NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M RRMEE

For the year ended 31st December, 2017 B Z-—FT—tF+-_A=+—HILFE

GENERAL INFORMATION

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

section headed "Directors’ Report” of this annual report.

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

indicated.

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

out in Notes 49 and 50 respectively.

APPLICATION OF NEW AND AMENDED
HKFRSs

The accounting policies adopted in these consolidated financial
statements for the year ended 31st December, 2017 are consistent
with those followed in the preparation of the Group's consolidated
financial statements for the year ended 31st December, 2016

except as described below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

2.

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

In the current year, the Group has applied, for the first time, the
following amendments to existing Hong Kong Financial Reporting
Standards (“HKFRSs") (“Amendments”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"), which are
effective for current financial year of the Group. The Amendments
adopted by the Group in these consolidated financial statements
are set out below:
HKFRSs (Amendments) Annual Improvements to HKFRSs
2014-2016 Cycle relating to
Amendments to HKFRS 12
Disclosure of Interests in Other

Entities

HKAS 7 (Amendments) Disclosure Initiative

HKAS 12 (Amendments) Recognition of Deferred Tax Assets

for Unrealised Losses
Amendments to HKAS 7 Disclosure Initiative

The amendments introduced an additional disclosure that will
enable users of financial statements to evaluate changes in liabilities

arising from financing activities.

The application of the Amendments had no material effect on how
the results and financial position for the current or prior accounting
periods are prepared and presented. Accordingly, no prior period

adjustment has been required.

The Group has not early adopted the following new HKFRSs, new
interpretations and amendments to existing HKFRSs (“new and

amended HKFRSs") that have been issued but are not yet effective:

HKFRSs (Amendments) Annual Improvements to HKFRSs
2014-2016 Cycle except

HKFRS 12 (Amendments)'

HKFRSs (Amendments) Annual Improvements to HKFRSs

2015-2017 Cycle?
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

APPLICATION OF NEW AND AMENDED

HKFRSs (Cont'd)

The Group has not early adopted the following new HKFRSs, new

interpretations and amendments to existing HKFRSs (“new and

amended HKFRSs") that have been issued but are not yet effective:

(Cont'd)

HKFRS 2 (Amendments)

HKFRS 4 (Amendments)

HKFRS 9 (Amendments)

HKFRS 10 and HKAS 28
(2011) (Amendments)

HKFRS 15

HKFRS 15 (Amendments)

HKFRS 16

HKFRS 17

HKAS 28 (2011)
(Amendments)

HKAS 40 (Amendments)

HK(IFRIC) — Int 22

HK(IFRIC) — Int 23

Classification and Measurement
of Share-based Payment
Transactions'

Applying HKFRS 9 Financial
Instruments with HKFRS 4

Insurance Contracts'

Clarifications to HKFRS 92

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Revenue from Contracts with
Customers'

Clarifications to HKFRS 15!

Leases?

Insurance Contracts®

Long-term Interests in Associates
and Joint Ventures?

Transfers of Investment Property’

Foreign Currency Transactions and
Advance Consideration'

Uncertainty over Income Tax

Treatments?

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

2018

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

2019

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

2021

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

determined
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

2.

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 establishes a new five-step model to account for revenue
arising from contracts with customers. Under HKFRS 15, revenue
is recognised at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods
or services to a customer. The principles in HKFRS 15 provide a
more structured approach for measuring and recognising revenue.
The standard also introduces extensive qualitative and quantitative
disclosure requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract
asset and liability account balances between periods and key
judgments and estimates. The standard will supersede all current
revenue recognition requirements under HKFRSs. In September
2015, the HKICPA issued an amendment to HKFRS 15 regarding a
one-year deferral of the mandatory effective date of HKFRS 15 to
Tst January, 2018. In June 2016, the HKICPA issued amendments
to HKFRS 15 to address the implementation issues on identifying
performance obligations, application guidance on principal versus
agent and licences of intellectual property, and transition. The
amendments are also intended to help ensure a more consistent
application when entities adopt HKFRS 15 and decrease the cost

and complexity of applying the standard.

The directors of the Company (“Directors”) are currently assessing
the effects of applying HKFRS 15 and, at this stage, the Directors
anticipate that the application of HKFRS 15 would not result in any

significant impact on the results and financial position of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

APPLICATION OF NEW AND AMENDED
HKFRSs (Cont'd)

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the identification
of lease arrangements and accounting treatments for both lessors
and lessees. It distinguishes leases and service contracts on the
basis of whether an identified asset is controlled by a customer.
Subject to limited exceptions for short-term leases and low value
assets, distinctions of operating and finance leases are removed
for lessee accounting, and is replaced by a model where a right-of-
use asset and a corresponding liability have to be recognised for
all leases by lessees. However, the standard does not significantly

change the accounting of lessors.

As at 31st December, 2017, the Group has non-cancellable
operating lease commitments of approximately HK$41,812,000.
A preliminary assessment indicates that these lease arrangements
will meet the definition of a lease under HKFRS 16, and hence
the Group will recognise right-of-use assets and corresponding
liabilities in respect of all these leases unless they qualify for low
value or short-term leases upon the application of HKFRS 16. In
addition, the application of new requirements may result changes
in measurement, presentation and disclosure as indicated above.
However, it is not practicable to provide a reasonable estimate of

the financial effect until the Directors complete a detailed review.

Save as described above, the Directors are in the process of
assessing the potential impact of the new and amended HKFRSs
but are not yet in a position to determine whether the new and
amended HKFRSs will have a significant impact on how the Group's
results of operations and financial position are prepared and
presented. The new and amended HKFRSs may result in changes in
the future as to how the results and financial position are prepared

and presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

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

Companies Ordinance (Cap. 622).

As at 31st December, 2017, the Group's current liabilities
exceeded its current assets by approximately HK$2,804,826,000.
Notwithstanding the above result, the consolidated financial

statements have been prepared on a going concern basis.

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

meet its future working capital and financing requirements.

As at 31st December, 2017, the Group had unutilised bank facilities.
Based on the latest communications with the banks, the Directors
are not aware of any intention of the principal banks to withdraw
their bank facilities or require early repayment of the borrowings,
and the Directors believe that the existing bank facilities will be
renewed or roll-overed when their current terms expire given the
good track records and relationships the Group has with the banks.
Further, the Group has unutilised loan facilities from a Director
(Note 37). In addition, the Group held a portfolio of listed securities
investments and treasury products presented as non-current
assets as at 31st December, 2017 in aggregate of approximately
HK$25,090,117,000 (Notes 25 and 26), which could be realised

into cash, if necessary.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

The Directors have reviewed the Group's cash flow projections
prepared by the management. The cash flow projections cover
a period of not less than twelve months from 31st December,
2017. Based on these cash flow projections, the Group will have
sufficient financial resources to meet its financial obligations as
and when they fall due in the coming twelve months from 31st
December, 2017. The management has made key assumptions
on the projections with regard to the anticipated cash flows from
the Group's operations, capital expenditures and the continuous
availability of bank facilities. The Group's ability to achieve the
projected cash flows depends on the continuous availability of bank

facilities from its banks.

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

consolidated financial statements on a going concern basis.

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

the accounting policies set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

Fair value measurements

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

36 "Impairment of Assets”.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value

measurements in its entirety, which are described as follows:

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

access at the measurement date;
Level 2: inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or

liability, either directly or indirectly; and

Level 3: inputs are unobservable inputs for the asset or liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(@

Basis of consolidation

Subsidiaries

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

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

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

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

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

subsidiary.

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

profit or loss as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE @

ACCOUNTING POLICIES (contd)

(a) Basis of consolidation (Cont'd) () HAERBEE(E
Subsidiaries (Cont'd) AT RE D)

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

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

interests having a deficit balance.

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

line with the Group's accounting policies.

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

the Group are eliminated in full on consolidation.

Changes in the Group’s ownership interests in

existing subsidiaries

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

owners of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31st December, 2017 HE_Z

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(a)

(b)

Basis of consolidation (Cont'd)

Changes in the Group’s ownership interests in

existing subsidiaries (Cont'd)

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised
in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary, that is, reclassified
to profit or loss or transferred to another category of equity
as specified/permitted by applicable HKFRSs. The fair value
of any investment retained in the former subsidiary at the
date when control is lost that is regarded as the fair value on
initial recognition for subsequent accounting under HKFRS 9
(2014) “Financial Instruments”, when applicable, the cost on
initial recognition of an investment in an associate or a joint

venture.

Goodwill

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

accounting policy above).

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

as a bargain purchase gain.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HE_Z

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(b)

(9

Goodwill (Cont'd)

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

synergies of the combination.

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

subsequent periods.

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

on disposal.

Investments in associates

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor an interest in a
joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee

but is not control or joint control over those policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31st December, 2017 HE_Z

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(9

Investments in associates (Cont'd)

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

obligations or made payments on behalf of the associate.

The requirements of HKFRS 9 (2014) are applied to
determine whether it is necessary to recognise any
impairment loss with respect to the Group's investment in
an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount. Any
impairment loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently

increases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HE_Z

—tF+A=t+-HLFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(9

Investments in associates (Cont'd)

The Group discontinues the use of the equity method from
the date when the investment ceases to be an associate,
or when the investment (or a portion thereof) is classified
as held for sale. When the Group retains an interest in the
former associate and the retained interest is a financial asset,
the Group measures the retained interest at fair value at
that date and the fair value is regarded as its fair value on
initial recognition in accordance with HKFRS 9 (2014). The
difference between the carrying amount of the associate
at the date the equity method was discontinued and the
fair value of any retained interest and any proceeds from
disposing of a part interest in the associate is included in the
determination of the gain or loss on disposal of the associate.
In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to
that associate on the same basis as would be required if
that associate had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously recognised
in other comprehensive income by that associate would be
reclassified to profit or loss on the disposal of the related
assets or liabilities, the Group reclassifies the gain or loss from
equity to profit or loss (as a reclassification adjustment) when

the equity method is discontinued.

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

profit or loss on the disposal of the related assets or liabilities.

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

related to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(d)

(e)

Impairment losses (other than goodwill and intangible

assets with indefinite useful lives)

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

recognised immediately in profit or loss.

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

impairment loss is recognised immediately in profit or loss.

Investment properties

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

period in which they arise.

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

loss for the period in which changes take place.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

(e)

Investment properties (Cont'd)

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

is derecognised.

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

included in profit or loss.

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

retained profits.

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

recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

®

Property, plant and equipment

Property, plant and equipment including buildings and
leasehold land classified as finance leases (other than
properties under development) are stated at cost less
subsequent accumulated depreciation and accumulated

impairment losses, if any.

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

where shorter, the term of the relevant lease.

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

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

Type

Leasehold land Over the remaining lives of the
leases

Buildings Over the shorter of the
remaining unexpired period

of the lease and 40 years

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

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

the period in which the asset is derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

(8

Stock of properties

Stock of properties including completed properties and
properties under development, which are held-for-trading, is

stated at the lower of cost and net realisable value.

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

be incurred in selling the property.

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

of completion and costs to be incurred in selling the property.

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

which the reversal occurs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis

For the year ended 31st December, 2017 HE_Z

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(h)

0]

@)

Inventories

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

net realisable value.

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

expenses.

Intangible assets

Trading rights, exchange rights and trademark

Trading rights, gold and silver exchange rights and trademark
are stated at cost less accumulated amortisation and less any
identified impairment loss. The amortisation period adopted

for intangible assets is 5 years.

Financial instruments

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

at the transaction price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)
Financial assets

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

on the classification of the financial assets.
(1) Cassification and measurement

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

designated as at FVTPL on initial recognition):

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

to collect contractual cash flows; and

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

principal amount outstanding.

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

the following conditions are met:

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

financial asset; and

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

principal amount outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

®

Classification and measurement (Cont'd)

All other financial assets that are other than those

categorised as amortised cost and FVTOCI above, are

categorised as measured at FVTPL.

M

Amortised cost and effective interest method

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

initial recognition.

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

revenue or investment income as appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

() Financial instruments (Cont'd) (G) =®mIA(E)
Financial assets (Cont'd) THEE (B)
(i) Classification and measurement (Cont'd) ) DEREE (&)

@

Financial assets measured at FVTOCI

On the date of initial application of HKFRS 9
(2014), the Group may make an irrevocable
election (on an instrument-by-instrument basis)
to designate investments in equity instruments
as at FVTOCI. Designation at FVTOCI is not
permitted if the equity investment is held-for-
trading. A financial asset is held-for-trading if it
has been acquired principally for the purpose
of selling it in the near term or it is a derivative
that is not designated and effective as a hedging
instrument.

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

measured at FVTOCI reserve. Fair value is

@
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determined in the manner described in Note URMATFEFEZEHE
5(c) to the consolidated financial statements. EZHER Rt R TERE

Dividend income is recognised in profit or loss

and is included in investment income.

The Group has designated all investments in
equity instruments (listed or unlisted) that are
not held-for-trading as at FVTOCI since the
application of HKFRS 9 (2014).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FEETBEREE @
ACCOUNTING POLICIES (contd)
(j)  Financial instruments (Cont'd) (G) =®IA (&)
Financial assets (Cont'd) PHEE (&)
(i) Classification and measurement (Cont'd) ) PHERHE(E)
(3) Financial assets measured at FVTPL 3) BEBEZURBMAFEE
ZERERE
Financial assets measured at FVTPL comprise AEREERNARBAFEE
derivatives that are not designated and effective ZEMEEBEIFWETER
as hedging instruments and club debentures. FRES R 2 TETAEUNRS
FEfEs-o
Investments in equity instruments are classified AT AKRESERBIRE
as FVTPL, unless the Group designates such HEARBATFE BRIEASE
investment that is not held-for-trading as at B P 1) 25 AR I 15 TE AL I A
FVTOC!I on initial recognition (see (i)(2) above). EEEZRERBBEMS
Al mARRAFE(R L
X(@H(2)) -
Debt instruments that do not meet the TR & B A AN Rl B E A
amortised cost and FVTOCI criteria (see above) TEKEARB AT EE
are measured at FVTPL. In addition, debt AlzEBIA (R EX)H
instruments that meet the amortised cost criteria RiBBAEE AR AT ER
but are designated as at FVTPL are measured £ o gboh - BT & B 35 BK
at FVTPL. A debt instrument may be designated AR W IEERBBA
as at FVTPL upon initial recognition if such mARMAFEZERL
designation eliminates or significantly reduces a B AmiBRBmARERAT
measurement or recognition inconsistency that Bt E- WA EEERIEHE
would otherwise arise from measuring assets or AR RIE T 2R LI
liabilities or recognising the gains and losses on =Bz BER DEFAEE
them on different bases. Ek B E R R K E

BUARZFET L BB
TARAIR YT R HRIETE
REBIBE R AR D F(E -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

(j)  Financial instruments (Cont'd) (G) =®IA (&)
Financial assets (Cont'd) PHEE (&)
(i) Classification and measurement (Cont'd) ) PHERHE(E)
(3) Financial assets measured at FVTPL (Cont'd) 3) BBEBZARMAFERFZ
ZEEEE (B)
Financial assets measured at FVTPL are AERERNARBAFEE
measured at fair value at the end of the reporting ZEMEENRMERARER
period, with any gains or losses arising from FEFE - ESHAEmE
remeasurement recognised in profit or loss. 7 WS EER B
The net gain or loss recognised in profit or loss P P8 m R 2 M a sk
is included in investment income. Fair value is BEEIFHEAFELRERA
determined in the manner described in Note Wo R FEEGE MG RE
5(c) to the consolidated financial statements. M EES ()Pt 2 75 N -
Interest income on debt instruments at FVTPL BRBERNARBRAFTEZE
is recognised in profit or loss and is included in BLAEZMBWARBmF
investment income. B"REBEERERAR -
(i) Impairment of financial assets (i) =HEEZHE

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

loss.

The Group measures loss allowances at an amount
equal to lifetime ECLs. For trade receivables, the Group
applies the simplified approach to providing for ECLs
prescribed by HKFRS 9 (2014), which requires the
use of the lifetime expected loss provision for all trade

receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Impairment of financial assets (Cont'd)

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

looking information.

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

instrument.

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

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

over which the Group is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses over the expected life of the financial assets.
Credit losses are measured as the present value of all
cash shortfalls (i.e. the difference between the cash
flows due to the entity in accordance with the contract

and the cash flows that the Group expects to receive).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)
Financial assets (Cont'd)
(1) Impairment of financial assets (Cont'd)

Credit-impaired financial assets

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

of the financial asset have occurred.

Evidence that a financial asset is credit-impaired

includes observable data of the following events:

. significant financial difficulty of the borrower or
issuer;

. a breach of contract such as a default or past
due event;

. the restructuring of a loan or advance by the
Group on terms that the Group would not

consider otherwise;

. it is becoming probable that the borrower
will enter bankruptcy or other financial
re-organisation, or the disappearance of an
active market for a security because of financial

difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)

Financial assets (Cont'd)

(i)

Derecognition of financial assets

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire or,
the financial assets are transferred and the Group has
transferred substantially all the risks and rewards of

ownership of the financial assets to another entity.

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

recognised in profit or loss.

On derecognition of a financial asset that is classified
as at FVTOCI, the cumulative gain or loss previously
accumulated in the financial assets measured at
FVTOCI reserve is not reclassified to profit or loss, but is

transferred to retained profits.

Financial liabilities and equity instruments

®

Classification and measurement

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

instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

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

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

liabilities and equity instruments are set out below.

(1) Financial liabilities at FVTPL

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

instruments.

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

loss in the period in which they arise.

(2) Other financial liabilities subsequently measured

at amortised cost and effective interest method

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

initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(j) Financial instruments (Cont'd)

Financial liabilities and equity instruments (Cont'd)

(1) Cassification and measurement (Cont'd)

@

3

Other financial liabilities subsequently measured

at amortised cost and effective interest method
(Cont'd)

Interest expense is recognised using effective
interest method for financial liabilities, other than
those financial liabilities at FVTPL.

Other financial liabilities are subsequently
measured at amortised cost, using the effective
interest method. Interest expense that is not
capitalised as part of costs of an asset is included

in finance costs.
Equity instruments

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

issue costs.

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

Company's own equity instruments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

(j)  Financial instruments (Cont'd) (G) =®IA (&)

Financial liabilities and equity instruments (Cont'd)

(i) Derecognition of financial liabilities

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

recognised in profit or loss.

Financial guarantee contract

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the original or
modified terms of a debt instrument. A financial guarantee
contract issued by the Group and not designated as at FVTPL
is recognised initially at its fair value less transaction costs that
are directly attributable to the issue of the financial guarantee
contract. A financial guarantee contract that is classified as
financial liabilities at FVTPL shall be subsequently measured
at fair value. Otherwise, subsequent to initial recognition,
the Group measures the financial guarantee contract at
the higher of (i) the amount of the loss allowance; and (ii)
the amount initially recognised less, when appropriate, the
cumulative amount of income recognised in accordance with

the principles of HKAS 18 “Revenue”.

138  CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2017

EHEBRREITR (&)

() BEERLBEE

EAKEREANZHERIE
R BUBSEIEE  SRAES
KEUHER - BURERZ SR AR
FEERCNRENREZZSE
TR EE R -

HBERERN

MBERBORRBEEEARERE
BT AZRAKEERGERMEN K
B BEOTARXNETEETHBEAN
MEEARRBRZEHN BAREEE
TR IFRIETE RBBESEARKRAF
BEZWBEREONIIZE R FERE
THBERA NI EEKBIER ZKAHE
BoMBEREODIBRHBBEENAR
MAFEzEMEE BRREAFER
E-BA ROFHERR  AREAGOE
BRBzE RN ERZ SRR
RIBEEGFTERFE 185 WA ZRE
RZBFFWALE (WER) (MEF
NEEERE)GEVNBERED-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31st December, 2017 HE_Z

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(k)

Revenue recognition

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

delivery of property to the purchaser, whichever is earlier.

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

under current liabilities.

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

lease.

Sale of securities investments are recognised on a trade date

basis.

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

when the relevant contract notes are executed.

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

which the services are rendered.

Dividend income from investments is recognised when the

Group's right to receive payment has been established.

Revenue from sales of cosmetic products is recognised when

goods are delivered and titles have been passed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

(k) Revenue recognition (Cont'd) (k) WARR (&)
Interest income from a financial asset is accrued on a time CRMEEZMBWMATI R AR ERILE
basis by reference to the principal outstanding and at the FREBRF = LR AT E AR X
effective interest rate applicable, which is the rate that exactly ERemEERTFEBMAEHETRK
discounts the estimated future cash receipts through the BEWA LA ZE NV SRR EE
expected life of the financial asset to that asset's net carrying AREFEZ MK
amount on initial recognition.

() Taxation ) #HimE

Income tax expense represents the sum of the tax currently

payable and deferred tax.

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

enacted by the end of the reporting period.

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

taxable profit nor the accounting profit.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

)

Taxation (Cont'd)

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

future.

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

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

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

the business combination.

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

net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)
(m) Leasing

(m) HE

Leases are classified as finance leases whenever the terms NEXETEEEHERGE B8R

(m)

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

operating leases.

The Group as lessor

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

basis over the lease term.

The Group as lessee

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

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

Foreign currencies

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

not retranslated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(m)

Foreign currencies (Cont'd)

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

directly in other comprehensive income.

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

disposed of.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HE_Z

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(m)

(0)

Foreign currencies (Cont'd)

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

of the Company are reclassified to profit or loss.

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

is reclassified to profit or loss.

Borrowing costs

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

or sale.

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

period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(p)

(@)

Retirement benefits costs

Payments to defined contribution retirement benefit schemes
are recognised as expenses when employees have rendered

service entitling them to the contributions.

Provisions

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

estimate can be made of the amount of the obligation.

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

value of those cash flows.

Non-current assets held for sale

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

completed sale within one year from the date of classification.

(p)

(@
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

() Non-current assets held for sale (Cont'd) (n HELHEZFERDEE (&)
When the Group is committed to a sale plan involving loss EREBEABEBISREEMBARZ
of control of a subsidiary, all of the assets and liabilities of M 2 SHEET R i R AR
that subsidiary are classified as held for sale when the criteria ZINBAFIZIBEERBBEDER
described above are met, regardless of whether the Group FELE TRASEBNZANER
will retain a non-controlling interest in its former subsidiary AIHERINOIREIFERER -
after the sale.
Non-current assets (and disposal groups) classified as held DERBELEZIERDEE (REE
for sale (other than investment properties accounted for ) (RBREBSFIERE405% [12E
under the fair value model in HKAS 40 “Investment Property” MEIANRNFEREAFEZREWER
and financial assets within the scope of HKFRS 9 (2014)), HeBBVBRELERNZEIR (20145F)
are measured at the lower of their previous carrying amount BEANZREERIN) DIREELA
and fair value less costs to sell. ZHREERAFERLE SRR (LEIE

ERE)FE-
(s) Related parties (s) BEEAL

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

related to the Group if that person:

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

(2) has significant influence over the Group; or

(3) is a member of the key management personnel

of the Group or the Group's parent.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (contd)

(s) Related parties (Cont'd)

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

conditions applies:

M

@

3

)

®)

)

)

®

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

others).

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

a member).

both entities are joint ventures of the same third

party.

one entity is a joint venture of a third entity and

the other entity is an associate of the third entity.

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

also related to the Group.

the entity is controlled or jointly controlled by a

person identified in (i).

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

parent of the entity).

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

Group.

3. FESTHHRERE »

(s) BAEALX(E

)

(i) fHFFE TIMEMA R AEEEAR
SHEERE

M

@

3

)

)

(6)

@

®)

BN R
ool
X
T
N
=
H
I
eIl
=
=
5

el

S

~
o

i

o oS ER

e
R

\
r

5 80
\

& omd g

i

5

o>
: o
N o)

m o> &8
o~
DS S

i

]
D]
||
N
=
T
D
‘El,
D

BRA—BE=T

Z A
o> oj
]
el

mf
?E'\’%
J

i

v

S
|

N

3w
[
N

o B

w

\
b

N FE

® op
#omy nd
b
o

[
i
6
m
I~
i

g

==

p=1113
4
L

ma

RAEBERAREEA
Z B B REBR R A
WEARBASBZE
HEBZ BETRER
B

m\a

==

a5
\ﬂ]]]'

foiz

??ﬁiiF

B o

i
i

eyl
.T_!Sm

3o

i) TR Ffr At A 422

A (1)IE P A £ 7] $ 5%
EREEATENNEZLE
B(kZERBZERAZ
FEEBAB-

TE-LHEFHR  EABXEE

147



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT 3. FESTHERE W

ACCOUNTING POLICIES (contd)

(s) Related parties (Cont'd) (s) PBAEAL(HE)
A related party transaction is a transfer of resources, services BEATRGEEASEAEREBEALTZ
or obligations between the Group and a related party, MERER RGBT T E W
regardless of whether a price is charged. B
Close members of the family of a person are those family 1B Bl A £ B R 5 U0 B R BE B B = 46 B 5%
members who may be expected to influence, or be ERRHKNBHAIZEZERATHE
influenced by, that person in their dealings with the entity. ZEMALTHENREKE -

(t) Contingent liabilities and assets t) DAREEBREE

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

will then be recognised as a provision.

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

certain, an asset is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (contd)
(u) Operating segments

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

purpose.
(v) Dividend distribution

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

appropriate.

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES

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

relevant. Actual results may differ from these estimates.

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

the revision affects both current and future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

4.

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (Contd)

Critical judgments in applying accounting policies

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

consolidated financial statements.

Fair value of financial assets measured at FVTOCI

As described in Note 5(c), the management of the Group uses
its judgments in selecting an appropriate valuation technique for
financial instruments not quoted in an active market. Valuation
techniques commonly used by market practitioners are applied.
The Group's unlisted equity securities with carrying amounts of
approximately HK$1,031,230,000 (2016: HK$882,865,000) are
valued using a discounted cash flow analysis and reference to
the fair values of the underlying properties and assets based on
assumptions supported, where possible, by observable market
prices or rates. The estimation of fair value of these equity securities
also includes some assumptions not supported by observable

market prices or rates.
Impairment loss in respect of trade and other receivables

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

additional allowances may be required.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (Contd)

Critical judgments in applying accounting policies (Cont'd)
Fair value of investment properties

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

value of the investment properties will change in future.
Key sources of estimation uncertainty

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

the next financial year.
Deferred tax assets

As at 31st December, 2017, a deferred tax asset of approximately
HK$2,521,000 (2016: HK$1,322,000) in relation to unused tax
losses has been recognised in the consolidated statement of
financial position. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the actual
future profits generated are less than expected, a material reversal
of deferred tax assets may arise, which would be recognised in the
consolidated statement of comprehensive income for the period in

which such a reversal takes place.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZE =T —+tF T+ A=+ —HILFE

4. CRITICAL ACCOUNTING JUDGMENTS 4, BAESTTHERMGE @

AND ESTIMATES (Contd)

Key sources of estimation uncertainty (Cont'd)
Impairment of goodwill and intangible assets

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

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

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

estimates.
Impairment loss in respect of interests in associates

The management of the Group determines whether interests
in associates have suffered any impairment whenever events
or changes in circumstances indicate that the carrying amounts
may not be recoverable, according to their recoverable amounts
determined by the CGUs based on value-in-use calculations.
The determination of impairment indication requires significant
judgments, and the calculations require the use of estimates which

are subject to change of economic environment in future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

Financial assets

EREE
Financial assets measured at fair value

through profit or loss ZEBEE
Financial assets measured at fair value

through other comprehensive income

Amortised cost # SH R AR
Financial liabilities cREE
Amortised cost B SH R AR

Financial risk management objectives and policies

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

measures are implemented on a timely and effective manner.

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

manages and measures the risks.

5. T H

(a)

BBEEARRAFERE

BB HE 2 R A R
APEAEZERMEE

(b)

EMIAER

2017 2016
HK$"000 HK$'000
FTEx TAET
10,808,632 15,015,673
24,141,960 5,442,591
2,643,938 8,746,531
19,100,426 15,392,889
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZE =T —+tF T+ A=+ —HILFE

5. FINANCIAL INSTRUMENTS (contd) 5. €T A
(b) Financial risk management objectives and policies (b) SREAMEEBZEREE (&)

(Cont'd)

Market risk mEE

(i) Foreign currency risk 0 IMEE R
The Group is mainly exposed to foreign exchange REEFEEHHRKFERS
risk arising from future commercial transactions, and AR BHEREE B EMEEIN
from recognised assets and liabilities. The functional EI—LF"’*“ZK/ RIREREBEZEM
currency of the Company and its major subsidiaries in RNRAIZNEEEB BB EF K
Hong Kong is HK$ in which most of the transactions B’\“%M/’émuﬂﬁ B K
are denominated. The functional currencies of those Bliga s B AR 2 NEEEE S
subsidiaries operating in the United Kingdom and in the PlAEEsE ([ ]) RARKE (TA
PRC are Pound Sterling ("GBP") and Renminbi (“RMB") R¥E]) - ZBHRRBORXHDRIAK
respectively in which most of their transactions are BRAREFE - AEEF2EE
denominated. The Group is mainly exposed to foreign TUH B8 R A R B BE 3O B) w A
exchange risk in respect of exchange fluctuations ZOMNER - HMEARBEREME
of HK$ against GBP and RMB. The conversion of BAESTEBUFED ZINEE
RMB into other currencies is subject to the rules and il 2 38 A S 3R 1T - REEB B
regulations of foreign exchange control promulgated by WEEHIINEEER BB INEY
the government of the PRC. The Group currently does R o R B F BB B INE
not have a foreign currency hedging policy in respect [RUBg - A7 8 B R E R T E KA
of foreign currency assets and liabilities. The Group will W R -

monitor its foreign currency exposure closely and will
consider hedging significant foreign currency exposure

should the need arise.

The Group's exposure to foreign currency risk at the REFMRAS ZIINERBRNRERE

end of the reporting period is as follows: HARAT
2017 2016
HK$000 HK$'000
THExT FHT

Assets BE

United States dollar (“"US$") FEr([ZE7x]) 11,280,413 16,223,974
GBP HE 2,157,335 1,585,619
RMB AR 131,636 186,936
Euro (“EUR") BT ([&ol) 24,239 294,678
Singapore dollar ("SGD") s or ([#rhnsgoTl) - 232,535
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

®

Foreign currency risk (Cont'd)

The Group's exposure to foreign currency risk at the

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

Liabilities =L

us$ EY

GBP i
RMB AR
EUR B T

SGD s T

Sensitivity analysis

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

excluded from the analysis below.

5% is the sensitivity rate used when reporting foreign
currency risk internally to key management personnel
and represents management's assessment of the

reasonably possible change in foreign exchange rates.

5. @@ TR @

(b) eREABEEEEREE (B

TEmE (E)
) SMEEE (&

AEBRAZ ZINERBARE
BRI : (48)

2017 2016
HK$ 000 HK$'000
THET FHT
345,288 7,834,468
593,728 -
28 10,672
= 156,410
= 211,981

GRE DT

TR AEELE T AEREINE
ZER TR T 5% U E ©
RN TTEE TR - MRRETT
BT HLEEREERAR X
TR TEHR T2

BAHEEBEDA SRS
LR 2 A S00(F /5 BB L
M B % A E B Y EE LR
AR 2 4T -

TE-LHEFHR  EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st December, 2017 HE_Z

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Market risk (Cont'd)

®

156  CHINESE ESTATES HOLDINGS LIMITED

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

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

, .
Group's presentation currency.

A positive number below indicates an increase in profit
where the relevant currencies strengthen 5% against
HK$. For a 5% weakening of the relevant currencies
against HK$, there would be an equal and opposite

impact on the profit.

Impact of b4
GBP HEE
RMB AR
EUR BT
SGD sk T

ANNUAL REPORT 2017

5.

mEMBREME
—tE+-A=+-BLEE

EBTHR®

(b)

CREREEERREE (B)

FAEEE (H)
O SEEE (B

BREN T (B)

FREDTRERER ZINER
BEERIRR AR WS R5%
ZHNEEE RE B FEZIAR © HU
EoemISERRETARE
BIIETHSNERS A T RN
BRETASRBEZER (HFHEZE
BRERASERATIEEE R A
Sh2EE) X TEERBRE
RBINEB 2 BREREANEE
ZENE¥MESEZBE -

TXHEHRRTHBERE LA T
2 FEE % 8 58 50/0P%F i | 2 1 A1 © fieh
HEER BT 2 ERE555%
AR FNER 2 ERFF R
o

Profit
Rl

2017 2016
HK$'000 HK$'000
FET FHET
78,180 79,281
6,580 8,813
1,212 6,913
- 1,028




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis

For the year ended 31st December, 2017 HE_Z

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Market risk (Cont'd)

®

(i)

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

There would be no material impact on the Group's
other components of equity for the years ended 31st
December, 2017 and 2016.

The net effect of the Group's sensitivity to foreign
currency risk was attributable to the Group's monetary
assets and liabilities with exposure to foreign currency
risk at the end of the reporting period.

Cash flow interest rate risk

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

should the need arise.

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

of financial institutions.

5.

—tEFT A=t HILEFE

EBTHR®

(b)

CREREEERREE (B)

FAEEE (H)
O SEEE (B

(i)

BREN T (B)

HAEBRBE_ZT—tFR-F
—RNFETZA=+—BIFEZR
AESmHEME YT EERTE

AEBEINERBREBRE 2 FHE
TR AR BN HRE AR AR
KRz EBEERAEMREL -

HE n B FmEE

REEBEBENFEHECEER
BE(EEBEN-—HBE QAR
HEHER RITEHS REA
ME=ZTTFHFHEMSRENUR
fiatg) A EBEAERESRE
MEER - ZE R T EFIENE
AP 5 AR T LABR BR o AN SR EER AL

B RERBER AT AREZ
BEBEREFRER WY RE

= B RE AR KR o

AEBZASRENETRARER
ETREBARITAERE ([FE
RITAZERS]) ~ RBERITRENR
B(IRBBTRAXRE]) RE
BHE([REBMNE])LSEE
BZEERAZKE-

TE-LHEFHR  EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HE_Z

5. FINANCIAL INSTRUMENTS (contd)

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

Market risk (Cont'd)

(i)

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

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

and borrowings).

If the floating rates had been 50 basis points
higher/lower, with all other variables held
constant, the Group's profit before tax for the year
ended 31st December, 2017 would decrease/
increase by approximately HK$77,200,000 (2016:
HK$65,826,000). This was mainly attributable to the
Group's exposure to interest rates on its variable-rate

borrowings.

There would be no material impact on the Group's
other components of equity for the years ended 31st
December, 2017 and 2016.

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

net debt carries at variable-rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis

For the year ended 31st December, 2017 HE_Z

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Market risk (Cont'd)

(i)

Price risk

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

changes.

The management of the Group manages this exposure
by maintaining a portfolio of investments with different
risk profiles. In addition, the Group has appointed a
special team to monitor the price risk and will consider

hedging the risk exposure should the need arise.

5.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZE =T —+tF T+ A=+ —HILFE

5. FINANCIAL INSTRUMENTS (contd)

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

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

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

reporting period.

If prices had been 5% higher/lower, the Group's
profit before tax for the year ended 31st December,
2017 would increase/decrease by approximately
HK$540,432,000 (2016: HK$750,784,000). This was
due to the changes in fair value of financial assets
measured at FVTPL.

If prices had been 5% higher/lower, the Group's
other components of equity for the year ended
31st December, 2017 would increase/decrease
by approximately HK$1,207,098,000 (2016:
HK$272,130,000) as a result of the changes in fair

value of financial assets measured at FVTOCI.

Credit risk

The Group's maximum exposure to credit risk in the event of
the counterparties’ failure to perform their obligations as at
31st December, 2017 in relation to each class of recognised
financial assets is the carrying amounts of those assets as
stated in the consolidated statement of financial position. The
Group's time deposits and bank balances are deposited with
banks of high credit quality in Hong Kong, Mainland China

and overseas.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Credit risk (Cont'd)

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

strength of each counterparty.

In an attempt to forestall adverse market movement, the
Group also monitors potential exposures to each financial
institution counterparty. In addition, the Group reviews the
recoverable amount of each individual debt at the end of
the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the
Directors consider that the Group's credit risk is significantly

reduced.

As at 31st December, 2016, the Group was subject to
concentration risk as there was receivable from a single
debtor of approximately HK$5,100,696,000 presented under
debtors, deposits, other receivables and prepayments which
represented a major portion of the Group's trade and other
receivables. A listed company acts as surety to the debtor
by providing guarantee for the payments of the receivables.
During the year ended 31st December, 2017, the Group

received all the remaining balances of the receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Credit risk (Cont'd)

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

monitor the risks as disclosed in Note 5(b)(iii) above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Credit risk (Cont'd)

The Group's concentration of credit risk by geographical
location is mainly in Hong Kong, the United Kingdom and
Mainland China. As at 31st December, 2017, the Group was
subject to investment concentration risk as there were bonds
investment with three issuers with their respective amount
of approximately HK$1,080,970,000, HK$1,427,589,000
and HK$1,808,729,000 (2016: a single issuer of
approximately HK$2,538,017,000) presented as financial
assets measured at FVTPL and a listed equity security of a
company of approximately HK$23,110,730,000 (2016: a
listed equity security of another company of approximately
HK$4,559,726,000) presented as financial assets measured
at FVTOCI which represented a major portion of the Group's
investment portfolio as determined by the management of
the Group. Investment concentration risk may materialise
when the market in which those bonds are traded is
constricted (related risk is detailed in liquidity risk below),
or when the fair value of those bonds/that listed equity
securities are declined (related risk is detailed in price risk
above). The Group also monitors regularly to avoid over-
concentration (such as investment products and underlying

foreign exchange, etc.) of the investment portfolio.

Liquidity risk

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

institutions without the Group's consent.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd)

(b)

Financial risk management objectives and policies
(Cont'd)

Liquidity risk (Cont'd)

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

unfavourable price.

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

and financial liabilities.

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

bankers for renewals of bank borrowings whenever necessary.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31st December, 2017 HE_Z

5. FINANCIAL INSTRUMENTS (contd)

Financial risk management objectives and policies

(Cont'd)

Liquidity risk (Cont'd)

The following tables detail the Group's remaining contractual

maturity for its non-derivative financial liabilities based on the

agreed repayment terms. The tables have been drawn up

based on the undiscounted cash flows of financial liabilities

based on the earliest date on which the Group can be

required to pay. The tables include both interest and principal

cash flows.

Non-derivative financial liabilities
Borrowings

Creditors and accruals

Securities trading and margin payable
Amounts due to associates

Amounts due to non-controlling shareholders
Loan from a director

Total

Non-derivative financial liabilities
Borrowings

Creditors and accruals

Securities trading and margin payable
Amounts due to associates

Amounts due to non-controlling shareholders

Total

FITESREE

B&

JETBRIB R B AT FROR
JEft *%%ﬁ&ﬁﬁﬁ
REBENE;
Wﬁ#f&h%

ESEH

ag

FITESREE

&8

JE T BRIB B AT FROR

JEft x%ﬁﬁlﬁ&ﬁ?‘a%
REBEL
Nﬁ#fﬂxﬂx%

ag

Weighted
average
effective
interest
rate

il B2
ERF=

Weighted
average
effective
interest
rate
T
ERFI%

Bt % R AR B
—EFt- A+ ALFE

5. @M I H

(b) eREABEEEEREE (B
REBELEE (E)
TRAVNAREEFTECRBBERBHE
BRBERZBTAOIBER-EXD
BRASEAHERNRZ &F B HARE
{i}ﬂﬁfﬁzxﬁﬁfﬁiﬁﬁuwi %%EF'
BEMNBEAZZEERE -

At 31st December, 2017

R=B-t£+-A=1-AH
On demand Total Total
or within  Within 2 to Over undiscounted carrying
1 year 5 years 5 years cash flows amount
RERH AERRE REE
—FR MEERF AENE REAH ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TiERL TET TR
13,107,407 2,685,185 1,265,316 17,057,908 16,473,013
345,201 = = 345,201 345,201
116,983 = - 116,983 116,983

- 142,419 = 142,419 142,419

- 49,202 - 49,202 49,202

- 1,835,500 - 1,835,500 1,835,500

13,569,591 4,712,306 1,265,316 19,547,213 18,962,318

At 31st December, 2016

RZB-"E+ZA=+-H

On demand Total Total

or within Within 2 to Over  undiscounted carrying

1 year 5 years 5 years cash flows amount

REg RERRE REE

—ER REZRE BENE nEER Fkd

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

TET FEL TR TER TER

11,012,449 2,747952 1,293,637 15,054,038 14,591,394

408,702 - - 408,702 408,702

9,245 - - 9,245 9,245

- 110,269 - 110,269 110,269

- 84,761 - 84,761 84,761

11,430,396 2,942,982 1,293,637 15,667015 15,204,371
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS (contd) 5. €T A
(b) Financial risk management objectives and policies (b) SREAMEEBZEREE (&)

(Cont'd)
Liquidity risk (Cont'd) REBELEE (E)
Secured bank borrowing with a repayment on demand clause MR EREEGR 2 BEMRRITEE
is included in the “on demand or within 1 year” time band R EMBI BT R A [HRERKE—F
in the above maturity analysis. At the end of the reporting W AR - RIS IR (B E 2 KBS
period, the total undiscounted cash flows of the borrowing B EMEHLTEL A722,651,0008 7T
amounted to approximately HK$722,651,000 (2016: (—Z—7X% :1724,999,000/87T) ° &%
HK$724,999,000). Taking into account the Group's financial BAREBZHBRN EFXLTEES
position, the Directors do not believe that it is probable that MEEeTEERNSEERA H%E?/’l o
the financial institution will exercise its discretionary rights BEEEGE BEHEBERRRERBZ
to demand immediate repayment. The Directors believe ﬁZ?ﬁmﬁfKE%ﬁE@’ﬁi\?’ﬁ%@%T
that such borrowing will be repaid in accordance with the R (EPBEMNERFGZRERE)

scheduled repayment dates as set out in the loan agreement,
details of which are set out in the tables below (include both

interest and principal cash flows):

Maturity analysis — secured bank borrowing with a repayment FED I — MR ERERERZBE
on demand dlause based on the scheduled repayments RIBITIEERAEBTEEK
At 31st December, 2017
R=B-t&+-A=1-A
Total Total
Within Within 2 Over  undiscounted carrying
1 year to 5 years 5 years cash flows amount
AERRE REE
—£R MEERF REHRE REAR AR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET
Non-derivative financial liability FITEEMEE
Borrowing G 12,582 710,109 - 122,651 665,781
At 31st December, 2016
RZE-"E¥+-A=+-H
Total Total
Within Within 2 Over undiscounted carrying
1 year to 5 years 5 years cash flows amount
RERRS REE
—FR MEZRE RENE MERE Fak
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiER TER TER TER TR
Non-derivative financial liability FITESREE
Bormowing BE 25,666 100,162 599,171 724,999 657929
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL INSTRUMENTS (contd)

(c) Fair value measurements

Financial instruments measured at fair value

For the year ended 31st December, 2017 HE_Z

The following table analysed the financial instruments which

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

into the three-level hierarchy.

Financial assets
tHEE

Listed equity securities
presented as financial assets
measured at FVTOC

2 RRBEM S ENE
URBAFEFEY
SREEZ TTREAES

Bonds presented as financial
assets measured at FVTPL

2iRABER
WRBRFEFEZ
SREEZES

Unlisted club debentures
presented as financial assets
measured at FVTPL

£§Uf‘zﬁﬂ?@\u&ﬂ%

AYEIEZSMAEL
FLTERES

Unlisted equity securities
presented as financial assets
measured at FVTOC

2 ARBEM S ENE
URBRTFEFEL
SRAEL
FLTRAES

Fair value
AFE

2017 2016
HK$'000 HK$'000
TET THET
23,110,730 4,559,726
10,738,743 14,952,866
69,889 62,807
1,031,230 882,865
34,950,592 20,458,264

Fair value
hierarchy
AFEDRH

Level 1
F—&

Level 1
R

Level 2
F_H

Lgvel 3
Er

mEMBRRME
—tF+-A=t-ALEE

E@MIAEw
(c) 2DAFEFE
URFEFEZEL@MTA

TRARBEMRURTEHAEZSH
TRZ=ZBOEH -

Valuation Significant
techniques and unobservable
key inputs inputs
RERMREIEYE E?@F—Jgﬁﬁﬁ
Quoted prices N/A

in active markets ek
ERETIS 2 RE
Quoted prices N/A

in active markets AEm
ERTS 2 RE
Market comparison N/A
M5 Z L RBE AEm

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

Ei ) i//\ui
BAZOR BRER
BHIGER (WEF)

Reference to the fair value
of the underlylng roperty
SERBNE LA TE

Net asset value (note (ii))

BEFE (M)

-z

Forecast distribution taking into
account management's experience
and the estimated terminal value
(note (i))

HRzHRN2REBEBLRR
fhat 2 &AEBE (MFEG))

Discount rate ranging from
1% below Prime to 23.20%
(2016: from 1% below Prime
to 20.33%) (note (i)
BREANTSERNEREZ
B20E (Z2—RF: REENX
WIER2033E) (Ha))

Fair value of the underlying property
based on valuation model (note (i)

EREERABERRNEZ
ATE(FEE))

N/A
TiEH

"

THEFR EA

[
e
i
]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st December, 2017 HE_Z

5. FINANCIAL INSTRUMENTS (contd)

(9

Fair value measurements (Cont'd)

Financial instruments measured at fair value (Cont'd)

Notes:

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

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

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

changes in circumstances that caused the transfer.

There were no transfers amongst Level 1, Level 2 and Level
3 in the fair value hierarchy during the years ended 31st
December, 2017 and 2016 and no change in valuation

techniques used in the prior years.

The fair value of financial instruments traded in active
markets is based on quoted market prices at the end of each
reporting period. A market is regarded as active if quoted
prices are readily and regularly available from an exchange,
dealer, broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly
occurring market transactions on an arm'’s length basis. The
quoted market price used for financial assets held by the
Group is the current bid price. These instruments are included

in Level 1.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

FINANCIAL INSTRUMENTS (contd) 5. @@ T A s
(c) Fair value measurements (Cont'd) (0 2ATEFNEE)

Financial instruments measured at fair value (Cont'd)

The movement during the year in the balances of Level 3 fair

value measurement is as follows:

At Tst January, 2016 (originally stated)

Unlisted equity securities reclassified from
available-for-sale investments measured
at fair value to financial assets measured
at FVTOC! upon initial application of
HKFRS 9 (2014)

Unlisted equity securities reclassified from
available-for-sale investments measured
at cost to financial assets measured
at FVTOCI upon initial application of
HKFRS 9 (2014)

Effect on financial assets remeasured
at fair value upon initial application
of HKFRS 9 (2014)

At Tst January, 2016 (restated)

Net return of capital contribution during the year

Net unrealised loss recognised in other
comprehensive expenses during the year (note)

At 31st December, 2016

Net return of capital contribution during the year

Net unrealised gain recognised in other
comprehensive income during the year (note)

At 31st December, 2017

R-E—R"F-A—H
(REZ5)

FEMRAE %F%mﬁm
BEMBRE
HRATEHEZHERE
B BERRBEMEENE

EBIE9% (20145 ) K

IRBRAFEFEZERERE

FEEMBRARE %Fémﬁ%
BEMBRS
B A B SERE

ERIZE9%; (20145 ) B

BN BRRRBEBEERE
ARBRAFEFEZEREE

@@ﬁﬁm%m%mé%ﬁﬁ
RERBFNE (20145 )
BRATEENEZHE

RZF-—~"E—R—H (&%)

RAFEREIEERNTE

RAEEEMEALHERZ
RELHEFE (W)

RZF—-R"E+=ZA=+—H
RAFEREIEERNTE
RAEEEMEARERER

RERWRFE (M)

R-E—tF+-A=1+-H

Note: All of the above gain (loss) included in other
comprehensive income (expenses) for the relevant years
relate to unquoted equity investments held at the end
of the reporting period and are reported as changes of
financial assets measured at FVTOCI reserve.

URFEFEBZEZHBTA (E)

FZMATEFELEHNRATEZE
I
Unlisted equity
securities Unlisted
presented as  equity securities
financial assets presented as
measured  available-for-sale
at FVTOCI investments
255
BRHEMZE
W35 BA e R
AFEFERZ 255
SREEZ BEREZ
ELmRAES FLEmRAES
HK$'000 HK$'000
FTEL FET
- 68,544
68,544 (68,544)
726,149 -
794,693 (68,544)
96,960 -
891,653 -
(6,499) -
(2,289) -
882,865 -
(16,205) -
164,570 -
1,031,230 -
BizE: FuiFrBEr AEBAFEEM2MEI

(EZ H) 2 s (B1R) W RN
iﬁﬁﬂihﬁzjtﬂhﬁfﬁﬁx$&ﬁ
IEH#&%L}B%&EEEW £ DA S B

AVEAEZEREEZREZE

& o

B LEEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZE =T —+tF T+ A=+ —HILFE

5. FINANCIAL INSTRUMENTS (contd) 5. €M I A

(c) Fair value measurements (Cont'd)

Financial instruments not measured at fair value

The Directors consider that the carrying amounts of the
Group's financial instruments that are not measured at fair

value approximate to their fair values.

CAPITAL RISK MANAGEMENT

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

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

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

strategy remains unchanged from 2016.

During the year ended 31st December, 2017, the capital structure
of the Group mainly consists of debts, which include borrowings
from banks and other financial institutions, loan from a director,
pledged deposits, time deposits, bank balances and cash, and total
equity, comprising issued share capital, reserves, retained profits
and non-controlling interests. The Directors consider the cost of
capital and the risks associated with each class of capital to monitor
its capital structure on the basis of a gearing ratio. The Group has
a target gearing ratio not higher than 50%, determined as the
proportion of net debt to equity. This ratio is expressed by as a
percentage of net borrowings over the total equity. Net borrowings
are calculated as total borrowings (as shown in the consolidated
statement of financial position) less cash and bank balances and

pledged deposits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

CAPITAL RISK MANAGEMENT (contd) 6. EXEREE @

The gearing ratios were as follows: BREEELERMNT
2017 2016
HK$000 HK$'000
FHET FAT
Borrowings — current (note (i)) BE-RBMEE (HEG) 12,763,546 10,797,503
Borrowings — non-current (note (i)) BE-IERBME (MEE3G)) 3,709,467 3,793,891
Loan from a director BEEEX 1,835,500 -
Total debt BEBMAER 18,308,513 14,591,394
Less: Cash and bank balances and R e RIBITARNA R
pledged deposits (note (ii)) HIFIF R (MTFED) ) (922,915) (2,014,234)
Net debt [Ev ]
(total debt less cash and (EBBERRE &
bank balances and pledged deposits) RITHE R REFFR) 17,385,598 12,577,160
Listed securities investments and FTEFRER
treasury products (note (iii)) & EE G (BEE)) 33,849,473 19,512,592
Less: Net debt W EFRE (17,385,598) (12,577,160)
Net cash REFHE
(listed securities investments and (EEHFRERVEER
treasury products less net debt) BIESFEE) 16,463,875 6,935,432
Total equity (note (iv)) I8 7 2 4B 28 (P REGv) ) 36,493,002 29,899,855
Net debt to equity ratio B F R AR A iR b 3
(excluding listed securities (TEELMERRER
investments and treasury products) MEEM) 47.6% 42.1%
Net debt to equity ratio B F AR AR s L Net cash Net cash
(including listed securities (BRELMESRER position position
investments and treasury products) MEEMD) REMRFE BReRFE

B LEEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HE_Z

6.

CAPITAL RISK MANAGEMENT (contd)

Notes:
(i)  Borrowings are detailed in Note 34.

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

(i) Listed securities investments and treasury products are detailed in
Notes 25(i), 26(i) and 26(ii).

(iv) Total equity includes issued share capital, reserves, retained
profits and non-controlling interests at the end of the reporting
period.

The increase in net debt to equity ratio (excluding listed securities
investments and treasury products) was mainly due to the increase

in net debt.

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

Commission monthly. Full compliance is observed during the year.

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

subsidiaries are subject to externally imposed capital requirements.

172  CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2017

—tF+A=t+-HLFE

EXERERE @
M 5E
) BERKE34FFL -

(i) RMEBRZHEE MIRITHERAREREF
RERERER ERER RITEHLR

i

(i) EHEHEERIEERAMTE250)26()
K26(i)FEt o

(v) MEBERRZBARGEBRBRECEHITR
A G RN MR R

BERFRERAERL X (FTEELEMESFER
BRMEER) 2 L TEHANEHFEL
THRTEL

RELEBTE ARARN=H2EHBFNER
AREEZMARAR REHEERAF LK
BEFARAAARELFMMEERERE
BEeMBEmERRNEEZESRME R Z
FESLBRELMERFUBER -ZFEKREH
RAMBALASARNZEZRAEETHER
ZEERERME RAFEDTEET-

B ESCRBEEIN AR RS EAME AR
PEINRBA R ZBRH



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

REVENUE

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

as follows:

WA

WARB KRR ERZDERS A HIEHE
MEZHE HEREERZRERSE B
B RBLhe EERBZX5ER KRR
BEkzibmmHEARERBRENSBAZ
BEt2E - HWMAT:

2017 2016

HK$'000 HK$'000

FHET FET

Property rental income mERS WA 505,743 823,856

Sales of properties held for sale BIELHEMEZHE 990,106 2,943,434
Loss on sales of investments held-for-trading, net ~ NEFIEE B 2 IR E BB F5 - (37,434)

Brokerage and cosmetic income a0 IR 7S At $H & WA 20,748 15,240

Interest income from loan financing EREENEWA 58 52

1,516,655 3,745,148

OPERATING SEGMENTS

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

make strategic decisions.

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

management of the Group uses to make decisions.

EEDHE

AEERBETIZLERKEEBREHRBR
ERBEHZBENEELEDHE-

AEERERAAZBOB-(OWEERR
BE ()ZEMEEE (i)EZTEWEEE -
(v)iB B H A 2 E U R AR A FE 2 ET ik
B - (VERBERARBAFEZ FHRE
EHEEMRV)FLTRE REZBRRE
ERG LD B ATDERAEEZLEE
BARAEERERBELDREZA -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

8. OPERATING SEGMENTS (contd)

Principal activities are as follows:

Property development Property development and sales of

and trading trading properties

Property leasing

— Retail - Property leasing from retail
properties
— Non-retail - Property leasing from non-retail

properties
Listed equity investments — Listed equity securities at FVTOCI
at FvTOCI
Listed investments - Listed securities investments in
and treasury products investments held-for-trading,
at FVTPL over-the-counter trading and
structured products
Unlisted investments, - Unlisted securities investments,
investment holding trading and brokerage

and brokerage

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

revenue is mainly the rental income for administrative purpose.

Unallocated corporate assets mainly comprised leasehold land and
building for own use, advance to a non-controlling shareholder,
deferred tax assets and tax recoverable (2016: also included
deferred consideration receivables in respect of disposals of

subsidiaries and deposit paid in respect of a property).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31st December, 2017 HE_Z

OPERATING SEGMENTS (contd)

Unallocated corporate liabilities mainly comprised tax liabilities,
bank borrowings, loan from a director, amounts due to associates,
amounts due to non-controlling shareholders and deferred tax

liabilities.

The Group's measurement methods used to determine reported

segment profit or loss remain unchanged from 2016.

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

marketing strategies.

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

on the basis of the property or asset location.

There were three major customers (2016: one) who individually
accounted for 10% or more of the Group's revenue. Revenues
of approximately HK$321,160,000 and HK$186,620,000 were
derived from property development and trading segment in
Hong Kong from each of the two customers, and revenue of
approximately HK$175,744,000 was derived from non-retail
property leasing segment outside Hong Kong from a customer
(2016: HK$377,836,000 was derived from property development

and trading segment in Hong Kong from a customer).

8.

Bt % R AR B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

8. OPERATING SEGMENTS (contd)

Operating segment information is presented below:

Consolidated Statement of Comprehensive Income
For the year ended 31st December, 2017

Major cash items excluding
in revenue
- Hong Kong
- Other countries

Revenue

Revenue from exteral customers
- Hong Kong
- United Kingdom
- Mainland China

Revenue from external customers
after non-controlling interests

Attributable property sales from
associates/investee company
- Hong Kong

Attributable rental revenue from
associates/investee company
- Hong Kong
- Mainland China

Result

Segment result
- Hong Kong
~ United Kingdom
- Mainland China
- Other countries
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Listed Unlisted

Property leasing I.isi_ed investments in'vestmenls,

Property NERE equity and treasury  investment

development investments products  holding and All other
and trading Retail Non-retail at FVT0CI at FVTPL brokerage segments  Consolidated
BEAR
BAEMEE BUR
Wi AR NVEZ  kLTRE
NERER DYEZET  LHRER  REERR i1

E® 2E *EE RERE HEER BLRH bl )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TR TER TER TR TER TERL TR
- - - - 9,150,032 - - 9,150,032
- - - - 1,172,645 - - 1,172,645
- - - - 10,322,677 - - 10,322,677
990,106 49,293 132,878 - - 10,516 10,290 1,193,083
- 35,053 285,597 - - - - 320,650
- 2,922 - - - - - 2,922
990,106 87,268 418,475 - - 10,516 10,290 1,516,655
752,590 86,474 418,162 - - 10,516 10,290 1,278,032
134,637 - - - - - - 134,637
- 19,996 33,868 - - - - 53,864
- 78,969 9,626 - - - - 88,595
887,227 185,439 461,656 - - 10,516 10,290 1,555,128
461,611 44,083 130,819 164,110 1,567,666 18221 21,151 2,413,621
- 34,031 280,018 - - L] - 314,090
- 2,630 - - - 1,958 - 4,588
- - - - 183,850 192 - 184,642
467,611 80,704 410,837 164,110 1,751,516 21,012 21,151 2,916,941
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

OPERATING SEGMENTS (contd) 8. BEETE =

Consolidated Statement of Comprehensive Income (Cont'd) FEZEWRERE (B
For the year ended 31st December, 2017 BEr-—F—+tHFE+-F=+—HULEFE
Listed Unlisted
Property leasing Listed  investments investments,
Property NERE equity and treasury  investment
development investments products  holding and All other
and trading Retail Non-retail at FvT0CI at FVTPL brokerage segments  Consolidated
BERZ
BAEMEE MR
Wi AR ATEZ  kLTRE
NERER AFEZET  LHRER  REERK 5
E® 2E *BE RAR% HEER BLRY HEt AR =
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TR TER TER TR TER TERL TR
Share of results of associates BREBEATEE
- Attributable property sales, net -EENERETE
- Hong Kong -5k 87,736 - - - - - - 81736
~ Attributable gross income -EERAER
- Hong Kong -k - 19,184 32,636 - - - 2,276 54,096
- Mainland China —HEAE - 78,969 9,626 - - - - 88,595
~ Attributable operating cost -EEEENE
- Hong Kong &% - (917) (1.641) - - - - (8.558)
~ Mainland China —REARE - (31,382) (2,181) - - - - (34,163)
Non-controlling interests RS (101,129) (640) (256) - - - - (102,025)
454,218 145,918 42,421 164,110 1,751,516 21,012 23,427 3,002,622
Other income HiplA 14,125 - - - - - - 14,725
Finance costs BBER - - - (86,287) (104,358) - - (190,645)
Other gains and losses, net EhhaRERFE (3.830) - - - - - - (3,830)
Share of results of associates BEBENIEA
~ Income tax and others —ERREM (9,238) (40,709) (31,311) - - - (a17) (81,735)
Income tax expense FERRX - - - (16,302) - - - (16,302)
455,875 105,209 411,110 61,521 1,647,158 21,012 22,950 2,724,835
Unallocated items ROBIER
Unallocated corporate expenses, net — KAEZ A RIHRZFHE (178,115)
Unallocated finance costs FABIHBER (104,528)
Imputed interest income from EREERBAFES
deferred consideration receivables ZREFISHMA 172,584
Gains on disposals of subsidiaries HERBAR 2K 144,126
Unallocated income tax expense RABZAERAX (308,640)
Unallocated non-controlling interests KA 2 SHE R R 12,218
Operating profit for the year KD EEE AR
attributable to owners of REEZEEER
the Company 3,062,540
Major non-cash items TEFREER
- Unrealised fair value changes on ~RERZRENE
investment properties (including ZATEED
share of results of associates) (BEREEE
PGES ) 648,453
- Deferred tax expense —EERERS (2,107)
Profit for the year attributable to 72 3 %5 AFE(5
owners of the Company AEEZEA

B LEEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

8. OPERATING SEGMENTS (contd) 8. EETH
Consolidated Statement of Comprehensive Income (Cont'd) FEZEWRERE (B

By

For the year ended 31st December, 2017

Core profit (excluding major non-cash items) BROBRR(FEFEXEHFELER)
Operating profit for the year attributable to ARBREBABEEAFE ZRERF
owners of the Company
Major accumulated realised fair value changes REFEHEREVERYERFEZ
together with their respective deferred tax on FTERBCHRLATESD
disposals of investment properties and stock of EEHEHMBEZELRE
properties in current year (including fair value (BRFRRRYXERRBE2ATEEE)
changes recognised in properties revaluation WHMRFERERR
reserve) after non-controlling interest
— Recognised in prior years —RBEFEER
Core profit for the year attributable to ARREEABEERFE ZROER

owners of the Company

178 CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2017

P _FE—tFF A=+ —HIEFE

HK$'000
FB

3,062,540

336,182

3,398,722



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

OPERATING SEGMENTS (Contd) 8. EENHEw
Consolidated Statement of Financial Position FETBMRREKE
At 31st December, 2017 R-E—+tF+=-FA=+—H

Listed Unlisted
Listed investments investments,

Property leasing ¢ "
Property NERE equity and treasury  investment
development investments products  holding and All other
and trading Retail Non-retail at FvtoCl at FVTPL brokerage segments  Consolidated
BRER
ERAMEE URM
g b R B AHEZ  ELTRE
NERER APEZET LTRER  REEBRK fiE
EE B8 *2E RarE HEER BLRY HtAR g8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FER FEL TER FER FEL FER FER FEL
Assets EE
Segment assets SREE
- Hong Kong B 1,527,289 2,113,870 4,765,842 23,110,731 8,683,598 489,120 67,142 40,758,192
- United Kingdom -R - 1,684,765 8,174,205 - - - - 9,858,970
- Mainland China —EXE 216,054 - 29,510 - - 2,961 6,023 254,554
- Other countries —EtER - - - - 2,286,336 690,927 - 2,971,263
Interests in associates BENAER
- Hong Kong -E5# 100,367 396,709 1,408,461 - - 2,322 7404 1,915,263
- Mainland China —hEKE - 140,367 59,598 - - - - 199,965
Advances to associates BRBENFNE
- Hong Kong &% 1,047 - 11 - - 2 1,151 2211
~ Mainland China —hEARE - 32,931 13,985 - - - - 46922
Reportable segment assets 2HHBEE 1,844,151 4,368,648 14,451,678 23,110,731 10,969,934 1,185,338 82,320 56,013,406
Unallocated corporate assets KB AREE 49,949
Consolidated total assets GREELE 56,063,355
Liabilities &
Segment liabiities SRER
- Hong Kong B 266,001 21,705 74,995 4,604,773 4,602,587 119,839 6,552 9,696,452
- United Kingdom -# - 15,759 194,798 - - - - 210,557
- Mainland China —HE KR 407 - 17 - - 5 80 509
- Other countries —EtER - - 14 - 669,469 1 - 669,494
Reportable segment liabiliies NERSEAR 266,408 37464 269,824 4,604,773 5,272,056 119,855 6632 10,577,012
Unallocated corporate liabilities FABZARBE 8,993,341
Consolidated total liabiliies GREELR 19,570,353
Additions to non-current assets ~ FREBEERE
(other than financial instruments  ($BIAR
and deferred tax assets) EEREEERD) - 1,424 1,783,806 - - 30 855
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

8. OPERATING SEGMENTS (Contd) 8. EESE
Other Material Items HthEARER
For the year ended 31st December, 2017 BE-—FE—tFF+-A=1+—HIFE
Consolidated
Adjustments statement of
Reportable  Adjustments for for major comprehensive
segments  unallocated items non-cash items income
xo# FZERE RERE
AEHRSE BEZHAE BEZHAR WEHE
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERT TET
Interest income B A 919,110 772,584 - 1,691,694
Finance costs MBER (190,645) (104,528) - (295,173)
Net income WA F5E 728,465 668,056 - 1,396,521
Depreciation e - (8.680) - (8,680)
Fair value changes on wEMEZ
investment properties NEEEZ - - 564,502 564,502
Write-down of stock of properties MEREZRE (3.830) - - (3.830)
Share of results of associates BRE S AR EE 105,971 - 83,951 189,922
Income tax expense FTiS B (16,302) (308,640) (2,107) (327,049)
Non-controlling interests FEVE AR HE = (102,025) 12,278 - (89,747)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4R& Bt 3R &R M 5%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

DT TERY /-\ * .
8. OPERATING SEGMENTS (contd) 8. EESTH®
Consolidated Statement of Comprehensive Income FEZERBHER
For the year ended 31st December, 2016 Bz —FT—NNF+-A=1+—HIFFEZ
Listed Unlisted
Property leasing listed investments  investments,
Property NERE equity  and treasury investment
development investments products holding and All other
and trading Retail Non-retail at FVT0CI at FVTPL brokerage segments  Consolidated
BBRE
BREMEE SARER \
W AR A¥EZ FLMHRA
NELER N¥EZER  LMERER  RARER iR
ER TE #TE AR E HEER KR Bt AR ma
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TET TAT TEL TR TET TEL TET
Major cash items excluding WA Z
in revenue TERSEE
- Hong Kong -E% - - - - 100013% - - 1000135
- Other countries —HipER - - - - 2,087,530 - - 2,087,530
- - - - 12,088,886 - - 12,088,886
Revenue 'O
Revenue from external customers RESNBERZBA
- Hong Kong -Ek 2,943,434 236,492 269,787 - (37434) 4191 11,101 3427571
- United Kingdom - - 23,654 236,356 - - - - 260,010
- Mainland China -PEAR - 38,531 19,036 - - - - 57567
2,943,434 298,677 525,179 - (37434) 4191 11,101 3,745,148
Revenue from external customers REMBRIEERERR
after non-controlling interests P8 K3l UN 2,209,162 297498 524,759 - (37434) 4191 11,101 3,009,277
Attributable property sales from EEBEDTNERE
associates
- Hong Kong —-&E B 89,713 - - - - - - 89713
Attributable rental revenue from FEEBRERA/ BT
associates/investee company REDAMSKA
- Hong Kong -&E - 20433 39281 - - - - 59,714
— Mainland China —ERE - 67308 8,112 - - - - 75,420
2,298,875 385,239 572,152 - (37434) 4191 11,101 3,234,124
Result
Segment result PREAR
- Hong Kong -&i 1,402,255 228,673 272,961 189,653 704,720 26,083 23,368 2847713
- United Kingdom -&@ - 22,906 230691 - - 304 - 253901
- Mainland China ~RE AR - 35519 16,637 - - 4,053 - 56,209
- Other countries ~H@BER - - - - 216,385 - - 216,385
1,402,255 287098 520,289 189,653 921,105 30,440 23,368 3,374,208
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE
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8. OPERATING SEGMENTS (contd) 8. EES M
Consolidated Statement of Comprehensive Income (Cont'd) FEZEWRERE (B
For the year ended 31st December, 2016 Bz —FT—NNF+-A=1+—HIFFEZ
Listed Unlisted
Property leasing Listed investments investments,
Property NERE equity  and treasury investment
development investments products holding and All other
and trading Retail Non-retail at FvToCl at FVTPL brokerage segments  Consolidated
BARE
BBEMEE LS
WU RB ATEZ  FETRE
NELER REEzEM FWRER  REERE fig
ER e #TE AR E HEER BRI Bt AR ma
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL THT TEL TET FhT TEL FET
Share of results of associates BUEBENAER
~ Attributable property sales, net “EENERETE
~ Hong Kong &3 5,119 - - - - - - 5,119
- Attributable gross income -ElERAER
- Hong Kong &% - 19,507 38,078 - - - 2,330 59915
— Mainland China —REAKE - 67308 8,112 - - - - 75,420
- Attributable operating cost -EEEENAR
- Hong Kong &k - (793) (6,557) - - - - (7350)
~ Mainland China —RE AR - (28,135) (2,597) - - - - (30732)
Non-controlling interests R ER (392,395) (1,057) (376) - - - - (393,828)
1,014,979 343928 556,949 189,653 921,105 30,440 25,698 3,082,752
Finance costs HBER - (1,658) (70,241) - (16,123) - - (88,022)
Other gains and losses, net HlaRERTE (134,542) (160) - - - - - (134,702)
Share of results of associates VNS
- Income tax and others —FERREL (28) (31,549) (5,644) - - - (465) (37686)
Income tax expense FEHRX - - - (19,117) m7) - - (19.234)
880,409 310,561 481,064 170,536 904,865 30,440 25233 2,803,108
Unallocated items ROBIEER
Unallocated corporate expenses, net K A%z ARIF X FE (248247)
Unallocated finance costs FABBER (88,483)
Imputed interest income from RUETRR BFAEL
deferred consideration receivables ZEEFBIA 1,831,876
Gains on disposals of subsidiaries HERBAR 2 K 2311127
Unallocated income tax expense RABZFAGHAS (514,832)
Unallocated non-controlling interests &7 2 SHE RS 60,951
Operating profit for the year KA REE AR
attributable to owners of REEZEEER
the Company 6,155,500
Realised fair value changes on disposals & HAYE 2
of investment properties (induding ~ BEBATEEF
share of results of associates) (BEBERE
DAEE)
~ Recognised in current year -RAERERA (372,677)
Major non-cash items TEHRLER
- Unrealised fair value changes on ~RERZRENE
investment properties (Including ZATEED
share of results of associates) (BE#EEE
RAIEE) 608,389
- Deferred tax expense ~ERFRERY (30,900)
Profit for the year attributable to %72 75 A {5
owners of the Company REE2EH

6,360,312



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

OPERATING SEGMENTS (contd)

8. ZESE»

Consolidated Statement of Comprehensive Income (Cont'd) FEZEWRERE (B
pay

For the year ended 3 1st December, 2016

Core profit (excluding major non-cash items)

Operating profit for the year attributable to
owners of the Company

Major accumulated realised fair value changes
together with their respective deferred tax on
disposals of investment properties and stock of
properties in current year (including fair value
changes recognised in properties revaluation
reserve and share of results of associates)
after non-controlling interest
— Recognised in current year

— Recognised in prior years

Core profit for the year attributable to

owners of the Company

BE_—F—NE+-A=+—HIFFEF
HK$'000
FET
ZOBEN(FTEEXEFRSER)
AEATEBEANEGCRFEZRERF
6,155,500
REFELHERENERVEFER
FTERRERRAFEES
ERHEEBZELEHE
(BERANYEEGERHEZ
AFEESHRBEBEQATNES)
MHIBRIEIER RS E
—RAFERER (372,677)
—RBAEFERER 17,248,651
ERATEENELEIEE 2RO ER
23,031,474
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

8. OPERATING SEGMENTS (contd)

Consolidated Statement of Financial Position

At 31st December, 2016

Assets
Segment assets
- Hong Kong
- United Kingdom
- Mainland China
- Other countries
Interests in associates
- Hong Kong
- Mainland China
Advances to associates
- Hong Kong
- Mainland China

Reportable segment assets

Unallocated corporate assets

Consolidated total assets

Liabilities
Segment liabilities
- Hong Kong
~ United Kingdom
- Mainland China
- Other countries

Reportable segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

Additions to non-current assets
(other than financial instruments
and deferred tax assets)
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For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

s N /-\ * .
8. EENHEw
SEMBRRER
R-IFE-—NF+-H=+—H
Listed Unlisted
Property leasing Listed investments investments,
Property HERE equity and treasury investment
development investments products holding and All other
and trading Retal Non-retai at FV10CI at FVTPL brokerage segments  Consolidated
BBRE
AREMEE AR
YR RVEZ  ELTRE
NELER RFEZEH  FRRER REERR il
i E34 FTE BARE HEEm BB £t Ga
HK$'000 HK$'000 HK8'000 HK$'000 HK$'000 HK8 000 HK$'000 HK$'000
TEL TEL TER TER TEL TER TETL TATL
2,322,983 3,635,368 4037319 4,559,729 13,695,381 364,102 56,246 28,671,128
- 1,508,649 5551717 - - - - 7,060,366
- 388,955 27045 - - - 6,133 422,133
- 1 - - 1577011 693,763 - 2270785
81,330 373,778 1,318,165 - - 2,368 5,637 1,781,278
- 120,649 53,193 - - - - 173,842
1,139 - 210 - - 5 1,145 2,499
- 32,611 14,375 - - - - 46,986
2,405,452 6,060,021 11,002,024 4,559,729 15,272,392 1,060,238 69,161 40,429,017
5,346,718
45,775,735
430,034 23413 62,451 44 7,193,900 11,895 12,480 7734217
- 13,399 103,813 - - - - 117212
- 11,611 25 - - - 80 11,716
- 1 15 - 2,700,203 7 - 2,700,226
430,034 48424 166,304 44 9,894,103 11,902 12560 10563371
5312,509
15,875,880
328 1,592,723 1,998,998 - - 15 738




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

8. OPERATING SEGMENTS (contd)

Other Material Items
For the year ended 31st December, 2016

Interest income FIEBA

Finance costs HHER

Net income O]

Depreciation e

Fair value changes on RENEL
investment properties AEEEE

Write-down of stock of properties WEFEEZHE

Share of results of associates BEBMERATER

Income tax expense FEHAX

Non-controlling interests R

OTHER INCOME

Included in other income are:

Building management fee income

Building management fee expenses

Rental services income

Property management services,
leasing administration services and
property administration services income

Asset management and maintenance
services income

Advisory and consultancy services income

Consultancy fee income

Exchange gain, net

Reversal of impairment in respect of
other receivable and interest thereon

Forfeiture of deposits received on sales of

stock of properties

8. BEETE =

HttEKXRIER

AR -F—NFFT_A=1+—HIFE

Adjustments Adjustments Consolidated
Adjustments for for realised for major statement of
Reportable unallocated fair value non-cash comprehensive
segments items changes items income
AOE BEERATE TEHRE FE2E
AERHE HEZAE BEHoAR HEZAE LEaETE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THET TR THET TR
934,720 1,831,876 - - 2,766,596
(88,022) (88,483) - - (176,505)
846,698 1,743,393 - - 2,590,091
- (10,304) - - (10,304)
- - (415,763) 554,979 139,216
(128,457) - - - (128,457)
64,686 - 43,086 53,410 161,182
(19,234) (514,832) - (30,900) (564,966)
(393,828) 60,951 - - (332,877)
9. Hiblx A
2017 2016
HK$000 HK$'000
FET FHET
HA WA BHE -
BFEBERA 34,675 80,252
EFERBRY (16,700) (60,359)
17,975 19,893
HERBWA 11,681 21,275
MEBIERT
BB ITHR &
YT BRI A 52,208 40,371
BEEETEBRRERB A
973 2,354
A Ko B AR TS U A 46 306
R B WA 12,073 225
BE 3 M R % EE 11,847 -
2 [B] EAth JE Y BR 1B 2 BB
HEEHE 4,687 3,494
RUWHEMEFERS
14,725 460
TE-LEFR  EAEXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE
10. INVESTMENT INCOME, NET 10. REWAFEE
2017 2016
HK$'000 HK$'000
FET FHET
Financial assets measured at BRBRARBAFEFEZ
fair value through profit or loss: CRVEE
Unrealised gain (loss) arising from change BEARZATEEYMEEZ
in fair value of bonds KERWE (HE) 600,296 (126,183)
Realised gain arising from change BEARZATEEHMEEZ
in fair value of bonds BRI
— Change in fair value - RFEEH 179,505 139,965
— Exchange component of change —EHEDEH) 47,488 2,999
Net gain arising from change in fair value of bonds &% 2 A FEZBMEE 2
W g 827,289 16,781
Unrealised gain (loss) arising from change SEGEFCATEEYMEELZ
in fair value of club debentures, net RER W (BB)F58 7,082 (269)
Loss on disposal of a club debenture HEgHEBESFZER = (53)
Other investment income, net HimEWAFE 14,370 15,520
Dividends income on: & B WA g :
Listed investments FHRE 163,018 192,335
Unlisted investments JFEEMEE 1,092 50,502
Interest income B WA 1,688,857 2,763,833
2,701,708 3,038,649
Interest income mainly included interest income from bonds of FMEBMAFTETZBRRESFNERAL A

approximately HK$910,949,000 (2016: HK$923,556,000) and
imputed interest income from deferred consideration receivables
of approximately HK$772,584,000 (2016: HK$1,831,876,000) of
which approximately HK$631,402,000 (2016: HK$1,126,565,000)
was arose from repayment of the deferred consideration receivables

before their respective maturity date.
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910,949,000 7T ( =& — /X4 : 923,556,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

11. FINANCE COSTS 1. BBEA
2017 2016
HK$000 HK$'000
FTET FAT
Interest on: P
Bank borrowings RITIEE 96,362 152,644
Other borrowings HtEE 138,409 77,347
Total interest (Note 42) F B 4a%8 (KizE42) 234,771 229,991
Exchange loss (gain) on translation of SNEEH AR B 2 [E B
foreign currency other borrowings, net (Wezs) #88 52,236 (61,224)
Other finance costs Ha B 5 & 8,306 10,251
295,313 179,018
Less: Interest capitalised to stock of properties W BREERE 2ERF
under development held for sale MEGFEENMEZFE (140) (2,513)
295,173 176,505
During the year ended 31st December, 2017, the Group has REBEEZZE—tF+_A=+—HIEFE"
capitalised borrowing costs at a rate of 2.58% (2016: 2.28%) AREBEIREFR258E (2T —NF:2.28
per annum amounting to approximately HK$140,000 (2016: EERAREGAREEERN L ZEEREK
HK$2,513,000) on qualifying assets. #3140,0008 70 (ZF — /N F : 2,513,000/
K
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12. OTHER GAINS AND LOSSES, NET 12. HhBE REE T

2017 2016
HK$'000 HK$'000
FTET FAT
Included in other gains and losses, net are: Hiph s K BB FEEE:
Gain on disposal of subsidiaries HEMB AR s

— Pinecrest Group (note (i)) —Pinecrest&e B (ML) ) 114,368 -
Gain on disposal of subsidiaries HEMB AR 2 K

— Win Kings Group (note (ii)) —Win Kings&e Bl (B 5E (i) ) 28,958 -
Gain on disposal of a subsidiary HE—FENB ARz W&

— Union Wings (note (iii)) — iR (MFEECi)) 800 -
Write-down of stock of properties MEFEZRE (3,830) (128,457)
Gain on disposal of a subsidiary & — R B A Rl 2 W e

— Pioneer Time (note (iv)) —Pioneer Time (F15E(iv) ) - 1,276,903
Gain on disposal of a subsidiary & — R B A Rl 2 W e

— Evergo Shanghai (note (v)) —EExm L8 (MFEV)) - 721,294
Gain on disposals of subsidiaries HERE LTz

— Windsor Group (note (vi)) —Windsorgs [ (B 5% (vi) ) - 312,930
Impairment loss recognised in respect of B QRS BN

interest in and advance to an associate, net NAIGRIEER Z BEEEFEE - (6,083)
Underprovision for rental guarantee (note (vii)) HEERBET R (FEWVI)) - (160)

Notes: B 5

(i)  Gain on disposal of subsidiaries arose from the disposal of the i) HEWBAAZEZDKXEBER =T
Group's entire issued share capital of Pinecrest International —+F = A+ B HE X% ERPinecrest
Limited (“Pinecrest”), an indirect wholly-owned subsidiary of the International Limited ([Pinecrest]) (A2
Company, and its subsidiaries (collectively “Pinecrest Group”) Alz—HEHZEZERBEWNBAR) 22
(“Pinecrest Disposal”) on 10th February, 2017. At the time BB TR A R E I E A A (478 [Pinecrest
of disposal, the Pinecrest Group held certain shops of Lowu £ E]) ([Pinecresti &) o A & B -
Commercial Plaza located in Shenzhen, the PRC. Details of the Pinecrest&e 55 (7 7 HR BUR Y i1 28 WA v 55
Pinecrest Disposal are set out in Note 39(a). YR T R4 © PinecrestH & 2 515871 A K

#39(a) °
(i)  Gain on disposal of subsidiaries arose from the disposal of (i) HEMBRRAZKEIKER-ZT—tF

the Group's entire issued share capital of Win Kings Holding
Ltd. ("Win Kings"), an indirect wholly-owned subsidiary of the
Company, and its subsidiary (collectively “Win Kings Group")
("Win Kings Disposal”) on 10th February, 2017. At the time of
disposal, the Win Kings Group held a property development
situated at No. 12 Shiu Fai Terrace, Mid-Levels East, Hong Kong.
Details of the Win Kings Disposal are set out in Note 39(b).
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For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

12. OTHER GAINS AND LOSSES, NET (contd)

Notes: (Cont'd)

(iii)

()

)

(vi)

(vii)

Gain on disposal of a subsidiary arose from the disposal of the
Group's entire issued share capital of Union Wings Investments
Limited (“Union Wings"), an indirect wholly-owned subsidiary of
the Company (“Union Wings Disposal”) on 24th July, 2017. At
the time of disposal, Union Wings held a vehicle registration mark
registered in Hong Kong. Details of the Union Wings Disposal are
set out in Note 39(d).

Gain on disposal of a subsidiary arose from the disposal of the
Group's entire issued share capital of Pioneer Time Investment
Limited (“Pioneer Time"), an indirect wholly-owned subsidiary of
the Company (“Pioneer Time Disposal”) on 15th January, 2016.
At the time of disposal, Pioneer Time held the property known as
MassMutual Tower (now known as China Evergrande Centre) in
Hong Kong. Details of the Pioneer Time Disposal are set out in
Note 39(e).

Gain on disposal of a subsidiary arose from the disposal of
the Group's entire issued share capital of Evergo Real Estate
(Shanghai) Company Limited (“Evergo Shanghai”), an indirect
wholly-owned subsidiary of the Company (“Evergo Shanghai
Disposal”) on 22nd June, 2016. At the time of disposal, Evergo
Shanghai held the property known as Evergo Tower in Shanghai,
the PRC. Details of the Evergo Shanghai Disposal are set out in
Note 39(f).

Gain on disposals of subsidiaries arose from the disposals of
the Group's entire issued share capital of Keep Speed Company
Limited ("Keep Speed”) and Jumbo Grace Limited (“Jumbo
Grace"), both are indirect wholly-owned subsidiaries of the
Company, and Jumbo Grace's subsidiary (collectively “Windsor
Group”) (“Windsor Disposal”) on 1st September, 2016. At the
time of disposals, the Windsor Group held the property known as
Windsor House in Hong Kong. Details of the Windsor Disposal are
set out in Note 39(g).

The amount represented underprovision for rental guarantee
provided to purchasers of certain shops or units of an investment
property in Hong Kong (“Properties”) (“Properties Purchasers”)
disposed of in prior years.

12. BB REEBFE @

MisL: ()

(iif)

)

)

(vi)

(vii)

PE—HRNBARZHERER ZF
—tFLAZtUBELEREERBRER
BERERAR([ER]) (Arrlz—BH
BEEEHRBHMBAR) 22MEBITRA
(MREWE]) - PNHER  2EBE— @R
ERBCZEMERRB - BRHE
BEHIIA W FEZ9() °

HE—HWBARIZKEIRER T
—NF—A+THHEHHEAXREERPioneer
Time Investment Limited ( [ Pioneer Time | )
(ARRlz —HEE2EHBEHNBRAR) Z
2B 1T A ([Pioneer Timei &) »
R HERE - Pioneer Timels BN BB L B
EEERAE(RBAFRERSPL)Z
Y2 o Pioneer Timet & Z 5F 1B E O A M 7
39(e) °

HE-—HBARZEERER-F
—ARERNAZTZAHEREEREES
FHE(LS)ERAR(IEXSLE])
(RARlz —MAZEEZEREWNBRR) 2
EHEBHTRA(TEXSLEHE]) - K
HER EXSLERAUNTELET
AREXBAEZME-EXR LBHE
ZEIBEIIRHIFESI()

HEMBARZKENIKAR T — X
FNA—BHEXREERKeep Speed
Company Limited ([Keep Speed]) &
Jumbo Grace Limited ([Jumbo Grace |)
(FEHBARAZHEZEREGHBR
7)) 2 2B TR A K Jumbo GraceZ M
B AE (£ [Windsorse B ) ([EEKE
HE ) o P H E B - Windsorte & #5577
BEARBEERNEZHWE-EZRELE
Z R BEH AR EE39(g) ©

RETENBEEERDE —BIAES
ZIREME Y ETFEHREN ([ME])H
BEXR (MWEEH ) RrASER 2 &S
R

B LEEH

g Bz 189



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

13. INCOME TAX EXPENSE

13. MBREAX

2017 2016
HK$'000 HK$'000
TER THET
The charge comprises: X HBeE:
Current tax: B HANIA
Hong Kong Profits Tax BEMNEH 234,131 325,491
Other than Hong Kong HEELIMLR 73,382 178,395
307,513 503,886
Underprovision (overprovision) in prior years: BEFERETE GBREREE)
Hong Kong Profits Tax BEAENER (288) (700)
Other than Hong Kong & DA R 6,774 28,2212
6,486 27512
Deferred tax: IRIETRIE -
Current year charge REFEXH 13,050 33,568
327,049 564,966

Hong Kong Profits Tax is calculated at 16.5% (2016: 16.5%) on
the estimated assessable profits for the year. The PRC Enterprise
Income Tax for the PRC subsidiaries are calculated at the PRC
Enterprise Income Tax rate of 25% (2016: 25%). Taxation arising
from other jurisdictions is calculated at the rates prevailing in the

relevant jurisdictions.

During the year ended 31st December, 2016, included in the
deferred tax charge for the year was an amount of approximately
HK$44,000 in respect of Pioneer Time, where the relevant deferred
tax liabilities had been presented as liabilities directly associated

with assets classified as held for sale.
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For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

13. INCOME TAX EXPENSE (contd) 13. fTEHBEXw®

AERBZABRIXHEGE2EKERRZ

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

before tax per the consolidated statement of comprehensive PR B AT & M SRR AT
income as follows:
2017 2016
HK$'000 % HK$'000 %
TR TR
Profit before tax BREL AR F 4,125,682 7258,155
Tax at the Hong Kong Profits Tax rate & IS 5B %16.5%
of 16.5% (2016: 16.5%) (22— 5% 165%)
SHREZHA 680,738 16.5 1,197,596 165
Tax effect of share of results of BIEBMERRERL
associates BBTE (31,337) (0.8) (26,595) (0.4)
Tax effect of income not taxable RHBMmE BARTBAL
for tax purposes RETE (391,068) (9.5) (627090) (86)
Tax effect of expenses not deductible BB E FAMAFZZ
for tax purposes BBEE 61,881 15 24,676 03
Tax effect on accelerated accounting BEBBREZIIESE
depreciation over tax depreciation WEBBRERNEY
previously over provided MKy 2,201 0.1 14,469 02
Utilisation of tax losses previously EBRLAABRRZNBER
not recognised (24,275) (0.6) (32,567) 0.4)
Tax effect of tax losses not recognised ~ KERZHBEE 2 HBETE 37,110 0.9 86,537 12
Underprovision in prior years BEEERETR 6,486 0.2 27512 04
Effect of different tax rates of EEM R ARREE
subsidiaries operating WEREEA Z
in other jurisdictions TRAREZZE (14,687) (0.4) (995572) (1.4)
Tax charge for the year AEEREZH 327,049 1.9 564,966 78
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14. PROFIT FOR THE YEAR 14. REEREF
2017 2016
HK$000 HK$'000
THET FAT
Profit for the year has been arrived at after RNEEHFD (R FHA
(charging) crediting:
Total staff costs: EE A :
Staff costs, including Directors’ emoluments EEXA (BREEZEZFHE) (170,862) (185,798)
Retirement benefits scheme contributions, RAREFFEEK KRB R
net of forfeited contributions of approximately 3 4213,000/8 7T
HK$213,000 (2016: HK$297,000) (ZZ—754F : 297000/ 7T) (9,817) (9,502)
(180,679) (195,300)
Auditors’ remuneration: ZEENEN S -
Auditors of the Company N B A% BRAD
— Current year —REFE (2,050) (2,306)
Other auditors H fth iz BiAm
— Current year —RFE (467) (581)
— Overprovision (underprovision) —BAFEHBERE
in prior years (BETR) 122 (150)
Depreciation e (8.680) (10,304)
Exchange loss, net [E 5 B5 18 H 58 - (25,493)
Cost of trading properties recognised BEYEKATER (420,044) (1,296,535)
Cost of cosmetic products recognised bt G B AN T 3R (3.625) 3717)
Share of tax of associates B(hmiE AmiE
(included in share of results of associates) (BRFAEREEQAREE) (49,600) (11,070)
Gross proceeds on disposals of investments HERIFEEZREY
held-for-trading FriSskI8 4858 - 608,587
Carrying amount of investments HERFEEEZREZKREEAE
held-for-trading disposed of - (644,717)
Transaction costs on investments HEREEEIREZR KA
held-for-trading disposed of - (1,304)
Net loss on disposals of investments FABARZHEREERZ
held-for-trading included in revenue RE R = (37,434)
Gross rental income from investment properties WEWMEHRS WAL 505,743 823,856
Less: Direct operating expenses from B AEREEEEBAZ
investment properties that generated REMEEELERX
rental income during the year (11,182) (42,112)
Direct operating expenses from AEFWEEEHS WAL
investment properties that did not generate REMEERKERT
rental income during the year (3.,020) (4,357)
491,541 777,387
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15. DIRECTORS' EMOLUMENTS

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

(2016: eight) Directors were as follows:

15. EEM <

ENSENTFARES (Z2—RF: \&)F
Bz REMBMENT:

2017 2016

Retirement Retirement

Salaries benefits Salaries benefits

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

#eR BIKER ek RINER
e Hitie SR &g ik Ee HESS e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TET TET TET T T FET FEL
Mr. Lau, Ming-wai ARERE 300 - - 300 300 - - 300
Ms. Chan, Sze-wan (55 - L - 1,500 120 1,620 - 1334 108 1442

Ms. Chan, Hoi-wan BBt

(note) (Fis) - 88 5 93 - - - -
Ms. Chan, Lok-wan Raait - 674 40 114 - 545 35 580
Mr. Lam, Kwong-wai B EE - 2,191 210 3,001 - 2,337 202 2,539
Ms. Amy Lau, Yuk-wai EIES- 3 240 - - 240 240 - - 240
Mr. Chan, Kwok-wai RERRE 300 - - 300 300 - - 300
Ms. Phillis Loh, Lai-ping EERRL 300 - - 300 300 - - 300
Mr. Ma, Tsz-chun SRELE 300 - - 300 300 - - 300
1,440 5,053 375 6,868 1,440 4216 345 6,001

Note: Ms. Chan, Hoi-wan was appointed as executive Director with
effect from 13th February, 2017.

No Directors waived any emoluments for the years ended 31st
December, 2017 and 2016.

Details of material interests of the Directors in transactions,
arrangements or contracts entered into by subsidiaries of the
Company are disclosed in the section headed “Directors’ Report” of

this annual report.

Bis: MYlExtE -t -_A+=Riek

RERBITES-

EEHENHE_T—tFR-_FT-RFt+=
A=t—RALFEARERIERMME -

BARAZMBRARFIIR S ZHHARZ
EENEANGZFBHINAFHRZ [EF

BWEE] &R

B LEEH
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16. EMPLOYEES' EMOLUMENTS 16. EEME
(@) Five highest paid individuals () EEEZESFMAL
Of the five individuals with the highest emoluments in rEBREZERMEALTH  —& (=
the Group, one (2016: one) was a Director, details of his —RE:—R)REE RMEFE
emoluments was included in Note 15. The emoluments of BRMIFE1S c HepmE (ZF—RF 1
the remaining four (2016: four) individuals were as follows: ZIEMALTZEEMT
2017 2016
HK$'000 HK$'000
FHExT FAT
Salaries and other benefits e M EMEF 9,325 9,039
Retirement benefits scheme contributions RIRTRFEF SR 664 580
9,989 9,619
The emoluments of the four (2016: four) individuals were ZEZ(ZE—R"F - EHZ)ENATZBHS
within the following bands: fEELAT :
Number of employees
EEAH
2017 2016
HK$2,000,001 — HK$2,500,000 2,000,001 75— 2,500,000/ 7T 3 3
HK$2,500,001 — HK$3,000,000 2,500,001 7T — 3,000,000 7T - -
HK$3,000,001 — HK$3,500,000 3,000,001 7T —3,500,000/% 7T 1 1
During the years ended 31st December, 2017 and 2016, no REBEE_T—+tFRER-ZTE—~"F+=A
emoluments were paid by the Group to the five highest paid =+—H JJ:EJE A RNE B E R RS
individuals, or Directors, as an inducement to join or upon IIAAREBE s AN E B B ek 1E AR
joining the Group or as compensation for loss of office. BEEmMRNZAEESTMATHES
SR & o
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16. EMPLOYEES' EMOLUMENTS (contd)

(b) Emoluments of senior management

For the year ended 31st December, 2017 HE_Z

(b)

Other than the two (2016: two) senior management whose

emoluments have been disclosed in the five highest paid

individuals (Note 16(a)), the emolument of the remaining

senior management whose profile is included in the section

headed "Profiles of Senior Executives” of this annual report,

Bt % R AR B
—EFt- A+ ALFE

16. EEM < (&)

EREEEzHME
BR#EINAEESHFMAL (KE
16(@)) 2B (ZE—RF :MEB)BR
EEEZMEIN ERAFR [ HRITH
ABREN —HANFIBREREEEZ
MEEEanT

was within the following band:

HK$1,500,001 — HK$2,000,000

17. DIVIDENDS

®)

©

@

©

®

®

Final dividend for 2016 paid on 12th June, 2017
of HK1 cent (2015: HK1 cent) per share

Interim dividend for 2017 paid
on 13th September, 2017 of HK20 cents
(2016: HK1 cent) per share

Special interim dividends for 2016 of
HK$1.36 per share and 2017 of
HK$0.64 per share paid on 10th February, 2017
of HK$2 in aggregate per share

Special interim dividend for 2017 paid
on 23rd June, 2017 of HK$2.91 per share

Conditional special interim dividend for 2016 declared
on 21st December, 2015 and paid
on 20th January, 2016 of HK$2 per share

Special interim dividend for 2016 paid
on 11th August, 2016 of HK$2.1 per share

Special interim dividend for 2016 paid
on st September, 2016 of HK$3.23 per share

Total dividends paid

Number of employee

EBEAH
2017 2016
1,500,001/ 7t — 2,000,000/ 7T 1 1
17. R E
2017 2016
HK$'000 HK$'000
TER FHT
(@ RZT—+tFRA+ZHBRMZ
12*/\¢3E,Hﬂﬂ§b§\ﬂx1/%m
( 0% gRUEND) 19,076 19,076
(b) —tFNAT=HBIERMAZ
*t¢¢%k5ﬁhméw
(:;f/—\i'%ﬁ%ﬂh) 381,524 19,076
© ZE—tHZRATHBRNZ
:g /\E%?JUEPH\HHXE\
(BR136BT) R=ZT—tF
RRIRERE (ﬂﬂxo.64f%7‘n>
ERe£BT 3,815,238 -
(d RZE—tF A=+=H
BENZZT—tF
BRRERSER291ET 5,551,172 -
(e) —RF+ZA=+—H
ERIAR-T-—AE—A=+H
BRI ZZE-AFHREEEZ
BRREBREERIET - 3,815,238
fH RNZE—RENA+—H
BRIz ZF—RF
BRlhBkEERk2 BT - 4,006,000
® RIE-AEAA-ADENZ
-z /\E"H)DJ'J‘:PHﬂHXE
BH3235T - 6,161,610
EIRNRE AT 9,767,010 14,021,000
“E—LEFR EFEABEEE
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17. DIVIDENDS (Contc) 17. RE )
Final dividend for the year ended 31st December, 2017 of HK10 EFERRERBE T —tFTA="1—
cents (2016: HK1 cent) per share has been proposed by the BIEFEZ RBAREESRIOBIM (ZZT—X
board of Directors and is subject to shareholders’ approval at the FERIUBM)  BRERRERARRZEER
forthcoming annual general meeting of the Company. RBFEREG F#E-
18. EARNINGS PER SHARE 18. SREF
The calculation of the basic and diluted earnings per share RRARHEANEEZERERNREERFTY
attributable to owners of the Company is based on the following BIBATEIEFE
data:
2017 2016
HK$°000 HK$'000
FTER FHET
Earnings: BH
Earnings for the purposes of basic and diluted AEERERAREERENZ
earnings per share =
Profit for the year attributable to owners of RRBHEEABIEAFEZ
the Company il 3,708,886 6,360,312
Number of shares
RGEE
2017 2016
Number of shares: B ER :
Weighted average number of ordinary shares AESRERREERMNZ
for the purposes of basic and diluted BB T
earnings per share 1,907,619,079 1,907,619,079
Diluted eamings per share for the years ended 31st December, BHE_Z—+tHFRZT-—RNF+ZA=1+—
2017 and 2016 were the same as the basic earnings per share as HIEFE ARy EsgER i EamiEs
there were no diluting events during both years. EzBREESRMNEGREARZFIER -
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19. INVESTMENT PROPERTIES

At 1st January, 2016

Additions

Exchange adjustments

Increase (decrease) in fair value recognised
in the consolidated statement of comprehensive income
— unrealised
— realised

Disposals of subsidiaries (Note 39(f) and (g))

At 31st December, 2016

Acquisition of assets through acquisition of
a subsidiary (Note 40)

Additions

Exchange adjustments

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

Disposal of subsidiaries (Note 39(a))

Carrying amounts
At 31st December, 2017

All of the Group's property interests held under operating leases
to earn rentals or for capital appreciation purposes are measured

using the fair value model and are classified and accounted for as

investment properties.

19. REWHE

S
o m

e

KA 2 EREREER
AFEEN (AD)
—R2H
—B#y

[ Y 2 ) (S EESO(D R ()

RZZE—R"F+ZA=+—H
FRWE-HENEARKRBEE
(HMi5E40)
NE

bE 5 A%
RirE2ERERERERZ

A AL

—REHE

LEMB AT (MFE39(@))

R
R-B—tF+=A=+-8

BRIEREMEANR -

B tLEEH

Completed
properties
ERAE
HK$'000
THET

21,941,263
3,584,031
(1,257,166)

554,979
(415,763)

(11,520,091)

12,887,253
1,779,563

1,421
764,414

564,502
(347,162)

15,649,991

AEERMBEHBEEEOURRESHER
BEZMEREDRBATEERGE XD
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19. INVESTMENT PROPERTIES (contd) 19. REWZE

Property valuations as at 31st December, 2017 and 2016 were
carried out by B.l. Appraisals Limited (“B.I. Appraisals”), independent
qualified professional valuer, in respect of the Group's investment
properties in Hong Kong and Mainland China. For the investment
properties in the United Kingdom, the property valuations as at
31st December, 2017 and 2016 were carried out by Peak Vision
Appraisals Limited (“Peak Vision Appraisals”), another independent
qualified professional valuer. The valuers have recent relevant
experience in the valuations of similar properties in the relevant

locations.

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

value measurements.

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

Chartered Surveyors.

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

in the relevant markets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %R &

For the year ended 31st December, 2017 HE_Z

19. INVESTMENT PROPERTIES (contd) 19.

The following tables analysed the investment properties which
are measured at fair value at the end of the reporting period

B 75 3R 3R P 5E
—tF+-_A=t+—HILFE
BREWE »

TRENRBEPRURAFEFEZREDE
Z=BoA/H (ERALEBMBREELF3

into the three-level hierarchy as defined in HKFRS 13 “Fair Value e [ AFEFZE]) DT R E3E#E— 5
Measurement” which is further elaborated in Note 3. it
Fair value Level 1 Level 2 Level 3
DNEE & Bo& F=R
HK$'000 HK$'000 HK$'000 HK$'000
F#ET FHEIT FHET FET
Recurring fair value REMHEDNFETE
measurements:
Completed properties & /ES
At 31st December, 2017 n= +F
+=—HA=+—H 15,649,991 - 1,401,669 14,248,322
At 31st December, 2016 RZE—RF
+=RA=+— 12,887253 — 1614019 11,273,234
Certain investment properties located in Hong Kong and Mainland DERE _RAVEFEZETURETER

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

Details of valuation techniques used and key inputs to valuation on
investment properties which are categorised as Level 3 fair value
measurement at the end of the reporting period are as follows:

F IK@:Z&%%%ME&‘%E&%E B E
BN E 2RO FHREE MEER
RPEBURREBEYE 2ARRRAE -

RBEMRDFAE=RATEN B2 RE
Y32 B PR 2 B B E B2 B
M :

Fair value Valuation techniques Significant unobservable inputs  Range
DYE fhEH EXKTREYE g
2017 2016
HK$'000 HK$'000
TR ThL
Properties held for investment 5,017,160 4340,110  Combination of direct comparison (1) Reversionary yield; and 3.00% to 4.75%
in Hong Kong method and investment method EEERXR (2016: 3.50% to
UREBZHERENE BRUBERREZZAH (2) Market rent per square foot 5.000)
BYIRzmERS 300EZ475E
(Z2-RF:
3502 25.008)
Properties held for investment 9,231,162 6,585962  Combination of direct comparison (1) Reversionary yield; and 2.88% to 4.75%
in the United Kingdom method and investment method ERERE: R (2016: 2.88% to
URREZHERENE ERIBERREEZ AN (2) Market rent per square foot 4.750%)
FEARzmEHE 288EZ4T5E
(Z2—R%F:
2882 Z475E)
Properties held for investment - 347162 Combination of direct comparison (1) Reversionary yield; and N/A (2016: 8.50%)
in Mainland China method and investment method EHREHE: R TR
URPEAE 2 BERENE BERIBERREE A (2) Market rent per square foot (Z2—1 5 :850E)
BYHRzTEES
Total
g 14,248,322 11,273,234
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

19. INVESTMENT PROPERTIES (contd) 19. REWZE

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

related properties.

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

square foot.

Movements of investment properties which are categorised as Level

3 fair value measurement during the year are as follows:

EREHERTIFREEHSRABRE W%
HEREEMRSH X - BFHRZTS
MEDFREBDEZTSAIHERELRR
H/RHzHHERE -

RV EFEREROREKRL - MEEFT
Rz W5 HEE IR IEL

DERE=MAFEABZEENENFR
ZEHMT

2017 2016
HK$000 HK$'000
FExT FAT
At 1st January (note) R—A—8 (H&E) 11,273,234 28,582,309
Acquisition of assets through acquisition of 7B — B A A
a subsidiary (Note 40) Wi & & (MiFE40) 1,779,563 -
Additions NE - 3,580,849
Exchange adjustments bE 5 3 & 762,465 (1,255,669)
Increase (decrease) in fair value recognised RérE 2 EREHRERERZ
in the consolidated statement of NEE N O )
comprehensive income
— unrealised —AREH 780,222 959,199
— realised —B#5 - (415,763)
Disposals of subsidiaries HEM B A F (347,162) (20,177,691)
Carrying amounts IREE
At 31st December R+=A=+—8H 14,248,322 11,273,234

Note: As at 1st January, 2016, included those presented as assets
classified as held for sale of approximately HK$8,657,600,000
which were categorised as level 3 fair value measurement.

There were no transfers into or out of Level 3 fair value
measurement during the years ended 31st December, 2017 and
2016 and no change in valuation techniques used in prior years. In
estimating the fair value of the properties, their current use equates

to the highest and best use of the properties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

20. PROPERTY, PLANT AND EQUIPMENT 20 ¥ -BERRZRE

Furniture, Yachts and
Leasehold fixtures and motor
land Buildings equipment vehicles Total
i
HEL BT EERRE BRERAE Fek]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FiET TR T FiET
Cost BA&
At Tst January, 2016 RZE-xF—HF-A 27444 4,783 50,051 110,796 193,074
Additions AE - - 4319 4124 8,443
Disposals of subsidiaries HEMBAF
(Note 39(f) and (g)) (MsE39( R () - - (5,170) (792) (5,962)
Disposals/written off HE /M - - ,011) (6,405) (8,416)
Exchange adjustments EHBE (1,476) (258) (29) (189) (1,952)
At 31st December, 2016 RZB-R"E+ZA=+-AH 25,968 4,525 47,160 107,534 185,187
Additions AE - - 4292 839 5,131
Disposals of subsidiaries HEMBAR
(Note 39(z) and (d)) (B +E39(a) R (d)) - - (88) (a40) (528)
Disposals/written off HE /M - - (3.337) (7,675) (11,012)
Exchange adjustments EHEE 1,888 329 34 240 2,491
At 315t December, 2017 RZZE—t&+ZA=+—-8H 27,856 4,854 48,061 100,498 181,269
Depreciation RE
At Tst January, 2016 RZE-~5-F—A8 822 188 43718 97806 142,534
Charge for the year KEENE 489 107 2,714 6,994 10,304
Elimination upon disposals of subsidiaries &8 73 1% ¥1 4
(Note 39(f) and (g)) (M3390 R (@) - - (4,048) (635) (4,683)
Elimination upon disposals/written off HE /MRS - - (1,721) (6,405) (8,126)
Exchange adjustments EHAE (67) (16) (19) (170) @n)
At 31st December, 2016 RZB-RE+ZA=+-A 1,244 219 40,644 97,590 139,757
Charge for the year TEEHE 481 105 3,310 4,784 8,680
Elimination upon disposals of subsidiaries & B 73 18 ¥ 5
(Note 39(2) and (d)) (B+E39(a) R (d)) - - (66) (a40) (506)
Elimination upon disposals/written off HE/MERHH - - (3.259) (6.897) (10,156)
Exchange adjustments EHAR 110 24 28 215 371
At 315t December, 2017 N o = 1,835 408 40,657 95,252 138,152
Carrying amounts REE
At 31st December, 2017 BWZZ-tE+ZB=+-H 26,021 4,446 7,404 5,246 43,117
At 315t December, 2016 RZE-RETZA=T-H 24,724 4,246 6,516 9,944 45,430
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

21. INTANGIBLE ASSETS

Cost

At 1st January, 2016,
31st December, 2016 and
31st December, 2017

Amortisation and impairment
At 1st January, 2016,
31st December, 2016 and
31st December, 2017

Carrying amounts

At 31st December, 2017

At 31st December, 2016

The above intangible assets have definite useful lives. Such

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

years.

22. GOODWILL

Cost

At 1st January, 2016,
31st December, 2016 and
31st December, 2017

Impairment

At 1st January, 2016,
31st December, 2016 and
31st December, 2017

Carrying amounts
At 31st December, 2017

At 31st December, 2016

21. B EE

Trading and
exchange
rights Trademark Total
BERESE BE Fok
HK$'000 HK$'000 HK$'000
FET TET TET
A
RZE-—RE-A—H"
ZE-RETZAZT-HE
—T—+tF+ZA=+—H 2,705 14,300 17,005
MR E
RZE-—RE—-A—H"
“E-RXFE+-R=t+—HE
—T—+F+=ZA=+—H 2,705 14,300 17,005

REE
R=-EB—t&+=-A=1+—H -

RZE—R"F+=ZA=1+—H -

SIS §

2. HE

BREE
R-ZE—tH+=-A=+-—H

RZZE—R"F+=-A=+—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

22. GOODWILL (Cont'd)

Impairment testing of goodwiill

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

the following places of operation:

United Kingdom =
Hong Kong B

The recoverable amount for the CGU operated in the United
Kingdom has been determined based on value-in-use calculation
using five-year cash flow projections approved by the Directors. The
pre-tax discount rate of approximately 5.28% (2016: 5.44%) per
annum for the United Kingdom property business was applied to
the cash flow projection when assessing the recoverability of the
CGU containing goodwill. Full impairment for goodwill of the other

businesses in Hong Kong was recognised in prior years.

There are a number of assumptions and estimates involved for
the preparation of the cash flow projections. Key assumptions
included gross margin and discount rates which are determined by
the Directors based on past performance and their expectation for
market development. The values assigned to key assumptions are
based on historical experience, current market condition, approved
forecasts and consistent with external information sources. Gross
margin is budgeted gross margin. The discount rates used were
determined with reference to weighted average cost of capital of
similar companies in the industry reflected specific risks relating
to the industry. The Directors believe that any reasonable possible
change in any of these assumptions would not cause the aggregate
carrying amounts of the CGUs to exceed their respective aggregate
recoverable amount. During the years ended 31st December, 2017
and 2016, the Directors determined that there was no impairment

of the goodwill.

22. BHE W)

BERENE

RETREANR RETEBEHELZHE
ENREAEEZREELEMN REZETF
REENBRARMAEZRENE -BHERE
B(HERREREEBR) DEEN KL AR
ZHREELBM:

2017 2016
HK$°000 HK$'000
THET FET
322,938 322,938
322,938 322,938

RREREGEZREEAEN 2HEZTEE
SRIRBESHECAFRSRERD - A
SEGRBEMEEEC - EFESHELR
CEABMZARERER ERRRESRE
TER - FEE YR TS AT BT SR RE 3 K 4)5.28]E
(ZF—RF 5M4E)FH -BAREBEME
BzEE 2EREBESNBEFERR -

RERASTEBALRSERERME -2
BREEHEZRBBTIRERKEZETS
BRBABEZEFRERE - X ZREMA
BEBTER - & RTINS HETE A A&
B WRHEINBERKR - EFETIEEESR
E-MARAZMRED2RENRELARZ
MAEFIGEARRAEE W EITEREZ
BFEER EZHE TRZSRENEEE
PHRZAMEHTISERACELEMNER
BREEBHRECEFTBEMN s BB KE S5
BE-RNEBEE_T—+LFERZT—RFTA
ST-HIEFER EFFTCAHBTERES
-
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For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

23. INTERESTS IN ASSOCIATES 23. BE N TR

Cost of investment in associates: WA N AR
— Unlisted —3k Lk

Share of post-acquisition profits and BRI R SR &
other comprehensive income/expenses Hib2mERE S
net of dividends received HnBrRE KRS

The Company provided corporate guarantee to secure bank
borrowings granted to its associates in prior years. The fair value of
the financial guarantee contract at initial recognition was determined
by Norton Appraisals Limited, independent qualified professional
valuer, and it was recognised as interests in associates and financial
guarantee liabilities in the Group’s consolidated statement of

financial position.

Particulars of the Group's principal associates as at 31st December,
2017 are set out in Note 50.

The investment properties held by the Group's principal associates
were revalued as at 31st December, 2017 and 2016 by B.l
Appraisals. B.l. Appraisals continues to adopt investment method
and/or direct comparison method as the valuation methodologies.
The valuation methods and significant assumptions applied in
determining the fair values of investment properties are detailed in
Note 19.

All of the associates are accounted for using the equity method in

these consolidated financial statements.
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2017 2016
HK$"000 HK$'000
FET FET
1,204,736 1,204,736
910,492 750,384

2,115,228 1,955,120
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

23. INTERESTS IN ASSOCIATES (contd) 23 Bt N TR

AEBESHLAT (ERELERAF) 2
M AR ERIMT -

The summarised financial information in respect of the Group's

material associate, Finedale Industries Limited, is set out below.

Finedale Industries Limited EHEEERAT
2017 2016
HK$'000 HK$'000
FHET FET
Non-current assets IERBEE 3,403,000 3,223,000
Current assets mENEE 385,114 322,465
Current liabilities e B & (49,849) (54,127)
Net assets AEFE 3,738,265 3,491,338
Revenue WA 82,966 92,340
Profit for the year KEZHF 246,927 123,819
Total comprehensive income for the year AEZ2ERHERE 246,927 123,819
Reconciliation of the summarised financial B N Bk o BREE B
information presented to the carrying B T B R 9B
amount of its interest in the associate:
Net assets at 1st January R—A—BZEEFE 3,491,338 3,367,519
Total comprehensive income for the year AEEE2ENZEE 246,927 123,819
Net assets at 31st December R+t A=+—BZ2EE%E 3,738,265 3,491,338
Interest held by the Group REFERE 2R 33.33% 33.330
Group's interest in the associate and REENZE SRR 2w
the carrying amount K ERMAE 1,246,088 1,163,779
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31st December, 2017 HE_Z

23. INTERESTS IN ASSOCIATES (contd)

24.

The information above reflects the amounts presented in the
unaudited financial statements of the associate which were
prepared in accordance with HKFRSs adjusted for the differences A AINE
arising from accounting policies and different financial year end

dates between the Group and the associate.

Aggregate financial information of associates that are not individually

material:

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

income (expense) for the year

Group's share of total comprehensive

income for the year

Group's aggregate interests in these associates

and the carrying amounts

ADVANCES TO ASSOCIATES

Interest-bearing advances to associates

Interest-free advances to associates

The advances to associates are unsecured. The Group will not
demand for repayment within one year from the end of the
reporting period and the amounts are therefore shown as non-

current. The interest-bearing advances to associates bear interest at

the prevailing market rates.

mEMBRRME

23. BE N TIER @

LA &R R MR B &N R 2 RIS EIZ BT
K22 &% ZEVBRRIET BV HHRE
PR N E R A R 2 BRI g AT
KL BRERBEELAEMER -
BRI EEE 2B & N E B IS E R
2017 2016
HK$°000 HK$'000
FET FHETT
AEBBIEARFEHEA 107,613 119,909
AEFEBGHAFEEMAZE RS
(=) 16,964 (10,972)
AEFBEAFE
EEHWNEAEE 124,577 108,937
REEBRZEBEREZ
AR K REE 869,140 791,341
24, BJ B E N R RIE
2017 2016
HK$000 HK$'000
FET FHET
AREE QR ZET B RIE 48,050 48,104
TS N E 2 R BFIE 1,149 1,381
49,199 49,485

BTBE R A
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25. FINANCIAL ASSETS MEASURED AT FAIR
VALUE THROUGH PROFIT OR LOSS

Bonds (note (i))
Club debentures (note (ii))

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

B (HIEEQ))
eRESR (M)

REMBRRME

25. BBREZURMATFETEZ
tREE

2017 2016
HK$000 HK$'000
FTERx TAET
10,738,743 14,952,866
69,889 62,807
10,808,632 15,015,673
2,049,276 373,050
8,759,356 14,642,623
10,808,632 15,015,673

Analysed for reporting purpose as: TERERBRZ DT

Non-current JERBIME

Current MENIEE
Notes: Bt 5
(i)  As at 31st December, 2017, the carrying amount of bonds was 0)

approximately HK$10,738,743,000 (2016: HK$14,952,866,000),
including bonds with aggregate carrying amount of approximately
HK$1,261,095,000 (2016: HK$2,314,771,000) were available
to be loaned to financial institutions for earning lending fee
income and the same or substantially the same securities would
be returned to the Group, pursuant to the terms and conditions
contained in the securities pooled lending agreements, of which
approximately HK$50,124,000 (2016: HK$203,272,000) were
on loan at the end of the reporting period.

The bonds denominated in US$ carry at fixed rate range from
4.750% to 13.250% per annum of which notional amount of
US$1,180,960,000 are callable, the bonds denominated in GBP
carry at fixed rate range from 5.875% to 7.250% per annum are
callable and the bond denominated in EUR carries at fixed rate of
12.500% per annum is callable.

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

R-B—+F+-_A=+—8 BE52%
HEE 4 510,738,743,000# 7T ( Z & — /X
©F :14,952,866,0008 7T) * & R EMME
“AEE 4 51,261,095,00008 7L (Z & — X
F:2,314,771,0008 70) 2 EF - RIEE
EBHEEBRE 2GR LG AT #
BEHFEREEBEARREERERA T
ZEFIABERCBEFBEHETAE
SBE-RBEHR EPEELESF IR
EE 4 550,124,000/ 7T ( —Z & — N &
203,272,000/ 7T) °

NETEHEZERFETEFFEALTS0ESR
13.250F - HAF % 3% £ 5 /51,180,960,000
ERN2EFAAUER UREAEZES
EFEFFIE A5.875E £ 72502 A n]EE &
DABR T RTE 2 &5 B E F AR A12.5002
AR EE D o

BRERRRERZT S5 AAFER
BERARINE - EFZRXFEDRES
BB MR 2T EARBEE -
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For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

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

Notes: (Cont'd)

@i  (Cont'd)

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

Notional amount Maturity
US$33,500,000 2018
US$1,682,000 2019
US$5,000,000 2020
US$22,800,000 2021
US$28,000,000 2023
US$237,000,000 2024
US$133,000,000 2025
US$9,000,000 2036
US$21,000,000 2046
US$749,460,000 Perpetual
EUR2,000,000 Perpetual
GBP41,000,000 Perpetual

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

Included in non-current assets, there were financial assets measured at
FVTPL of approximately HK$2,049,276,000 (2016: HK$373,050,000).
They were included in non-current assets according to their intended
holding periods. Notwithstanding the presentation of the above
assets as non-current assets, these financial assets to the extent of
approximately HK$1,979,387,000 (2016: HK$310,243,000) were
treasury products and could be realised in the market at any time within
twelve months from the end of the reporting period.

26. FINANCIAL ASSETS MEASURED
AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

25. BBERURMAFEETFEZ
EREE ®

BisE: (&)

G (&

NET BTEREEFEZEFZETERN
P INE

ZESH ZHA
33,500,000 7T —E-N\F
1,682,000% 7T —ZE-NF
5,000,000% 7T —ZE_FTF
22,800,0003 7T B
28,000,000 7T —EC-=%F
237,000,000 7T —E o
133,000,000 7T —E-REF
9,000,0003 7T —EZREF
21,000,000 7T ZENRF
749,460,000F 7T KA
2,000,000 7T KA
41,000,000% &8 KA

(i) M|EHR SBREFBRATFEIE 2F
EFft 8 2F B ]IIRHES()

IRBEEPREBBIESURMATENE
2 &R EE492,049,276,00008 7T ( Z B —K4E
373,050,000/8 70 ) < BRI E 2 ¥ E 15 B BmEr
AFERBEE -BEE LMEERYBIERBEE
HELRBEZLEEX,979,387.0008 T (=&
— 7N 310,243,000/ ) BB A E o Al AR
HHIRAE+ — BB AEMREEATES LR -

26. EBE A2 E kU RBRA F
BHEXEMEE

2017 2016
HK$'000 HK$'000
FET FHT
Listed investments: FmRE:
— Equity securities listed in Hong Kong —REE ETRAF S
(notes (i) and (ii)) (M52 R i) ) 23,110,730 4,559,726
Unlisted equity securities: FEETRAES:
— Incorporated in Hong Kong — BB ML 344,263 195,790
— Incorporated elsewhere (note (iii)) — R H i 0 [ FE A S (B R GGii) ) 686,967 687,075
24,141,960 5,442,591
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

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

Notes:

0)

(i)

During the year ended 31st December, 2017, the Group
disposed of a subsidiary, whose principal asset was its holding
of the SJB Shares, which represented approximately 9.96% of
the total issued share capital of Shengjing Bank, or approximately
37.5% of the total H shares of Shengjing Bank in issue as at the
date of the disposal. Details of the disposal of the subsidiary are
set out in Note 39(c). At the date of completion of the disposal,
the SJB Shares were carried at their fair value determined based
on the consideration of the disposal transaction. The resulting
gain on fair value change of the SJB Shares amounting to
approximately HK$2,125,982,000 and the transaction costs of
the disposal of approximately HK$1,687,000 were recognised in
other comprehensive income of the Group for the year ended
31st December, 2017 (2016: carrying amount of approximately
HK$4,559,726,000 represented the acquisition consideration
of the SJB Shares of approximately HK$6,926,166,000 after
deducting unrealised loss on fair value change of approximately
HK$2,366,440,000 for the year ended 31st December, 2016
which was determined based on quoted price in active market).

During the year ended 31st December, 2017, the Group has
acquired the Evergrande Shares at a total consideration (including
transaction costs) of approximately HK$13,182,428,000. The
unrealised gain on fair value change of the Evergrande Shares
of approximately HK$9,928,302,000 which was determined
based on quoted price in active market, was recorded in
financial assets measured at FVTOCI reserve during the year
ended 31st December, 2017. The carrying amount of the
Evergrande Shares as at 31st December, 2017 was approximately
HK$23,110,730,000.

As at 31st December, 2017, the carrying amount of listed
equity securities was approximately HK$23,110,730,000 (2016:
HK$4,559,726,000), including listed equity securities with
aggregate carrying amount of approximately HK$1,831,576,000
(2016: nil) were available to be loaned to financial institutions
for earning lending fee income and the same or substantially the
same securities would be returned to the Group, pursuant to the
terms and conditions contained in the securities pooled lending
agreements, of which approximately HK$619,103,000 (2016: nil)
were on loan at the end of the reporting period.

26. BB H M2 MmN LR B A F
BifECzEe@MEEw

() KREE_Z—tF+-A=-+—HBLLFE"
AREFHE—FHBEAR EXBEE AR
BERFIRITIRG (A& B EE R TIRTT
2B EBE BT A 49.96%8 B RIRTTZ
2 I E B ITHRR AR 10 #937.5% ) & I B
NE 2 F BRI R FE39(0) s R ETEAK
A BRETROHELEXSREMmMET
HAFEINE - REBEE=-Z—+F+=A
=t+—BIFE BRBITROZAFES
BMEE 2 WS 5L 52,125,982,00078
TLA R E R S A K 51,687,000 7T
RAEEZ Eth2mEREPRER (Z2—<
F : IR {E 494,559,726,00078 7T Jh¥E A R
SR1TR% 19 Uk BE X 1B 496,926,166,0007% It *
CHBREE-_T—A"F+-_A=+—H
IFERENERTB ZREMBEZA
FEEE) 2 R E518492,366,440,0007%8
JL) e

REE-_Z—tF+-_A=Z+—HItF
B AL E BN ELI3,182,428,000%
T (BEXSEA)BEERRG NEE
—E—+tHE+-A=+—BILEE BE
RERBMBZREMBETCERRMDZAF
B ) 2 K& R U 499,928,302,0007 7T
ERBEBHEMEAKSIARMRAFETE
JEMEEZHEAAR - R_ZT—+F

(i)

23,110,730,000/% T °

RZEBE—+F+_A=+—8' EmEAKX
BH 7 BREEA)523,110,730,000/8 7T ( =
T — X4 1 4,559,726,0005 7T ) & R ERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

26. FINANCIAL ASSETS MEASURED

27.

AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (contd)

Notes: (Cont'd)
(i) As at 31st December, 2017, the carrying amount mainly
comprised investment in an exempted limited partnership formed
under the Exempted Limited Partnership Law (Revised) of the
Cayman Islands (“Cayman Islands Partnership”) of approximately
HK$578,244,000 (2016: HK$584,510,000).

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

The quoted price in active market of equity securities listed in Hong
Kong represents quoted market bid price available on the Stock
Exchange.

For unlisted equity securities measured at fair value, details of the fair
value measurements are disclosed in Note 5(c).

Included in non-current assets, there were financial assets
measured at FVTOCI of approximately HK$24,141,960,000 (2016:
HK$5,442,591,000). They were included in non-current assets
according to their intended holding periods. Notwithstanding the
presentation of the above assets as non-current assets, these financial
assets to the extent of approximately HK$23,110,730,000 (2016:
HK$4,559,726,000) were listed securities investments and could be
realised in the market at any time within twelve months from the end of
the reporting period.

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

(a) The advances made to investee companies are unsecured
and interest-free. The Group will not demand for repayment
within one year from the end of the reporting period and the
advances are therefore shown as non-current.

(b) The advance made to a non-controlling shareholder is

unsecured and interest-free. The Group will not demand for

repayment within one year from the end of the reporting

period and the advance is therefore shown as non-current.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

28. DEBTORS, DEPOSITS, OTHER

RECEIVABLES AND PREPAYMENTS

Trade receivables B E 5 RE

Less: Allowance for doubtful debts B REREEAE

Deposits and prepayments e RIEFHIE

Other receivables H b fE UL BR IR

Analysed for reporting purpose as: EmERBRZ DT
Non-current SEmEIEE
Current mEEE

Included in debtors, deposits, other receivables and prepayments
are trade receivables of approximately HK$5,487,000 (2016:
HK$5,894,000) comprised rental receivables billed in advance
and settlements from tenants which are expected upon receipts of

billings and receivables from cosmetic business.

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

contracts.

28. BWARIR - &€ - HMEWER

BHRENKE

2017 2016
HK$'000 HK$'000
FHET FET
5,928 6,085
(aa1) (191)
5,487 5,894
52,862 296,420
857,764 5,522,915
916,113 5,825,229
- 1,102,338
916,113 4,722,891
916,113 5,825,229

FEUBRTE - 2 & - HAth FEUBRIE R IB I 3IE &
EEUE 5 IR TE £95,487,0008 70 (ZF — X
F 15,894,000/ L) B IETESLF B M TEHAE
FPearlaMEr M EKRHES ARKRE
e fn 3R 2 FEUERIA -

AEBECHFIRAEZEERER NFEERSH
TZEEER -AEEBYERYHRBER B
REEREZSEVESRBRBZEER
BoMDEMEZIRE ENARBEEE M
2R -HEME 2B AREPALX
o BB 5 EHARBEGEHAFIA 2

RIEFBERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

28. DEBTORS, DEPOSITS, OTHER

RECEIVABLES AND PREPAYMENTS (contd)

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

allowance for doubtful debts), presented based on the respective

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

0 — 30 days
31 — 60 days
61 — 90 days

Over 90 days

ZE=1H
=t—HEXTH
At—BEATA
N+BRE

The following is the aged analysis of trade receivables which are

past due but not impaired:

0 — 30 days
31 — 60 days
61 — 90 days

Over 90 days

ZE=+H
=t—HEXTH
At—HEATH
A+BERE
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REBERWAZERARZI 2 EEE S K
B (HIBREEE) R @& R ZRE D740

T
2017 2016
HK$°000 HK$'000
THET FET
2,505 2,371
998 794
391 693
1,593 2,036
5,487 5,894

EEHERSRE YRR SRR ZREKD

i UENE
2017 2016
HK$'000 HK$'000
THET FET
2,238 1,052
575 392
304 20
1,128 1,388
4,245 2,852




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

28. EWWERIE - & ¢ - HMEWER
HRENRE @

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

Movement in the allowance for doubtful debts: REBE2E
2017 2016
HK$000 HK$'000
FExT FAT
At 1st January n—A—A8 191 1,479
Impairment losses recognised BIEWE 5 BRIEHE R
in respect of trade receivables BB E B 272 413
Impairment losses reversed BLIEUE 5 RRIE# [B]
in respect of trade receivables BB EE (22) (994)
Disposal of subsidiaries BT B8 A ) - (707)
At 31st December R+=HA=+-—H am 191

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

required in excess of allowance for doubtful debts.

Trade receivables over 90 days comprising rental receivables of
approximately HK$1,109,000 (2016: HK$1,388,000) which are
sufficiently covered by rental deposits received from the respective
tenants, and no allowance is required for these receivables under

the Group's allowance policy.

Trade receivables which are neither overdue nor impaired are in

good quality.

As at 31st December, 2016, included in debtors, deposits, other
receivables and prepayments were consideration receivables
in respect of deferred considerations of the Chengdu Project
Disposal (as defined below), the Chongqing Project Disposal (as
defined below) and the Pioneer Time Disposal of approximately
HK$5,100,696,000 in aggregate, of which approximately
HK$3,998,358,000 to be received within one year was shown as
current and HK$1,102,338,000 to be received after one year was
shown as non-current. The deferred consideration receivables were
initially recognised at fair value and subsequently measured at

amortised cost, which were recorded as other receivables.

SAEBMEERE REIREAT S  #AKE
B ER B EAERRERER ARECHE
8 BEEFRCTHEINBENRRZIBE
BRIFHEHE YR AR FERDAWKE - EF
REE-F (ZRREBEB) 2EEEE-

BBNLTAZEKEZESERERERKES LY
1,109,000/ 7T ( == — 7<% : 1,388,000/ 7T)
(HRUWA SRR 2 Be]SATRE) -
RBEAREEZ BEBR  BERZZRYIRE
YEH B

B B TR 2 B BB EER
f -

RZE—RNF+_A=+—H8 EWREHA.
e HtEWREBEREBENREBEREEGE
RKEHMEALHE(ERRTX) EEEEH
€ (F%E R TFX) MPioneer TmeH &4 £4
5,100,696,000/% Jt * & * #)3,998,358,000
PSR — F N WCER I B YRR B 1B &
1,102,338,000/%8 7T 45 1A — & 1% W EX 1 51 E JE
MEBEE - ZEUBCELER BV HIE D T ERER
WEBIZBHERAE  F AR EUKIEE-

TE-LHEFHR  EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

28. DEBTORS, DEPOSITS, OTHER 28. EWWERIE - & ¢ - HMEWER

RECEIVABLES AND PREPAYMENTS (contd)

On 30th July, 2015, the Group disposed of the 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”).
The consideration of the Chengdu Project Disposal was
HK$6,500,000,000 of which 10% was received from Shengyu
(BVI) Limited (“Shengyu”), a wholly-owned subsidiary of Evergrande
Real Estate Group Limited (now known as China Evergrande Group)
which is independent of and not connected with the Company,
up to the date of completion of the Chengdu Project Disposal. In
accordance with the equity and debt transfer agreement of the
Chengdu Project Disposal dated 14th July, 2015, the remaining
90% of the cash consideration receivable from the Chengdu Project
Disposal amounting to HK$5,850,000,000 would be received
in 4 instalments within 24 months from the date of the disposal
agreement. During the year ended 31st December, 2017, the
Group received all the remaining balance of HK$3,250,000,000
(2016: HK$2,600,000,000).

On 27th October, 2015, the Group disposed of the entire issued
share capital of Million Castle Investments Limited, an indirect
wholly-owned subsidiary of the Company (“Chongging Project
Disposal”). The consideration of the Chongqing Project Disposal
was HK$1,750,000,000 of which 15% was received from Shengyu
up to the date of completion of the Chongging Project Disposal. In
accordance with the equity and debt receivable transfer agreement
of the Chongging Project Disposal dated 19th October, 2015, the
remaining 85% of the cash consideration receivable from the
Chongging Project Disposal amounting to HK$1,487,500,000 would
be received in 4 instalments within 24 months from the date of the
disposal agreement. During the year ended 31st December, 2017,
the Group received all the remaining balance of HK$875,000,000
(2016: HK$612,500,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %% & Bt 6 3R 3% M 5=
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

28. DEBTORS, DEPOSITS, OTHER

RECEIVABLES AND PREPAYMENTS (contd)

The consideration of the Pioneer Time Disposal was
approximately HK$12,448,280,000 (after adjustment) of which
HK$5,000,000,000 was received from Shengyu up to the date
of completion of the Pioneer Time Disposal. In accordance
with the equity and debt transfer agreement of the Pioneer
Time Disposal dated 12th November, 2015, the remaining
cash consideration receivable from the Pioneer Time Disposal
amounting to approximately HK$7,448,280,000 would be received
in 6 instalments within 6 years from the date of completion
of the Pioneer Time Disposal. During the year ended 31st
December, 2017, the Group received all the remaining balance of
approximately HK$1,748,280,000 (2016: HK$5,700,000,000).

Included in other receivables is the outstanding claim receivable
from Shantou City Chenghai District State-owned Land Resources
Bureau (formerly known as Shantou City Chenghai District Planning
and State-owned Land Resources Bureau) (“Chenghai Bureau")
with the principal amount of approximately RMB41,540,000
(equivalent to approximately HK$49,694,000) (2016:
RMB43,803,000 (equivalent to approximately HK$48,849,000))
for the recovery of the down payment made by the Group for
the acquisition of the property interests located in Xinxi Town,
Chenghai District, Shantou City, the PRC. The down payment was
fully impaired in prior years. On 5th December, 2012, the Shantou
City Intermediate People’'s Court (“Intermediate Court”) delivered
a judgment in favour of the Group and upheld the majority claims
of the Group. On 26th February, 2014, the High People's Court
of Guangdong Province declared its judgment on 3rd December,
2013, which upheld the ruling of the Intermediate Court and
dismissed the appeals of the Group and Chenghai Bureau, become
effective on 23rd February, 2014. Up to 31st December, 2017, the
Group received RMB13,000,000 (2016: RMB9,000,000) including
the interest as partial satisfaction of the enforcement. Up to the
date of the approval of these consolidated financial statements, the

enforcement of the judgment is still in progress.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

29. DEFERRED TAXATION 29. IEFEBIIE
The following is the major deferred tax liabilities provided (assets AT 27K 52 B PR 7R 3R 25 HA F) K 38 1F 4 45 B R
recognised) by the Group and movements thereon during the FHBEBZ TEREHERE (RRBEE) X
current and prior reporting periods: HEE):
Accelerated
Investment tax
properties depreciation Tax losses Total
RENE  MEHERE BEEE aE
HK$'000 HK$'000 HK$'000 HK$'000
T FHT FAER FER
At 1st January, 2016 RZZE—-R"¥—A—H 505,939 51,615 (3.254) 554,300
Exchange adjustments R (6) 426 - 420
Charged (credited) to the consolidated REEAZERERR
statement of comprehensive income me (GtA) 31,671 (79) 1,932 33,524
Disposals of subsidiaries HERERR
(Note 39(f) and (g)) (HEE39(H & () (413,424) (52,646) - (466,070)
At 31st December, 2016 RZE—R"E+ZA=1—H 124,180 (684) (1,322) 122,174
Exchange adjustments R A 17 956 (85) 888
Charged to the consolidated statement of ~ R4z A 2 ERERE
comprehensive income bl 3,181 4,994 4,875 13,050
Acquisition of assets through acquision ~ EBKE R EA A
of a subsidiary (Note 40) U A & (I7E40) - 22242 (5.989) 16,253
Disposal of subsidiaries (Note 39(a)) HEME AR (H539()) (104,419) - - (104,419)
At 31st December, 2017 R-E-t&+-A=+—H 22,959 217,508 (2,521) 47,946
For the purpose of the presentation in the consolidated statement MiEeBRARE 2] &ETREHIER
of financial position, certain deferred tax liabilities and assets EREECFHEE -RUBRERRIBRLTER
have been offset. The following is the analysis of the deferred tax BiESRDTOT
balances for financial reporting purposes:
2017 2016
HK$'000 HK$'000
FHExT FHAT
Deferred tax liabilities FEERBEER 50,365 124,866
Deferred tax assets EEFIEEE (2,419) (2,692)
47,946 122,174
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29.

30.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

DEFERRED TAXATION (contd)

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

of the future profit streams.

Accelerated tax depreciation IR I E
Tax losses s E 18

At the end of the reporting period, the Group's unused tax
losses not recognised of approximately HK$14,624,000
(2016: HK$10,936,000) will expire in one to five years. Other
unrecognised tax losses may be carried forward indefinitely and

subject to the confirmation from the respective tax authority.

OTHER FINANCIAL ASSETS

(@) Pledged deposits

The amounts represent deposits pledged to banks and
other financial institutions to secure credit facilities granted
to the Group. Deposits amounting to approximately
HK$172,972,000 (2016: HK$929,879,000) have been
pledged to secure short-term borrowings and are therefore
classified as current assets. The remaining deposits
amounting to approximately HK$90,541,000 (2016:
HK$13,884,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.

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

relevant borrowings.

29. IERER 1E &)
R R - A2 B i P B LATERL R 3% A
RERAT 2T BREEHBEE-
2017 2016
HK$'000 HK$'000
F# T FHBTT
(a66) (565)
(448,167) (468,670)
(448,633) (469,235)
RBEER  REBR — 2 0 FE RN B BRI
R AE AT FEIR L A14,624,0008 7T (=
T — X4 10,936,000/ 7T ) - Hep R HER
Firs B 18 vl £E (R M 45 88 W B AR S B
%7\:1\0
30 HttemEE

(a) EHER

ZEFBIEERTRITRE & B
B EAGTASEBREEBZENL
#1172,972,0008 L (=T — X F:
929,879,000 7T ) Z ¥ R EAVE B H
BEZER U EARBDEE-
# T #990,541,0008 70 (ZZ — /< F
13,884,000/ 7T) 2 T REfE B KBS
B8R BEsBRIERBDEE-
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ZEBRRFFERAREEEEERR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZE =T —+tF T+ A=+ —HILFE

30. Ht e MEE o

(b) Securities trading receivables and deposits (b) EURBHFXZERERTFN

30. OTHER FINANCIAL ASSETS (contd)

U EFZSERALFREERERAE

Securities trading receivables and deposits are mainly

amounts due from clearing house, brokers and clients. B BHERREPRIE-
(c) Time deposits, bank balances and cash (0 EHER RITEHRES

EHMEREE TROTERELERMS
ZIERMEGF R -RZE—tF+ A
—Jr*EI GREZR=ZEAZEHF
& REH 588,824,000 L (ZFE— X
i-ﬁ) BRTEHAFRN—EARE
HoAREBEWHEBRERFERER RN =
December, 2017, balances of cash and cash equivalents —+tF+ZA=+—H B kR
amounted to approximately HK$570,578,000 (2016: E(EIE B #2101 /570,578,000/8 7T
HK$1,070,471,000). (=2 —7<%F :1,070,471,0005 7T

The time deposits and certain bank balances carry interest
at prevailing market deposit rates. As at 31st December,
2017, time deposits with maturity greater than three months
amounted to approximately HK$88,824,000 (2016: nil)
and the remaining was with maturity within one month. The
Group does not hold collateral over the balances. As at 31st

31. STOCK OF PROPERTIES 3. YMEEFE

2017 2016

HK$'000 HK$'000

FTHET FAT

Completed properties I RIES 296,513 415,039
Properties under development held for sale FIEHE 2B RPWE - 858,435
296,513 1,273,474

As at 31st December, 2017 and 2016, the Directors reviewed the RZE—+tFR—_ZE—RF+_A=+—8"
EE2ZHRMBRELBRABEFGEIR

carrying amounts of the completed properties and the properties

under development held for sale with reference to current
market situation and the estimated selling price of the completed
properties and the properties under development held for sale
provided by B.l. Appraisals.

During the year ended 31st December, 2017, a write-down of
completed properties of approximately HK$3,830,000 (2016
HK$21,593,000) was recognised in the consolidated statement
of comprehensive income as a result that net realisable values
of certain completed properties were lower than their carrying
amounts.

During the year ended 31st December, 2016, a write-down of
properties under development held for sale of approximately
HK$106,864,000 was made by reference to the net realisable value
of the properties under development held for sale with reference
to estimated selling price that can ultimately be achieved based on
prevailing market conditions, the anticipated costs of completion
and costs to be incurred in selling the properties.
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32.

33.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

INVENTORIES

Finished goods SURK
Raw materials R

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

value.

CREDITORS AND ACCRUALS

Included in creditors and accruals are trade payables of
approximately HK$2,549,000 (2016: HK$24,879,000).

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

the reporting period:

FEATE
At BRE

0 — 90 days
Over 90 days

32.

33.

41
FE

2017 2016

HK$'000 HK$'000

TER THET

1,472 1,677

1,188 1,183

2,660 2,860

AR A R B R ERE PR EE
518 -

FEAY AR IR I FE =T R

7

ENEREREFRBEREENESEERY
2,549,000/ 7T ( =& — 7N 4F : 24,879,000/
TL) e

ENEZRENRESHRZRESITOT :

2017 2016
HK$ 000 HK$'000
FTEx TAT
2,539 965

10 23,914

2,549 24,879

B LEEH
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mEMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE
34. BORROWINGS 34. 685
2017 2016
HK$000 HK$'000
F#ExT FAT
Secured bank borrowings repayable AR THIEREEERE 2 BT
within a period of (note): HRITEE (M)
Less than one year —FLAT 2,224,105 246,282
More than one year but within two years —F A BB N 105,105 1,287,282
More than two years but within five years ME A EBR B R F 2,358,867 1,258,928
More than five years HBE A F 1,245,495 1,247681
5,933,572 4,040,173
Secured bank borrowing that contains repayment  [ff # iz ZREBER 2 G EE
on demand clause (shown as current liabilities) RITEE (GHERBIARE)
but repayable within a period of (note): MEZBR T BRI EE (MRE) -
Less than one year —FATN - 13,159
More than one year but within two years —FU LA BEME - 13,159
More than two years but within five years REE YK ERS R el S 665,781 39,475
More than five years HBEAF - 592,136
665,781 657,929
Total secured bank borrowings BEBRTEEES 6,599,353 4,698,102
Other secured borrowings repayable within one year ZHR —F NEEZ £ G EEEE 9,873,660 9,893,292
16,473,013 14,591,394
Less: Amounts due within one year B — FAEIHZ 3E (12,763,546) (10,797,503)
Amounts due after one year —F 1 B Ef 2 578 3,709,467 3,793,891

Note: The amounts due are based on scheduled repayment dates as

set out in the loan agreement(s).

The bank borrowings denominated in HK$ are variable-rate

borrowings which carry interest ranging from HIBOR

plus 0.70% to

1.00% (2016: HIBOR plus 0.70% to 2.00%) per annum.

220 CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REP

ORT 2017

=
mt
il %Y

ERAE

ZHMz e BIRERBHETHIN2HE

AT EZRITEEAZBEE TR/ =
EHEBRITEEFBIM070EE1.00E (=
— N BABRITREENREN0.70EE2.00F)

-
=g
ar=°



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

34. BORROWINGS (contd)

35.

The borrowings denominated in GBP from banks and a financial
institution are variable-rate borrowings which carry interest ranging
from LIBOR plus 1.08% to 1.62% (2016: LIBOR plus 1.50% to
1.62%) per annum.

Other borrowings are variable-rate borrowings which carry interest
at HIBOR plus 1.95% or costs of funds of individual financial
institutions plus 0.25% to 0.75% (2016: HIBOR plus 1.95% or
costs of funds of individual financial institutions plus 0.35% to

0.75%) per annum.

The Group's borrowings that are denominated in currencies other

than HK$ are set out below:

34. B8 )

NRBHEZRITRSBEREERZEE
B FRHERZEEHETRAEREMOSESR
162 (ZE—R"F mBARITREHFEM
150EE1.62E)t5E -

HitEERZLMEE FRAXRRBEBRITAZE
2 0N1.95E 3 (8 5l & Bl & £ A AR HN0.25
EZ075E(ZE—RF BERITAZERS
M1.9s B ERE MKEE K AMOISER
0.75/E )&t & -

AEBABTUINERHEZEEH W T -

2017 2016
HK$'000 HK$'000
FET FET
uss$ ETT 345,036 7,833,888
GBP B 4,837,979 3,317,102
SGD TN T - 211,964
EUR BT - 156,407
5,183,015 11,519,361

PROVISIONS 35. &
2017 2016
HK$'000 HK$'000
FET FHETT

Provision for rental guarantee: THEBEREE -
At 1st January n—H—H - 1,249
Underprovision in prior years MEFERETR - 160
Reduction during the year RAREEAHR - (1,409)
At 31st December R+=—BA=+—H - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

35.

36.

mEMBRRME

PROVISIONS (contd) 35. #fE
Pursuant to the terms and conditions contained in the sale and RIBELEZEYE 2 EE S LPTE2ER R IG
purchase agreements for sales of the Properties, the Group was  RAEEERR I TRMFE (KAEEHE
only required to deliver vacant possession of the Properties to the BAREZNEA)MDEERRHZEDE
Properties Purchasers two years (or, at the right of the Group, for ZEBEEAR(IZEEREREE]) K&
a further period of not more than six months) after completion EEERVEEFNTZEEARTEHEAME
("Deferred Vacant Possession Period”). The Group should guarantee WA (TREGABESBAL) (AZ AR
the Properties Purchasers the monthly rental income (“Guaranteed IRNAR) REBEZZT—RF+A=1+—
Monthly Rental Income"), which was payable monthly in arrears, BIEFERN Z2EFEAERAEER-
during the Deferred Vacant Possession Period. The Deferred
Vacant Possession Period had expired during the year ended 31st
December, 2016.
Provision for rental guarantee represented the best estimate by the HekErBEHEEASEEEEN=EERE
management of the Group on the shortfall between the expected Mizist & AR E KA P 2 H e WA 81R
monthly rental income receivable from tenants and the Guaranteed FEARSWAZ ZEEDL 2 &EME-
Monthly Rental Income during the Deferred Vacant Possession
Period.
SHARE CAPITAL 36. A
Movements in the share capital of the Company during the year MAFEEANARNE 2 RAEBH T -
were as follows:
Number of shares Share capital
BRHEE B
2017 2016 2017 2016
HK$'000 HK$'000
T FiET
Ordinary shares of HK$0.10 each BREEI0E L LR
Authorised: EERA
At 1st January and 31st December R—A—-Bk+=ZA=+—H 5,000,000,000 5,000,000,000 500,000 500,000
Issued and fully paid: BEITRERRA
At Tst January and 31st December R—A—-BRTZA=+—H 1,907,619,079  1,907,619,079 190,762 190,762
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38.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

LOAN FROM A DIRECTOR

During the year ended 31st December, 2017, the Group entered
into facility agreements with a Director. At the request of the
Group, the Director agreed to make available to the Group
revolving loan facilities of up to GBP105,000,000 (equivalent to
HK$1,053,570,000) and HK$800,000,000 with their respective
termination date falling within the year ended 31st December, 2017
of which the facilities were fully drawn. The loans were unsecured
and interest-free. The loans had been fully repaid during the year
ended 31st December, 2017.

During the year ended 31st December, 2017, the Group further
entered into another facility agreement with the Director. At the
request of the Group, the Director has agreed to make available
to the Group a revolving loan facility of up to HK$2,000,000,000
with termination date falling beyond one year from the end of the
reporting period of which an amount of HK$1,835,500,000 was
drawn. The loan was unsecured and interest-free. The loan would
be repayable after one year from the end of the reporting period
and the amount was therefore shown as non-current. Subsequent

to the end of the reporting period, the loan was fully repaid.

AMOUNTS DUE TO ASSOCIATES AND
NON-CONTROLLING SHAREHOLDERS

The amounts due to associates and non-controlling shareholders
are unsecured and interest-free. The associates and non-controlling
shareholders will not demand for repayment within one year from
the end of the reporting period and the amounts are therefore

shown as non-current.

37.

38.

EEEX

RBE_ZT—ttF+A=+—H8BLHF
E-AEEE-—UEFITUREBHR-EAR
SEERK ZEFRAERTAEE LR A
105,000,000 & (48 & 71,053,570,000/%
Jt) %800,000,000/8 L 2 fE IR BN EE - 5% 55
ENEEREIRR - EXB 2R IERBAEE
—E—+tFF+ A=+ BLEFERN-ZEE
FOEERRES -RBE_T—+tF+=A
=+—HIEFE ZZEXRETHEER-

2

REE-_Z—+tF+_A=+—BLEE"
AEERZEFHIUS —HREH# 1%
AEFBZER ZEFRAERTAEELRA
2,000,000,0008 T 2 BIREHRE EF IR
& %/41,835,500,0005 7T * £ |- HE AR
HHRBE—FR - ZERDEERRE L
BRERREHRE—FRER  WZKIEY
TEIERBIEE - R EEARE  ZERBEBH

& -

REBE QT RFZERRRAK

FHRE - FARABREE  WZERATIEFE
MENIEE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES

(a)

Disposal of the Pinecrest Group to a connected person
on 10th February, 2017

On 5th December, 2016, (i) New Silver Limited (“New
Silver"), an indirect wholly-owned subsidiary of the Company;
(i) the Company, being the guarantor of New Silver; (iii)
Strong Point Ventures Limited (“Strong Point Ventures”), a
company wholly and beneficially owned by Mr. Lau, Ming-
wai (“Mr. MW Lau"), being a non-executive Director; and (iv)
Mr. MW Lau, being the guarantor of Strong Point Ventures,
entered into a sale and purchase agreement, pursuant to
which New Silver agreed to sell and Strong Point Ventures

agreed to acquire the entire issued share capital of Pinecrest.

The Pinecrest Disposal was completed on 10th February,
2017 at a consideration of approximately HK$352,221,000.
Upon completion, the Pinecrest 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.

Details of the Pinecrest Disposal were set out in the
announcements of the Company dated 5th December, 2016,
13th January, 2017 and 10th February, 2017 and the circular
of the Company dated 28th December, 2016.
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39. HEK B2 F

(a)

A-ZE—t %= A+ HHEPinecrestss
EFEEAL

MZZE—"F+=ZAFAH () New Silver
Limited ([New Silver ]) (&R Z —
MHEE2EHEEWNB AR (AR
&) fEANew Silver#E{R A : (i) Strong
Point Ventures Limited ([Strong Point
Ventures | ) (—FIEEBMITEFZIBIE
EE(NRAREXRE)2ERE=ESR
ZRA]D)  R(V)BISE S A& - 1EAStrong
Point Ventures#E R A 517 —IHB &1
# ¥t - New Silver[A] & H & K Strong
Point Ventures[a & #8 & Pinecrestz 2 &0

EEITRA

Pinecrestt EN —ZE—+tF A +H=
B RA{B 49 5352,221,00008 T ° A FE L
1% ' Pinecrest e E T HAARRT ZH B A
A HEgGAREE BAERBERTHFA
AEBZRAXE EERBER-
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39. DISPOSALS OF SUBSIDIARIES (contd)

(a)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

Disposal of the Pinecrest Group to a connected person (a)

on 10th February, 2017 (Cont'd)

39. HEMHEB 27 @

BETFEEAL (B

A-ZE—t 5= A+ Bt EPinecrests

2017
HK$°000
FET
The consolidated net assets of the Pinecrests B A H & A 812
Pinecrest Group as at the date of GEEEFEET
disposal were as follows:
Investment properties (Note 19) wEYE (FE19) 347,162
Equipment (Note 20) 8 (F3E20) 22
Debtors, deposits, other receivables JEURERTE e B EURBRTE &
and prepayment AT RIE 681
Bank balances and cash RITHEHR LR 2 5,805
Amount due from the Group REEXREFHIE 289,856
Creditors and accruals FERTERIA R ERT IR (613)
Deposits and receipts in advance e RIBWHIE (13,392)
Tax liabilities MIBEE (281)
Deferred tax liabilities (Note 29) RIERIE B & (MiFE29) (104,419)
Consolidated net assets disposed of HEGEEEFE 524,821
Release of translation reserve upon disposal R E R R 2 E 409
Assumption of amount due from the Group EEREE KB FHIE (289,856)
Gain on disposal of subsidiaries HEMB AR 2 W 114,368
349,742
Satisfied by: ATRAI AR XA
Cash consideration ReRE 352,221
Expenses incurred for disposal HEMEE ZRX (2,479)
349,742
Net cash inflow arising from disposal: HEREEZRERAFRE:
Cash consideration RERE 352,221
Settled by special interim dividend (note) (Note 42)  PARFRI R HARR B 3+ (KI&E) (FI7¥E42) (240,786)
Net cash consideration received BUWIReREFRE 111,435
Expenses incurred for disposal HEMEEZRX (2.479)
Bank balances and cash disposed of BEHEZRITEHB LIRS (5.805)
103,151

Pinecrestti & 2 s O 5T AR & 2 E s K
Z H Ao e K B 1R R (M RE12(3) ) A e

The gain on the Pinecrest Disposal was included in other
gains and losses, net (Note 12(i)) in the consolidated

statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd)

(a)

(b)

Disposal of the Pinecrest Group to a connected person
on 10th February, 2017 (Cont'd)

Note: Strong Point Ventures has elected to settle the
consideration by procuring the entitlement of each of
Global King (PTC) Ltd. (“Global King”) and Joseph Lau
Luen Hung Investments Limited (“JLLHIL"), both were
shareholders of the Company, on the special interim
dividend (Note 17(c)) in an amount of approximately
HK$240,786,000.

Disposal of the Win Kings Group to a connected

person on 10th February, 2017

On 5th December, 2016, (i) Paul Y. Holdings Company
Limited (“Paul Y."), a direct wholly-owned subsidiary of the
Company; (ii) the Company, being the guarantor of Paul
Y.; (iii) Creative Dragon Ventures Limited (“Creative Dragon
Ventures”), a company wholly and beneficially owned by
Ms. Chan, Hoi-wan (“Ms. HW Chan"), being an associate
of three Directors (Ms. Chan, Sze-wan, Ms. Chan, Lok-wan
and Mr. MW Lau) and an associate of Mr. Joseph Lau, Luen-
hung (“Mr. Joseph Lau”), the then substantial shareholder
and controlling shareholder of the Company, at the time of
entering into the agreement; and (iv) Ms. HW Chan, being
the guarantor of Creative Dragon Ventures, entered into a sale
and purchase agreement, pursuant to which Paul Y. agreed
to sell and Creative Dragon Ventures agreed to acquire the

entire issued share capital of Win Kings.

The Win Kings Disposal was completed on 10th February,
2017 at a consideration of approximately HK$889,554,000.
Upon completion, the Win Kings 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.

Details of the Win Kings Disposal were set out in the
announcements of the Company dated 5th December, 2016,
13th January, 2017 and 10th February, 2017 and the circular
of the Company dated 28th December, 2016.
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39. HEMHEB 27 @
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(b)

A-ZE—t 5= A+ Bt EPinecrests
EFREEAL (B)

MiaE : Strong Point Venturesi# %242 & Global
King (PTC) Ltd. ([Global King ) &
Joseph Lau Luen Hung Investments
Limited ([JLLHIL D) (EFHABAR
A2 R ) DA B 2 R Rl R B B
170 BIEXNRE &5
#)/%240,786,00078 7T ©

R=Z—tHF=F+ B HEWin Kings&
EFEEAL
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(RRARlz—HEEZEREWNB A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd)

Disposal of the Win Kings Group to a connected

person on 10th February, 2017 (Cont'd)

The consolidated net assets of the Win Kings Group
as at the date of disposal were as follows:

Stock of properties

Deposits and prepayments

Bank balance

Creditors and accruals

Amount due to the Group

Consolidated net assets disposed of
Sale of amount due to the Group
Gain on disposal of subsidiaries

Satisfied by:
Cash consideration
Expenses incurred for disposal

Net cash inflow arising from disposal:
Cash consideration
Settled by special interim dividend (note) (Note 42)

Net cash consideration received
Expenses incurred for disposal
Bank balance disposed of

The gain on the Win Kings Disposal was included in other

gains and losses, net (Note 12(ii)) in the consolidated

statement of comprehensive income.

Note: Creative Dragon Ventures has elected to settle the

39. HEMHEB 27 @

(b)

R=-ZE—+tF = A+ HHEWin Kings&
EFEEAL (B)

2017
HK$'000
FTERT

Win Kings& B4 & B 82

SEEEFENT

MEFE

me RIANFUR
RITHEER

A5 BR R I e Rt R
REAREEFR

ARSI 5 RS A
RBERE
HEMEEZRAX

859,061
1,048
1,291

(2.434)

(624,967)

233,999
624,967
28,958

887,924

889,554
(1,630)

887,924

HEREEZRSRAFE

RERE

PARF R B B S (BERE) (PiEE42)

BYRESREFR
HEMEL 22X
BEHE ZRITHER

consideration by procuring the entitlement of each
of Global King and JLLHIL on the special interim
dividend (Note 17(c)) in an amount of approximately

HK$615,342,000.

889,554
(615,342)

274,212
(1.630)
(1.291)

271,291

Win Kingsti & 2 Wzt 5t AfR G 2 i
Rz EM s REEER (ME126))Ae

Creative Dragon Venturesi# 212 {# Global
King RJLLHILLA & B 2 55 5l 1 BR iR S 8
MOHEE17(0)) BIEXNRE 8O
£615,342,000/% 7T

TE-LHEFHR  EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd)

(9

Disposal of Great Captain to a connected person on
23rd June, 2017

On 15th March, 2017, (i) China Entertainment and Land
Investment Company, Limited (“CELIC"), a direct wholly-
owned subsidiary of the Company; (ii) the Company, being
the guarantor of CELIC; (iii) Perfect Sign Investments Limited
("Perfect Sign"), a company wholly and beneficially owned by
Ms. HW Chan, being an executive Director and a substantial
shareholder of the Company (as trustee for her two minor
children); and (iv) Ms. HW Chan, being the guarantor of
Perfect Sign, entered into a sale and purchase agreement,
pursuant to which CELIC agreed to sell and Perfect Sign
agreed to acquire the entire issued share capital of Great
Captain Limited (“Great Captain”), an indirect wholly-owned

subsidiary of the Company (“Great Captain Disposal”).

The Great Captain Disposal was completed on 23rd June,
2017 at a consideration of approximately HK$5,567,687,000.
Upon completion, Great Captain ceased to be a subsidiary
of the Company and its results, assets and liabilities were

ceased to be consolidated with those of the Group.

Details of the Great Captain Disposal were set out in the
announcements of the Company dated 15th March, 2017,
4th May, 2017 and 23rd June, 2017 and the circular of the
Company dated 13th April, 2017.

228 CHINESE ESTATES HOLDINGS LIMITED ~ ANNUAL REPORT 2017

mEMBRRME

39. HEMHEB 27 @

(9

R=F—tHF XA =+=HHHEGreat
CaptainFHEA L

RZE—+F=A+HB ()PERYE
BEXEERAA([PREZX]) (KA
Z—HEEZEREMBERT) : (HX
DR ERFIRBEERA (i) Perfect
Sign Investments Limited ([Perfect
Signl) (—MERIBEBLLT (RMITE
FEEAARBRIZEERE (EREN
MARKEFRZEFLIAN))ZERER
HBHz2RR)  R(VERIBLZ LT R
Perfect Sign#EMR A - A1 —THE B 3% °
Bk PIREB R E S MPerfect Sign
[F) % #8 & Great Captain Limited ([ Great
Captainl) (RARARz —HHEZEZEHE
BMERTF) 2 2E 2 BITIRA ([Creat
Captainth& 1) °

Great CaptainHER =T —tF <A
“+=B%K REHX K5567,687000
VST ° A FEA 1% © Great Captain N B A4
RRIZ—HMBAR EEE - BEERE
EETHEAAREEZGEEE BE
REEAN-

Great Captainti & 2 FHBEEHIINARQ
RBfA-_ZT—+tF=A+HAB =
E—+tFRANABRER=ZZT—+F XA
ZTZHBZARURZZTE—+LFMA
T=ZAZBHA -



39. DISPOSALS OF SUBSIDIARIES (contd)

(9

(d)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Disposal of Great Captain to a connected person on

23rd June, 2017 (Cont'd)

The net assets of Great Captain as at the date of

disposal were as follows:

Financial asset measured at fair value through
other comprehensive income

Other receivable

Borrowing (Note 42)

Amount due to the Group

Net assets disposed of
Sale of amount due to the Group

Satisfied by:
Cash consideration

Net cash inflow arising from disposal:
Cash consideration

Settled by special interim dividend (note) (Note 42)

Net cash consideration received
Expenses incurred for disposal

REMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

(9

39. HEMHEB 27 @

R=Z—t&FxA=+=AHEEGreat
Captain FEAE A £ (&)

2017
HK$'000
FHEx
Great Captaini® i & HE 2
BEEFEET
BRAEMEEBEURBRAFEFE Y
TREE 6,685,708
b pE AR 18 146,696
BE (Msra2) (1,264,717)
REAREEFRIE (5.501,013)
HEEEFEAE 66,674
HEXRBAREEBKIE 5,501,013
5,567,687
ATRE AR AT -
RBeRE 5,567,687
HERELEZRESRAFE:
RERE 5,567,687
LARFRI AR BRI B 32 1 (PR EE) (B aE42) (4,163,339)
BEWRESREFE 1,404,348
HEMEEZHAX (1.687)
1,402,661

Note: Perfect Sign has elected to settle the consideration by
procuring the entitlement of each of Solar Bright Ltd,
JLLHIL and Century Frontier Limited, all are shareholders
of the Company, on the special interim dividend (Note
17(d)) in an amount of approximately HK$4,163,339,000.

Union Wings Disposal on 24th July, 2017

(d)

On 24th July, 2017, the Group disposed of its entire issued
share capital and amount due to the Group in Union Wings to

an independent third party.

The Union Wings Disposal was completed on 24th July, 2017
at a consideration of HK$800,000. Upon completion, Union

Wings ceased to be a subsidiary of the

Company and its

results, assets and liabilities were ceased to be consolidated

with those of the Group.

i3t : Perfect Signi& 2 {2 {Solar Bright

Ltd.  JLLHILX Century Frontier
Limited (1 &9 R A2 A 2K E)
AE B 2Rl B AR SRR (F 5
17(d)) BEZRRE @BHOR
4,163,339,000/% JT ©

R-E—tHFLtA-tTNAZREHE
N-E

Z—t+FLA-THA AEEM
BUYF=NHEENER 22 HT
PR R R B ARG B IR -

REHER-_T—+HFLtA=-+MAERE
B - X {8 800,000/ T - IR e 1 » i&
ETrBAARRIz —EMWBAR HZE
BEERABEBTBITAREEZLR
ARE -BERAGBAN-

TE-LHEFHR  EABXEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

mEMBRRME

39. DISPOSALS OF SUBSIDIARIES (contd) 39. tHEKH B LR
(d) Union Wings Disposal on 24th July, 2017 (Cont'd) d R-SZ—tFLtA-THNHAZERLHE
()
2017
HK$'000
FET
The net liability of Union Wings as at BERPNHEAHZ
the date of disposal was as follows: BEFENT
Equipment (Note 20) 4 (FisE20) -
Amount due to the Group RBAREEKIE (721)
Net liability disposed of HEaEFEE (721)
Sale of amount due to the Group HEXRBREBFRIE 721
Gain on disposal of a subsidiary & — R B A Rl 2 e 800
800
Satisfied by: ATE A A
Cash consideration RERE 800
Net cash inflow arising from disposal: HEREEZRESRAFRE:
Cash consideration received EWEHEERE 800
The gain on the Union Wings Disposal was included in other REHE 2 WERE T AGE 2 E WG ]
gains and losses, net (Note 12(iii)) in the consolidated 2 Bt KBRS ER (FIRE12(Gi) ) A e
statement of comprehensive income.
(e) Pioneer Time Disposal on 15th January, 2016 (e) M=F—RHF— A+ 75 HZPioneer

On 12th November, 2015, Great System Investment Limited
("Great System”), an indirect wholly-owned subsidiary of the
Company, and Shengyu 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.

The Pioneer Time Disposal was completed on 15th
January, 2016 at a consideration of approximately
HK$12,448,280,000 (after adjustment). Upon completion,
Pioneer Time ceased to be a subsidiary of the Company
and its results, assets and liabilities were ceased to be
consolidated with those of the Group.

Details of the Pioneer Time Disposal were set out in the
announcements of the Company dated 12th November,
2015 and 15th January, 2016 and the circular of the
Company dated 3rd December, 2015.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd) 39. HEME 28 o
(e) Pioneer Time Disposal on 15th January, 2016 (Cont'd) (e) MZ=ZF—X<%¥—H-+XHHZPioneer
Timei & (4&)
2016
HK$'000
FHET
The net assets of Pioneer Time as at Pioneer TimeA & B #i 2
the date of disposal were as follows: BEEFEEAT
Investment properties "EME 8,657,600
Property, plant and equipment L ER NG 505,585
Debtors, deposits, other receivables and FEUWERIE - 12 & HitbBUKBRIA KX
prepayments Ta T FIE 5,006
Bank balances and cash WITHHBRIR® 554
Creditors and accruals FE AT AR T8 ] FERT 3RIE (1,268)
Deposits and receipts in advance & R IEWRIE (54,249)
Tax liabilities MIEAE (1,763)
Deferred tax liabilities EERRIBAE (17,651)
Amount due to the Group REAREEFKIE (1,053,961)
Net assets disposed of HEEEFE 8,039,853
Sale of amount due to the Group HEXBAREBRIE 1,053,961
Gain on disposal of a subsidiary HE—HEWHBRR ZWZE 1,276,903
10,370,717
Satisfied by: ATEI AR
Cash consideration received BWRERE 5,000,000
Present value of deferred consideration (note) FEEREZBE (M) 5,372,854
10,372,854
Expenses incurred for disposal HEMEEZRAX (2,137)
10,370,717
Net cash inflow arising from disposal: HERBEEZRSMAGE:
Cash consideration HeRE 12,448,280
Cash consideration receivable (note) FEWR @ RE (FTE) (7,448,280)
Deposit received in prior year BEFEDRERRS (1,250,000)
Cash consideration received BUWRERE 3,750,000
Expenses incurred for disposal HEMEEZRAX (2,137)
Bank balances and cash disposed of BHEZRITEHREES (554)
3,747,309
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZE =T —+tF T+ A=+ —HILFE

39. DISPOSALS OF SUBSIDIARIES (contd) 39. HEM B2 R o
(e) Pioneer Time Disposal on 15th January, 2016 (Cont'd) (e) MZ=ZF—X<%¥—H-+XHHZPioneer
Timei & (4&)
The gain on the Pioneer Time Disposal was included in Pioneer Timet & 2 W m B st Afra 2 H
other gains and losses, net (Note 12(iv)) in the consolidated U g 7% 2 Bt W s K B 48 5 RE (P =%
statement of comprehensive income. 12(v) ) A °
Note: The deferred consideration represented the consideration st : IR By REPIoneer TimetH &
of approximately HK$7,448,280,000 receivable in cash in FEAK B BN ) 7S HALATR & WUER
6 instalments within 6 years from the date of completion 2 FEU KB #)7,448,280,0007%8 IT ©
of the Pioneer Time Disposal. During the year ended 31st REE-ZT—+tF+-A=+—H
December, 2017, the Group received all the remaining IHFE AREES BRI HRELY
balance of approximately HK$1,748,280,000 (2016: 1,748,280,000/8 7t ( —ZZE— /K4 :
HK$5,700,000,000). 5,700,000,000/ 7T.)
(f) Evergo Shanghai Disposal on 22nd June, 2016 f) R-B-XEXA-+-HAZEESL
BHE
On 19th May, 2016, Digi-Star Limited, an indirect wholly- RZE—ANFRAA+NLE HELEER

]
el

A(ARRz—MREzERBHE

owned subsidiary of the Company, entered into an equity

transfer agreement with an independent third party to AR EBIE = FEI B EEE
dispose of the entire issued share capital of Evergo Shanghai. mE HEEES B2 2HBEBEITR
& o

The Evergo Shanghai Disposal was completed on 22nd EESLBLAER T - XFERX
June, 2016 at a consideration equivalent to approximately RAZ+ZBZ REBEERD
HK$1,355,843,000. Upon completion, Evergo Shanghai 1,355,843,0007%7E°EA?_EEJZ?§'ﬁ%%
ceased to be a subsidiary of the Company and its results, EETBRAARz —BHWEBAR K
assets and liabilities were ceased to be consolidated with ¥5 BERABGBEITHFALREERZ
those of the Group. HAEXEBE BERBERN-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (cContd) 39. HEMHEB 27 @

() Evergo Shanghai Disposal on 22nd June, 2016 (Cont'd) ) RZZB-—RFEAA=ZT+=-HZEESLEL

BHE (B)

2016
HK$'000
FET
The net assets of Evergo Shanghai as at FERLOBREERRZ
the date of disposal were as follows: BEFEMAT
Investment properties (Note 19) wEWE (MF19) 1,037,057
Equipment (Note 20) = (MFEE20) 195
Debtors, deposits, other receivables FEUERIE - 12 &  Hi EULERIA KX
and prepayments FER RIB 1,527

Tax recoverable aJ Y B8 3R 185
Bank balances and cash WITEHR RS 49,168
Creditors and accruals FEAT BRI R FE ST RIB (9,289)
Deposits and receipts in advance Ze RIEWHIE (17,328)
Deferred tax liabilities (Note 29) RIEFRIR A & (M3E29) (438,081)
Net assets disposed of HEEEFE 623,434
Release of translation reserve upon disposal B R 2 B R 9,053
Gain on disposal of a subsidiary s — T B A R 2 W 721,294

1,353,781
Satisfied by: PR IESZE
Cash consideration HeRE 1,355,843
Expenses incurred for disposal HEMEEZRX (2,062)

1,353,781
Net cash inflow arising from disposal: HEREELEZRESRAFE:
Cash consideration BeRE 1,355,843
Expenses incurred for disposal HEMEEZRAX (2,062)
Bank balances and cash disposed of BHEZRITEHREES (49,168)

1,304,613
The gain on the Evergo Shanghai Disposal was included in FExmBHEZHREFALKEEE
other gains and losses, net (Note 12(v)) in the consolidated I gk 2 Bt s & B 18 5 88 (T =
statement of comprehensive income. 12(v) ) A e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd)

(8)

Disposal of the Windsor Group to connected persons
on 1st September, 2016

On 23rd December, 2015, (i) CELIC; (ii) the Company, being
the guarantor of CELIC; (iii) Magic Square Limited (“Magic
Square”), a company wholly-owned by Mr. Joseph Lau, the
then substantial shareholder and controlling shareholder of
the Company, at the time of entering into the agreement;
and (iv) Mr. Joseph Lau, being the guarantor of Magic Square,
entered into a sale and purchase agreement, pursuant to
which CELIC agreed to sell and Magic Square agreed to

acquire the entire issued share capital of Keep Speed.

On the same date, (i) Good Top Limited (“Good Top"), an
indirect wholly-owned subsidiary of the Company; (ii) the
Company, being the guarantor of Good Top; (iii) Best Range
Limited (“Best Range"), a company wholly-owned by Mr.
Joseph Lau; and (iv) Mr. Joseph Lau, being the guarantor
of Best Range, entered into a sale and purchase agreement
("Windsor SP Agreement”), pursuant to which Good Top
agreed to sell and Best Range agreed to acquire the entire

issued share capital of Jumbo Grace.

The Windsor Disposal was completed on 1st September,
2016 at a total consideration of approximately
HK$6,187,432,000. Upon completion, the Windsor
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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(8)

RZZFE—XRFENA— B HEWindsork
EFEEAL

W-Z—RAE+_-_A=-+=8 >0+
REHE: (DAQR ERPREEER
A ¢ (i) Magic Square Limited ([Magic
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VHBERARARRERIEIERIER
ZRARR ) 2 BB 2 A7) R(iv) S8
1 58 A&+ B B Magic Square¥E{R A+ 513
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2B EATARA o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #R&

For the year ended 31st December, 2017 HE_Z

39. DISPOSALS OF SUBSIDIARIES (contd)

(8)

Disposal of the Windsor Group to connected persons
on 1st September, 2016 (Cont'd)

Upon completion of the Windsor Disposal, the Group
recorded gain on disposals of subsidiaries of approximately
HK$312,930,000. The gain was mainly derived from
(i) the decrease in fair value of the investment properties
of approximately HK$343,763,000 due to revaluation of
the investment properties as at 30th June, 2016 (which
was 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 Windsor SP Agreement (of which gain
of HK$72,000,000 was recognised in 2015 and loss of
approximately HK$415,763,000 was recognised in 2016);
(if) additions of investment properties during the year ended
31st December, 2016 of approximately HK$26,797,000;
and (iii) increase in fair value of the club debenture of
HK$2,200,000 due to the revaluation of the financial assets
measured at FVTPL as at 30th June, 2016 (which was carried
out in accordance with the Group's accounting policies on
revaluation of the Group's financial assets measured at FVTPL
as at reporting date) as compared with the valuation under

the Windsor SP Agreement.

Details of the Windsor Disposal were set out in the
announcements of the Company dated 23rd December,
2015, 2nd February, 2016, 1st September, 2016 and 5th
October, 2016 and the circular of the Company dated 15th
January, 2016.

Bt % R AR B
—EFt- A+ ALFE

39. HEMHEB 27 @

(8)

RZZFE—XRFENA— B HEWindsork
EFEEAL (B)

REZXNEEETKE AEBEKSD
E @ A 8 2 W 49 A312,930,00078
TLoZWBEETERBORZZE—REFEA
A=THREEWEETEMN (KRRX
SENGHIREREB 2 IREMER
BEARETER) BREEAEEEWH
FAZYELE REVWEAFERD
#1/5343,763,0007 7T ( E 172,000,000
BLZWER T —RAFHER ML
415,763,000 T 2 BER ZZT —RF
R)(WRBE-_Z—A"F+=A
=T —BLFERAREMEZABNR
26,797,000/ 7T : K (i) = —RF X
A=tAp@BEa AR AFENE
Zé@ﬁ?ﬁﬁ%%(ﬁ%$§§m@
FTREEAEE 2 EBER AR
Eﬁ?ZiﬂﬁE%ﬁ%E%ﬁﬁé
) REZAEEERHRAZMHE &
FEEH N TEE N A2,200,000% 7T ©

%EKE&%Z%FE%W%$“E

HAE-ZT—hHAF+-_A=+=H"
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd)

()

Disposal of the Windsor Group to connected persons (g)

on 1st September, 2016 (Cont'd)

The consolidated net assets of the Windsor Group
as at the date of disposal were as follows:

Investment properties (Note 19)

Equipment (Note 20)

Financial asset measured at fair value
through profit or loss

Debtors, deposits, other receivables
and prepayments

Pledged deposits

Bank balances and cash

Amount due from the Group

Creditors and accruals

Deposits and receipts in advance

Tax liabilities

Borrowing

Deferred tax liabilities (Note 29)

Amount due to the Group

Consolidated net assets disposed of

Sale of amount due to the Group
Assumption of amount due from the Group
Gain on disposals of subsidiaries

Satisfied by:
Cash consideration
Expenses incurred for disposal

Net cash inflow arising from disposal:
Cash consideration
Settled by special interim dividend (note)

Net cash consideration received
Expenses incurred for disposal
Bank balances and cash disposed of

39. HEMHEB 27 @

BETFEEAL (B

Windsorfe EA & R Ef 2
RABEFENT

wEWME (ME19)

A& (M5E20)

BREFUARBAFEFEYZ
CEAE

EUERIE RS Hi U ARIB I
FEf5RIA

BT

IRITHEB LIRS

REBRAFKIEA

JFE S BRIB I FERT R IA

e RIBWFRIA

MIEEE

BE

EEFRIE A & (MFE29)

REaREBKIEA

HEHFaEEFE

HERAAREE TR
APEAREEREFKIA
HEME AR 2 W

AT 575 32 A
RERE
HEREEZHX

HEREEZRSRAIFE
RERE
A% Bl o H A B S 5 (B RE)

BYRSREFR
HEREE 2
BHEZRITEBRRS
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2016
HK$'000
TET

10,483,034
1,084

15,000

71,107

181,902

14,412

4,624,834
(22,456)
(228,163)
(30,265)
(4,585,000)
(27,989)
(2,550,592)

7,946,908
2,550,592
(4,624,834)

312,930

6,185,596

6,187,432
(1,836)

6,185,596

6,187,432

(4,320,773)

1,866,659
(1,836)
(14,412)

1,850,411



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

39. DISPOSALS OF SUBSIDIARIES (contd)

(g) Disposal of the Windsor Group to connected persons
on 1st September, 2016 (Cont'd)

The gain on the Windsor Disposal was included in other gains
and losses, net (Note 12(vi)) in the consolidated statement

of comprehensive income.

Note: Best Range has elected to settle the consideration by
procuring the entitlement of each of Global King and
JLLHIL on the special interim dividend (Note 17(g)) in an
amount of approximately HK$4,320,773,000.

40. ACQUISITION OF ASSETS THROUGH

ACQUISITION OF A SUBSIDIARY

On 5th May, 2017 (London time), the Group acquired a property
located in the United Kingdom and its related assets and
liabilities by way of acquisition of the entire issued share capital
of Knightlights Property International S.A. ("KPI") (“Acquisition”).
The Acquisition was completed on 5th May, 2017 (London
time) at a cash consideration of approximately GBP96,830,000
(equivalent to approximately HK$965,984,000) and repayment of
loan due to former shareholder on behalf of KPI of approximately
GBP77,049,000 (equivalent to approximately HK$773,106,000).
KPI holds a mixed use freehold building located in 11 and 12
St James's Square and 14 to 17 Ormond Yard, London, the
United Kingdom. Details of the Acquisition were set out in the

announcement of the Company dated 7th May, 2017.

Under HKFRSs, the Acquisition was accounted for as an acquisition
of assets and liabilities as KPI being acquired by the Group does
not constitute an acquisition of business. The Group identified and
recognised the individual identifiable assets acquired and liabilities
assumed. The cost of the Acquisition was allocated to the individual
identifiable assets and liabilities on the basis of their relative fair
values as at the date of acquisition. Such a transaction does not give

rise to goodwill.

39. HEMHEB 27 @

(g R=F—AXENA—HEEWindsorE
EFEEAL(B)

EEREHEZRREFAEEEE
Was sk < Bt R B 1058 (M s
12(vi) ) A e

Fist: Best Rangei® #%({ ¥ Global Kingl
JLLHILLA & B 2 5 Bl BRI B T
(MsE17(Q) ) BIEX I RE €58
%9 /54,320,773,00078 7T ©

40. ZRNBE—HNBARIWEER

-3

R-E—+tFRARA (RBEEHRH) A%
& i35 18 U i Knightlights  Property International
SA ([KPI])Z 2 EBE 1T AN M B — I8 1
REBzMEREBEEEEREBE (WES
B - WBEEBER-_ZE—tFRARA (A
) FERK - 31 & R (B 49 /896,830,000 %
(18 & M 49965,984,0007% 7 ) & X K KPIfE 2
RE R R B4 A77,049,0008 8 (FHE R
#1773,106,0007% 7T ) © KPIFE A — & i 7 34 B
fR St James's Square 115 125% A & Ormond
Yard 14ZE 1758 2 476 B K A EEE T - IE
FEZHBEHINARAAR AT —+
FRALAZAMA-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

40. ACQUISITION OF ASSETS THROUGH 40. EBWE —EHWEB AR WEE

ACQUISITION OF A SUBSIDIARY (contd) -2€)
2017
HK$°000
FEx
The net assets of KP! as at the date of KPIA W EE BEA 2 B EFEMT ¢
acquisition were as follows:
Investment properties (Note 19) wEWE (MF19) 1,779,563
Debtors, deposits, other receivables and prepayments FEUARTE - &« Hih U AR RFE T R IE 22,108
Bank balances RATHE A 65,619
Creditors and accruals FEATBR I8 I FEET FRIB (8,565)
Deposits and receipts in advance Be RBWHIE (86,761)
Tax liabilities HMIREE (273)
Loan due to former shareholder REARRER (773,106)
Deferred tax liabilities (Note 29) BRI TE A & (FIFE29) (16,253)
Net assets acquired Whs & EFE 982,332
Repayment of loan due to former shareholder BEREANKRRER 773,106
1,755,438
Consideration for acquisition: W ER(E
Cash consideration ReKE 965,984
Repayment of loan due to former shareholder BEEXAMNKRRER 773,106
Expenses incurred for acquisition WHEFTE £ 2 X 16,348
1,755,438
Net cash outflow arising from acquisition: WSS EE A 2 B R H 3R -
Cash consideration paid ERNRENRE 965,984
Repayment of loan due to former shareholder BERENKRRER 773,106
Expenses incurred for acquisition W FTE & 2 R 16,348
Bank balances acquired B 2 RIT A8 (65.619)
1,689,819

There was no acquisition of assets through acquisition of a

subsidiary during the year ended 31st December, 2016.

REBEEZZT—A"F+A=+—HLFE I

EEBRE-—HEBARKBEE-
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42.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

MAJOR NON-CASH TRANSACTIONS 41. TEFRERH
Save as disclosed elsewhere in these consolidated financial BRAGEMBREREMBIY R T XAEESE
statements and below, the Group did not have major non-cash I REBEVEFEIIRREIH -
transactions.
During the year ended 31st December, 2016, distributions from REZE_Z—RE+_RA=+—HLFEA"
associates of approximately HK$1,810,252,000 had been settled Bt N A 2 9K 491,810,252,0005% JT LA 4% 38
through the current accounts with the respective associates. BEEBENR ZERERBEEN -
RECONCILIATION OF LIABILITIES ARISING 42. REXBFELEE2HE
FROM FINANCING ACTIVITIES
The table below details changes in the Group's liabilities arising TEREIAEEMEXBAEEZABEY
from financing activities, including both cash and non-cash changes. HE BREAES MR CET - @EEBME
Liabilities arising from financing activities are those for which cash EZEEREEREREGAARRERE
flows were, or future cash flows will be, classified as cash flows from BeRAEE2EEReRERNIEAR
financing activities in the Group's consolidated statement of cash BEBELEZRGREZAG AREESE
flows. Consistent with the transition provisions of the amendments FHERIE 7SR 2 &) [ BB 2 @E B
to HKAS 7 “Disclosure Initiative”, the Group has not disclosed AEBUVEREF—FENLRER -
comparative information for the prior year.
Amounts
due to non-
Loan from  controlling Dividend Interest
Borrowings  adirector shareholders payable payable Total
REFER
(e £ RENE ERRE FEHFS et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fir TETL TETL TaL TRL TEL
At Tst January, 2017 W=ZE—tF-A-H 14,591,394 - 84,761 - 14,426 14,690,581
Financing cash flows RERLHE 2717655 1,840,530 (25000  (4747543)  (232819)  (a47171)
Exchange adjustments 5 428,681 (5,030) - - 1,127 424,778
Disposal of a subsidiary HE-BHEAR
(Note 39(c)) (F#E39(c)) (1,264,717 - - - - (1,264,717)
Dividends declared ERRE - - - 9,767,010 - 9,767,010
Settlements of considerations of disposals of ~ {RE AL AR &I
subsidiaries by procuring the entitlements BRI SR SR
of shareholders of the Company on special XAHENBRRAZKE
interim dividends (Note 39(a), (b) and (c)) (F15E39() ()R (<)) - - - (5019,467) - (5019,467)
Total interest (Note 11) MEesE (fn) - - - - 234,771 234,171
Other changes Hih - - (10,559) - - (10,559)
At 31st December, 2017 RZE-tE+-A=1-H 16,473,013 1,835,500 49,202 - 17505 18,375,220
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43. PLEDGE OF ASSETS

At the end of the reporting period, the carrying amounts of the
assets pledged by the Group to secure general banking and other

43 EEEA

RBERR  AEELSREGAHAEESH A2
—RBTLEMEFRBENRESFR MK

loan facilities and to secure the securities transactions, granted to Wz EBERMESTET
the Group are analysed as follows:
2017 2016
HK$'000 HK$'000
FExT FHET
Investment properties REMHE 14,234,322 10,231,402
Stock of properties MEFE - 858,435
Financial assets measured at fair value BRABEEURMATETEZ
through profit or loss SREE 10,738,743 14,952,866
Financial assets measured at fair value W3R E 2 U A R
through other comprehensive income NEEHFEZSHEE 22,437,896 3,760,400
Non-current pledged deposits FEMENEIRF K 90,541 13,884
Current pledged deposits MENE R 172,972 929,879
47,674,474 30,746,866
As at 31st December, 2017 and 2016, interests in certain RZE—+FR_ZTE—RF+_A=+—8"

subsidiaries of the Company have been pledged as part of the
security to secure certain bank borrowings granted to the Group.

44. CAPITAL COMMITMENTS

ARBNRETHBAR 2 ERCERER/R
el

ERETRITERE 2R EM -

44, B KEE

2017 2016
HK$'000 HK$'000
FE T FET
Authorised and contracted for: BEHERBEEL:

Renovation of properties RIS 2,111 5,656
Capital investment in limited partnership (note) BREBREEZERKE (H:T) 119,224 125,434

Development expenditure of properties BEMFEERAX
in Hong Kong - 15,026
121,335 146,116

Note: The Group had committed to make a capital contribution of
US$100,000,000 (equivalent to approximately HK$781,680,000)
in the Cayman lIslands Partnership. Up to the end of the
reporting period, approximately US$84,748,000 (equivalent
to approximately HK$656,936,000) (2016: US$83,825,000
(equivalent to approximately HK$649,768,000)) among the
contribution has been paid by the Group. The outstanding
amount was approximately US$15,252,000 (equivalent to
approximately HK$119,224,000, after exchange adjustment)
(2016: US$16,175,000 (equivalent to approximately
HK$125,434,000, after exchange adjustment)).
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45. CONTINGENT LIABILITIES AND ASSETS

45 FIRBEBEREE

Contingent Liabilities RAREE
2017 2016
HK$'000 HK$'000
FET FET
Guarantee given to a bank in respect of BB N RERBITEAZRIT
banking facilities in lieu of the cash public BEEHENREREAAER
utility deposit jointly utilised by subsidiaries fFamm—ERITIRME 2 R 15,000 15,000
Guarantee given to a bank in respect of RHEEZREATESART
banking facilities utilised by SEEmm—ERTREZ
an investee company EiR 5,025 -
20,025 15,000

No provision for financial guarantee contracts have been made as
at 31st December, 2017 and 2016 as the Directors considered the

default risk is low.

Contingent Assets

Post-completion development upside sharing or

compensation upside sharing on the case of Moon Ocean

On 1st September, 2014, (i) Data Dynasty Limited (“Data
Dynasty”), an indirect wholly-owned subsidiary of the Company;
(ii) the Company, being the guarantor of Data Dynasty; (iii) One
Midland Limited (“One Midland"), a company wholly-owned by
Mr. Joseph Lau; and (iv) Mr. Joseph Lau, being the guarantor of
One Midland, entered into a sale and purchase agreement, namely
“Moon Ocean SP Agreement’, pursuant to which Data Dynasty
agreed to sell and One Midland agreed to acquire the entire issued
share capital of Value Eight Limited ("Value Eight"), Value Eight held
investments relating to the Macau Land (as defined below) through

Moon Ocean Ltd. (“Moon Ocean”) (“Moon Ocean Disposal”).

HREFRRENRRE BR-_F—tFRk
TE-RET A=+ -RUERPTBHER
BRELBE-

R Moon OceanZE 5t 5 # 59 % 7 15 B 50 ##
& 71512 E

RZZ—MFEAA—H (i) Data Dynasty
Limited ([Data Dynasty]) (AR F]Z—
HE2EBRBWNELRR): (VAAA 1A
Data Dynasty#£4R A : (i) One Midland Limited
(TOne Midland |) (—FEHREZKEELE
WA AR R(v)PIE S £ YEAONe
MidlandZ®R A sl —HEEWHZ (B R~
[Moon Ocean& Ei##%  ) © #&1lk - Data Dynasty
A% & &kOne MidlandE & & B Value Eight
Limited ([Value Eight|)Z & &85 21T -
Value Eighti# #Moon Ocean Ltd. ([Moon
Ocean ) HABBARM LT (FERTX)Z
#% & ([Moon Ocean &) °

—T—tEER  EABzss 241



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

45. CONTINGENT LIABILITIES AND ASSETS 45. FIARBBREE @

(Cont'd)

Contingent Assets (Cont'd)

Post-completion development upside sharing or
compensation upside sharing on the case of Moon Ocean
(Cont'd)

Subject to completion of the Moon Ocean Disposal on 31st
October, 2014, (a) if judgments are made in favour of Moon Ocean
in the appeals to its legal case in the Macau Special Administrative
Region of the PRC (“Macau”) (“Appeals”) and have become final
and the title to the Macau land previously held by Moon Ocean
("Macau Land") is vested on Moon Ocean again, One Midland shall
pay to Data Dynasty the development upside sharing pursuant to
the Moon Ocean SP Agreement; or (b) if judgments are made
against Moon Ocean in the Appeals and have become final, One
Midland shall pay to Data Dynasty the compensation upside sharing

pursuant to the Moon Ocean SP Agreement.

The Appeals comprise (i) the appeal against the Chief Executive
of Macau's declaration of the previous act of the Chief Executive
of Macau in confirming the approval of the transfers of the rights
deriving from the land concession for the Macau Land to Moon
Ocean and the amendments of the related land concession
contracts in March 2006 invalid (“First Decision Appeal”); and (i)
the appeal against the notice from the Land, Public Works and
Transport Bureau of Macau that the Chief Executive of Macau
declared the previous act of approval of the increase of residential
gross floor area of the Macau Land and an exchange of land in
March 2011 by the Chief Executive of Macau was invalid (“Second
Decision Appeal”).

The arrangement of the development upside sharing or the
compensation upside sharing (as the case may be) allows the
Group to share the possible upside or compensation in relation to
the Macau Land and the La Scala project post completion of the

Moon Ocean SP Agreement.
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45. CONTINGENT LIABILITIES AND ASSETS

(Cont'd)

Contingent Assets (Cont'd)

Post-completion development upside sharing or
compensation upside sharing on the case of Moon Ocean
(Cont'd)

The aggregate amount of all the development upside sharing or the
compensation upside sharing (as the case may be) payable by One
Midland to Data Dynasty shall be subject to a maximum amount of
HK$12,500,000,000.

The Directors consider the aggregate amount of all the
development upside sharing or the compensation upside sharing
(as the case may be) payable by One Midland to Data Dynasty and
the maximum amount of HK$12,500,000,000 for the development
upside sharing or the compensation upside sharing (as the
case may be) are fair and reasonable and in the interests of the

Company and the shareholders of the Company as a whole.

The Last Instance Court of Macau denied the First Decision Appeal
in its judgment on 22nd June, 2016. Up to the date of the approval
of these consolidated financial statements, the Second Decision

Appeal is still in progress.

Details of the Moon Ocean Disposal, the development upside
sharing and the compensation upside sharing were set out in the
announcement of the Company dated 2nd September, 2014 and

the circular of the Company dated 23rd September, 2014.

45 FIREBBEREE »

FREE (B)

R Moon OceanZE 5t 5 # F9 % 7 15 B E 54 ##
1& 715151 (&)

One Midlandf& f<f Data Dynasty.2 FT 8 B2 1k
BENFESEERBRAMT) BB &
=4 %4 512,500,000,000% 7T °

EE#R A0ne MidlandfE+ FData DynastyZ
FTEMEHISERFMESHIGE (RBR
e ) B8 LA R D g ES i E DG EE
(BRI RME) Z &= < §12,500,000,0007%
TBRAFTAE WHEARRRARBIREZ
R Rz

BPIREERR —E—RNFANAZT BN
RAPEEIE —RORTE L5 - BLERERG S M
BIKZBEH - F RORTE LR INEETE R -

Moon Oceantti & « F 3 D (H L E REE DG
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FNA-RAZARER-_E—NFEHLA_-+=
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46. OPERATING LEASES 46. EFMEY
The Group as lessee AEBRAEBEA
2017 2016
HK$'000 HK$'000
FTER FET
Minimum lease payments paid under operating REEBEAMEZEERLY
leases in respect of premises during the year X AT 2 IR & R E 42,567 41,690
At the end of the reporting period, the Group had commitments for REBERR REBER AT HEEEEN 2R
future minimum lease payments under non-cancellable operating REIEE € R 2 AR T 5 EARE 2 8
leases, which fall due as follows:
2017 2016
HK$°000 HK$'000
FTER FAT
Within one year F—FNA 40,123 43,697
In the second to fifth year inclusive E_ZERF (BHEEEME) 1,689 42,903
41,812 86,600
Operating lease payments represent rentals payable by the Group EEBAEEEASEREETEFTEDE
for certain of its office properties. Leases are negotiated for an B zHe HOTHE—Z2=F(ZF—RX
average term of one to three (2016: one to three) years. F —Z=ZF)@EHE R
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46. OPERATING LEASES (contd)

47.

The Group as lessor

Property rental income earned during the year was approximately
HK$505,743,000 (2016: HK$823,856,000) less outgoings of
approximately HK$14,202,000 (2016: HK$46,469,000).

The investment properties of the Group are expected to generate
annual rental yields of 1.85% to 4.71% (2016: 1.60% to 8.67%)
on an ongoing basis. Most of the properties held in Hong Kong
have committed tenants ranged from two to three years and those

held in the United Kingdom have committed tenants over five years.

At the end of the reporting period, the Group had contracted with

tenants for the following future minimum lease payments:

F—FR

Within one year
In the second to fifth year inclusive

RBFERE

Over five years

RETIREMENT BENEFIT SCHEMES

The Group operates defined contribution retirement schemes in
Hong Kong, namely the Occupational Retirement Scheme (“ORSO
Scheme"”) and the Mandatory Provident Fund Scheme (“MPF
Scheme"). Contributions to the ORSO Scheme made by the
Group are based on a percentage of employees’ salaries ranging
from 5% to 10%, depending upon the length of service of the
employees. From 1st December, 2000, newly joined employees
are compulsorily required to join the MPF Scheme. The employer
and its employees are each required to make contributions to the

scheme at rates specified in the rules of the MPF Scheme.

The total costs charged to the consolidated statement of
comprehensive income of approximately HK$10,030,000 (2016:
HK$9,799,000) represented contributions payable to these
schemes by the Group for the year.

E_EFRLF(REEEMT)

Bt % R AR B
—EFt- A+ ALFE

46. EEEN @

AEBH/EEA

RAFERBDz2WEHRSKRADNDAR
505,743,000/ 7T ( =& — /<4 : 823,856,000
FSIT)  HERB 49 514,202,00008 7T (=2
— N4 : 46,469,000/ L) °

REE KR EYETEAAFHFERETE1.85%
F4.71% (ZF—XF 1 1.60%%E8.67% ) 2 1
S EE RFDMUNEBYE 2B AER
AEHEME=FRAFUREEYWEZE
FPRERRATFHEBRASF -

R|ERAR AEERRBF TR K RE
MR -

2017 2016

HK$'000 HK$'000

FTEx THET

508,770 412,293

918,042 1,065,247

430,602 979,524

1,857,414 2,457,064

47. BRIRERFHE

AEE2EBEFBRERFORREZBER
REHE (TR R8I RGBS
B ([afae st 8l]) - N MR B X RKGE
TEH B B % Bl 2 5% % 10%3t 3 (1R T 18 B iR
BFEE) A-_FTTTFE+_A—RBMAR
SEZHEBHASMBRESE B RE
BT REESF IR AT Z L R -

REE2HRERRNBZEREEOR
10,030,000/ 7T ( =& — /X4 : 9,799,0007%8
7T)  BIARERAFERZEF SR 2 #

o
oA °©

TE-LHEFHR  EABXEE

245



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %74 Bi %8 3R & M &%
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

48. MATERIAL RELATED PARTY TRANSACTIONS 48. EXBBEA LR S

Transactions:

Save as disclosed elsewhere in these consolidated financial

statements, the Group had the following material transactions with

related parties during the year:

Income received from associates:
Secretarial fee
Management fee
Interest income
Accountancy fee
Consultancy fee

Income received from a then substantial shareholder
and controlling shareholder of the Company
(“Controlling Shareholder")/Directors and/or
a substantial shareholder of the Company
(as trustee)/close family members of Directors and/
or a substantial shareholder of the Company
(as trustee)/companies controlled by the then
Controlling Shareholder/companies controlled
by Directors and/or a substantial shareholder of
the Company (as trustee)/companies controlled
by close family members of the then Controlling
Shareholder/companies controlled by a close family
member of Directors and/or a substantial shareholder
of the Company (as trustee)/a company of
which a Director and a substantial shareholder of
the Company (as trustee) is a member of
the key management personnel:

Rental services

Property management services, leasing administration
services and property administration services

Asset management and maintenance services

Advisory and consultancy services

Other ordinary services

Licence fee received from companies controlled
by the then Controlling Shareholder/companies
controlled by a close family member of the then
Controlling Shareholder

Licence fee and building management fee paid to
companies controlled by a close family member of

the then Controlling Shareholder/companies controlled

by a Director and a substantial shareholder of
the Company (as trustee)

1

\5:

><\

BB E AR Z WA

WEER
ERE
LS A
St E
BERE

Bl ARRERZ EERRRIE Hxﬂx?
([ERRE]) EER/HAR
TERR (EREBREA) /Eﬁ%%
&/izﬁnﬁigﬁﬁ(f’ﬁtﬂf?/\)
BEEDZREKE /&R

[REE /N 7/§$&/Y4‘
TERR (ERGEIEA)EHZA 7/
HERZERRREAER tDZ%B:ﬁZEi
22 NA M HEERRERA
TERF (ERGIEANBERED L
REKBESZAR,/ —NEER
ERAAEERR (EREFTA) BEZAF
ZEEERBASZHA:

HERH

MEEERS  BBTHRRBE R
METHRS

ﬁé%‘@& RERE

A LR R

Hih— iRk

B E R 2R ERES 2 AR,

(I EBE R RRBREREZ
KEKBEH 2 RRZFHAE

BN RN ERERBERZ

FKEK B2 A 7/%%&4? T
IEER (EREFEAEHZA
ZHAANERBTERE
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48. MATERIAL RELATED PARTY TRANSACTIONS 48.
(Cont'd)

Transactions: (Cont'd)

Save as disclosed elsewhere in these consolidated financial

Bt % R AR B
—EFt- A+ ALFE

BEARBEALRSE @

x5 (&)

BAERA M ImER A E‘ PriREEE N K&

statements, the Group had the following material transactions with ERARFEHEBAEA TATEARRS:
related parties during the year: (Cont'd) (%)
2017 2016
HK$'000 HK$'000
FTET FiET
Rent and building management fee paid to a company hLMHTZ? AR 2
controlled by the then Controlling Shareholder RAZHE RIEFERE - 458
Rent and building management fee paid to associates ERBERAR HEREFERE 3,052 2,873
Considerations in respect of the disposals of subsidiaries AR ENBAR FREAL
to related parties, who were companies wholly-owned (RETLERIRER A ER 2
by the then Controlling Shareholder/a company wholly *Hxﬂxi’i‘\ﬁ%ﬁz 8/
and beneficially owned by a close family member of —fi B R 2 AR AR R
the then Controlling Shareholder and EEHRTYICRERERER
a Director/companies wholly and beneficially owned EnlRBsNR/EER/AART
by Directors and/or a substantial shareholder of TERFE (ERERAZER
the Company (as trustee) at the time of entering BB AR 2RE (M)
into the respective agreements (note) 6,809,462 6,187,432
Revenue recognised in respect of sales of EHREHHEARRANERE
the Group's stock of properties to Directors FTEZEZHA - 118,764
Note: Details of the Pinecrest Disposal (Note 39(a)) and the Win Kings Ffi3E : Pinecrest & (Fff5E39(a) ) & Win Kingsit &
Disposal (Note 39(b)) were set out in the announcements of the (Mi5E39(b) ) 2 #¥1B E%WJE’\$ AIEHA
Company dated 5th December, 2016, 13th January, 2017 and —E-RF+=-ZAEH" —+tF—A
10th February, 2017 and the circular of the Company dated 28th +=AR=ZZT—tHF=A + E pa/NGIVYN
December, 2016. ZE-RFTZAZTNBZBEEA
Details of the Great Captain Disposal (Note 39(c)) were set Great Captainti & (F15E39(c)) 27 1B
out in the announcements of the Company dated 15th March, HINARRBHAZTE—+F=ATH
2017, 4th May, 2017 and 23rd June, 2017 and the circular of the B —Z2—+FRANBE-_Z—+F XA
Company dated 13th April, 2017. ZHZHZAMUEZE—tFHAT=
B Z @A e
Details of the Windsor Disposal (Note 39(g)) were set out in the EHEZFE (ME39(g)) 2 #H 5
announcements of the Company dated 23rd December, 2015, ﬁ’t\ﬁ ﬁ HER—_Z—AF+_A=+=
2nd February, 2016, 1st September, 2016 and 5th October, B —ZZE—RF-_A=-RH ZZE—X FNA
2016 and the circular of the Company dated 15th January, 2016. — E RZZE—RE+ARHZAMUEZ
E-RNE-ATHEBZBHN
The above disposals constituted connected transactions of the B EMHRAE4AE - Ll EEBRKARA
Company under Chapter 14A of the Listing Rules. RIZBAERS -
Secretarial fee, accountancy fee and consultancy fee were charged WMEBR BHBEREMBEDNIRAEE  FR

based on an appropriate allocation of costs incurred by central
administrative departments of the Group. Management fee, licence
fee, rent and building management fee were determined based
on terms similar to those applicable to transactions with unrelated
parties. Interest income was charged at the prevailing market rates

based on outstanding balances during the year.

TTIEBPIFTE £ 2 AN 2 @ E 5 B i W - &
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48. MATERIAL RELATED PARTY TRANSACTIONS 48. ERBEALRZ @

(Cont'd)

Transactions: (Cont'd)

Rental services, property management services, leasing
administration services and property administration services, asset
management and maintenance services, advisory and consultancy
services and other ordinary services (the contract for services
with effect from 1st November, 2017 (details were disclosed in
the announcement of the Company dated 31st October, 2017)
superseded the former contract for services (details were disclosed
in the announcement of the Company dated 31st October,
2014)) were charged at the terms agreed by both parties. These
related party transactions also constituted continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules. Details of these continuing connected transactions are
disclosed in the paragraph headed “Connected Transactions” in the

section headed "Directors’ Report” of this annual report.

Considerations in respect of the disposals of subsidiaries: (i) for
the Pinecrest Disposal, the Win Kings Disposal and the Windsor
Disposal, were determined after arm’s length negotiations between
both parties with reference to the consolidated net asset value of
the respective subsidiaries at their respective date of completion;
and (i) for the Great Captain Disposal, was determined after arm's
length negotiations between both parties with reference to the
initial investment costs of the SJB Shares, notional interests on
the net investment amount, total amount of dividends income or
distributions from the SJB Shares received and the outstanding
amount of borrowings of Great Captain as at the date of

completion.

Sales amounts recognised for the disposals of the Group's stock of
properties were determined with reference to the prevailing market

values.

During the year ended 31st December, 2017, the Group entered
into facility agreements with a Director. Details are set out in
Note 37. These transactions were fully exempted from reporting,
announcement, independent shareholders’ approval and annual

review requirements under Chapter 14A of the Listing Rules.
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(Cont'd)

Balances:

At the end of the reporting period, the Group had balances with
Directors/companies controlled by Directors and/or a substantial
shareholder of the Company (as trustee)/a close family member
of Directors and/or a substantial shareholder of the Company
(as trustee) of approximately HK$17,940,000 (2016: the then
Controlling Shareholder and companies controlled by the then
Controlling Shareholder and/or his close family members of
approximately HK$18,349,000) in aggregate which were included
in other receivables.

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

reporting period are set out in Notes 24, 37 and 38.

Key management personnel emoluments:

Remuneration for key management personnel is disclosed in Notes
15 and 16. The remuneration of the Directors and senior executives
is recommended by the Remuneration Committee for the approval
of the board of Directors having regard to the performance of
individuals, their respective duties and responsibilities in the Group

and the prevailing market condition as appropriate.

48. MATERIAL RELATED PARTY TRANSACTIONS 48. ERBEALRZ @

=3

RBEER AEEBEESE EERAA
RAFEBRRE (EREEA)ERZQF—
MEEFER /" RAAREERR (EARET
N BREENZRERBZRGEHREHN B
17,940,000 7T (ZZ —XF | R 2 ERK
BEREESRSEEBERYZRENKE
| 2 A R4 £18,349,00058 7T ) 0 BB IR
H At fEUR BRI A ©

RREER BEMEDEA T 2R BESHFES
AW 24  37K%38 ¢

TEEBAEME:

TREEABMERNMFI5RI6ANE-EF
EEBiTBRABRzHEemMEE €22
AMALTERER HERAEEARNZBBHRETNE
B (ER) RAESEeREtE-

—E=—tEER  #ABzss 249



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBRRME

For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

49. PARTICULARS OF PRINCIPAL SUBSIDIARIES

The Directors are of the opinion that a complete list of the
particulars of all subsidiaries would be of excessive length and
therefore the following list contains only the subsidiaries as at 31st
December, 2017 which principally affected the results or assets of

the Group.

Place of Class of share/

incorporation/ registered

operation capital held

Name of subsidiary BRI FiRe,/
WELREH Leh T E AR
Alpha Team Limited British Virgin Islands Ordinary
ERERRES TRk

Both Talent Limited Hong Kong Ordinary
TREBR AT 0 ERk
Cardin Factory Limited Hong Kong Ordinary
ERARARAR BE ERR
Chase Master Company Limited Hong Kong Ordinary
REFRAA BE ERR
Chinese Estates, Limited Hong Kong Ordinary
EANEEXERAF BE ERR
Chinese Estates Hong Kong Ordinary
(Harcourt House) Limited ) Limmk
Conduit Road Development Limited Hong Kong Ordinary
TEEEREBRAF BE ERR
Country Homes Limited Hong Kong Ordinary
B EER

Non-voting

deferred ordinary

BREE

REERR

Non-voting

deferred founder

ERRE

BRI AR

Dollar Union Limited Hong Kong Ordinary
EAE 21 YN BE ERR
Estate Rose Limited British Virgin Islands Ordinary
EBABARES EER
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49. TEM B RFHS

EEZRRIHLEAMBARZHBELRES
RIAR B TRABER -_FT—tF+=
A=+ HAHAEEZXENEEREEY

BMBRARIZFHE
Issued and
fully paid Proportion of
share capital/  paid-up share capital/
registered registered capital
capital held by the Company
BERTRARE ARAMBHERE
BRE/EMER AMER B
Directly  Indirectly
=84 B3
US$1 - 100%
1E7T
HK$1 - 100%
VET
HK$2 - 100%
28T
HK$2 - 100%
28T
HK$1,000 100% -
1,000/ 7T
HK$200 - 100%
200/ 7L
HK$10,000 - 70%
10,000/ 7
HK$200 - 100%
20087
HK$164,400
164,400 7T
HK$1,000
1,000/ 7
HK$100 - 87.5%%*
100/8 7T
Us$1 - 100%
1%

Principal activities
TEEK

Investment holding

REER

Property development
and trading
NEERREE

Property trading
MEER

Securities investment

Investment holding
and provision of
management services
REER R
REEERG

Property investment

NERE

Property development
and trading
NEBRREE

Property investment

Property development
and trading
NEBRREE

Securities investment



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 44 B8R &R Mis
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

49. PARTICULARS OF PRINCIPAL SUBSIDIARIES 49. X EME A RAIFE @

(Cont'd)
Issued and
fully paid Proportion of
Place of Class of share/ share capital/  paid-up share capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary EmAL FiRae,/ ERATRME ARAMBHERES,  Principal activities
WEAREM FE-$iuk M E AR RE/EREX HAMER B TEXH
Directly Indirectly
B B
Ever Ideal Limited British Virgin Islands/ Ordinary Us$1 - 100%  Securities investment
Hong Kong ERR 1%7T EHRE
KBABRER/
BiE
Evergo China Holdings Limited Bermuda/ Ordinary  HK$100,775,869.10 - 100% Investment holding
Hong Kong EEE100,775,869.108 T REZK
BRE/
B
Evergo Holdings (China) British Virgin Islands/ Ordinary US$2,509,454 - 100% Investment holding
Company Limited Hong Kong EER 2,509,4543 1T REER
BEXEE (RE)ERAF EBEARRS/
B
Evergo Holdings Company Limited ~ Hong Kong Ordinary HK$1,000 - 100% Investment holding
EXREEERDF 7 gl 1,000 7 BARR
Express Right Limited British Virgin Islands/ Ordinary Us$1 - 100% Property investment
AEFERAT United Kingdom TmmR 1%7T WERE
KBABRER/
%
Fair Eagle Finance Credit Limited Hong Kong Ordinary HK$10,000,000 - 100% Securities margin
REGRBBRLF BB LAk 10,000,000 7 financing
EFRECHE
Fair Eagle Futures Hong Kong Ordinary HK$5,000,000 - 100% Broking and dealing
Company Limited 0 ¥l 5,000,000 T in futures contracts
REHEERAF HEANBLERESR
Fair Eagle Securities Hong Kong Ordinary HK$228,000,000 - 100%  Provision of brokerage
Company Limited Bk L@ER 228,000,000/ 7T REUELRE
REEHFFRAR
Flying Ease Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
ARBERRE EBRARES ERk E BHRE
Global Stage Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
KEEAREE L@k ESH BHRE
Grade World Investment Limited Hong Kong Ordinary HK$2 - 100%  Securities investment
MEREERRA 0 gl 2B BHRE
Grandhall Secretarial Hong Kong Ordinary HK$10,000 - 100% Secretarial services
Services Limited B gl 10,0007 WE RS
HENERBERAT
Hillsborough Holdings Limited British Virgin Islands/ Ordinary Us$1 - 100% Property investment
Hong Kong ERR 1% NERE
REHBRES/
£
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49. PARTICULARS OF PRINCIPAL SUBSIDIARIES 49. X EME A RAIFE @

(Cont'd)
Issued and

fully paid Proportion of

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

incorporation/ registered registered registered capital

operation capital held capital held by the Company
Name of subsidiary EmAL FiRae,/ ERATRME ARAMBHERES,  Principal activities
WEAREM FE-$iuk M E AR RE/EREX HAMER B TEXH

Directly Indirectly

B B
Jade Wealthy Limited British Virgin Islands Ordinary Us$1 - 100% Securities investment
REERRES ERR E EHRE

Knightlights Property Luxembourg/ Ordinary GBP33,000 - 100% Property investment
International S.A. United Kingdom LEk 33,0005 £% MERE

ERE/
%

Lucky Way Company Ltd. British Virgin Islands/ Ordinary Us$1 - 100%  Securities investment
(Business name: Hong Kong gl IES EHRE
Lucky Path Limited) EEEBEARS/

(®%2af: B
Lucky Path Limited )
Oriental Master Ltd. British Virgin Islands Ordinary US$1 100% - Investment holding
ABEAREE LAk ES REER

Paul Y. (New Tunnel) Limited Hong Kong Ordinary HK$2 - 100% Investment holding

REGIRE)ERAF 0 gl 2B REZR

Paul Y. Holdings Company Limited ~ Cayman Islands/ Ordinary HK$70,715,005.70 100% - Investment holding

Hong Kong L@R 7071500570 T REZKR
Heks/
B

Perfect World Company Limited Hong Kong Ordinary HK$10,000 - 100% Estate management

BENEERRRATF BE EER 10,0007 7 nEER

Pride Favour Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment

BRERRA EBAARES EER E EHRE

Product Market Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment

EBAARES EER E EHRE

Rich Honour Limited Hong Kong Ordinary HK$2 - 100% Investment holding

LRI Bt EER 2B REZKR

River Court Properties Limited Isle of Man/ Ordinary GBP2 - 100% Property investment

United Kingdom LAk S MERE
588/
®
Smart Ocean Limited British Virgin Islands Ordinary Us$1 - 100% Investment holding
REERRES ERR v REZER

Speed Win Limited Hong Kong Ordinary HK$2 - 100% Property trading

REFRLA BE ERR 2B NEEE

State Smart Limited British Virgin Islands/ Ordinary Us$1 - 100% Property investment

BEERRE United Kingdom TimR IESH MERE

HRERRES/
®
Strong Access Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
EBURAREES LEK IE EHRE
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For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

49. PARTICULARS OF PRINCIPAL SUBSIDIARIES 49. X EME A RAIFE @

(Cont'd)
Issued and

fully paid Proportion of

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

incorporation/ registered registered registered capital

operation capital held capital held by the Company
Name of subsidiary EmAL FiRae,/ ERATRME ARAMBHERES,  Principal activities
WEAREM FE-$iuk M E AR RE/EREX HAMER B TEXH

Directly Indirectly

E# B
The House of Kwong Hong Kong Ordinary HK$500,000 - 100%  Cosmetics distribution
Sang Hong Limited B LER 500,0003% 7T and trading
BEEERAR @A HRE S
Title Smart Limited British Virgin Islands Ordinary Us$1 - 100% Securities investment
EBABARES EER B EHRE
Tycoon Fame Limited British Virgin Islands Ordinary US$1 - 100% Investment holding
TRERRA EBAARES EER E REZKR
Victory Creat Limited British Virgin Islands Ordinary Us$1 - 100%  Securities investment
EBABARES LA E EHRE
Wing Lee Development Limited Hong Kong Ordinary HK$2 - 100% Securities investment
KHRRBBREAT Bt EER 2B EHRE
XS (ER)CEERERRF PRC Registered US$500,000 - 100% Property investment
(Evergo (Beijing) Corporate F A ER 500,000 7T WERE

Management Co,, Ltd.) #

FEe (ER)REEFFRARS PRC Registered US$20,000,000 - 100% Property trading
(Evergo Investment Counsel H AR 20,000,000% 7T NREH

(Beijing) Co,, Ltd.)

A& BRSNS 5 B - LA A )
BT ERSE 5

None of the subsidiaries had issued any debt securities subsisting at

the end of the reporting period or at any time during the reporting

period.

* 75% owned by the Group and 25% owned by Power Jade * REEFH75%KPower Jade Limited# A
Limited 25%

4 Wholly foreign-owned enterprise s HINEBEDLE
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The Directors are of the opinion that a complete list of the
particulars of all associates would be of excessive length and
therefore the following list contains only the associates as at 31st

December, 2017 which principally affected the results or assets of

the Group.

Name of associate
BEAREE

Best Profit Limited
FEARRA

Direct Win Development Limited

SRERBRAA

Ever Sure Investments Limited
KInBRERR AT

Finedale Industries Limited

EHEXERAR

Power Jade Limited
(Business name:
Power Jade Capital Limited)
(RBaf:
Power Jade Capital Limited )

The Kwong Sang Hong
International Limited

RRHEMAEERAA
Oriental Arts Building Co,, Ltd. !

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31st December, 2017 HEZ =T —+tF+-_A=+—HILFE

Place of
incorporation/
operation
HEMAL/
Fa=giE

Hong Kong
BE

Hong Kong
7R

Hong Kong
B

Hong Kong
7R

British Virgin Islands/
Hong Kong

KBRBRER/
&0

Bermuda
BRE

PRC
®

t Sino-foreign equity joint venture enterprise

50. PARTICULARS OF PRINCIPAL ASSOCIATES

Class of share/
registered
capital held
FERE/
& AR

Ordinary
LER
Ordinary
ERR

Ordinary
EER

Ordinary
ERR

Ordinary
EER

Ordinary
LA

Registered
BRIEEN
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50. T EHE N TS

EERARIEEHBERRZHBEECRIBE
TR TRABBER-FT—tF
T REAKECRXEREERE

BEATZHE

S
A=
gz

Issued and
fully paid
share capital/
registered
capital
ERITRAR
BAx/ERER

HK$1
15T
HK$900

9007 7T

HK$2
2B
HK$9,999
9,999% 1T

US$20
20%7T

HK$100,000
100,000/ 7T

US$24,920,000
24,920,000% 7T

Proportion of
equity attributable
indirectly

to the Company
ARABEES
REAZEAL

25%

33.33%

50%

33.33%

50%

50%

50%

hINEE DR

62

+
B

=2
4

Principal activities
TERK

Property investment
and trading
NEREREE

Property trading

Property trading

Property investment

NELE

Investment holding

REEK

Investment holding

REEK

Property investment
and hotel operation

NERERBEE
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AND RESERVES OF THE COMPANY

Non-current assets
Investments in subsidiaries
Loans to subsidiaries

Current assets
Amounts due from subsidiaries
Other current assets
Time deposit and bank balances

Current liabilities
Amounts due to subsidiaries
Other current liabilities

Net current assets

Total assets less current liabilities

Equity attributable to owners of
the Company
Share capital (Note 36)
Capital redemption reserve
Other reserve
Retained profits

Total equity

Non-current liability
Loans from subsidiaries

FRBEE
i~ R®RE
NP6

RBEE
(I PNCID =S|
Hp R &EE
EHER R RITHER

RBEE
RE M BRI FRIA
HpnsaE

RBEEFRE

EERAERRBAE

AXFEEA
LR AR
BRZA (Ki5E36)
BB
H i fEE
REHEF

MR A RS A EE

FRBAE
MERREE

Approved and authorised for issue by the board of Directors on

51. XA B MRR MR KB

2017 2016
HK$"000 HK$'000
THET FAET
5,135,893 5,135,893
2,632,518 1,689,843
7,768,411 6,825,736
11,485,843 4,569,529
403 1,619
64,376 243332
11,550,622 4,814,480
34,046 23,373
1,149 1,454
35,195 24,827
11,515,427 4,789,653
19,283,838 11,615,389
190,762 190,762
138,062 138,062

9 9
16,836,005 9,865,556
17,164,838 10,194,389
2,119,000 1,421,000
19,283,838 11,615,389

EEEEERN - \F-_A=-+—BH#E

22nd February, 2018 and signed on its behalf by:

Chan, Sze-wan BREFEE
Director EH

REEEM YA TIHIEERREFTER

Lam, Kwong-wai MR
Director EE
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51. STATEMENT OF FINANCIAL POSITION 51. XA M BERRBREREE

52.

AND RESERVES OF THE COMPANY (Contd) ()
Reserve movement of the Company ARFZRBEEE
Capital
redemption Other Retained
reserve reserve profits
EAFEE FE H %5 & i A
HK$'000 HK$'000 HK$'000
FHET FHET FET
At Tst January, 2016 RZZE—RF—-H—H 138,062 5,871,060
Profit for the year IR S g ) - 18,015,496
Interim dividend for 2016 paid ENZE—XRNFRHRKRE - (19,076)
Final dividend for 2015 paid BENZZE—RAFRARE - (19,076)
Special interim dividends B =T —RFRR
for 2016 paid H AR B - (13,982,848)
At 31st December, 2016 R-T—RF
+=-—A=+—8 138,062 9,865,556
Profit for the year KEE B - 16,737,459
Interim dividend for 2017 paid ENZE—tFFHRE - (381,524)
Final dividend for 2016 paid ENZZE—RNERARE - (19,076)
Special interim dividends BERZZ—RFR
for 2016 and 2017 paid ZE—EFRERFHRE - (9,366,410)
At 31st December, 2017 R-ZZE—tF
+=HA=+—8 138,062 16,836,005

AUTHORISATION FOR ISSUE OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and

authorised for issue by the board of Directors on 22nd February,

2018.
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52. RETIRGFESMBHRK

EEeN - \EFE_A-_+_B#ERE

MR A M IBIREK -
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