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CORPORATE INFORMATION
A

DIRECTORS

Executive Directors:

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

Lam, Kwong-wai

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

Independent Non-executive Directors:
Chan, Kwok-wai

Phillis Loh, Lai-ping

Ma, Tsz-chun

AUDIT COMMITTEE

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

INVESTMENT COMMITTEE

Chan, Sze-wan (Chairman)

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

Ma, Tsz-chun

NOMINATION COMMITTEE

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

REMUNERATION COMMITTEE

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

SPECIAL COMMITTEE

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

COMPANY SECRETARY

Lam, Kwong-wai
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SOLICITORS

Baker & McKenzie
Sidley Austin
Sit, Fung, Kwong & Shum

AUDITORS

HLB Hodgson Impey Cheng Limited

BANKERS

(Listed in alphabetical order)

Bank of China (Hong Kong) Limited

Bank of Communications Co., Ltd.

Chong Hing Bank Limited

OCBC Wing Hang Bank Limited

Standard Chartered Bank (Hong Kong) Limited

PLACE OF INCORPORATION

Bermuda

REGISTERED OFFICE

Canon's Court, 22 Victoria Street
Hamilton HM12, Bermuda

PRINCIPAL OFFICE IN HONG KONG

26th Floor, MassMutual Tower
38 Gloucester Road
Wanchai, Hong Kong

PRINCIPAL REGISTRAR AND TRANSFER OFFICE

MUFG Fund Services (Bermuda) Limited
The Belvedere Building, 69 Pitts Bay Road
Pembroke HM08, Bermuda

BRANCH REGISTRAR AND TRANSFER OFFICE
IN HONG KONG

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre, 183 Queen’s Road East

Wanchai, Hong Kong

Tel: (852) 2862 8555

Fax:  (852) 2865 0990/(852) 2529 6087
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CORPORATE INFORMATION A R&E X

OFFICES IN THE PEOPLE'S REPUBLIC OF CHINA F# ARHAMEIRER
Beijing Office: R FRE -

Room 202, Oriental Place PRI R TG E

No. 9 East Dongfang Road RERIALE

North Dongsanhuan Road R JT RO

Chaoyang District, Beijing, PRC R BIRKE202%E

Post Code: 100027 4 100027

Tel:  (8610) 6466 0638 T (8610) 6466 0638
Fax:  (8610) 6466 0238 f#E: (8610) 6466 0238
Shanghai Office: FERERE

Room B103, Evergo Tower FEESTRERR

1325 Central Huaihai Road YEB 8132558

Xuhui District, Shanghai, PRC EXSANEBIOZE

Post Code: 200031 4R 200031

Tel:  (8621) 6445 8945 T (8621) 6445 8945
Fax:  (8621) 6445 9710 EE:  (8621) 6445 9710
Shenzhen Office: RN FELE -

Rooms 1-3A, South Gong, 6th Floor REERSE

Lowu Commercial Plaza I T AR W =

25 Railway Station Square N BB UL 5 B 2558

Luohu District, Shenzhen ZE T EW

Guangdong Province, PRC 6/FErRH1-3AE

Post Code: 518001 4 518001

Tel:  (86755) 8234 7139 T (86755) 8234 7139

Fax:  (86755) 8234 0012

WEBSITE

http://www.chineseestates.com

BE:

#41t

(86755) 8234 0012

http://www.chineseestates.com

STOCK CODE R 10 1K 5%
127 127

BOARD LOT BEEEN
500 shares 5008%
INVESTOR RELATIONS REEZBR

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

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

Ms. CHAN, Sze-wan, aged 37, joined the Group (the Company together
with its subsidiaries, the “Group”) in 2002 and has been appointed as
an Executive Director of the Company since 2012. She acts as the Chief
Executive Officer of the Company since November 2015 and also acts as
a director of certain subsidiaries of the Company. She is also the chairman
of the investment committee of the Company. Ms. Chan holds a Bachelor
Degree of Business Administration from University of Management and
Technology, United States of America. She is responsible for the Group's
overall and day-to-day management including overseeing the Group's
properties’ sales and leasing affairs. Ms. Chan has over 13 years of
experience in sales and marketing, management and operations. She is
the elder sister of Ms. Chan, Lok-wan and Ms. Chan, Hoi-wan, an associate
of Mr. Joseph Lau, Luen-hung (a substantial shareholder and a controlling
shareholder of the Company).

Ms. CHAN, Lok-wan, aged 31, joined the Group in 2008 and has been
appointed as an Executive Director of the Company since 2015. She is the
Manager of Sales and Leasing Department and also acts as a director of
certain subsidiaries of the Company. Ms. Chan holds a Bachelor Degree of
Science in Business and Management (Marketing) from Brunel University
London and a Master Degree of Science in Communication, Information
and Society from The London School of Economics and Political Science.
She is responsible for the Group's marketing affairs, overseeing the
Group's cosmetics business, including Two Girls products, and participated
in the Group's properties’ sales and leasing businesses. Ms. Chan has over
7 years of experience in sales and marketing. She is the younger sister of
Ms. Chan, Sze-wan and Ms. Chan, Hoi-wan, an associate of Mr. Joseph
Lau, Luen-hung (a substantial shareholder and a controlling shareholder of
the Company).

Mr. LAM, Kwong-wai, aged 60, joined the Group in 1989 and has
been appointed as an Executive Director of the Company since 2012.
Mr. Lam is the Group Financial Controller and Company Secretary of the
Company and acts as a director of certain subsidiaries of the Company.
He is also a member of the investment committee of the Company
and acts as the chief investment officer. Mr. Lam was a non-executive
director of G-Prop (Holdings) Limited (now known as Common Splendor
International Health Industry Group Limited) for the period from 14th
August, 2012 to 7th March, 2013 and LT Commercial Real Estate Limited
(formerly known as Chi Cheung Investment Company, Limited (up to June
2013) and LT Holdings Limited (up to June 2014)) for the period from
7th February, 2013 to 6th February, 2016 respectively, the shares of these
companies are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Mr. Lam is a Certified Public Accountant (Practising)
and holds a Master Degree of Business Administration from the University
of Warwick, United Kingdom. He has over 38 years of experience in
auditing, finance and accounting industries.
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PROFILES OF DIRECTORS EEfE/

NON-EXECUTIVE DIRECTORS

Mr. LAU, Ming-wai, aged 35, appointed as a Director of the Company
since 2006 and has been appointed as the Chairman of the Board in
2014. Mr. Lau holds a Bachelor Degree of Laws from King's College
London, a Master Degree of Laws from The London School of Economics
and Political Science, and a Doctor Degree of Philosophy in Laws from
King's College London. He worked at The Goldman Sachs Group, Inc. and
Longview Partners LP, both in London prior to joining the Company. Mr.
Lau is a registered attorney in the State of New York and a CFA (Chartered
Financial Analyst) charterholder. He is the son of Mr. Joseph Lau, Luen-
hung (a substantial shareholder and a controlling shareholder of the

Company) and the nephew of Ms. Amy Lau, Yuk-wai.

The discloseable interest of Mr. Lau, Ming-wai in the shares and underlying
shares of the Company under the provisions of Part XV of the Securities
and Futures Ordinance, Chapter 571 of the laws of Hong Kong is set out
in Directors’ Report under the sections of “Directors’ and Chief Executives'
Interests in the Securities of the Company and Associated Corporation”
and “Substantial Shareholders’ Interests in the Securities of the Company”

of this annual report.

Ms. Amy LAU, Yuk-wai, aged 63, appointed as a Non-executive
Director of the Company since 2004. Ms. Lau is also a non-executive
director of Lifestyle International Holdings Limited, a company whose
shares are listed on the Stock Exchange. She is registered with the Royal
College of Dental Surgeons of Ontario, Canada and a practising dentist
in Ontario. Ms. Lau holds a Bachelor Degree of Science and a Doctor
Degree of Dental Surgery from the University of Toronto, Canada. She is
the younger sister of Mr. Joseph Lau, Luen-hung (a substantial shareholder
and a controlling shareholder of the Company) and the aunt of Mr. Lau,

Ming-wai.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHAN, Kwok-wai, aged 57, appointed as an Independent Non-
executive Director of the Company since 2004. He is the chairman
of the audit committee and remuneration committee, and a member
of the nomination committee, special committee and investment
committee of the Company. Mr. Chan holds a Bachelor Degree of
Business Administration from the Monash University, Australia. He is also
a member of CPA Australia and a member of the Hong Kong Securities
and Investment Institute. He has over 36 years of experience in finance
and accounting industries. Mr. Chan is currently a director of High Progress
Consultants Limited. He is also an independent non-executive director of
China Investments Holdings Limited, Far East Consortium International
Limited, National Electronics Holdings Limited and Tern Properties
Company Limited respectively, and was an independent non-executive
director of Junefield Department Store Group Limited for the period from
31st December, 2002 to the conclusion of its annual general meeting
held on 29th May, 2013, the shares of all these companies are listed on
the Stock Exchange.

Ms. Phillis LOH, Lai-ping, aged 51, appointed as an Independent Non-
executive Director of the Company since 2006. She is the chairman of the
nomination committee, a member of the audit committee, remuneration
committee and special committee of the Company. Ms. Loh holds a
Bachelor Degree of Laws and a Postgraduate Certificate in Laws, both
from The University of Hong Kong. Ms. Loh was a practising solicitor from
1990 to 1997, and has since become a practising barrister-at-law after
she was called to the Hong Kong Bar in 1998. She was admitted as a
solicitor in Hong Kong (1990) and the United Kingdom (1991), and is
also a barrister and solicitor in the Supreme Court of the Australian Capital
Territory (since 1991). Ms. Loh is a CEDR (Centre for Effective Dispute
Resolution) Accredited Mediator. She was appointed Deputy District Judge
in 2014 and 2016.

Mr. MA, Tsz-chun, aged 50, appointed as an Independent Non-
executive Director of the Company since 2008. He is a member of
the audit committee, remuneration committee, nomination committee,
special committee and investment committee of the Company. Mr. Ma
is a Certified Public Accountant (Practising) and has over 28 years of
experience in auditing, finance and accounting industries. He is currently a
director and the general manager of Sino-Bridge China Consulting Limited.
Mr. Ma holds a Master Degree in Business Administration and a Master of
Science Degree in E-Commerce (Business Programme), both from The
Chinese University of Hong Kong as well as a Master of Science Degree
in China Business Studies from The Hong Kong Polytechnic University.
Mr. Ma is a fellow member of The Association of Chartered Certified
Accountants in the United Kingdom, an associate member of Hong
Kong Institute of Certified Public Accountants, The Institute of Chartered
Secretaries and Administrators in the United Kingdom and The Hong Kong
Institute of Chartered Secretaries respectively.
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PROFILES OF SENIOR EXECUTIVES
BRITHRAEEHN

Ms. Connie CHEUNG, Mun-yi, aged 48, joined the Group (the
Company together with its subsidiaries, the “Group”) in 2007 and is
the Head of Legal Department. Ms. Cheung is a practising solicitor. She
holds a Bachelor Degree of Laws and a Postgraduate Certificate in Laws,
both from The University of Hong Kong. Before joining the Group, Ms.
Cheung worked in both law firm as a solicitor and public sector as an in-
house legal counsel. Ms. Cheung is responsible for overseeing the legal
aspects of the Group's various businesses, including project development,
commercial investments, conveyancing and tenancy. She has over 24

years of legal experience.

Mr. Alec KONG, Chi-ming, aged 52, joined the Group in 1994 and is
the Head of Business Development. Mr. Kong holds a Bachelor Degree
of Business Administration from The Chinese University of Hong Kong, a
Master Degree of Arts in Quantitative Analysis for Business and a Master
Degree of Business Administration, both from the City University of Hong
Kong. He is a member of The Royal Institution of Chartered Surveyors. Mr.
Kong is responsible for overseeing the Group's business development in
Mainland China and overseas. He has over 25 years of experience in the

property field.

Ms. Hazel LAI, Ming-yan, aged 47, joined the Group in 2000 and is
the Senior Manager— Contracts of Project Development Department. Ms.
Lai is a registered professional surveyor. She holds a Bachelor Degree of
Science in Building from the City University of Hong Kong and a Master
Degree of Science in Construction and Real Estate from The Hong Kong
Polytechnic University. She is also a member of The Hong Kong Institute
of Surveyors and The Royal Institution of Chartered Surveyors. Ms. Lai is
responsible for the quantity surveying affairs. She has over 25 years of

relevant experience.

All of the above senior executives hold position as a director in one or
more of the subsidiaries of the Company as at the date of this annual

report.
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I am pleased to present the results of the Company and its subsidiaries
(the "Group”) for the year ended 31st December, 2015 (the “Year") to
the shareholders of the Company.

RESULTS

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 disposals of the Company's wholly-
owned subsidiaries that ultimately held the properties known as Silvercord
and The ONE 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).

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).
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CHAIRMAN'S STATEMENT FEHR&EE

DIVIDENDS

During the Year, the board of directors of the Company (the “Directors”
or the "Board”) had paid an interim dividend of HK30 cents per share
(payment date: 14th September, 2015) (2014: HK30 cents per share)
and special interim dividends of (i) HK$4 per share (payment date: 13th
January, 2015), (ii) HK$2.6 per share (payment date: 15th July, 2015)
and (i) HK$1.2 per share (payment date: 14th September, 2015) (2014:
HK$2.55 per share) and declared a conditional special interim dividend of
HK$2 per share which was paid after completion of a disposal transaction
occurred in January 2016 (payment date: 20th January, 2016). As the
Company has paid substantial interim dividends during the Year, the Board
has recommended the payment of a nominal final dividend of HK1 cent
per share for the Year (the “Final Dividend") (2014: HK1 cent per share).

Subject to shareholders’ approval at the forthcoming annual general
meeting of the Company to be held on 19th May, 2016 (the “2016
AGM"), dividend warrants will be posted on or about 6th June, 2016 to
shareholders whose names appear on the register of members of the
Company on 26th May, 2016.

As stated in the Company's circular dated 15th January, 2016, the Board
may declare and pay one or more special cash interim dividend(s) in
anticipation of the completion of the major and connected transactions
regarding, inter alia, disposal of wholly-owned subsidiaries that ultimately
held the property known as Windsor House (which is scheduled to be
on or before 31st December, 2016) subject to the then financial and

cashflow position of the Group.
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CHAIRMAN'S STATEMENT FEHREE

CLOSURE OF REGISTER OF MEMBERS TERERRELCFE

For the purpose of ascertaining the members' eligibility to attend and vote ~ ABEREHE T —NEFRRAFAS TR E E
at the 2016 AGM, and entitlement to the recommended Final Dividend, RZEHER  REREZ KRR ERNERN - RNQF#H
the register of members will be closed during the following periods % BIF T 51| £5  H {= 4 3R A% B8 & v F 48

respectively:

(1) For ascertaining eligibility to attend and vote at the 2016 AGM:

MABREHE -2 AFRREFASANRS LRROERK:

Latest time to lodge transfers documents for registration 13.5.2016
AR (Bl A7 38 P S LA VE B AT B B 1R B R 16:30
Closure of register of members 16.5.2016 — 19.5.2016
HiEMEREELFE (both days inclusive) (B IEEEMX)

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

(2 AREEKESZRHRENEFR

Latest time to lodge transfers documents for registration 2452016
B[l A7 38 P S A VE B AT B S 1R B R 16:30
Closure of register of members 25.5.2016 — 26.5.2016
TERERRELFE (both days inclusive) (B2 #F EHEMX)
Record date 26.5.2016
Eakze=

To be eligible to attend and vote at the 2016 AGM, and to qualify for RHAAERHE_Z-—"EFREBFRGITNE L
the recommended Final Dividend, all properly completed share transfers %% ' REREZ AR E  AEEZNORMNHBF X
documents accompanied by the relevant share certificates must be lodged — 13& R & B iR R WA L it 5 548 BA Y & 18 By IR Al
for registration with the Company's Branch Registrar and Transfer Office in  ZXEARRNBEZBFELIBRBEETRESE
Hong Kong, namely Computershare Hong Kong Investor Services Limited, a2 BRRAGE] - it REBE S 2/F BR85S M
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen's Road A/ 17#1712-17165% #f ©

East, Wanchai, Hong Kong not later than the respective latest time as

stated above.

—F-nEEHR  FABEEE
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CHAIRMAN'S STATEMENT FEHR&E

BUSINESS MODEL AND STRATEGIES

The Group is one of the leading property developers in Hong Kong and
its core businesses comprise property investments for rental and property

development for sale as well as securities investments.

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

long-term sustainable growth.

The Group specialises in developing high-end and luxury residential
properties in prime locations in Hong Kong; and enjoying profit
contribution and cash inflow from property sales to achieve long-term

sustainable growth and developing a brand name in the market.

In Mainland China, the Group invested in office properties, shopping
arcades and hotel business in the prestigious areas to generate stable and

recurrent rental income.

Other than property investment and development in Hong Kong and/
or Mainland China, the Group is actively grasping the opportunities for

acquiring properties in the United Kingdom.

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

beneficial to the Group's development.

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

management.

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

the Group to weather the cyclicality of the property business.
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MANAGEMENT DISCUSSION AND ANALYSIS

Hong Kong Property Investment

Rentals from investment properties continued to be one of the major
sources of our income. The overall occupancy rate of the Group's retail
portfolio was 97.42% during the Year. The high occupancy rate was
attributable to the prime locations of the majority of the Group's retail

properties.

The Group's attributable overall gross rental income from Hong Kong
including the performance of non wholly-owned properties was
HK$1,090.1 million for the Year, recorded a decrease of 35.23% as
compared with last year. The rental income from retail portion recorded
substantial decline of 50.80% while the non-retail portion recorded
steady growth of 7.09%. The decline of rental income from retail portion
was mainly due to the disposal of the companies holding Silvercord
and The ONE in January 2015 and July 2015 respectively. Although
Mainland China tourists’ spending in Hong Kong is yet to be recovered
and the local consumption demand was still weak, as the Group's retail
properties located mainly in prime shopping areas and were highly praised
and appreciated by tenants, therefore retail rents were generally raised.
However, rental rates for certain retail business sectors have shown the

indications of reaching their peaks.

During the Year, the average occupancy rate of the shops of Causeway

Place was approximately 85.82% excluding those disposed of.

The overall rental income of Windsor House was raised 5.24% for the
Year as compared with last year. During the Year, its average occupancy
rate was approximately 93.85%. Windsor House provides shoppers a cozy
shopping environment with a diversified trade mix. Various marketing and
promotion activities are held in Windsor House from time to time which
boost shoppers’ flow and thus increase tenants’ business turnover. As a
result, Windsor House recorded steady rental growth and high occupancy

rate.

Olympian City 3 (25% interest), the retail mall in The Hermitage
residences in West Kowloon, the average occupancy rate was

approximately 99.59% during the Year.

Coronation Circle (15% interest), the retail mall in The Coronation
residences in West Kowloon, the average occupancy rate was

approximately 60.37% during the Year.
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CHAIRMAN'S STATEMENT FEHR&E

MANAGEMENT DISCUSSION AND ANALYSIS
(Cont'd)

Hong Kong Property Investment (Cont'd)

The occupancy rate for the Group's office properties maintained at a
high level throughout the Year. During the Year, the average occupancy
rates of Windsor House, MassMutual Tower and Harcourt House were
approximately 95.61%, 99.65% and 99.38% respectively, bringing the
approximate occupancy rate of the overall office portfolio to 97.93%.

In November 2015, the Group entered into a disposal agreement to
dispose the company holding MassMutual Tower and the transaction was
completed in January 2016. In December 2015, the Group entered into
a disposal agreement to dispose the companies holding Windsor House,

such transaction is expected to be completed in 2016.

Hong Kong Property Development

In general, the Group's development projects have been progressing

satisfactorily.

No. 12 Shiu Fai Terrace, located in Mid-Levels East, is a traditional
prestigious location for luxury residential project in Hong Kong. A luxury
residential tower which provides a total residential gross floor area of
around 40,726 square feet will be redeveloped. Superstructure work is in
progress. Completion of the project is re-scheduled to the fourth quarter
of 2016.

One South Lane is located in the Western District and enjoys close
proximity to the HKU MTR Station. It will be redeveloped into a luxury
residential/retail tower with a total gross floor area of around 41,353
square feet and consists of 92 residential units. Superstructure and
fitting-out works are in progress. Completion of the project is tentatively
scheduled for end of the second quarter of 2016. Since its pre-sales
commenced in September 2014, 88 units were presold up to 31st

December, 2015, representing 95.65% of total units.

The Group has a two-phase redevelopment project in Wanchai (87.5%
interest) undertaken with the Urban Renewal Authority. All residential
units of The Zenith (Phase | project) were sold. One WanChai (Phase I
project with preservation of the core elements of Wanchai Market) is a
residential/commercial complex development with total gross floor area of
approximately 159,700 square feet which provides 237 residential units
and retail properties. As at 31st December, 2015, all residential units of

One WanChai were sold.
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MANAGEMENT DISCUSSION AND ANALYSIS
(Cont'd)

Hong Kong Property Development (Cont'd)

55 Conduit Road (70% interest) is a luxury residential development in
Mid-Levels West with total residential gross floor area of around 87,800
square feet which provides 35 residential units. The occupation permit
and the certificate of compliance were issued in March 2015 and
November 2015 respectively and it has been launched in December
2015. As at 31st December, 2015, 11 units were presold, representing
31.43% of total units.

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

December, 2015, 99.79% of total units were sold (2 units remaining).

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

December, 2015, 99.86% of total units were sold (1 unit remaining).

Kwun Tong Town Centre Project (Development Areas 2 and 3) (10%
interest) is a joint venture development project of the Group awarded by
the Urban Renewal Authority. Its total site area is approximately 234,160
square feet. Total gross floor area of around 1,853,561 square feet will
be developed. Foundation work is in progress and the whole project is

expected to be completed in the first quarter of 2021.

Mainland China Property Investment

During the Year, the 79 retail outlets with a total area of approximately
29,000 square feet in Lowu Commercial Plaza, Shenzhen were fully let

out.

Evergo Tower, located at Central Huaihai Road in Shanghai, is a 21-storey
office and shopping complex and has a gross floor area of around
263,708 square feet. The average occupancy rates of the office and retail

spaces for the Year were approximately 78.06% and 95.40% respectively.
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CHAIRMAN'S STATEMENT FEHR&E

MANAGEMENT DISCUSSION AND ANALYSIS
(Cont'd)

Mainland China Property Investment (Cont'd)

Hilton Beijing (50% interest), having 503 rooms, average occupancy rate

was approximately 76.21% for the Year.

Oriental Place (50% interest), a 10-storey office building next to Hilton
Beijing, average occupancy rate was approximately 97.88% for the Year.

In August 2015, an associate of the Group entered into a sale and
purchase agreement to dispose the company holding Platinum (50%
interest) in Shanghai and the transaction was completed in September
2015.

Mainland China Property Development

In July 2015, the Group disposed the companies holding the property
projects known as Splendid City, The Metropolis and Chinese Estates
Plaza, all located in Chengdu.

During the Year, the Group has disposed a company holding The
Coronation (25% interest), a commercial and residential project located in

Chongging. Completion of the transaction occurred in October 2015.

Overseas Property Investment

River Court is a Grade A freehold office building situate at 116-129 Fleet
Street, London, United Kingdom. It provides a total net internal area of
approximately 431,324 square feet, together with certain car parking

spaces. It was fully let out as of 31st December, 2015.

Securities Investments

The Group's strategy is to maintain securities investment portfolio for

treasury management.

The gain recognised on securities investments for the Year was HK$860.3
million. Details of the performance of securities investments are disclosed
under “Financial Operation Review” of this annual report. The Group
will continue to closely monitor its portfolio of securities investments to

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

Disposal of a Subsidiary holding The ONE - Major and Connected
Transaction

The Group has on 12th December, 2014 entered into a sale and
purchase agreement in relation to, inter alia, disposal of a wholly-owned
subsidiary of the Company that ultimately held the property known as The
ONE located in Tsimshatsui, Hong Kong to the company wholly-owned by
Mr. Joseph Lau, Luen-hung (“Mr. Joseph Lau"), a substantial shareholder
and a controlling shareholder of the Company, at the final consideration
of approximately HK$5,020.6 million (“The ONE Transaction”). The
ONE Transaction constituted a major and connected transaction of the
Company under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the "Listing Rules”) and was approved
by the independent shareholders of the Company (“Independent
Shareholders”) at the special general meeting of the Company held on
23rd January, 2015. The ONE Transaction was completed on 15th July,
2015. Details of the The ONE Transaction were set out in the Company's
announcement dated 12th December, 2014; circular dated 7th January,
2015; and announcements dated 15th July, 2015 and 13th August, 2015.

Disposal of Gemstar Tower Car Parking Spaces

On 23rd June, 2015, the Group entered into a provisional agreement
for sale and purchase in relation to, inter alia, disposal of the roof and
50 car parking spaces at Gemstar Tower, Hung Hom, Hong Kong held by
the Group to an independent third party at a consideration of HK$90.0
million. Completion of the disposal took place on 21st December, 2015.

Disposal of Subsidiaries holding Chengdu Projects - Discloseable

Transaction

14th July, 2015, the Group entered into an equity and debt transfer
agreement in relation to, inter alia, disposal of the Company's wholly-
owned subsidiaries that ultimately held, inter alia, the property projects
located at Chengdu, People's Republic of China (“PRC") known as
Splendid City, The Metropolis and Chinese Estates Plaza, together with
an investment in a PRC partnership which was set up mainly for the
purpose of long term capital investment, to an independent third party at
a consideration of HK$6,500.0 million (“Chengdu Transaction”). Chengdu
Transaction constituted a discloseable transaction of the Company under
the Listing Rules. Details of Chengdu Transaction were set out in the
announcement of the Company dated 14th July, 2015. Completion of
Chengdu Transaction took place on 30th July, 2015.
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CHAIRMAN'S STATEMENT FEHR&E

OTHER INFORMATION AND EVENTS AFTER
THE REPORTING PERIOD (contd)

Disposal of a Company holding Platinum by an Associate

An associate of the Group (50% interest) has on 7th August, 2015
entered into a sale and purchase agreement in relation to, inter alia,
disposal of a company that ultimately held the office building namely
Platinum located at Shanghai, PRC to an independent third party of the
Company at a final consideration of approximately US$322.5 million.

Completion of the disposal took place on 30th September, 2015.

Disposal of a Subsidiary holding Chongqing Project - Discloseable

Transaction

On 19th October, 2015, the Group entered into an equity and debt
receivable transfer agreement in relation to, inter alia, disposal of the
Company's wholly-owned subsidiary, which in turn owns 25% of the
company that ultimately held the entire interests in the property project
located at Chongging, PRC known as The Coronation, to an independent
third party at a consideration of HK$1,750.0 million (“Chongging
Transaction”). Chongging Transaction constituted a discloseable transaction
of the Company under the Listing Rules. Details of Chongqing Transaction
were set out in the announcement of the Company dated 19th October,
2015. Completion of Chongging Transaction took place on 27th October,
2015.

Disposal of a Subsidiary holding MassMutual Tower - Major

Transaction

The Group has on 12th November, 2015 entered into an equity and
debt transfer agreement in relation to, inter alia, disposal of a wholly-
owned subsidiary of the Company that ultimately held the commercial
property known as MassMutual Tower located in Wanchai, Hong Kong
to an independent third party, at the final consideration of approximately
HK$12,448.3 million (“MMT Transaction”). MMT Transaction constituted
a major transaction of the Company under the Listing Rules. MMT
Transaction was completed on 15th January, 2016. Details of MMT
Transaction were set out in the Company's announcement dated 12th
November, 2015; circular dated 3rd December, 2015; and announcement
dated 15th January, 2016.
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OTHER INFORMATION AND EVENTS AFTER
THE REPORTING PERIOD (contd)

Disposal of a Residential Unit of 55 Conduit Road - Connected

Transaction

As announced on 21st December, 2015, the Group accepted a tender
submitted by Ms. Amy Lau, Yuk-wai, a non-executive director of the
Company, to purchase a residential unit together with a car parking space
of the Group's luxury residential development located in Mid-Levels
West, Hong Kong, namely 55 Conduit Road at the purchase price of
HK$124,118,000. The transaction constituted a connected transaction of
the Company under the Listing Rules and is expected to be completed on
or before 29th April, 2016.

Disposal of Subsidiaries holding Windsor House - Major and

Connected Transactions

As announced on 23rd December, 2015, the Group has on 23rd
December, 2015 entered into sale and purchase agreements, in relation
to, inter alia, disposal of the wholly-owned subsidiaries of the Company
that ultimately held the property known as Windsor House located in
Causeway Bay, Hong Kong to the company wholly-owned by Mr. Joseph
Lau at a consideration capped at HK$12,010.0 million in total (“Windsor
Transactions”). Windsor Transactions constituted major and connected
transactions of the Company under the Listing Rules and were approved
by the Independent Shareholders at the special general meeting of the
Company held on 2nd February, 2016. Details of Windsor Transactions
were set out in the announcement of the Company dated 23rd
December, 2015 and the circular of the Company dated 15th January,
2016. Completion shall take place on or before 31st December, 2016.

Acquisition of a Property in the United Kingdom

In March 2016, the Group entered into a sale and purchase agreement
with an independent third party to acquire a freehold property situate at
12/14 St. George Street, Mayfair, London at a consideration of GBP121.7
million. Completion of the acquisition shall take place on or before 15th
April, 2016.
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CHAIRMAN'S STATEMENT FEHR&E

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ISSUES

The Group is aware of the importance of corporate social responsibility
and considers the fundamental success of corporate development is

attaching to corporate social responsibility.
Employment and Staff Care

The Group considers its employees as its important asset and strives to

attract and retain the best people for the sustainable growth of the Group.

As a caring company, the Group provides equal opportunity to employees
and prohibits discrimination on the basis of personal characteristic. In
order to sustain a safe, fair and respectful environment to employees, the

Group had established code of practices for employees.

The Group is committed to providing a fair and competitive remuneration
package in the form of basic salary, incentive pay (discretionary bonus),
mandatory and voluntary provident funds, and other fringe benefits, such
as healthcare benefits (including medical insurance, personal accident
insurance and employee compensation), paid leave for various purposes
(including annual leave, maternity leave, paternity leave, marriage leave,
sick leave, examination leave and compassionate leave), and education

and training sponsorship.

Besides, employees are encouraged to have a good balance among work,
health and social activities which has been supported by adopting a five-
day workweek and arranging early release from work for festivals. During
the Year, the Group arranged a parent-child activity relating to organic
farming. The aims of the activity are to encourage parents and child to
experience green life through organic agriculture, to encourage employees
the participation of extracurricular activity with family members as well as

to advance parent-child activity.

Moreover, the Group's annual dinner is one of its most important
functions where the management and employees can meet together in
a relaxed circumstance. During the annual dinner, employees who have
completed at least 10 consecutive years of services will be given long
service awards in recognition of their commitment and loyalty; employees
who have participated the community services or volunteer activities for
more than 10 hours in the Year will also be awarded by the Group in

recognition of their commitment and contribution.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ISSUES (contd)

Health and Safety

The head office of the Group is located at one of the prime sites in
Wanchai with easy accessibility to work with well developed traffic
network throughout. The office is the self-managed property of the Group
with rather spacious working environment that affords the employees a

comfortable working place with good property management.

The Group emphasises to provide its employees a safety office for works
all the time. Notices are displayed in all conspicuous positions in the

workplace to highlight the action to be taken on discovering a fire.

The Group alerts the importance of the prevention of influenza. Over the

past years, free influenza vaccinations were arranged for employees.
Operating Practices

The Group is committed to upholding high standards of business integrity,
honesty and transparency in its business dealings and to respecting the

rights and interests of customers.

The Group endeavours to comply with the Residential Properties (First-
hand Sales) Ordinance, Chapter 621 of the laws of Hong Kong to protect

purchasers' rights and interests all the time.
Community Involvement

The Group is committed to making a positive contribution to the
communities in which it operates for all the time. During the Year,
the Group continued to actively support meaningful activities in the
community, and to encourage and promote volunteerism throughout the

Group.
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CHAIRMAN'S STATEMENT FEHR&E

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ISSUES (contd)

Community Involvement (Cont'd)

The Company has formed a voluntary service team since 2007. The Group
together with its staff and/or voluntary service team had participated
in various community programmes, charitable fundraising activities
and volunteer services for helping the communities in need, suffering
people and children with special needs from time to time during the
Year. The Group continues to participate in (among others) circulation
of flag bags within the Group organized by Hong Kong Alzheimer's
Disease Association, “Dress Pink Day" organised by Hong Kong Cancer
Fund, “Pass-it-On" organised by Hong Kong Red Cross, “Oxfam Rice
Event” organised by Oxfam Hong Kong, “Olympic ‘Fun’ Run” organised
by Sports Federation & Olympic Committee of Hong Kong, China,
“Standard Chartered Hong Kong Marathon — ‘Run for Paralympians’
Charity Programme” organised by Hong Kong Paralympic Committee &
Sports Association for the Physically Disabled, “Hong Kong and Kowloon
Walk for Millions” and “Dress Casual Day” organised by The Community
Chest of Hong Kong, and “Skip-A-Meal” and “Used Book Recycling
Campaign” organised by World Vision Hong Kong. During the Year, the
Group had also participated in (among others) flag day organised by
Ocean Park Conservation Foundation, Hong Kong and "AVS Walk & Run for

Volunteering 2015" organised by Agency for Volunteer Service.

Moreover, the Group supports a barrier-free environment in the
community. Certain premises of the Group (including shopping malls,
commercial and residential properties) provide barrier-free access and
facilities for people in need including persons with disabilities such as
the installation of automatic door opening devices for the exit doors,
the provision of wheelchair lending services and premises with disabled

toilets.

The Company was awarded as “Caring Company”, being the ninth
consecutive year, by The Hong Kong Council of Social Service in

recognition of our good corporate citizenship.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE ISSUES (contd)

Environmental Protection

The Group advocates environmental protection. The Group continued
to support World Wide Fund's global and local conservation efforts. The
Group played a part in their “Earth Hour” by switching off the exterior and
billboard lighting of certain properties under the Group for an hour on the
night of 28th March, 2015.

The Group is also committed to minimising the adverse impact that
its operations may have on the environment. The Group encourages
double-sided printing in office in order to save trees. The Group also
convenes meetings for directors/management who stay overseas by
mean of telephone conference in order to minimize the carbon footprint
from frequent overseas travel. The Group encourages reduction of light
pollution by switching off the unnecessary lights after its office and
shopping malls are closed. Traditional high energy consumption lights
at shopping malls were replaced by LED lightings since 2014. Over
the recent years, the Group's properties have been designed and/
or constructed with green ideas and features by maximizing the use
of natural renewable resources and recycled/green building material,
minimizing the consumption of energy, and reducing construction and

demolition waste in development projects.

The Group has undertaken a redevelopment project in Wanchai with the
Urban Renewal Authority aiming to preserve the Old Wan Chai Market
(the “Market"). The Market is a pre-war Bauhaus-style building constructed
in 1937 and rated as a Grade IIl heritage building in Hong Kong. During
the heritage conversion process, the Group adopted a “core elements
preservation” strategy approved by local conservation bodies, which
preserved the core and major components of the Market, including the
entire exterior and facade, the interior structure, and part of its original
appearance and successfully developed the site into a unique property
development namely One WanChai, a residential/commercial complex
with total gross floor area of approximately 159,700 square feet. Towering
above a significant historical landmark, One WanChai is the first such
redevelopment in Hong Kong and is well known as an iconic blending of

heritage and modern architecture.
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CHAIRMAN'S STATEMENT FEHR&E

INVESTOR RELATIONS

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

relations.

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

well as terms of reference of Board committees.

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

investor.relations@chineseestates.com.

Shareholders can raise their enquiries to the Board or the company
secretary of the Company in writing by sending such written enquiries
to the principal office of the Company in Hong Kong at 26th Floor,
MassMutual Tower, 38 Gloucester Road, Wanchai, Hong Kong or by email
at investor.relations@chineseestates.com. Shareholders also have right to

raise questions at general meetings.

PROSPECTS

The economic recovery in the United States continues to be modest
with the support of strengthening housing and labour markets. With
the modest interest rate increment, it is expected that the domestic
demand in the United States will be on the right track of steadily growth.
Meanwhile, despite the unprecedented amounts of monetary stimulus,
the economic recovery of the European countries is slowing and inflation
is retreating. It is expected that stimulus will be expanded to counter the
risk of low inflation in the European countries and it is hoped that the

global economy will continue to recover in the times ahead.
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PROSPECTS (contd)

The supply of residential units in Hong Kong is rising and it is inevitable
that the local market price for the residential sector is under pressure.
The Group's properties under development held for sale are located at
good hillside location. As the demand for certain local high-end housing
sectors should remain solid, the Group believes that the pressure could be
reduced and the Group is optimistic in its property development business
in Hong Kong. On the other hand, the performance of certain retail
business sectors has shown indications of reaching their peaks, especially
the tourists-related businesses. Although the Group's well-located retail
investment properties in Hong Kong leased well during the Year, the
Group will continue to closely monitor the changes in local consumption
patterns, refine its tenant mix, boost customer flow and spending for
its retail investment properties by organising various marketing and
promotional activities. The Group remains cautiously optimistic in the

rental income growth from its retail investment properties.

Subsequent to the disposal of the company holding MassMutual Tower
in January 2016, contribution of rental income from MassMutual Tower
to the Group in year 2016 will be significantly lowered. Meanwhile, it is
expected that the disposal of the companies holding Windsor House will
be completed in year 2016. As a result, rental contribution from Windsor
House to the Group in year 2016 will be maintained to such extent
right up before completion of disposal. As announced, part of the sale
proceeds from the disposal transaction of MassMutual Tower had been
distributed as conditional special interim dividend, and it is expected that
majority part of the sale proceeds from the disposal of companies holding
Windsor House will be declared as dividend. The respective gain/loss from
the disposals of MassMutual Tower and Windsor House will be recorded
in year 2016. With the sustained demand for quality commercial premises
in key locations, especially from Mainland Chinese enterprises, the Group
expects the leasing performance of remaining office investment properties

will continue to grow.
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CHAIRMAN'S STATEMENT FEH&E

PROSPECTS (contd)

With the implementation of economic transition, the economy in Mainland
China is more reliant on household consumption and services. Domestic
consumption’s contribution to Mainland China’'s GDP and total retail sales
of consumer goods has been increasing. Despite the economic growth
has slowed down in Mainland China, the “One Belt and One Road" policy
will promote economic growth and sustainable development. It is believed
that the economy in Mainland China is making headway its transformation
to a more sustainable growth model and the fundamentals of Mainland
China's economy remain strong. The Group expects retail and office
investment properties in Mainland China will continue to lease well and
will provide steady rental income. The Group will consider realising its

property interests in Mainland China if good opportunity arises.

River Court, the Group's investment property in London, will continue
making contributions through stable return. The Group has in March 2016

entered into a contract to acquire another investment property in London.

The Group will remain skeptically proactive and continue to monitor the
property markets of Hong Kong, Mainland China and overseas closely, and
may replenish its land bank and identify potential acquisition targets to

expand its investment property portfolio at opportune times.

APPRECIATION

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

dedication and hard work.

Lau, Ming-wai
Chairman

Hong Kong, 15th March, 2016
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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 87.9% 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 Chongging (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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RESULTS (Cont'd)

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; (ii) 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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RESULTS (Cont'd)

Disposals of Subsidiaries to Connected Persons (Cont'd)

(@

(b)

(Cont'd)

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.
I. 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).

CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2015

&

i

B
al|

RFE 7L A F) AR F A649,700,00078
7L ML £ & 5187,300,0008 70 % IMEZHRK
RAFEHEBME AR EALENBEART (L8
EE) 2 e (BRELE ) 49514,100,0008 7T (= F
—POEF ') o

REMEZAFEED

RIABIR A AR AT ([MRABIFRET G ]) R H
BEMEBERARAR ([EEHFHDERRZE
—AFTZA=T—HHAEEURBTARFERXR
B2 B MEETYELE - ERAREBEUNEE 2
REWME  BRBTEARAR (DRETME])#EST
PG (E o R BB ATAE - BUS HT BT 18 RoR 8 a1 (619
BB EGER c NRFEHBIRENE 2 A FAEG
7n4,689,200,000% 7T (=% — PO 4 : 3,777,100,000
BIL) RERZATEEHHALERSR=EL &
o

mA - ZER - RE - EERIEA
X HEER

i Al

RRRHA AR AREFE WG R N /7,727,200,000
75 7T 8 b & F /58,744,900,000/% T ° A F E 2%
FRLEEHR T —AF—AZESHER=-Z
—hFEAZOne EASIBELERESWAFRET
BREMMEFEERN TR TERBAEEEH
MEBRRRBEEZEZSREQNRZREBARLE
MEARZ B FETR BEFHFREZERIE
HEA BREMEZATERZEEMEEGEEE R
AEBALEMRBAR ZWa ANFEZERAFNA
40587 (ZZF—F 4588 7T) ©



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:
110.99%).
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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$264.2 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 lIslands (“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.

CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2015

EERE®
IHBERERMEER ()

R—ZE—FEF+-_A=Z+—HBH =Z#HEAE
11,433,500,00058 7t ( == — PO 4 : 5,128,800,000
BL)FBREQLTRAZS (BIEEEZRE)
364,200,000/ 7t ( == — U 4F : 501,900,000/
TIROEH (BEERBBERURBRAFTEZ
S REE) 11,069,300,0008 5t (= ZF — 0 4 :
4,626,900,000% 7T ) °

FETEREZRE

AN E 5t —IE100,000,000% 7T ([ZE7T]) (FHER
#9775,000,000/%8 7T ) 2 A& T & - B —RHIRF S &
ERREAERAGBEEE(KEBIIKIZERE
EREBEE(IREHEERLE]T IRER
FR—_TE—RFEFT+_A=1+—HB AEBEZKE
83,600,000 7t (48 & K £7648,200,0007% 7T ) * I
EREEFEREAN-

FIREHE 2 EE H5 RiRE
HECEEEERBEAE

RAFE REEEBRAR (THAR]) (Aad
2—HEEZERAENB LR BEAEGBV)ERA
A(IEE]) (AEXRMESEERARZ—HEE
EHEENBAR (BURA G HHEBMAE))
v—EREREREZRBE B REREH
& I 5% 2 [F] Z B8 E Pioneer Time Investment Limited
([Pioneer Time )z 2 &2 & 17 A ([Pioneer
TimetH&]) ©

Pioneer TimeHER T — A "F—A+HHZEMK"
KREX HE12,448,300,0008 7L (FEAER) -1
ZE-RAF+ZA=+—H AEEEKRERZS
1,250,000,0007% 7T 5+ A& & R FE WA « A
Pioneer Timei & * Pioneer Time 2 EEN B EIEE
BB EERNESR [FHEREZIERBDEERD
RIEEEBEB IR -_T—AF+-_A=+—RA2Z&
EUBRRABMED 2RI ABELEEZEER
YR EEECEEEEBEB AR

Pioneer Tme EZ FHBEHIIRARRIBH R —F
—BF+-ATZHZABRZZE-AF+ZA=
BZEHA -



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 81.19% 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)

(¢) 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.I. 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.

FINANCIAL OPERATION REVIEW Bf #& % %% 2] E&

LM E R E

RBERR AEELEBFEEFMLETHEAF -

Y SR

R-ZF-—AFER-_F-OF+-_A=+—H K&
BN EE NP EAKE 2 REYEDFRABBEEREFG
RERE R ETDELE MEYRBULESER
EXMEM - ZERNURRBZRENE B5—B
YRABEREXMGHEMRBFEN _FT-RFL_F
—NET A=t -HETYEMLE -EFEE
SERMBEEZR FERLBEERBET X
VERRGH_FT-—HF2FEE-

REEIRE Y% 2 1518 530,598,900,0008 7T (=
=T — Y4 : 48,917,200,000/8 ) (BIEZIRNI A
FIEHEZEERREME)  KIELERFERE
MEZARERLEURBREEMETEZALE
BT —NEENT71% RAFEAFEEND
4,689,200,0008 L EFF ASRE T E N EHREK A
AEBMEGAFEBERNRNRENEZAFE
182,000,000 7T ( B 73 # i FE T 183,900,000
TL) cAKEZ BERMERREME TR AFEEL
EMBMEPIEKNENBRRE (E)HIER-

N FEIEINA4,689,200,000/8 T i F ZHREEEE
BARERERAKEZRFEEN Mt TR
RBEAEZREMEABRE TETEXRHZHEER
BERBEZBSMaIBMEZRFERD -

4+
it

—ER-AFFR A

[

£

]



44

CORPORATE GOVERNANCE REPORT
TEELBRES

CORPORATE GOVERNANCE PRACTICES

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

the interests of shareholders and enhance value to the shareholders.

Throughout the year ended 31st December, 2015 (the "Year"), the
Company had applied the principles and complied with substantial
code provisions (the “Code Provisions”) and certain recommended
best practices set out in the Corporate Governance Code (the “Code")
contained in Appendix 14 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”).

THE BOARD

Board Composition

The Board currently comprises three Executive Directors (“ED(s)"), two
Non-executive Directors ("NED(s)") and three Independent Non-executive
Directors ("INED(s)"), with INEDs representing more than one-third of the
Board. Changes of the composition of the Board during the Year are set
out in the Directors’ Report of this annual report. Names of each member

of the Board are set out in this corporate governance report.

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

the Directors.
Responsibilities of Directors

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

annual report is in accordance with the Listing Rules.
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THE BOARD (contd)

Responsibilities of Directors (Cont'd)

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

timely manner.

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

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

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

managing director).

According to the Private Act for incorporating the Company as an
exempted company under the laws of Bermuda in 1989, it is stipulated
that the executive chairman and any managing director should not be
required to retire by rotation. However, in order to comply with the Code
Provisions, Mr. Lau, Ming-wai, the chairman of the Board (the “Chairman”)
and the then Chief Executive Officer of the Company (the “CEQ"), has
voluntarily retired in the annual general meeting held on 19th May, 2015
(the "2015 AGM") and re-elected as a Director by the shareholders.
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THE BOARD (contd)

Board Meetings

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

Rules.

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

Secretary.
Board and Management Functions

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

operational issues.

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

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

Directors’ Training and Support

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

rules/regulations had been provided to the Directors.

During the Year, the Company has arranged two training sessions for the
Directors regarding compliance issue of Hong Kong listed companies
and directors’ responsibilities respectively. The trainings were delivered
by lawyers at the expense of the Company. On the other hand, Directors
had provided records of the trainings they received to the Company. The
Board considered the trainings attended by the Directors are sufficient
to discharge their duties. A summary of the trainings attended by the

Directors during the Year is as follows:—

Training Matters 33| =18

EEE W

EERJIRXE

ARBBBEEEHAZERT NI ABTERE -
BREBEEGTER R LR RIARE AR &P
SHRRAERBE 2 ANBRTETSES-

RAFE RARBR/EFRHTMAEIN - AT D5
ERBEBLTARARHMERESEEME %FH
HEMEEER BRBARAXN -S—HHE &
FERAARARARHEBIICE - EEGRR/EEM
SHEZBNIENBREFRTHEBRE - EENAFE
N2 R BIIREBWT : —

Business/
Economic/
Accounting/ Strategic
Corporate Tax/Finance Management
Governance Regulatory i/ mERE
Name of Directors EEpg TEER EERE B/ B RBER
Executive Directors HTES
Ms. Chan, Sze-wan* PREFREZTT* a&b a&b - -
(CFO) (7TEA#3)
Ms. Chan, Lok-wan* PREA R Tt a a - -
Mr. Lam, Kwong-wai MHFT & a&b a&b a&b b
Ms. Lui, Lai-kwan* EBALLTY - - - =
Non-executive Directors FHTES
Mr. Lau, Ming-wai® ZINS 12 S A2 b b - -
(Chairman) (£/E)
Ms. Amy Lau, Yuk-wai S 3o ag&b a&b - -
Independent Non-executive Directors B FHTES
Mr. Chan, Kwok-wai BREIE LA a&b a&b a&b b
Ms. Phillis Loh, Lai-ping EEYLL a&b a&b = b
Mr. Ma, Tsz-chun BRELEE a&b a&b a&b a
Notes:— P& -
Training Method = p///Ji' =
a:  attending training session/seminar/conference a: BHIEj Hn?ﬁi/ﬁﬂ‘]tﬁ/’\%
b:  self-reading b: BfTBE
* Appointed as CEO on 1st November, 2015. * RZTE—AF+—A—BEZERITHER
* Appointed as ED on 27th July, 2015. * R-ZE-—RF+ A tt+HAEZERWMITES-
+ Resigned as ED on 27th April, 2015. * RZTE—AFMOA -+t HEEHNTES-
a Resigned as CEO and re-designated from ED to NED on 1st November, % RZTE—hF+— A — BB ETRER LhHH
2015. TERAERIFNTES

—E-EFEEH  FADEEE
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BOARD COMMITTEES

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

than the Listing Rules' requirement.

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

duties.

Audit Committee

Role and Function

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

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

Meetings

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

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

Audit Committee (Cont'd)

Works Performed

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

below:—

M

@)

3

4

€)

6

)

®

©

reviewed the Group's final and interim results and draft
consolidated financial statements for the year ended 31st
December, 2014 and for the six months ended 30th June, 2015
respectively before recommending them to the Board for approval,
with the presence of the Company's external auditors (the

“Independent Auditors”) in the meeting reviewing final results;

reviewed the overall performance including the performance of

investment properties and development properties of the Group;

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

compliance;

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

reporting and auditing matters;

reviewed and discussed significant audit findings in a meeting with

the presence of Independent Auditors;

prepared and submitted to the Board an audit committee report
detailing the works performed by the Audit Committee during
2014, presented its findings and made recommendations for

consideration by the Board;

carried out annual review on the continuing connected transactions

of the Group;

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

function, and their training programmes and budget;

discussed with Independent Auditors the nature and scope of the
annual audit and reporting obligations of the Independent Auditors
for the Year; reviewed and approved the terms of engagement

letters; fees for audit and non-audit services for the Year;
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)

Works Performed (Cont'd)

(10)

an

(12)

(13)

(14)

(15)

(16)

a7

(18)

reviewed the arrangement for employees to raise concerns about
possible improprieties in financial reporting, internal control or other

related matters;

reviewed and discussed internal audit reports prepared by Internal

Audit Department;

considered and approved the internal audit plan for the year 2016;

reviewed the Company's policies and practices on corporate

governance and monitored the progress of compliance of the Code;

reviewed the Company's policies and practices on compliance
with legal and regulatory requirements and the compliance of such

policies and practices;

reviewed the code of conduct for the Directors and the compliance

of such code;

reviewed the code of practice for employees;

reviewed the sufficiency of training and continuous professional

development for the Directors and senior executives; and

discussed the necessity of establishment of risk committee;
recommended the Board to engage independent professional
consultant to review enterprise risk management framework and

related policies and procedures.

In March 2016, the Audit Committee reviewed (i) the Group's final results

and draft audited consolidated financial statements for the Year; (ii) the

Company's compliance with the Code during the Year and disclosure

in the corporate governance report; and (iii) the sufficiency of training

and continuous professional development of the Directors and senior

executives for the Year.
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BOARD COMMITTEES (contd)

Audit Committee (Cont'd)
Independent Auditors

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

positions with the Group has also been in place.

During the Year, the Independent Auditors had been engaged in providing
non-audit services in relation to (i) annual review of continuing connected
transaction at a fee of HK$83,000; and (ii) three projects in relation to
disposal of subsidiary(ies) each at a fee of HK$600,000, HK$450,000
and HK$400,000 respectively. The audit fees of the Independent Auditors
for auditing the consolidated financial statements of the Group for the
year ended 31st December, 2015 was HK$2,429,000. The relevant
engagement letters had been reviewed and approved by the Audit

Committee.

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

nature and scope of the audit and reporting obligations.

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

Independent Auditors.
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BOARD COMMITTEES (contd)

Remuneration Committee
Role and Function

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

whenever it thinks fit.

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

Meetings

The Remuneration Committee held four meetings during the Year.

Works Performed

The works performed by the Remuneration Committee in the Year are

summarised below:—

(1) assessed the performance of EDs, reviewed and recommended to
the Board the EDs' and senior executives' remuneration packages
for the Year;

(2) noted the annual discretionary bonus to employees;

(3) recommended to the Board the remuneration package of the new
ED;

(4) recommended to the Board the remuneration package and the

terms of service agreement of the new CEO;

(5) recommended to the Board the remuneration package of the

Chairman after his re-designation from ED to NED; and

(6) recommended to the Board to fix the Director's fee of a NED for the

Year.
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BOARD COMMITTEES (contd)

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

In January 2016, the Remuneration Committee made recommendation
to the Board and the Board has approved the adjustment of monthly
salary of Ms. Chan, Lok-wan and Mr. Lam, Kwong-wai to HK$35,000 and
HK$168,500 respectively for the year ending 31st December, 2016 with
reference to their respective duties and responsibilities in the Group as

well as the prevailing market condition.
Remuneration Policy for EDs

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

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

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

expenses incurred in connection with performance of their duties.
Nomination Committee
Role and Function

The Nomination Committee is mandated to review the structure, size,
composition and diversity (including the evaluation of skills, knowledge,
professional experience, cultural and educational background, gender
and age of the Board members and assessment on the independence
of the INEDs) of the Board at least annually as well as to select suitable
and qualified individuals to become Board members and to make
recommendations on any proposed changes to the Board to complement
the Company’s corporate strategy and on succession planning for the

Directors from time to time.
Meetings

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

Nomination Committee (Cont'd)
Works Performed

The works performed by the Nomination Committee in the Year are

summarised below:—

(

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

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

shareholders" approval;

(3) identified suitable individual qualified to become ED and
recommended to the Board on the appointment of an ED based on
the nomination procedures, process and criteria and board diversity

policy stated below;

(4) recommended to the Board on the appointment of the CEO; and

(5) recommended to the Board on the re-designation of ED to NED.

After the Year end, the Nomination Committee made recommendation
to the Board on the re-appointment of retiring Directors for shareholders’
approval at the forthcoming annual general meeting (the “2016 AGM"). It
also assessed the independence of INEDs, including those served more

than 9 years who are subject to re-election at the 2016 AGM.

Board Diversity Policy

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

composition.
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BOARD COMMITTEES (contd)

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

The Nomination Committee leads the process and makes
recommendations for appointments to the Board, whether as additional
appointment or to fill up the casual vacancy of directorship as and when
they arise, in the light of challenges and opportunities facing the Company,
as well as business development and requirements of the Company. In
evaluating and selecting candidate(s) for directorship, the Nomination
Committee considers the character and integrity; skills and expertise;
professional and educational background; potential time commitment
for the board and/or committee responsibilities; and the elements
of the Board Diversity Policy etc. The Nomination Committee makes
recommendation to the Board to appoint the appropriate person among
the candidates nominated for directorship. Suitable candidate(s) shall be
appointed by the Board in accordance with the Bye-laws of the Company

and the Listing Rules.

SPECIAL COMMITTEE

Special Committee had been established since 24th May, 2012,
comprising all the INEDs as members with written terms of reference
in place. It is empowered to handle all matters from the Company's
perspective arising out of the prosecution against Mr. Joseph Lau, Luen-
hung by the Macau Special Administrative Region of the People’s Republic

of China ("“Macau") relating to the acquisition of a piece of land in Macau.

INVESTMENT COMMITTEE

Investment Committee had been established since 15th April, 2014,
comprising Mr. Lau, Ming-wai (before 1st November, 2015) and Ms.
Chan, Sze-wan (on or after 1st November, 2015) as chairman, Mr. Lam,
Kwong-wai as Chief Investment Officer, Mr. Chan, Kwok-wai and Mr.
Ma, Tsz-chun as members with written terms of reference in place. It is
empowered to manage the investment business of the Group (other than
real estate investment) (the “Investment”) and to make recommendations
and provide advice to the Board in relation to Investment or potential

Investment.
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ATTENDANCE RECORD OF DIRECTORS

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

EEHETE

BEFENEBZHFLEHRIIMT : —

Attendance Record of Directors E3 17 i1

No. of meetings attended/held in 2015 (Percentage of attendance in total) R =B - FE HiF /BT EHHA (L EREE)

Regular Ad hoc Audit Remuneration ~ Nomination Special Investment Annual Special
Board Board Committee Committee Committee Committee Committee General General
Meeting Meeting" Meeting Meeting Meeting Meeting Meeting Meeting Meeting®
ENESE  HBRESE ENZBE #HZEE ReZEE  KRZEE  R4ZEg RRAF BRER%5
Name of Directors f 4.3 g3 6 g3 g5 g3 EE &3 A& Age
Executive Directors $17ES
Ms. Chan, Sze-wan* CE e 4/4 9/9 N/A N/A N/A N/A 11 11 il
(CFO) (fiB5#%) (100%) (100%) TR TR TiER TR (100%) (100%) (100%)
Ms. Chan, Lok-wan* LET b 22 5/5 N/A N/A N/A N/A N/A N/A N/A
(1009%) (1009%) TER FER oyl TER TER TER FER
M. Lam, Kiwong-wai MR L 4/4 9/9 N/A N/A N/A N/A 77 il 11
(100%) (100%) TR TR TiEA TR (100%) (100%) (100%)
Ms. Lui Laikwan* BEELL i1 0/ N/A N/A N/A N/A N/A N/A Absent
(100%) (0%) iR MR TR TR MEH TR R
Non-executive Directors 35117 &%
Mr. Lau, Ming-wai’ Bl eyt 4/4 5/9 N/A N/A N/A N/A 6/6 1 Absent
(Chairman) (£F) (1000%) (55.56%) TER TER TER TER (1000%) (100%) 33
Ms. Amy Lau, Yuk-wai AEERL 4/4 9/9 N/A N/A N/A N/A N/A il 1N
(100%) (1009%) TR TR TiER TER TR (1009%) (100%)
Independent Non-executive Directors B F#7ES
Mr. Chan, Kwok-wai REELE 4/4 9/9 4/4 4/4 3/3 0/0 /i 1/1 il
(100%) (100%) (100%) (100%) (100%) (0%) (100%) (100%) (100%)
s, Phills Loh, Lai-ping EEYLL 4/4 9/9 4/4 3/4 303 0/0 N/A 1/ 1/1
(100%) (100%) (100%) (75%) (100%) (0%) TER (100%) (100%)
M. Ma, Tsz-chun BEELE 4/4 9/9 4/4 4/4 33 0/0 /i N N
(100%) (100%) (100%) (100%) (100%) (0%) (100%) (100%) (100%)
Notes:— BiaE: —
* Appointed as CEO on 1st November, 2015. * RZTE—AF+—A—BEZERITHER
* Appointed as ED on 27th July, 2015. # RZE—AF+tA-Z++RABZERNTES -
* Resigned as ED on 27th April, 2015. * RZE-—AFENA-TtHBERTES-

= Resigned as CEO and re-designated from ED to NED on 1st November,
2015.

To avoid conflict of interests, some of the Directors were absent at
certain ad hoc Board meetings that they were required to abstain from
voting.

@ Held on 23rd January, 2015.

MODEL CODE FOR SECURITIES TRANSACTIONS

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

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

CORPORATE GOVERNANCE REPORT ¥ ERB|EE
mERPZEESH (8
ARRNMERHN—EEREBHTBESZH A

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

INTERNAL CONTROL

The Board is responsible for maintaining an adequate system of internal
control in the Company and reviewing its effectiveness through the Audit
Committee. The senior management is responsible for implementation of
such system of internal control. Internal Audit Department is responsible
for reviewing relevant financial, operational and compliance controls and
risk management functions, and reporting their findings and advice to the

Audit Committee.

Annual Review

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

control of the Group and concluded that:—

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

internal control during the Year;

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

to identify, evaluate and manage the risks;

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

and adequate;

(4) significant risks that may influence the Group had been identified,
evaluated and managed through the ongoing monitoring process;

and

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

authorisation.
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INTERNAL CONTROL (contd)

Internal Audit

Internal Audit Department reports directly to the Audit Committee and is

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

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

considered necessary;

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

business units of the Group on a regular basis; and

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

identified by the management for corrective actions.

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

proper implementation of corrective measures.

During the Year, Internal Audit Department had conducted six internal
audits, relevant reports had been submitted to the Audit Committee for
consideration. The Audit Committee was satisfied with the works done by

the Internal Audit Department.

COMMUNICATIONS WITH SHAREHOLDERS

The Company acknowledges that general meetings are good
communication channel with shareholders that the Directors and the
chairman of the Board Committees are encouraged to attend and
answer questions from shareholders at general meetings. The Chairman,
Chairmen of the Audit Committee, the Remuneration Committee and the
Nomination Committee as well as the Independent Auditors had attended
the 2015 AGM to answer questions from shareholders. Members of
the independent board committee were available at the special general
meeting held on 23rd January, 2015 approving connected transactions to

address shareholders’ queries.
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COMMUNICATIONS WITH SHAREHOLDERS
(Cont'd)

At the commencement of each general meeting, the chairman of the
meeting had explained the procedures for conducting a poll to the
shareholders and the shareholders were allowed to raise any question
concerning the poll procedures. At each of the meetings, separate
resolutions were proposed by the chairman of the meeting and put
forward to the shareholders for poll voting. Details of poll results are

available at the Company's website (www.chineseestates.com).

As a channel to promote effective communication, the Company
maintains a corporate website (www.chineseestates.com) to disseminate

the Group's information.

A corporate communications manual has been in place, which provides
guidance for coordinating the disclosure of material information to
investors, analysts and media, identifies who could speak on the
Company's behalf, and outlines the responsibility for communication with

various stakeholder groups.

A shareholders’ communication policy for enhancement of the corporate
governance had been established and the Board had reviewed the

shareholders’ communication policy during the Year.

SHAREHOLDERS' RIGHTS

Convene a Special General Meeting

Shareholders holding at the date of the deposit of the requisition not less
than one-tenth of the paid-up capital of the Company carrying the right
of voting at general meetings of the Company can at all times submit
a signed written requisition, specifying the purpose, to the Board or the
Company Secretary to request the convening of a special general meeting
("SGM") and deposit the requisition at the principal office of the Company
in Hong Kong at 26th Floor, MassMutual Tower, 38 Gloucester Road,
Wanchai, Hong Kong or the registered office of the Company in Bermuda

at Canon's Court, 22 Victoria Street, Hamilton HM 12, Bermuda.

If within twenty-one days of such deposit the Board fails to proceed to
convene the SGM, the requisitionist(s), or any of them representing more
than one half of the total voting rights of all of them, may convene a SGM,
but any SGM so convened shall not be held after the expiration of three

months from twenty-one days of the deposit.
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SHAREHOLDERS' RIGHTS (contd)

Put Forward the Proposals at Shareholders’ Meeting

Shareholder(s) representing not less than one-twentieth of the total voting
rights of all shareholders having a right to vote at the general meeting at
the date of the requisition or shareholders not less than 100 in total can
submit a written requisition to the Board or the Company Secretary to

propose a resolution at the general meeting (the "Written Requisition”).

The Written Requisition must be accompanied by (i) the proposed
resolution; and (ii) a statement of not more than 1,000 words with
respect to the matter referred to in the proposed resolution or the
business to be dealt with at the general meeting. The Written Requisition
must contain the signatures of all the requisitionist(s). The Written
Requisition must be deposited at the principal office of the Company
in Hong Kong at 26th Floor, MassMutual Tower, 38 Gloucester Road,
Wanchai, Hong Kong or the registered office of the Company in Bermuda
at Canon's Court, 22 Victoria Street, Hamilton HM12, Bermuda not less
than six weeks before the general meeting in the case of a requisition
requiring notice of a resolution and not less than one week before the

general meeting in the case of any other requisition.

Provided that if, after a copy of the Written Requisition requiring notice of
a resolution has been deposited at the principal office of the Company
in Hong Kong or the registered office of the Company in Bermuda, an
annual general meeting is called for a date which is six weeks or less after
the copy has been deposited, the copy though not deposited within the
time required shall be deemed to have been properly deposited for the

purposes thereof.

The shareholders concerned must deposit a sum of money reasonably
sufficient to meet the Company's expenses in serving the notice of the
resolution and circulating the statement given by the requisitionists to all
shareholders in accordance with the requirements under the applicable

laws and rules.

Propose a Candidate for Election as a Director at an Annual

General Meeting

Procedures for shareholders to propose a person for election as a
Director had been established and published at the Company's website

(www.chineseestates.com).
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SHAREHOLDERS' RIGHTS (contd)

Shareholders’ enquiries

Shareholders can raise their enquiries to the Board or the Company
Secretary in writing by sending such written enquiries to the principal
office of the Company in Hong Kong at 26th Floor, MassMutual
Tower, 38 Gloucester Road, Wanchai, Hong Kong or by email at
investor.relations@chineseestates.com. Shareholders also have right to

raise questions at general meetings.

CONSTITUTIONAL DOCUMENTS

During the Year, there was no change in the Company's constitutional

documents.

DEVIATIONS FROM CODE PROVISIONS

Chairman and Chief Executive Officer

During the Year, Mr. Lau, Ming-wai acted as both the Chairman and
the CEO until 31st October, 2015. The Board considered that this
structure would not impair the balance of power and authority of the
Board. Following the resignation of Mr. Lau, Ming-wai as the CEO on
1st November, 2015, Ms. Chan, Sze-wan was appointed as the CEO.
The roles of the Chairman and the CEO have been separated since 1st
November, 2015 and their respective roles and responsibilities were set

out in writing.
Directors’ Insurance

The insurance policy had not been renewed upon its expiry in August
2012 due to the substantial increase in premium. During the Year, the
Company had obtained competitive premium quotations. Insurance policy

has been re-arranged in January 2016.

CONCLUSION

The Company believes that corporate governance principles and practices
are essential to the business communities. Ongoing effort will be put
to review its corporate governance practices from time to time so as
to accommodate the changing circumstances. The Company will strive
to maintain and strengthen the standard and quality of its corporate

governance.
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DIRECTORS’ REPORT
EEEHRES

The directors of the Company (the “Directors” or the “Board”) are pleased
to present to the shareholders their report together with the audited
consolidated financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31st December, 2015 (the “Year").

PRINCIPAL ACTIVITIES

During the Year, the Company acted as an investment holding company
and its subsidiaries were principally engaged in property investment
and development, brokerage, securities investment, money lending and

cosmetics distribution and trading.

BUSINESS REVIEW

A review of the business of the Group during the Year and a discussion on
the Group's future business development are contained in the Chairman’s
Statement on pages 9 to 26 of this annual report. Description of possible
risks and uncertainties that the Group may be facing can be found in the
Chairman’s Statement on pages 9 to 26. Furthermore, the financial risk
management objectives and policies of the Group can be found in Note
5 to the consolidated financial statements. Particulars of important events
affecting the Group that have occurred since the end of the Year are
contained in the Chairman’s Statement on pages 18 and 19 and in Note
52 to the consolidated financial statements. An analysis of the Group's
performance during the Year using financial key performance indicators
is provided in the Financial Operation Review on pages 27 to 43 of this
annual report. Discussions on the Group's environmental policies and
performance, relationships with its key stakeholders, and compliance
with the relevant laws and regulations that have a significant impact on
the Group are provided in the Chairman’s Statement, the Corporate
Governance Report and this directors’ report on pages 9 to 26, pages 44

to 61 and pages 62 to 80 of this annual report respectively.

OPERATING SEGMENTS INFORMATION

The Group's revenue and contribution to profit for the Year from
operations analysed by principal activities are set out in Notes 7 and 8 to

the consolidated financial statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company's principal subsidiaries and associates as at
31st December, 2015 are set out in Notes 49 and 50 to the consolidated

financial statements respectively.
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