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Corporate Information Oooo
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26th Floor, MassMutual Tower oooo

38 Gloucester Road 0000380
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Butterfield Fund Services (Bermuda) Limited Butterfield Fund Services (Bermuda) Limited
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Corporate Information

Branch Registrar and Transfer Office in Hong Kong
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Shops 1712-1716
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183 Queen’s Road East

Wanchai, Hong Kong

Offices in the People’s Republic of China

Beijing Office:

Room 202, Oriental Place

No. 9 East Dongfang Road
North Dongsanhuan Road
Chaoyang District, Beijing, PRC
Post Code: 100027

Tel: (8610) 6466 0638
Fax: (8610) 6466 0238

Chengdu Office:

Room 2608, 26th Floor, CCB Sichuan Building
No. 88 Tidu Street, Qingyang District
Chengdu, Sichuan Province, PRC

Post Code: 610016

Tel: (8628) 8676 7747

Fax: (8628) 6613 5700

Shanghai Office:

Room B103, Evergo Tower
1325 Central Huaihai Road
Xuhui District, Shanghai, PRC
Post Code: 20003 1

Tel: (8621) 6445 8945
Fax: (8621) 6445 9710

Shenzhen Office:

1-3 South Wing, 6th Floor

Lowu Commercial Plaza

Jianshe Road, Luohu District
Shenzhen, Guangdong Province, PRC
Post Code: 518001

Tel: (86755) 8234 7139

Fax: (86755) 8234 0012
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Corporate Information oood

Website 00

http://www.chineseestates.com http://www.chineseestates.com

Stock Code o000

127 127

Board Lot o000

1,000 Shares 1,0000

Investor Relations ooood

For enquiries relating to investor relations, please contact: 00ooooooooooooog

Investor Relations Manager ooooooon

Tel:  (852) 2866 6999 000 (852) 2866 6999

Fax: (852) 2866 2822 000 (852) 28662822
(852) 2866 2833 (852) 2866 2833

E-mail: investor.relations@chineseestates.com 000 investor.relations@chineseestates.com
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Profiles of Directors and Senior Executives

EXECUTIVE DIRECTORS

Mr. Joseph LAU, Luen-hung, aged 56, joined the Company in 1989. Mr.
Lau is the Chairman and Chief Executive Officer of the Company. He is also a
non-executive director of Lifestyle International Holdings Limited (“Lifestyle”),
a company whose shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). He holds a Bachelor Degree of Science from
the University of Windsor, Canada. Mr. Lau has over 32 years of experience in
corporate finance, manufacturing and property investment and development.
He is the elder brother of Ms. Amy Lau, Yuk-wai and the father of Mr. Lau,

Ming-wai.

The companies of which Mr. Lau is a director and having a discloseable interest
in the shares and underlying shares of the Company under the provisions of
Part XV of the Securities and Futures Ordinance are set out in Directors' Report
under the section of “Substantial Shareholders’ Interests in the Securities of the

Company” in this annual report.

Mr. LAU, Ming-wai, aged 27, joined the Company in 2006 and has been
an Executive Director of the Company since 15th December, 2006. He was
also the chairman of the Company’s subsidiary, G-Prop (Holdings) Limited
("G-Prop"), a company whose shares are listed on the Stock Exchange. Mr. Lau
holds a Bachelor Degree of Laws from King's College London, a Master Degree
of Laws from The London School of Economics and Political Science, and a
Doctor Degree of Philosophy in Laws from King's College London, University
of London. He previously worked at The Goldman Sachs Group, Inc. and
Longview Partners LP, both in London. Mr. Lau is a registered attorney in the
State of New York and a CFA (Chartered Financial Analyst) charterholder. He is
the son of Mr. Joseph Lau, Luen-hung and the nephew of Ms. Amy Lau, Yuk-

wali.

The companies of which Mr. Lau is a director and having a discloseable interest
in the shares and underlying shares of the Company under the provisions of
Part XV of the Securities and Futures Ordinance are set out in Directors' Report
under the section of “Substantial Shareholders' Interests in the Securities of the

Company” in this annual report.

NON-EXECUTIVE DIRECTOR

Ms. Amy LAU, Yuk-wai, aged 55, joined the Company in 2004. Ms. Lau
is also a non-executive director of Lifestyle. She holds a Bachelor Degree of
Science and a Doctor Degree of Dental Surgery from the University of Toronto
in Canada. She is the younger sister of Mr. Joseph Lau, Luen-hung and the aunt

of Mr. Lau, Ming-wai.
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Profiles of Directors and Senior Executives

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHAN, Kwok-wai, aged 49, joined the Company in 2004. He is also
the chairman of the audit committee and remuneration committee of the
Company. Mr. Chan holds a Bachelor Degree of Business Administration from
the Monash University, Australia. He is also a member of the Hong Kong
Securities Institute and an associate member of CPA Australia. He has over 28
years of experience in finance and accounting industry. Mr. Chan is currently
a director of High Progress Consultants Limited. He is also an independent
non-executive director of Junefield Department Store Group Limited, China
Investments Holdings Limited, Tern Properties Company Limited, National
Electronics Holdings Limited and Far East Consortium International Limited, the

shares of all of which are listed on the Stock Exchange.

Mr. CHENG, Kwee, aged 49, joined the Company in 2004. He is also a
member of the audit committee and remuneration committee of the Company.
Mr. Cheng is a major shareholder of Business Securities Limited (broker
no. 2860) which is a Stock Exchange Participant. Mr. Cheng has over 23
years of experience in securities and financial services. He also runs property
development and investment businesses in Mainland China, Macau, Singapore,

Thailand, Malaysia and Cambodia.

Ms. Phillis LOH, Lai-ping, aged 43, joined the Company in 2006. She
is also a member of the audit committee and remuneration committee of
the Company. Ms. Loh was a practising solicitor from 1990 to 1997 and has
become a practising barrister-at-law since 1998. Ms. Loh is a graduate of the
University of Hong Kong and was admitted as a solicitor in Hong Kong and the
United Kingdom, and also a barrister and solicitor in the Supreme Court of the
Australian Capital Territory. She was an independent non-executive director
of The Kwong Sang Hong International Limited ("KSH"), an associate of the
Company and the shares of which were listed on the Stock Exchange. KSH was

privatized in February 2005.
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Profiles of Directors and Senior Executives

SENIOR EXECUTIVES

Mr. LAM, Kwong-wai, aged 52, joined the Company in 1989 and is the
Group Financial Controller and Company Secretary of the Company, Chi
Cheung Investment Company, Limited ("Chi Cheung") and G-Prop, Chi Cheung
is a subsidiary of the Company, whose shares are listed on the Stock Exchange.
Mr. Lam is a qualified accountant and holds a Master Degree of Business
Administration from the University of Warwick, United Kingdom. He has over

30 years of experience in auditing, finance and accounting.

Mr. Alec KONG, Chi-ming, aged 44, joined the Company in 1994 and is
the Head of China Business Department. He is also an executive director and
deputy chairman of G-Prop. Mr. Kong holds a Bachelor Degree of Business
Administration from The Chinese University of Hong Kong, a Master Degree
of Arts in Quantitative Analysis for Business and a Master Degree of Business
Administration from the City University of Hong Kong. He is responsible for the
overall management and development of projects in the Mainland China. He

has over 17 years of experience in the property field of the Mainland China.

Mr. lvan IP, Ka-fai, aged 44, joined the Company in 1999 and is the Senior
Manager of China Business Department. Mr. Ip holds a Master Degree of
Business Administration from The University of Hull, United Kingdom. He is
responsible for the management and development of projects in Eastern and
Southern China. He has over 14 years of experience in the property field of the
Mainland China.

Ms. Hazel LAI, Ming-yan, aged 39, joined the Company in 2000 and is the
Quantity Surveying Manager of Project Development Department. Ms. Lai is
a registered professional surveyor. She holds a Bachelor Degree of Science in
Building from the City University of Hong Kong and a Master Degree of Science
in Construction and Real Estate from The Hong Kong Polytechnic University.
She is also a member of the Hong Kong Institute of Surveyors. Ms. Lai is
responsible for the quantity surveying affairs. She has over 17 years of relevant

experience.

Ms. Teresa POON, Mun-chie, aged 37, joined the Company in 2002 and
is the Project Manager of Project Development Department. She is also an
executive director and the chief executive officer of Chi Cheung. Ms. Poon is
a registered architect in Hong Kong and an authorized person under the List
of Architects of the Building Authority. She holds a Bachelor Degree of Arts in
Architectural Studies and a Master Degree of Architecture from The University
of Hong Kong. She is also a member of The Hong Kong Institute of Architects.
Ms. Poon is responsible for the project development affairs. She has over 13

years of experience in the management and development of property projects.
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Profiles of Directors and Senior Executives

SENIOR EXECUTIVES (cont'd)

Mr. Kenneth NG, Yik-hei, aged 40, joined the Company in 2004 and is the
Project Manager of Project Development Department. Mr. Ng is a chartered
building surveyor, a registered professional surveyor and an authorized person
under the List of Surveyors of the Building Authority. He holds a Bachelor
Degree of Science in Building Surveying from the University of Greenwich,
United Kingdom and a Master Degree of Practising Accounting from the
Monash University, Australia. He is also a member of The Hong Kong Institute
of Surveyors and The Royal Institution of Chartered Surveyors. He has been
appointed by The Government of the Hong Kong Special Administrative Region
as a Member of the Appeal Tribunal Panel (Buildings) from 1st February, 2007
to 30th November, 2009. Mr. Ng is responsible for the project development

affairs. He has 18 years of relevant experience.

Mr. Albert WONG, Fu-wai, aged 37, joined the Company in 2004 and is
the Senior Leasing Manager and the Head of Leasing Department. Mr. Wong
holds a Bachelor Degree of Arts in Geography from The University of Calgary
in Canada and a Hong Kong Securities Institute Specialist Certificate (Asset
Management). Mr. Wong is responsible for leasing affairs. He has over 11 years

of relevant experience.

Ms. CHEUNG, Mun-yi, aged 40, joined the Company in 2007 and is the
Senior Legal Manager of Legal Department. Ms. Cheung is a practising solicitor.
She holds a Bachelor Degree of Laws and a Postgraduate Certificate in Laws
from The University of Hong Kong. Ms. Cheung has been working in both
private sector as a solicitor and public sector as an in-house legal counsel.
Ms. Cheung is responsible for overseeing the legal aspects of the Company's
various businesses, including project development, commercial investments,

conveyancing and tenancy. She has over 16 years of legal experience.
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Chairman’s Statement

| am pleased to present the results of the Company and its subsidiaries
(the "Group”) for the year ended 31st December, 2007 (the “Year") to the

shareholders.

RESULTS

Profit attributable to equity holders of the parent for the Year was HK$8,195.8
million as compared to HK$7,477.3 million for the same period last year.
The profit for the Year was mainly attributable from the fair value gains on
investment properties, profit on sales of trading properties, gains on listed
securities investments and treasury products and the share of results of
associates generated from the sales of development properties. Earnings per
share was HK$3.599 (year ended 3 1st December, 2006: HK$3.392).

DIVIDENDS

The Board of Directors of the Company (“the Board") has recommended
the payment of final dividend of HK22.5 cents per share for the Year (2006:
HK18 cents) and propose to give shareholders the option of receiving part or
all of the final dividend in form of new shares (“Scrip Dividend”) in lieu of cash
dividend. The Scrip Dividend proposal (the “Proposal”) will be conditional on
(i) the approval of the recommended final dividend at the forthcoming annual
general meeting of the Company and (i) The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) granting a listing of and permission to deal
in the shares to be issued pursuant to the Proposal. Subject to shareholders’
approval at the forthcoming annual general meeting of the Company, the
recommended final dividend will be paid on or around 25th June, 2008
to shareholders whose names appear on the register of members of the
Company on 15th May, 2008.

Together with the interim dividend of HK13.5 cents per share (2006: HK12
cents), the total distribution for 2007 will amount to HK36 cents per share
(2006: HK30 cents).

CLOSURE OF REGISTER OF MEMBERS

The register of members will be closed from 9th May, 2008 to 15th May,
2008, both days inclusive. In order to qualify for the recommended final
dividend and for the purpose of ascertaining the members’ entitlement to the
attendance of the forthcoming annual general meeting of the Company, all
share transfers documents accompanied by the relevant share certificates must
be lodged with the Company's Branch Registrar and Transfer Office in Hong
Kong, namely Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on 8th May, 2008.
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Chairman’s Statement

BUSINESS REVIEW

Hong Kong Property Investment

Rentals from investment properties continued to be one of the major sources
of our income. The overall occupancy rate of the Group's retail portfolio was
88.96% as at 31st December, 2007 due to the renovation of Windsor House
and Silvercord. The occupancy rate jumped to 94.51% if Windsor House and
Silvercord are excluded. Such sustainable high occupancy rate is attributable
to the prime locations of the majority of the Group's retail properties. Retail
rents were generally raised due to the increase in tenants' business turnover

benefited from the growth of both tourists” and local consumption.

Although the Group recorded a rental loss during the Year due to the
renovation works of Windsor House and Silvercord, the Group was able to
sustain a gross rental growth by 15.78% with rental income of HK$773.33
million for the Year as compared with last year. The increase in gross rental
income is mainly attributable to the high reversionary rental rate of the office
properties and re-opening of renovated Excelsior Plaza — Laforet in 2006. If the
renovated properties are excluded, gross rental income would be increased by
approximately 24.09% over the last year, and the respective increases in retail
and non-retail portion have been 23.42% and 24.47%.

As at 31st December, 2007, all the shops of Excelsior Plaza — Laforet and

Causeway Place were fully let out.

The renovation works of Windsor House was commenced in 2006. The scope
of work includes re-layout of basement, ground and first floor, sub-dividing
the retail space previously occupied by supermarket, department store and an
anchor tenant to provide greater varieties of prime retail shops and specialty
restaurants. The first phase renovation was completed in the third quarter of
2007 and the second phase renovation is scheduled to be completed by the
end of 2009. The revamped Windsor House will have improved and diversified

trade mix while the rental income is expected to rise substantially.

As for Silvercord, the first phase of converting the bubble lifts to shops was
completed in 2006 with the second phase completed in the second quarter of
2007. The conversion of the cinema to shops was also completed in the third
quarter of 2007. Rental income was raised significantly over-seven folds as
compared with the previous lease due to the increase in more quality brands

and its occupancy rate was 85.95% as at 3 1st December, 2007.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Investment (cont'd)

The occupancy rate for the Group's office properties maintained at a high level
throughout the Year. During the Year, the average occupancy rates of Windsor
House, MassMutual Tower and Harcourt House were approximately 88.82%,
96.24% and 89.219% respectively, bringing the approximate occupancy rate of
the overall office portfolio to 91.44%.

In general, both the occupancy rate in retail and office properties remained
at high level during the Year. It is expected that rental rates will have room for

increment.

The foundation works of the redevelopment of Tung Ying Building in
Tsimshatsui were completed in November 2007. Basement construction works
are in progress. It is scheduled that the superstructure works will commence in
the fourth quarter of 2008. MTR Corporation Limited (“MTRC") commissioned
to construct a pedestrian subway linking the existing Tsim Sha Tsui MTR Station
to, amongst other exits, the future Tung Ying Building under redevelopment.
MTRC is seeking government's policy support on its planning. Completion of

the redevelopment is expected to be in early 2010.

Tung Sang Building, i.e. No. 20 Johnston Road, Wanchai, has commenced
its foundation work and its superstructure work is in progress. It will be
redeveloped as a brand new residential/retail composite building with

completion date re-scheduled to early 2009.

The Group won a tender in 2006 at approximately HK$234 million for Sun Fair
Mansions at 12 Shiu Fai Terrace, a residential site in Mid-Levels East, which is
a traditional prestigious location for luxury residential project in Hong Kong. The
site area is about 12,000 square feet that can provide a total residential gross
floor area of around 39,700 square feet. The site is planned to be redeveloped

into a luxury residential project in end 2008.
Hong Kong Property Development

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

satisfactorily and the sales have been achieving pleasing results.

All of the apartments and houses of Mount Beacon, Kowloon Tong (33.33%
interest) were sold up to 31st December, 2007. As at 31st December, 2007,
the units of Parc Palais, Homantin (10% interest) and Indihome, Tsuen Wan
(50% interest) were substantially sold, representing 98.71% and 98.85% of
total units respectively; and 88.46% of houses of Miami Crescent, Sheung Shui

(50% interest) were already sold.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Hong Kong Property Development (cont’d)

The Zenith (87.5% interest) is a two-phase redevelopment project at Tai Yuen
Street, Wanchai undertaken with the Urban Renewal Authority. 649 units of
phase | were sold up to 31st December, 2007, representing 99.54% of total
units. The commencement of construction work of phase Il is currently re-
scheduled to mid 2009 and the construction work is expected to be completed
in mid 2012.

The Group has also formed two other joint venture projects with the Urban
Renewal Authority. One is located at the junction of Reclamation Street and
Arran Street in Mongkok, construction work of which was completed in February
2008. It provides a single residential tower block comprises 85 units with flat
size ranging from gross floor area of approximate 480 square feet to 1,100
square feet. The pre-sale consent is expected to be received in the first quarter

of 2008 and the launching of this project is currently expected in March 2008.

Another one is located at Larch Street/Bedford Road in Tai Kok Tsui, it will
provide a single residential tower block comprises 182 units with flat size
ranging from saleable floor area of approximate 400 square feet to 1,080
square feet. The superstructure work is in progress and the whole project is
expected to be completed in second half of 2008 and launched in the second
quarter of 2008.

Foundation work of the development project located at Hoi Ting Road and
junction of Hoi Wang Road and Hoi Ting Road, West Kowloon Reclamation
Area (25% interest) has commenced. Residential and retail properties with a
total gross floor area of around 1,095,980 square feet will be developed and

the whole project is expected to be completed in mid 2010.

In May 2007, the Group acquired a site at the junction of Hoi Wang Road,
Yan Cheung Road and Yau Cheung Road, West Kowloon Reclamation Area
(15% interest). The acquisition was completed in June 2007. The total site
area is approximately 86,758 square feet. Residential and retail properties
with a total gross floor area of about 650,684 square feet will be developed.
Foundation work has been commenced and the whole project is expected to

be completed in end 2010.
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14 Chinese Estates Holdings Limited FE ABXEH

Chairman’s Statement

BUSINESS REVIEW (cont'd)

Macau Property Development

The Group had acquired 5 parcels of adjoining land in Taipa, Macau (70.01%
interest) around early 2006. In December 2007, conditional approval has been
granted from relevant authority of Macau for the master layout plan and the
increase of the upper limit of the gross floor area up to approximately 5,786,242
square feet (excluding gross floor area of basement car park) and increase of
the upper limit of the gross floor area of car park up to approximately 2,088,197
square feet subject to the terms and conditions stipulated in the relevant
approval document. It comprises 26 residential tower blocks and will be
developed by four to five phases. The site formation and basement excavation
work contract of phase | has been awarded. The launching of phase | of this

project is re-scheduled to mid of 2008.
Mainland China Property Investment

Evergo Tower, located at Central Huaihai Road in Shanghai, is a 23-storey
office/shopping complex including a 2-storey basement and has a total gross
floor area of around 263,708 square feet for leasing purpose. The average
occupancy rates of the office and retail spaces were 91.13% and 94.88%

respectively for the Year.

Hilton Beijing (50% interest) maintained an average occupancy rate of 86.01%
and achieved a gross operating profit of HK$94.63 million for the Year. Hilton
Beijing is expanding by converting the adjacent auditorium into an executive

tower, under the construction work to be completed in March 2008.

Oriental Place (50% interest), a 10-storey office building next to Hilton Beijing,
was 96.05% let out as of December 2007.

The occupancy rate of the 79 retail outlets with a total area of approximately
29,000 square feet in Lowu Commercial Plaza, Shenzhen was 94.36% in
December 2007.

The residential projects at Dongda Street of Jinjiang District and Yingbin Road of
Jinniu District in Chengdu have respective site area of approximately 194,411
square feet and 795,625 square feet with corresponding gross floor area of
approximately 1.65 million square feet and 3.74 million square feet. Dongda
Street project is at design stage and is expected to be completed in mid 2011.
Yingbin Road project, currently in site formation processes, is expected to be

completed in mid 2010.

goood

gobgoo

gooobo

gbooooooooboobooobooooosoo
gbooooovzoolOomooooooon
goooooooooooooooboobooon
goboooooooooooooooboooon
goooooos7se420 0000000
gbooboooooooooooobooobooon
2,088,1970000000002e000000
goboooooooooooooooboOooon
ooboooooooooooooboooon
ooooooooobood

gboooboogoo

gboooooboooooboooooooo 23
gobobooooboomooboooomoon
gooooogzes7osdooooooooon
0oooobooocoOgOnOoti3ondod.88%0

gooooocmosopdooooooon
gooboooooseolnddooonnoan
946300000 000000000O0OOOOO
gbobooooooooooooooooooon
ooooooo

gobooomosowpdomoooooon
gooooooioooooooooonooon
oooooooo 9e.05%0

gooooooooooooboboooo7oOn
gboooooo2so00000b0b0OoOonOn
94.36%0

goocooobDooooooboooon
oooooocooooogie441ioooan
79562500 00000000000 1,650,000
goooszrz4o000000000000000O
gobooooooooooooooboobooon
goooooooooooooooooooo



Chairman’s Statement

BUSINESS REVIEW (cont'd)

Mainland China Property Investment (cont’d)

The commercial and residential project at South Taisheng Road of Qingyang
District in Chengdu has a site area of about 404,267 square feet with a
development scale of around 3.22 million square feet. The project is also at

design stage and is expected to be completed in early 2012.

A residential land at Huaxinjie Street of Jiangbei District in Chongging (25%
interest), jointly invested with Sino Land Company Limited and C C Land
Holdings Limited, was acquired in July 2007 at a consideration of RMB4.18
billion. The land is located at the north bank of Jialing River, with a site area
of 2,207,546 square feet and a gross floor area of 11.08 million square feet
approximately. The project is at design stage and the land use rights will be

obtained upon full settlement of land cost.

Though the central government's regulatory policies have recently cooled down
the overheated PRC property market, the Group believes that the market with

moderate adjustments will benefit most in long run.
Acquisition of Cosmetics Business

On 29th June, 2007, the Group acquired from Power Jade Limited, an
associate of the Company, its interests in “Kwong Sang Hong" cosmetics
business at a consideration of HK$20 million (the “Acquisition”). Upon
completion of the Acquisition, the Group obtained 100% control over such
cosmetics business. The Acquisition constituted a connected transaction for the

Company.

COMMUNITY RELATIONS

To enhance the community relations, the Group has worked with different
charitable and voluntary organisations to organise various community activities.
During the Year, the Group has supported a variety of charitable activities of
the community such as the “Walk for Millions” by the Community Chest. The
Group has also made donations to various charitable organisations such as
the “Medecins Sans Frontieres Hong Kong”. The Company has registered as
Corporate Member at “Agency for Volunteer Service” and a volunteer team
formed by the staff was also established in 2007, which regularly provides
community services for the needy. In addition, the Company was awarded as

“Caring Company” in 2007/08 in recognition of our good corporate citizenship.
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16 Chinese Estates Holdings Limited 3 ABXEH

Chairman’s Statement

INVESTOR RELATIONS

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

enhancing transparency and investor relations.

The Company has used various channels to disseminate timely information.
They include formal announcements; press releases; press conferences and
analysts presentation meetings after results announcements; regular meetings
and conference calls with institutional investors, fund managers and analysts;
local and overseas roadshows; company and site visits; and extensive use of

the Company website.

During the Year, the management has participated in a total number of 45
company visits, 13 conference calls as well as the following major investor
relations activities, in which the management has met with totally around 400

shareholders, investors and analysts.

Date Events
January »  Property Access Day
February .

March .

Property lunch
Press conference and analysts presentation
meeting for 2006 annual results announcement
+  Roadshows in Hong Kong, Singapore and U.S.A.
April »  Roadshow in Europe
+  Property conference
May +  Property tour in Chengdu, Mainland China

+  Property conference

August « Press conference and analysts presentation
meeting for 2007 interim results announcement
November +  Roadshow in Hong Kong

The Company is one of the constituent stocks of Hang Seng Hong Kong
MidCap Index and Properties and Construction Industry Index in the Hang Seng

Composite Index Series.
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Chairman’s Statement

POST BALANCE SHEET EVENTS

Proposed Transaction with Chi Cheung Investment Company, Limited
(“Chi Cheung”)

On 17th January, 2008, the Group entered into a conditional sale and
purchase agreement with Chi Cheung, in relation to the acquisition of share
interests in and loans to certain subsidiaries of Chi Cheung, subject to the
approval of the independent shareholders of Chi Cheung. The relevant joint

announcement with Chi Cheung was made on 17th January, 2008.

Loss on Fair Value Changes of Listed Securities Investments Included
in Available-for-sale Investments

As announced on 31st January, 2008, the Group had a loss on fair value
changes of listed securities investments included in available-for-sale
investments (the “Loss”) for one month ended 31st January, 2008. It is
estimated that the Loss amounting to approximately HK$3,336.7 million will
be recognised to equity as securities investments reserve of the Group for
one month ended 31st January, 2008. The carrying amount of the gain on
fair value changes of listed securities investments included in available-for-sale
investments accumulated in equity as at 3 1st January, 2008 will amount to

approximately HK$4,807.2 million.
Shareholding in G-Prop (Holdings) Limited (“G-Prop”)

Further to the placing of shares in G-Prop by the Group in June 2007, the
interest of the Group in G-Prop was reduced to 34.99%. G-Prop therefore
ceased to be a subsidiary of the Company and became an associate of the
Company. In October 2007, the interest of the Group in G-Prop was diluted to

13.69% after issue and allotment of new shares in G-Prop.

In February 2008, Mass Rise Limited, a subsidiary of the Company, had
acquired 740,518,325 shares of G-Prop, representing 36.51% shareholding,
at a consideration of approximately HK$120.8 million. Accordingly, the Group
holds 50.20% shareholding in G-Prop and G-Prop became a subsidiary of the
Company.
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18 Chinese Estates Holdings Limited FE ABXEE

Chairman’s Statement

OTHER INFORMATION

Possible Offer

As announced in July 2007, a number of third parties expressed interests in
relation to the possible acquisition of the Company. A further announcement
was made in August 2007 regarding termination of talks with all third parties
and the offer period pursuant to the Hong Kong Code on Takeovers and

Mergers ended on 1st August, 2007.
Zero Coupon Convertible Bonds Due 2010

The Company issued zero coupon convertible bonds in 2005 in a principal
amount of HK$1,810,000,000, due 2010 with a call and put option in May
2007 (“Convertible Bonds").

In January 2007, Convertible Bonds with a total value of HK$4,000,000 were
converted into 573,888 shares at the conversion price of HK$6.97.

On 20th April, 2007, the Company gave a notice to bondholders that
it would redeem all outstanding Convertible Bonds with a total value of
HK$318,500,000 on 21st May, 2007 pursuant to the terms and conditions
of the Convertible Bonds. All the remaining bondholders exercised their
conversion rights and accordingly the Company exercised its cash settlement
option to the relevant bondholders pursuant to the terms and conditions of the
Convertible Bonds. Application for withdrawal of listing of the Convertible Bonds
on the Stock Exchange was made to the Stock Exchange by the Company
which was then effective on 30th August, 2007.
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Chairman’s Statement

PROSPECTS

Despite the uncertain global economic condition, Hong Kong's economic
prospects are expected to be optimistic in the year 2008 under the sustained
rapid economic growth in Mainland China. The cut in interest rate and
improving employment conditions could provide a favourable environment for
our both property development and investment businesses in Hong Kong. In
general, the property markets of Macau and Mainland China should continue to

be satisfactory in the near future.

The Group sees promising future in its core businesses. The Group will
continue to strengthen the value of its investment properties and enhance
returns through redevelopment and renovation works such as Tung Ying
Building, Silvercord and Windsor House. It is expected that the Group will enjoy

substantial rental growth from the future new leases.

In addition to expanding our investment property portfolio in Hong Kong, the
Group will continue to focus on property development in Macau and Mainland
China so as to benefit from the positive economic prospects in these areas,
particularly replenishing its land bank for development projects in the Mainland
China.

The directors of the Company review the share price of the Company and its
underlying net asset value on a regular basis, when the share price represents
a significant discount to its net asset value, the Board will consider repurchase

of its shares on the Stock Exchange.

APPRECIATION

I' would like to take this opportunity to thank the shareholders for their
continuing support. | also thank my fellow directors and staff members for their

dedication and hard work.

On behalf of the Board
Joseph Lau, Luen-hung

Chairman

Hong Kong, 7th March, 2008
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20 Chinese Estates Holdings Limited # A B ¥5E

Financial Operation Review

RESULTS

Turnover for the Year amounted to HK$8,446.9 million (year ended 31st
December, 2006: HK$4,763.8 million), a 77.3% increase over the same
period last year. It was mainly due to the sales proceeds recognised from the
Phase 1 of The Zenith in Wanchai.

For property leasing, despite the lower portion of Windsor House and cinema
portion of Silvercord had been vacant for renovation since late 2006 and were
completed at the end of 2007, the Year still recorded an increase of 15.8% in
rental income from HK$667.9 million in 2006 to HK$773.3 million in 2007
which included full year rental contribution from Laforet in Excelsior Plaza and
Evergo Tower in Shanghai, which were re-opened in July 2006 and acquired
in March 2006 respectively. Rental income from other properties have also

shown a satisfactory increase during the Year.

Gross profit for the Year amounted to HK$1,936.5 million, a 1.1 times increase

as compared with the same period last year.

In relation to property development, presale and sale of The Zenith in Wanchai
(87.5% interest) had been successful since last year. The sales was recognised
during the Year and had contributed a profit to the Group of approximately
HK$757.0 million. Miami Crescent in Sheung Shui (50% interest), Indihome
in Tsuen Wan (50% interest) and Mount Beacon in Kowloon Tong (33.33%
interest) continuously had generated profit of HK$47.4 million (year ended
31st December, 2006: HK$107.8 million), HK$26.1 million (year ended 31st
December, 2006: HK$239.6 million) and HK$308.5 million (year ended 31st
December, 2006: HK$690.0 million) respectively, all of which were included
in share of results of associates. For the sale of Parc Palais in Homantin (10%
interest), a contribution of HK$33.0 million (year ended 31st December, 2006:

HK$51.5 million) was recorded in investment income.
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Financial Operation Review

RESULTS (cont'd)

In respect of the performance of listed securities investments and treasury
products, the Group has recorded profit of HK$1,318.7 million (year ended
31st December, 2006: HK$868.2 million) and HK$1,200.0 million (year
ended 31st December, 2006: HK$689.2 million) before and after finance
costs respectively. The components in the consolidated income statement for
the Year were gross profit of HK$182.7 million (year ended 31st December,
2006: HK$270.9 million), unrealised gain of HK$26.0 million (year ended
31st December, 2006: loss of HK$9.1 million), realised gain on disposals
of available-for-sale investments of HK$888.7 million (year ended 31st
December, 2006: HK$233.0 million), and gain on other treasury products,
dividend and interest income of HK$221.3 million (year ended 31st
December, 2006: HK$373.4 million). Finance costs of HK$118.7 million
(year ended 31st December, 2006: HK$179.0 million) included interest
expense and exchange loss in the sum of HK$106.4 million (year ended
31st December, 2006: HK$156.4 million) and HK$12.3 million (year ended
31st December, 2006: HK$22.6 million) respectively. In addition to profit
recognised in the consolidated income statement, net gains of HK$3,615.1
million was recognised in equity during the Year comprised unrealised gains
on available-for-sale investments of HK$4,505.8 million (year ended 31st
December, 2006: HK$4,211.6 million) and realised gains transfer to income
statement on disposals of available-for-sale investments of HK$890.7 million
(year ended 3 1st December, 2006: nil).

Other income recorded an increase of 4.9% to HK$32.3 million when
compared with the same period last year. Administrative expenses increased
by 22.8% to HK$229.1 million as compared with the same period last
year. Finance costs recorded an increase of 26.9% to HK$575.4 million as

compared with the same period last year.

Other gains and losses recorded a net loss of HK$71.7 million (year ended
31st December, 2006: net gains of HK$57.9 million), including the gain on
disposal of 15.11% in G-Prop (Holdings) Limited (“G-Prop”) and the loss on

cash redemption of the zero coupon convertible bonds.
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22 Chinese Estates Holdings Limited # A B ¥5E

Financial Operation Review

RESULTS (cont'd)

The share of results of associates for the Year decreased by 47.0% to
HK$601.4 million as compared with the same period last year (year ended
31st December, 2006: HK$1,135.2 million), including fair value gains on
investment properties and profits on disposals of Miami Crescent, Indihome

and Mount Beacon.

Profit attributable to equity holders of the parent for the Year was HK$8,195.8
million as compared to HK$7,477.3 million for the same period last year.
The profit for the Year was mainly attributable from the fair value gains on
investment properties, profit on sales of trading properties, gains on listed
securities investments and treasury products and the share of results of
associates generated from the sales of development properties. Earnings per
share was HK$3.599 (year ended 3 1st December, 2006: HK$3.392).

If the major non-cash item of HK$5,463.7 million (2006: HK$5,339.6 million)
is excluded, core profit attributable to equity holders of the parent for the
Year will become HK$2,732.1 million (2006: HK$2,137.7 million) and core
earnings per share will become HK$1.20 (2006: HK$0.97), an increase of
27.8% and 23.7% over 2006 respectively.

The major non-cash item is fair value gains on investment properties together
with their respective deferred tax expenses of HK$5,463.7 million (2006:
HK$5,539.6 million). No impairment loss recognised (2006: impairment loss

recognised of HK$200.0 million) in respect of stock of properties for the Year.

A final dividend of HK18 cents per share in amount of HK$406.9 million for
the year ended 31st December, 2006 (year ended 31st December, 2005:
HK12 cents) and an interim dividend of HK13.5 cents per share in amount of
HK$308.4 million for the half year ended 30th June, 2007 (half year ended
30th June, 2006: HK12 cents) were paid in cash and in form of new shares in
lieu of cash (scrip dividend) during the Year. 31.9% and 68.1% were paid in
cash and in scrip dividend respectively for the final dividend as well as 39.3%
and 60.7% were paid in cash and in scrip dividend respectively for the interim
dividend.
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Financial Operation Review

RESULTS (cont'd)

A final dividend has been recommended at HK22.5 cents (2006: HK18 cents)
per share. Together with interim dividend of HK13.5 cents (2006: HK12 cents)
per share, the total dividend for the Year is HK36 cents (2006: HK30 cents)
per share, representing a total dividend payout of 10.0% (2006: 8.8%). If the
net income on the major non-cash item (per above) for the Year is excluded,
the dividend payout ratio on the core profit for the Year will become 30.0%
(2006: 30.9%).

NET ASSET VALUE

As at 31st December, 2007, the Group's total net asset to equity holders of
the parent amounted to approximately HK$47,162 million (31st December,
2006: HK$35,533 million), an increase of HK$11,629 million or 32.7% when
compared with 31st December, 2006. With the total number of ordinary shares
in issue of 2,300,443,378 as at 31st December, 2007 (31st December,
2006: 2,259,809,483 shares), the net asset value per share to equity holders
of the parent was HK$20.50, an increase of 30.4% over 31st December, 2006
(HK$15.72). The increase in net asset value per share was mainly due to the
fair value gains on listed securities investments and the profit retained for the
Year, including the fair value gains on investment properties and the profit on

sales of trading properties.

Included in the total net asset is deferred tax liabilities of HK$5,345 million
on fair value gains on investment properties. If the deferred tax liabilities are
excluded, the total net asset to equity holders of the parent will become
HK$52,507 million or HK$22.8 per share.

During the Year, the Group had acquired a land in West Kowloon in joint
venture with 15% interest and further acquired an additional land in Chengdu
for development, acquired the remaining 50% cosmetic business, disposals
of certain investment properties, bought and sold listed securities investments
and disposal of 15.119% interest in G-Prop. Other than the existing projects and
those disclosed in the annual report, the Group did not have any future plans

for material investment or capital assets.
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Financial Operation Review

SECURITIES INVESTMENTS

As at 31st December, 2006, the listed securities investments and treasury
products was HK$8,376.4 million. During the Year, the portfolio was reduced
by a net disposal of HK$517.8 million (a decrease of 6.2% over 2006) and
was increased by the release of the fair value liability on the knocked out
derivative financial instruments of HK$65.9 million. After adding the fair value
gains of HK$3,883.5 million (2006: HK$4,202.5 million) for the Year, the listed
securities investments portfolios of the Group reached HK$11,808.0 million at
31st December, 2007, representing 17.7% (31st December, 2006: 14.5%) of

the total assets, which formed part of the Group's cash management activities.

RISK MANAGEMENT

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

and adequate internal audit in the best interests of the Group.

EQUITY

The number of issued ordinary shares as at 31st December, 2007 and 31st
December, 2006 were 2,300,443,378 and 2,259,809,483 respectively.

CONVERTIBLE BONDS

During the Year, HK$4.0 million in principal of the zero coupon convertible
bonds (the “Bonds”) has been converted into 573,888 ordinary shares. In
accordance with Condition 8 of the Terms and Conditions of the Bonds, the
Company has an option to redeem the outstanding Bonds on 21st May,
2007 at 100% of the principal amount. On 20th April, 2007, the Company
had given the notice to the bondholders of the outstanding Bonds to request
the early redemption. All outstanding Bonds in principal of HK$318.5 million
had executed the right to convert the Bonds into shares of the Company (the
“Conversion Right”). The Company took the option by cash settlement to
satisfy the Conversion Right in HK dollars in full. Accordingly, all outstanding
Bonds were settled by cash of approximately HK$571.7 million in May and
June 2007. As at 31st December, 2007, there is no outstanding Bonds.
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Financial Operation Review

DEBT AND GEARING

As at 31st December, 2007, the Group's bank and other borrowings amounted
to HK$12,330 million (31st December, 2006: HK$14,993 million). Cash
and deposit at bank amounted to HK$6,654 million (31st December, 2006:
HK$8,121 million) and net borrowings amounted to HK$5,676 million (31st
December, 2006: HK$6,872 million).

Total debt to equity ratio was 25.9% (31st December, 2006: 41.7%) and net
debt to equity ratio was 11.9% (31st December, 2006: 19.1%), which are
expressed as a percentage of bank and other borrowings, and net borrowings
respectively, over the total equity of HK$47,666 million (31st December,
2006: HK$35,963 million).

The decrease in total and net debt to equity ratio was due to an increase in
total equity and a decrease in total and net borrowings respectively. Increase of
total equity was mainly attributable from the profit retained for the Year and fair

value gains on available-for-sale investments.

Furthermore, if the listed securities investments and treasury products of
HK$11,808 million (31st December, 2006: HK$8,376 million) are included,
there will be net cash position of HK$6,132 million (31st December, 2006:
HK$1,504 million).

At the balance sheet date, the Group’s bank and other borrowings were
denominated in Hong Kong dollars (98.6%) and Swiss Franc (1.4%). Of the
Group's bank and other borrowings of HK$12,330 million, 23.9%, 9.6%,
66.4% and 0.1% were repayable within 1 year, 1 to 2 years, 2 to 5 years and
over 5 years respectively. The Group's bank and other borrowings carrying
interest rates were calculated mainly with reference to HIBOR and the inter-

bank rate. No hedging for interest rate was subsisted at the end of the year.
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Financial Operation Review

PLEDGE OF ASSETS

As at 31st December, 2007, the Group had pledged the following assets:

(@

(b)

(d

The Group's investment properties, property and other fixed assets,
prepaid lease payments, stock of properties and time deposits with
their respective carrying amount of approximately HK$37,048.5 million
(31st December, 2006: HK$30,062.6 million), HK$47.6 million (31st
December, 2006: HK$49.1 million), HK$239.2 million (31st December,
2006: HK$239.8 million), HK$561.9 million (31st December, 2006:
HK$2,829.5 million) and HK$485.7 million (31st December, 2006:
HK$1,086.0 million) were pledged to the Group's bankers to secure

general banking and loan facilities granted to the Group.

The Group's investments held-for-trading with carrying amount of
approximately HK$194.7 million (31st December, 2006: investments
held-for-trading, available-for-sale investments and equity-linked notes
HK$7,258.5 million) was pledged to the Group’s financial institutions to
secure margin and securities facilities granted to the Group in respect
of securities transactions and utilised by the Group as borrowings due
within one year of approximately HK$177.5 million (31st December,
2006: HK$3,924.7 million).

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

Group.

The Group has subordinated and assigned its advances to associates and
advance to an investee company of approximately HK$1,152.0 million
(31st December, 2006: HK$802.1 million) to financial institutions to
secure banking general credit facilities granted to associates and investee

company.
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Financial Operation Review

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income was included in turnover and investment income. Interest
income for the Year was HK$270.8 million, representing a decrease of 43.5%
from that of 31st December, 2006 (HK$479.1 million). Finance costs included
interest expenses on bank and other loans, imputed interest expenses,
exchange difference on foreign currency loans and arrangement, facility and
commitment fee expenses. Excluding imputed interest, interest expenses
for the Year amounted to HK$553.8 million, representing a 36.6% increase
over the interest expenses of HK$405.4 million recorded for the same period
last year. The increase in interest expenses was mainly due to increase in
borrowings during the Year. Interest capitalised for the Year was HK$101.0
million as compared to HK$148.3 million for last year. The average interest rate
over the year under review was 4.81% (2006: 4.74%), which was expressed

as a percentage of total interest paid over the average total borrowings.

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

During the Year under review, the Group employed a total of 300 staff (year
ended 31st December, 2006: 286 staff) (excluding about a total of 270
staff (year ended 31st December, 2006: 253 staff) for estate management
employed under the Group's estate management company, Perfect World

Company Limited).

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

adopted for the Year.
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Financial Operation Review

MAINLAND CHINA AND MACAU

Profit contribution from the Group's investment in the Mainland China (including
gross profit, fair value changes on investment properties and share of results
of associates) for the Year amounted to HK$222.8 million representing
2.7% of the profits attributable to equity holders of the parent (year ended
31st December, 2006: HK$90.2 million). The Group's net investment in the
Mainland China as at 31st December, 2007 amounted to HK$4,295.4 million
(31st December, 2006: HK$1,345.0 million) representing approximately
6.4% of the Group's total asset value and 9.0% of the Group’s net asset value.
Further the Group's net investment in Macau as at 31st December, 2007
amounted to HK$1,660.7 million (31st December, 2006: HK$1,299.9 million)

representing approximately 2.5% of the Group's total asset value.

LISTED SUBSIDIARY

At the year end date, the Group owned 61.96% interest in Chi Cheung

Investment Company, Limited.

LISTED ASSOCIATE

On 4th June, 2007, the Company, through its wholly owned subsidiary, made
a placing of 120,000,000 shares of G-Prop (the “Shares”) at a placing price of
HK$1.50 per Share to independent third parties (the “Placing”). Immediately
upon completion of the Placing, the Shares owned by the Group were
reduced from 397,858,761 Shares, representing approximately 50.10%, to
277,858,761 Shares, representing approximately 34.99%. G-Prop has become
an associate of the Group since 7th June, 2007. The interest has been further
diluted to 13.69% effective 25th October, 2007 after the allotment and issue
of new shares of G-Prop. In consideration of continued exercise the significant
influence by nomination of 2 executive directors in the board of G-Prop, G-Prop

is still an associate of the Group.
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PROPERTY VALUATION oogo

A property valuation has been carried out by Messrs. Norton Appraisals Limited, 000o0oooooooooooooooo
independent qualified professional valuers, in respect of the Group's investment 0000000 oOO0O000OooOoDDDoOoOo
properties as at 3 1st December, 2007 and that valuation was used in preparing 000000oo0oO0o0o0OO0OO0DOoOOoDOoOoOoOoO
2007 financial statements. The Group's investment properties were valued at 000oooo0ooo0oooooouoooo
HK$38,498 million (2006: HK$31,772 million), a 20% increase over 2006 0 0O 0O 0 38,498,0000000 00 OO OOOO
after adjusted for additions and disposals of investment properties during the 31,772,0000000 0 00000000000
Year. The increase in fair value of approximately HK$6,422 million was credited 00000o0o0oooooooooo20%00
to the consolidated income statement for the Year. The Group also shared an 000006422000000 000000000
increase in fair value changes on investment properties of the associates of 00o00o0oo0o0o0oooOoooooooo
HK$59 million (net of deferred tax of HK$8 million) for the Year. Development 00000000000 59000000 00000
properties and non-investment properties of the Group were stated at cost less ooooosgooooo0ddmnooooong
impairment, if any, in the consolidated financial statements. ooooUooOoooUooooUoooooo
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Board of Directors (the "Directors” or the “Board”) and management of
the Company (together with its subsidiaries, the “Group”) are committed to
principles of good corporate governance in safeguarding the interests of the

shareholders and enhancing shareholders’ value.
Additional Measures
As part of the Company’s dedication to good corporate governance, the

Company has adopted additional measures exceeded the Code Provisions (as

defined below) since 2006, highlights of such measures are:
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1. FEES AND EMOLUMENTS

Fees' and emoluments’ entitlement of the two executive directors of the
Company shall not exceed in aggregate an amount of HK$8,000,000 per

annum.

2. GENERAL MANDATE

The Company is committed to propose to the shareholders at annual
general meetings to issue and allot new shares up to 10% of the issued
share capital of the Company. The Company is also committed not to
issue any shares pursuant to the general mandate at a discount of more
than 12% to the benchmarked price (as defined in Rule 13.36(5) of the

Listing Rules), unless approved by an independent board committee.

3. CONNECTED TRANSACTIONS

The Company will ensure that the aggregate of all connected transactions
over any 12-month period not exceeding HK500 million unless

approved by the independent shareholders.

4. INDEPENDENT NON-EXECUTIVE DIRECTORS

The number of Independent Non-executive Directors of the Company will

not be less than 50% of the total number of Directors of the Company.

Details of the above corporate governance measures were included in this
corporate governance report and also set out in the announcement of the
Company dated 28th April, 2006.
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES (cont'd)

Throughout the year ended 31st December, 2007 (the “Year"), the Company
has applied the principles of the Code on Corporate Governance Practices
(the "Code") and complied with the code provisions (the “Code Provisions")
and certain recommended best practices (the “Best Practices”) set out in the
Code contained in Appendix 14 to the Rules Governing the Listing of Securities
(the "Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange"), except for the following deviation:-
Deviation
Chairman and Chief Executive Officer

Mr. Joseph Lau, Luen-hung (“Mr. Joseph Lau"), acts as both the chairman (the
“Chairman”) and chief executive officer (the "CEOQ") of the Company since
December 2006. The Board considers that this structure will not impair the
balance of power and authority of the Board. It currently comprises two Executive
Directors, one Non-executive Director and three Independent Non-executive
Directors (the “INEDs” or “INED"), with INEDs representing 50% of the Board,
which is higher than the Best Practices. Such a high percentage of INEDs in the
Board could ensure their views carry significant weight and it reflects a strong
independence element in the composition of the Board. At present, the Board
also believes that under the leadership of Mr. Joseph Lau as the Chairman and
CEQ, the Board's decision could be made effectively and it is beneficial to the
management and development of the Group's businesses. The Board would still

consider segregation of the roles of Chairman and CEO if and when appropriate.

Enhancement in the year
Retirement by Rotation and Specific Term of Office

To ensure better compliance with the Code, relevant amendments to the
Company's Bye-laws were approved by shareholders at the annual general
meeting held on 15th May, 2007 to provide that no Director (save for the
executive chairman and any managing director) shall hold office for a continuous
period in excess of three years, or past the third annual general meeting,
following the Directors' appointment or re-election, whichever is longer, without
submitting himself/herself for re-election at the annual general meeting of the
shareholders. As a result, Directors (save for the executive chairman and any
managing director) shall retire by rotation at least once every three years and a
specific term of office has been fixed for appointment of Directors (save for the

executive chairman and any managing director).
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CORPORATE GOVERNANCE PRACTICES (cont'd)

Enhancement in the year (cont’d)
Retirement by Rotation and Specific Term of Office (cont'd)

However, according to the Private Act for incorporating the Company as an
exempted company under the laws of Bermuda in 1989, it is stipulated that
the executive chairman and any managing director should not be required to
retire by rotation. As the Company is bound by the provisions of the Private
Act, the Bye-laws cannot be amended to fully reflect the requirements of the
Code. In order to comply with the Code Provisions, the Chairman and CEO of
the Company is willing to voluntarily retire from his directorship at future annual
general meetings of the Company at least once every three years, and being
eligible, will offer himself for re-election at the relevant annual general meetings.
Mr. Joseph Lau is willing to retire voluntarily at the forthcoming annual general

meeting and being eligible, offer himself for re-election.

Every Director will therefore retire either by rotation under the Bye-laws or
voluntarily at least once every three years and will subject himself/herself to the
absolute and free choice of the shareholders for re-election at the annual general

meetings.

THE BOARD

Board Composition

The Board comprises two Executive Directors and four Non-executive Directors.
The Directors’ biographies are available on the Company’s website. The
relationship among the Board members are set out in the Profiles of Directors
and Senior Executives of this annual report. Save as disclosed in the Profiles
of Directors, there is no financial, business, family or other material/relevant

relationship among the Directors.

Under Rule 3.10(1) of the Listing Rules, the board of directors of a listed
company must include at least three independent non-executive directors. The
Best Practices recommend that at least one-third of the directors should be

independent non-executive directors.
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THE BOARD (cont'd)

Board Composition (cont'd)

The Company considers that it is important for the Board to include a balanced
composition of Executive Directors, Non-executive Directors and INEDs, so
that there is a strong independent element on the Board which can effectively
exercise independent judgment on the actions of the Company. The Board
currently comprises two Executive Directors, one Non-executive Director and
three INEDs, with INEDs representing 50% of the Board, which is higher than
the Best Practices. The Company is committed that the number of INEDs will
not be less than 50% of the total number of the directors and the minimum
number of independent non-executive directors required by Rule 3.10(1) of
the Listing Rules. In the event that the number of INEDs falls below 50% of the
total number of Directors, the Company will take remedial action and fulfill the

requirements set out above within 14 days.

The Non-executive Directors with diversified expertise, skills and experience
play an important role on formulating strategy and ensuring that the Board
maintains high standards of corporate governance as well as taking the lead
where potential conflict of interests arise. The Board has received from each
INED a written annual confirmation of their independence and satisfied that
their independence up to the date of this report is in accordance with the Listing

Rules.

To enhance the Directors’ consciousness on the importance of the directors’
duties under common law and to comply with the requirement of the
Companies Registry, a “Non-statutory Guidelines on Directors’ Duties” in which
the general principles a director should follow in the performance of his/her

functions and exercise of his/her powers has been distributed to the Directors.
Board Meeting

The Board meets regularly throughout the Year to discuss the overall strategy, the
operational and financial performance of the Group. Four regular Board meetings
were held during the Year with advance notice of not less than 14 days were
served upon each Director. Individual attendance of each Director is indicated in
the table appeared on next page. All accompanying Board papers were sent to
the Directors in a timely manner and at least 3 days before the Board meetings.
Adequate explanation and information were given to the Directors by the
management to facilitate the Directors in decision-making. Each Director has to
declare interest and abstain from voting on any Board resolution in which he/she
or any of his/her associates has a material interest in accordance with the Bye-

laws of the Company.

AnnualReport2007 OO OODOOO 33

ooogo

gomoo

ooooooooo

gooboooboboooooooobobobo
goooooooooooooobooboOooon
goobooooooobobooooboooo
gooooOoooooooooooooon
gooboooobooboboooobobobo
oooooooooooooooonsosndn
goobooooobooboboooobobobo
ooooo0oooooOogsckooooon
oHoooo0oooooooooooo0oo
ooboooooooooooooonn 50%0
goooooooooboooobooog
od

oooooooooooOooooooooon
ooooooooooooooooooooon
goooooooooooobooooooon
ooooooooooboooooooooooo
oooooooooooooooooooon
gooooooooooooooobooo

oooocoo0ooOoO0oooOooocOonooooon
oobooooooooooooOoooOoboon
ooooooooooOoOoOooCcmoOooon
ooboooooooooooocoooooon
od

oooon

oooooooooooooooooOooon
oobooobooooooOooooooOooonn
ooooooooOoooOoO0ooOoOooooon
ooooooOoooboooooooooooDn
ooooooooooocOoO0oooooooon
ooooooOoooooooooooooonn
oooooo0ooooooO0oOooOoOoooOoonn
ooboooooooooooOooooooDon
oooooooooooo0oooooooon
oo



34 Chinese Estates Holdings Limited # A B ¥5E

Corporate Governance Report Oooogn
THE BOARD (cont'd) 00mo0
Board Meeting (cont'd) oooooioo
Attendance Records of Board Meetings 000000000
Attendance
gogd
Executive Directors oooo
Mr. Joseph Lau, Luen-hung oooog 4/4
(Chairman and Chief Executive Officer) moooooooo
Mr. Lau, Ming-wai ooooo 4/4
Non-executive Director ooooo
Ms. Amy Lau, Yuk-wai ooooog 4/4
Independent Non-executive Directors 0oo0ooooo
Mr. Chan, Kwok-wai ooooo 4/4
Mr. Cheng, Kwee oooo 3/4
Ms. Phillis Loh, Lai-ping ooooog 4/4
Average attendance rate ooo0oo 96%
Dates of meeting oooo 14/03/2007
26/06/2007
03/08/2007
26/11/2007

The agenda of each Board meeting is set by the Chairman in consultation
with members of the Board such that they are given an opportunity to include
agenda items. On an on-going basis, senior executive(s) provides the Directors
with operational and financial reports of the Group's performance, position
and prospects. All the Directors are kept informed of and duly briefed of major
changes and information that may affect the Group’s businesses in a timely
manner. Draft and executed Board minutes were sent in good time to all the
Directors for their comment and records respectively. Minutes of the Board
meetings recorded in sufficient details were kept by the Company Secretary.
Directors could have recourse to seek independent professional advice in
performing their duties at the Company’s expense and are encouraged to access

and to consult with the Company's senior management independently.
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THE BOARD (cont'd)

Board and Management Functions

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

appointment and other significant financial and operational issues.

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

Group.
Directors’ Insurance

The Company has arranged appropriate liability insurance to indemnify its
the Group's directors for their liabilities arising out of corporate activities. The

insurance coverage is reviewed on an annual basis.

BOARD COMMITTEES

The Board has established the following committees with clear written terms of
reference which are of no less exacting terms than those set out in the Code:

Audit Committee and Remuneration Committee.
Audit Committee
Composition and Role

The Audit Committee was formed to review the Group's corporate governance,
financial reporting, internal control, risk management and make relevant
recommendations to the Board. The Audit Committee is made up of three
INEDs, namely Mr. Chan, Kwok-wai, Mr. Cheng, Kwee and Ms. Phillis Loh, Lai-
ping and chaired by Mr. Chan, Kwok-wai. One of the committee members
possesses appropriate professional qualifications, accounting or related financial

management expertise as required under the Listing Rules.
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BOARD COMMITTEES (cont'd)

Audit Committee Meetings

The Audit Committee met two times during 2007, on 12th March and 2nd
August. All members and senior executive(s) of the Company attended both
meetings with the Company’s external auditors (the “Independent Auditors”)
presented at the meeting of 12th March, 2007 to review their audit findings,
the accounting principles and practices adopted by the Group, the requirements
of the Listing Rules and statutory compliance, and to discuss auditing, internal
control, risk management and financial reporting matters (including the interim
and annual accounts for the six months ended 30th June, 2007 and for the
year ended 31st December, 2007 respectively before recommending them
to the Board for approval). All accompanying meeting papers were sent to the
members in a timely manner and at least 3 days before the meetings. Draft and
executed meeting minutes were sent in good time to all the members for their
comment and records respectively. Minutes of meetings recorded in sufficient
details were kept by the Company Secretary. Sufficient resources had been
given to the Audit Committee to allow it to discharge its duties and the senior
management were co-opted to join the meetings of the Audit Committee to
explain the financial and business conditions of the Company to the committee

members from time to time.
Independent Auditors

In order to enhance independent reporting by Independent Auditors, INEDs
hold meeting(s) with the Independent Auditors without the presence of the
Executive Directors. In addition, the engagement partner of the Independent
Auditors is subject to periodical rotation, and the nature and ratio of annual
fees to Independent Auditors for non-audit services and for audit services are
subject to scrutiny by the Audit Committee. A policy of non-audit services from
Independent Auditors was established. The Audit Committee considers whether
there are clear efficiencies and value-added benefits to the Company from that
work being undertaken by the Independent Auditors; whether there is adverse
effect on the independence of their audit work or the perception of such
independence; the nature of the non-audit services envisaged to be provided by
the Independent Auditors; and the related fee levels individually and in aggregate
relative to the audit fees. In addition, a policy restricting the employment of
employees or former employees of Independent Auditors as senior executives

or for financial positions with the Group has also been in place.
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BOARD COMMITTEES (cont'd)

Independent Auditors (cont'd)

During the Year, the Independent Auditors provided audit services for auditing
the consolidated financial statements of the Group for the year ended 31st
December, 2007 at a fee of HK$2,000,000. Engagement agreement with the
Independent Auditors had been reviewed by the Audit Committee and approved
by the Board. The Independent Auditors did not provide any non-audit services

to the Group during the Year.

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

audit and reporting obligations.

The Audit Committee is satisfied with the findings of their review of the process

and effectiveness, independence and objectivity of the Independent Auditors.
Remuneration Committee
Composition, Role and Meetings

The Remuneration Committee comprises all INEDs, namely Mr. Chan, Kwok-wai,
Mr. Cheng, Kwee and Ms. Phillis Loh, Lai-ping. Mr. Chan, Kwok-wai acts as the
chairman. It is responsible for approval and annual review of the remuneration
policy for all Directors and senior executives. It would consult the Chairman and
CEO on the remuneration proposals whenever it thinks fit. The Remuneration
Committee held two meetings in 2007, on 12th March and 2nd August (with
100% attendance rate), to review and approve the Directors’ and senior
executives’ remuneration as well as to recommend to the Board the annual
remuneration of INEDs for the Year. Professional advice and sufficient resources
support will be given to the Remuneration Committee whenever it considers
necessary in order to discharge its duties. Draft and executed meeting minutes
were sent in good time to all the members for their comment and records
respectively. Minutes of meetings recorded in sufficient details were kept by the

Company Secretary.
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BOARD COMMITTEES (cont'd)

Remuneration Policy for Executive Directors

The primary goal of the remuneration policy on executive packages is to
enable the Company to retain and motivate Executive Directors by linking their
compensation with performance as measured against corporate objectives. In
determining guidelines for each compensation element, the Company refers
to remuneration surveys conducted by independent external consultants on
companies operating in similar business. Under the policy, a director is not

allowed to approve his own remuneration.

The Listing Rules require disclosure of the compensation and emolument
payable to each director in the accounts and annual reports of listed companies.
Save for such disclosure requirements, there are no stipulations on maximum
limit of emolument payable to the directors. As part of the policy to be observed
by the Company in respect of the determination of the remuneration of the
Executive Directors, the Company will, observe that save with the prior approval
of an independent board committee comprising only the INEDs, all fees and
emoluments paid to Mr. Joseph Lau and Mr. Lau, Ming-wai, who are currently the
Executive Directors, and their associates (as defined in Rule 1.01 of the Listing
Rules as extended by Rule 14A.11(4) of the Listing Rules), will not exceed
in aggregate an amount of HK$8,000,000 each year, plus any adjustment by
reference to the changes in consumer price index published by the Government
of the Hong Kong Special Administrative Region. The total emoluments paid to
the Executive Directors for the Year were HK$4,800,000.

Remuneration Policy for Non-executive Directors

The Directors' fees of Non-executive Directors are subject to annual assessment.
Reimbursement is allowed for out-of-pocket expenses incurred in connection
with the performance of their duties including attendance at the Company's

meetings.

The total Directors' fees paid to the INEDs for the Year were HK$540,000.
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BOARD COMMITTEES (cont'd)

Nomination Committee

No Nomination Committee is established. At present, the Board is responsible
for the appointment of directors, evaluation of the Board's composition and the
management of the Board's succession with reference to certain guidelines.
These guidelines include appropriate professional knowledge and industry
experience, personal ethics, integrity and personal skills as well as time
commitments of the Board members. It carries out the process of selecting
and recommending candidates for directorship including the consideration of
referrals and engagement of recruitment firms, whenever necessary. The Board
also reviews and recommends the re-appointment of retiring Directors for
shareholders' approval at the annual general meetings. The Board shall exercise
its power under Bye-law 94 of the Company to appoint additional director(s)

whenever the business of the Company requires.

SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities transactions
by Directors on terms no less exacting than the required standard set out in
Model Code for Securities Transactions by Directors of Listed Issuers under
Appendix 10 to the Listing Rules (the “Model Code"). All Directors, after specific
enquiries by the Company, confirmed that they have complied with the required
standard set out in the Model Code and the said code of conduct during the
Year. All the relevant employees who, because of office or employment is likely
to be in possession of unpublished price sensitive information in relation to the
Group or its respective subsidiaries’ securities have been requested to follow the
code for securities transactions by relevant employees, being guidelines written
on no less exacting terms than the Model Code, when dealing in the securities

of the Company.

GENERAL MANDATES TO ISSUE SHARES

The Listing Rules provide that if a general mandate to issue and allot shares
has been obtained from the shareholders, the directors may issue and allot
shares up to 20% of the aggregate nominal amount of the issued share capital
of the listed company as at the date of the passing of the relevant resolution.
The Listing Rules further provide that in the case of a placing of shares for cash
consideration, a listed company may not issue any shares pursuant to the
general mandate if the relevant price represents a discount of 20% or more to
the benchmarked price of the shares as determined in accordance with Rule
13.36(5) of the Listing Rules (the “Benchmarked Price”).
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GENERAL MANDATES TO ISSUE SHARES (cont'd)

To further safeguard the interests of the shareholders and to ensure that minority
shareholders’ interests will not be unfairly diluted, the Company will only be
seeking a general mandate at the forthcoming annual general meeting of the
Company, to issue, allot and deal with further shares representing 10% of the
aggregate nominal amount of the issued share capital of the Company as at the

date of passing of the relevant resolution.

In addition, notwithstanding that the proposal for the general mandate to be
granted is unconditional, the Company is committed not to issue any shares
under the general mandate if the issue price of the shares represents a
discount of more than 12% to the Benchmarked Price, unless approved by an

independent board committee.

INTERNAL CONTROL

The Board is responsible for maintaining an adequate system of internal control
in the Company and reviewing its effectiveness through the Audit Committee.
The senior management is responsible to the implementation of such system of
internal control. The internal auditors are responsible to review relevant financial,
operational and compliance controls and risk management functions and then

report their findings and advice to the Audit Committee.

Annual Review

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

internal control of the Group and concluded that:

(1)  the Company has complied with the code provisions on internal control

during the Year;

(2) a framework of prudent and effective controls has been established to

identify, evaluate and manage the risks;

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

adequate;

(4) significant risks that may influence the Group have been identified,

evaluated and managed through ongoing monitoring process; and

(5) material transactions are executed with the management's authorization.
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INTERNAL CONTROL (cont'd)

Internal Audit

Besides, an internal audit function has also been established with the key tasks

to:

(1) review all aspects of the Group's activities and internal control with
unrestricted direct access right to any levels of management whenever it

considers necessary;

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

on a regular basis; and

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

by the management for corrective actions.

CONNECTED TRANSACTIONS

In accordance with Rule 14A.32(1) of the Listing Rules, a connected transaction
on normal commercial terms where each of the percentage ratios (other
than the profits ratio) is less than 2.5% is only subject to the reporting and
announcement requirements set out in Rules 14A.45 to 14A.47 and is exempt
from the independent shareholders’ approval requirement of Chapter 14A of
the Listing Rules. To achieve higher transparency and to limit the transaction
amount of connected transactions of the Company, the measures have set
out much stricter compliance standards in respect of connected transactions.
The Company aggregates the connected transactions entered into with any
connected person in any 12-month period and will not enter into any further
connected transaction(s) without first obtaining the approval of the independent
shareholders of the Company if the aggregate amount of the connected
transactions exceeds HK$500 million, representing approximately 0.75% of the
total assets of the Company as at 3 1st December, 2007, in any such 12-month

period.

Connected transactions that have been approved separately by the independent
shareholders in compliance with the Listing Rules will not be counted towards

the HK$500 million limit over any 12-month period described above.
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COMMUNICATIONS WITH SHAREHOLDERS

The Company acknowledges that general meetings are good communication
channel with shareholders that the Directors and the chairman of Board
committees are encouraged to attend and to answer questions at the annual
general meetings. The Directors, the chairman of the Audit Committee and the
Remuneration Committee and also Independent Auditors had attended and
were available to answer questions at the 2007 annual general meeting (the
"AGM").

Procedures for demanding a poll were set forth in a circular accompanying
the notice of the AGM. At the commencement of the AGM, the chairman had
explained the procedures for demanding a poll to the shareholders and the
shareholders were allowed to raise any question conceming the poll procedures.
At the AGM, separate resolutions were proposed by the chairman of the AGM

and put forward to the shareholders to vote by poll.

As a channel to promote effective communication, the Company maintains
a corporate website (www.chineseestates.com) to disseminate the Group's
information. Investor Relations Department is responsible to answer enquiries

raised by the investors of the Company and the general public.

For enhancement of proper dissemination of information, all Directors and
relevant senior executives of the Company had attended a seminar in relation to
price-sensitive information disclosure conducted by a legal firm during the Year.
A corporate communications manual which provides guidance for coordinating
the disclosure of material information to investors, analysts and media, identifies
who may speak on the Company's behalf, and outlines the responsibility for

communication with various stakeholder groups has also been in place.

The above corporate governance practices will be reviewed, amended and
revoked from time to time as considered necessary by the Board and its

committees.
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Directors’ Report

The directors of the Company (the “Directors” or the “Board”) present to
the shareholders their report together with the audited consolidated financial
statements of the Company and its subsidiaries (the “Group”) for the year
ended 31st December, 2007 (the “Year").

PRINCIPAL ACTIVITIES

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

trading.

SEGMENT INFORMATION

The Group's turnover and contribution to profit from operations analysed by
principal activities are set out in notes 7 and 8 to the consolidated financial

statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company's principal subsidiaries and associates as at 31st
December, 2007 are set out in notes 56 and 57 to the consolidated financial

statements respectively.

RESULTS AND APPROPRIATION

The results of the Group for the Year are set out in the consolidated income

statement on page 59.

The Directors had declared an interim dividend of HK13.5 cents (2006: HK12
cents) per share. The Board resolved to recommend the payment of a final
dividend of HK22.5 cents for the Year (2006: HK18 cents).

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last five

years is set out on pages 162 and 163.
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Directors’ Report

INVESTMENT PROPERTIES

During the Year, the Group did not acquire any leasehold properties (2006:
HK$869,796,000). Investment properties with an aggregate net book value of
approximately HK$101,011,000 (2006: HK$73,524,000) were disposed of
during the Year.

Details of this and other movements in investment properties during the Year

are set out in note 21 to the consolidated financial statements.

PROPERTY AND OTHER FIXED ASSETS

Movements in property and other fixed assets during the Year are set out in

note 22 to the consolidated financial statements.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group as at 3 1st December, 2007 are
set out on pages 164 to 184.

SHARE CAPITAL

Movements in the share capital of the Company during the Year are set out in

note 46 to the consolidated financial statements.

RESERVES

Movements in the reserves of the Group during the Year are set out on pages
62 and 63.

PRE-EMPTIVE RIGHTS

No pre-emptive rights exist at the laws of Bermuda, being the jurisdiction in

which the Company is incorporated.
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Directors’ Report Oooooo
PURCHASE, SALE OR REDEMPTION OF LISTED Jodoooooogoogd
SECURITIES

Save as disclosed, neither the Company nor any of its subsidiaries had 000000000000 000000o00o0
purchased, sold or redeemed any of the Company's listed securities during the 00000000000 ooooooooo

Year. od

CHARITABLE DONATIONS gogd

Charitable donations made by the Group during the Year amounted to 000oooooooooooo 17,019,0000
HK$17,019,000 (2006: HK$390,000). Ooo0Oo0ooO3so00000M
DIRECTORS 0o

The Directors during the Year and up to the date of this report were: 000000000o0ooooooooo

Mr. Joseph Lau, Luen-hung (Chairman and Chief Executive Officer) ooo0oWwoooooooo

Mr. Lau, Ming-wai ooooo

Ms. Amy Lau, Yuk-wai ooooo

Mr. Chan, Kwok-wai* ooooox*

Mr. Cheng, Kwee* oooo*

Ms. Phillis Loh, Lai-ping* ooooo*

*  Independent Non-executive Director * 00O0oOooo

Mr. Joseph Lau, Luen-hung, Mr. Chan, Kwok-wai and Ms. Amy Lau, Yuk-wai will Jo0oD0DooOooDOOonioooooooog

retire from office at the forthcoming annual general meeting and, being eligible, 0000000000000 00000000
will offer themselves for re-election in accordance with Bye-law 111 of the 00000000000 OoO0oDOOoOoooOn
Bye-laws of the Company. The retirement of Mr. Joseph Lau, Luen-hung is on O0o00o0o0ooOo0oOO0ooO0oooOoooOoo
voluntary basis. The relevant details of Mr. Joseph Lau, Luen-hung's voluntary 0000000000000 00ooOoooo
retirement by rotation are stipulated in “Corporate Governance Practices” 00000000000

section under Corporate Governance Report of this annual report.
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Directors’ Report Oo0oood
DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS Oo0oooooooooon
IN THE SECURITIES OF THE COMPANY AND oo0oooooood

ASSOCIATED CORPORATIONS

As at 31st December, 2007, the interests and short positions of the Directors 000000 0O0o0OOo0OooOoooooooo
and chief executives of the Company in the shares, underlying shares and 0000000000000 moooooo
debentures of the Company or any of its associated corporations (within the 0000 ooooooomoxvooooo
meaning of Part XV of the Securities and Futures Ordinance (the "SFO")) as 000000000000 oooooooo
recorded in the register kept by the Company pursuant to section 352 of the 00000ooo0oO0o0o0o0ooooooooss20
SFO or as otherwise notified to the Company and The Stock Exchange of Hong 00000000000000000000OO0
Kong Limited (the “Stock Exchange”) pursuant to the Appendix 10 of Model OdDo0000noo0oOooooooOooon
Code for Securities Transactions by Directors of Listed Issuers contained in the 000000000 oDoo0ooooooon
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing 0Moo0oooooooo

Rules") are as follows:—

| The Company

ggo
Percentage
Number of Shares of Issued
Name of Directors (ordinary share)  Note Capacity Share Capital
good goomooono od og gooooooo
Joseph Lau, Luen-hung (“Mr. Joseph Lau") 230,984,820 (1) Founder and beneficiary of trust
goOooooooom goooooobog
999,416,030 ) Founder and beneficiary of trust
goooooobog
1,230,400,850 53.48%
Lau, Ming-wai (“Mr. MW Lau") 230,984,820 m Beneficiary of trust
ooOoooooom goooo
999,416,030 ) Beneficiary of trust
goooo
4,000 3) Other interests
ooog

1,230,404,850 53.48%



Directors’ Report

DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont'd)

Notes:

(1) These shares were indirectly owned by a discretionary trust of which Mr. Joseph
Lau was the founder. Mr. Joseph Lau, Mr. MW Lau and certain other family
members of Mr. Joseph Lau were eligible beneficiaries of that trust.

(2)  These shares were held by a unit trust of which Mr. Joseph Lau was one of the
unit holders. The rest of the units in the unit trust were held by a discretionary trust
of which Mr. Joseph Lau was the founder. Mr. MW Lau and certain other family
members of Mr. Joseph Lau were eligible beneficiaries of the discretionary trust.

(3)  These shares were held under the estate of Ms. Theresa Po, Wing-kam, the late
mother of Mr. MW Lau, of which Mr. MW Lau is the executor.

Il Associated Corporation of the Company
gooooooo

Chi Cheung Investment Company, Limited (“Chi Cheung”)
gooooDooOoooon

Number of Shares
Name of Director
oooo

(ordinary share)
goooooon

Mr. Joseph Lau
goooo

209,931,186

Note: Mr. Joseph Lau by virtue of his 53.48% interests in the issued share capital of
the Company as disclosed in paragraph | above, was deemed to be interested in
209,931,186 shares of Chi Cheung held by Billion Up Limited, a wholly-owned
subsidiary of Lucky Years Ltd. which in turn was the wholly-owned subsidiary of
the Company.

All the interests stated above represent long positions. The percentage shown
was the number of shares the relevant Directors were interested in expressed

as a percentage of the number of issued shares as at 3 1st December, 2007.

Save as disclosed above, none of the Directors and chief executives of the
Company had or were deemed under the SFO to have any interests or short
positions in the shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of the SFO)
as at 31st December, 2007.

During the Year, none of the Directors and chief executives of the Company
nor their spouses or children under 18 years of age were granted or had
exercised any right to subscribe for any securities of the Company or any of its

associated corporations.

Interest in controlled corporation
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Percentage

of Issued

Capacity
oo gooooooo

Share Capital

61.96%
ooooooocoo

poooooOoOOIDOoCoOoOOoOOOOOOOOO
0000000053480 0000000
0000000000000 Lucky Years Ltd.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE

SECURITIES OF THE COMPANY

As at 31st December, 2007, so far as are known to any Directors or chief
executives of the Company, the following parties (other than Directors or
chief executives of the Company) were recorded in the register kept by the
Company under section 336 of the SFO, or as otherwise notified to the

Company, as being directly or indirectly interested or deemed to be interested

in 5% or more of the issued share capital of the Company:

Number of Shares

Name of Substantial Shareholders (ordinary share)
gooooo ooomoooo
GZ Trust Corporation 1,230,400,850
Global King Ltd. 999,416,030
Joseph Lau Luen Hung Investments Limited 230,984,820
The Children's Investment Fund 200,377,418

Management (UK) LLP

The Children's Investment Master Fund 200,377,418
Favor Gain Limited (“Favor Gain") 150,036,697
Thomas Lau, Luen-hung (“Mr. Thomas Lau") 150,036,697

ooooooooom

UBS AG 212,086,076

gobgoon

gomod
Note Capacity
oo oo
m, @ Trustee, beneficiary of

a trust and interest in
controlled corporation
goooooobooood
oooooooogoo

@) Trustee
ood

2 Beneficial owner
ooooo

3) Investment manager
good

3) Beneficial owner
goooo

%) Beneficial owner
ooooo

4) Interest in

controlled corporation
gooobooooo

Beneficial owner,
person having a security
interest and interest in
controlled corporation
gooooo
goooboooobo
gooooooogoo

goboboooobbogoon

gooooOoooooooboooOooOooon
gooboOoOooooooocoboooooon
03ze00000000000O00000O0OO
gooooooooooooooobobooon
gdspddooooomoooooooon

Percentage

of Issued

Share Capital
oooooooo

53.48%

43.44%

10.04%

8.71%

8.71%

6.52%

6.52%

9.21%
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY (cont'd)

Notes:

(1) GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of
which Global King Ltd. was the trustee and therefore was regarded as interested
in the same parcel of shares held by Global King Ltd. These shares were the same
parcel of 999,416,030 shares of the Company referred to in both “Founder and
beneficiary of trust” and “Beneficiary of trust” of Mr. Joseph Lau and Mr. MW Lau
respectively under “Directors’ and Chief Executives' Interests in the Securities of
the Company and Associated Corporations” as disclosed in paragraph | above.

(2)  GZ Trust Corporation as trustee of another discretionary trust held the entire
issued share capital of Joseph Lau Luen Hung Investments Limited and therefore
was regarded as interested in the same parcel of shares held by Joseph Lau Luen
Hung Investments Limited. These shares were the same parcel of 230,984,820
shares of the Company referred to in both “Founder and beneficiary of trust”
and “Beneficiary of trust” of Mr. Joseph Lau and Mr. MW Lau respectively under
“Directors’ and Chief Executives' Interests in the Securities of the Company and
Associated Corporations” as disclosed in paragraph | above.

(3)  The Children's Investment Fund Management (UK) LLP as investment manager of
The Children's Investment Master Fund (“TCI") held the 200,377,418 shares of
the Company for the benefit of TCI.

(4)  Mr. Thomas Lau was deemed to be interested in the 150,036,697 shares of the
Company by virtue of the SFO as he owned the entire issued share capital of
Favor Gain.

All the interests stated above represent long positions. As at 31st December,
2007, no short positions were recorded in the register kept by the Company
under section 336 of the SFO.

ooogo

goooboobbooogd

gon

ooo

(1) GZ Trust Corporatiotl 0 0D 0 00O O0O0OOO
0000000 Global KingtdOODDODOOOO
0000000000000 Global King Ltd.
gooo0oooo0ooooOooooobooono
00000000000 000ooooboo00oo
gooooOo0ooOoo0oOoooooboooobooon
goooo0o0O0o0oO0oO0OoO0oooOooooon
go0oDo0O00Oo9994160300000000

(2)  GZ Trust Corporatioll 0 0D 00 O0ODOOOOO
0 O 00 O Joseph Lau Luen Hung Investments
LimitedD DD ODOO0OO0DDOOOOODO Joseph
Lau Luen Hung Investments Limited 0 0 0 0 O O
gooo0oO0oOoooooOoOoO0OO0O0Ib0o000ob
goooooooOoOoO0OO0OO0OO0O0O000000
00o0oo0ooOo0o0o0oO0o00O0OO0Ob0O0oon
gooO0o0oo0oO0OoboooOo0ooboooOooon
002309848200 000000

(3)  The Children’s Investment Fund Management (UK)
LLPO O The Children’s Investment Master FundD] TCICTI
goooooTddoDOon2003774180 0
goooo

(4 0DO0O0DOO0OO0ODFavorGanODOO0OOO0DOO
pgoooooooOOoOOO0OOOOO0OO00O0000
150,0366970 000000000

ooooO0O0000oOoOoooO0oO0OO0ooOoon
oboooooobDoO0oonbOOoO0OoonOn 336
oooooooocoooooooon
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DIRECTORS" INTERESTS IN COMPETING
BUSINESSES

goboboooooboon

oobooOooooooooooooooOooon
gobOooooooooooooooooon
ooooooo

During the Year, the following Directors declared their interests in the following
companies with businesses which competed or were likely to compete, either

directly or indirectly, with the businesses of the Group:

Nature of Business

Considered to Compete or
Nature of Interest
of the Directors
in the Companies

Likely to Compete with the
Businesses of the Group
gooooooobo

Name of Directors
ooood

Mr. Joseph Lau
googoo

Name of Companies
ooogd

* Chi Cheung and its subsidiaries
*Opoooooo

gooooooobo
ooooooo

Property investment and
development
gooooog

gboooooo
ooooo

Having certain deemed
interests in Chi Cheung
and as director of certain

subsidiaries of Chi Cheung
goooboooboooDo
oooooooooooboo

Mr. MW Lau
goooo

* G-Prop (Holdings) Limited (“G-Prop”)
0 O and its subsidiaries
‘00000000000 m
goooooon

* Chi Cheung and its subsidiaries
*Oooooooo

Property investment
good

Property investment and
development
ooooooo

Having certain deemed
interests in G-Prop

gbooooooooo

Having certain deemed
interests in Chi Cheung
and as director of certain

subsidiaries of Chi Cheung
oooooooooogod
ooooooooooboooo

* G-Prop and its subsidiaries
*foOooooooo

* non wholly-owned listed subsidiary of the Company

Company as at 31st December, 2007. The Group's interest in G-Prop reduced to

ceased as a non wholly-owned listed subsidiary or a listed associate of the

34.99% in June 2007 and further reduced to 13.69% in October 2007.

Property investment
good

Having certain deemed
interests in G-Prop and

was the chairman of G-Prop

and director of certain
subsidiaries of G-Prop

gbooobooboooo
oobooooooogd

ooooobooood

* gooobooooooooooo

* gooooooooOoO0oO0oO0oO0O0O0O0o0oOoo
goooooooOoOoO0oOO0OO0O0O0O0O000o

O0000000000000000 34.99%
gooboO0o0o0o0ooo 13.69%0
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DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (cont'd)

Mr. Joseph Lau and Mr. MW Lau (collectively “Lau’s family”) had personal
interests in private companies engaged in businesses consisting of property
development and investment in Hong Kong as well as securities investment.
Mr. Joseph Lau had personal interests in private companies engaged in money
lending business. As such, they were regarded as being interested in such
businesses, which competed or might compete with the Group. However,
when compared with the dominance and size of operations of the Group, such

competing businesses were immaterial.

Other than the businesses of the private companies of Lau's family, the above-
mentioned businesses were managed by separate publicly listed companies
with independent management. The respective board composition of such
listed companies are different and separate. In this respect, coupled with
the diligence of its Independent Non-executive Directors (whose views
carry significant weight in the Board's decisions) and the independent audit
committee, the Group was capable of carrying on its businesses independently
of, and at arm'’s length from, the businesses of the above companies. In
addition, Mr. MW Lau resigned as the chairman of G-Prop and director of

subsidiaries of G-Prop on 1st June 2007.

For better delineation of property investment business, the Company, will give
Chi Cheung, the non wholly-owned listed subsidiary, the priority over the future
property investment project with the value of less than or equal to 50% of the
net asset value of Chi Cheung with reference to the latest published accounts

and subject to the financial resources of Chi Cheung from time to time.

The Company, through its subsidiary, has a 50% interest in Power Jade Limited
(“Power Jade"). The other shareholder of the 50% interest in Power Jade is
Solar Chain Limited (“Solar Chain”). In order to have equal control over the
board, both the Group and Solar Chain have nominated equal number of

representatives to set up the board.

The Directors are aware of their fiduciary duties and will act honestly and in
good faith in the interests of the Company and will avoid any potential conflicts
of interest and duty. Three Independent Non-executive Directors are present
on the Board and the audit committee of the Company, so that the interest of

its shareholders can be adequately represented.

Other than as disclosed above, none of the Directors were interested in any
business apart from the Company's business, which competed or was likely to

compete, either directly or indirectly, with the Company's business.
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000000000000 Power Jade Limited
(1 Power Jade[1T150% 0 0O O O O Power Jade [
50%0 O O O O O Solar Chain LimitedT Solar
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

There were no arrangements to which the Company or any of the Company's
subsidiaries was a party to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any other body

corporate during the Year.

DIRECTORS" AND CONTROLLING SHAREHOLDERS'
INTERESTS IN CONTRACTS

Save as disclosed below and apart from the agreement disclosed under the
heading "Connected Transaction” below, there were no other contracts of
significance in relation to the Company’s business, to which the Company or
any of the Company's subsidiaries was a party, subsisting at the end of the Year
or at any time during the Year, and in which a Director had, whether directly or
indirectly, a material interest, nor there were any other contracts of significance
in relation to the Company's business between the Company or any of the

Company's subsidiaries and a controlling shareholder or any of its subsidiaries.

On 11th September, 2007, the Company together with its wholly-owned
subsidiary, Victory Gain Holdings Limited (“Victory Gain”) had entered into a
conditional sale and purchase agreement with Chi Cheung and Shing Ping
Development Ltd. (a wholly-owned subsidiary of Chi Cheung) (“Shing Ping"),
in relation to, inter alia, disposal of certain property interests in the People’s
Republic of China in exchange for certain property interests held by Chi Cheung
in Hong Kong at a net consideration of approximately HK$9,760.7 million
(subject to adjustment at completion) to be settled by Chi Cheung by means
of cash and issuance of convertible bonds to the Company (the “Proposed
Asset Transaction”). Mr. Joseph Lau and Mr. MW Lau are directors of Victory
Gain and Shing Ping. Mr. Joseph Lau was deemed to be indirectly interested
in Chi Cheung as disclosed in paragraph Il of “Directors’ and Chief Executives’
Interests in the Securities of the Company and Associated Corporations”. The
Proposed Asset Transaction constituted a major transaction of the Company.
However, the resolution proposed to approve the said agreement was not
passed by the independent shareholders of Chi Cheung at the extraordinary
general meeting of Chi Cheung held on 28th November, 2007 and accordingly

the Proposed Asset Transaction terminated.
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CONNECTED TRANSACTION

On 29th June, 2007, Daily Best Limited, being an indirect wholly-owned
subsidiary of the Company, acquired from Power Jade one share in the capital
of The House of Kwong Sang Hong International Limited ("KSH"), representing
the entire issued share capital of KSH, and the respective shareholder's loan
owing by KSH to Power Jade at a total consideration of HK$20 million (the
"Acquisition™). KSH and its subsidiaries (the "KSH Group") are principally
engaged in manufacturing and retailing of cosmetic products. Some of the
members of the KSH Group are the registered owners of trademarks or
trademark applications in various countries in relation to the brand known as
"Two Girls Brand". As a result of the Acquisition, the Company obtains 100%
control over the KSH Group's cosmetics business. Power Jade is owned as
to 50% by Gold Castle Ltd., a wholly-owned subsidiary of the Company and
as to 50% by Solar Chain. Power Jade through its wholly-owned subsidiary
is indirectly interested in 25% of Dollar Union Limited, a non wholly-owned
subsidiary of the Company. Accordingly, Power Jade is a substantial shareholder
of a non wholly-owned subsidiary of the Company and hence is a connected
person of the Company. In this connection, the Acquisition constituted a

connected transaction for the Company.

Save as aforesaid, there were no discloseable non-exempted connected
transactions or non-exempted continuing connected transactions under the

Listing Rules during the Year.

In note 55 concerning “Related Party Transactions” to the consolidated financial
statements for the year ended 3 1st December, 2007, the consideration paid to
an associate for acquisition of a subsidiary in the sum of HK$20,000,000 was

referred to the aforesaid connected transaction.

Save as aforesaid, none of the “Related Party Transactions” as disclosed in note
55 to the consolidated financial statements for the year ended 3 1st December,
2007 constituted discloseable non-exempted connected transaction or non-

exempted continuing connected transaction under the Listing Rules.

To the extent of the above “Related Party Transactions” constituted connected
transaction as defined in the Listing Rules, the Company had complied with the

relevant requirements under Chapter 14A of the Listing Rules during the Year.
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Directors’ Report

SERVICE CONTRACTS OF DIRECTORS

None of the Directors has a service contract with the Company or any of its
subsidiaries which is not determinable by the employer within one year without

payment of compensation (other than statutory compensation).

GROUP BORROWINGS AND INTEREST
CAPITALISED

Details of bank loans and other loans repayable within one year or on demand
are shown in the consolidated balance sheet. Details of long-term secured
bank loans and other loans are shown in note 41 to the consolidated financial

statements.

Interest capitalised during the Year by the Group amounted to HK$101,012,000
(2006: HK$148,342,000).

RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit schemes:

(1) the provident fund scheme as defined in the Occupational Retirement
Schemes Ordinance, Chapter 426 of the laws of Hong Kong, (the “ORSO

Scheme"); and

(2) the provident fund scheme as defined in the Mandatory Provident Fund
Schemes Ordinance, Chapter 485 of the laws of Hong Kong (the “MPF

Scheme”).

Both the ORSO Scheme and the MPF Scheme were defined contribution
schemes and the assets of both schemes were managed by their respective

trustees accordingly.
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Directors’ Report

RETIREMENT BENEFIT SCHEMES (cont'd)

The ORSO Scheme was available to the Group’s full-time permanent staff
employed in Hong Kong before 1st December, 2000. Contributions to the
ORSO Scheme were made by the Group at 5%, 7.5% or 10% based on the
staff's basic salary depending on the length of service. Staff members were
entitled to 100% of the Group's contributions together with accrued returns
after completing 10 years of service or more, or attaining the retirement age,
or were entitled at a reduced scale between 30% to 90% of the Group's
contributions after completing a period of service of at least 3 years but less
than 10 years. The ORSO Scheme allowed any forfeited contributions (made
by the Group for any staff member who subsequently left the ORSO Scheme
prior to vesting fully in such contributions) to be used by the Group to offset

the current level of contributions of the Group.

The MPF Scheme was available to all employees aged 18 to 64 and with at
least 60 days of service under the employment of the Group in Hong Kong.
Contributions were made by the Group at 5% based on the staff's relevant
income. The maximum relevant income for contribution purpose is HK$20,000
per month. Staff members were entitled to 100% of the Group’s contributions
together with accrued returns irrespective of their length of service with
the Group, but the benefits were required by law to be preserved until the

retirement age of 65.

In order to provide similar benefits to those who joined the MPF Scheme and
the ORSO Scheme, the Group provided an additional portion (the “Top-up
Portion") for those who joined the MPF Scheme. The purpose of the Top-up
Portion is to match up the benefits of the MPF Scheme with that of the ORSO
Scheme by providing those staff under the MPF Scheme with basic salary over
HK$20,000 and/or years of service over 5. Contributions to the Top-up Portion
were made by the Group at 5%, 7.5% or 10% of the staff's basic salary less

the Group's mandatory contribution under the MPF as mentioned above.

The Group's total cost for the schemes charged to consolidated income
statement for the year ended 31st December, 2007 amounted to
approximately HK$4,465,000 (2006: HK$3,990,000). In addition, an amount
of forfeited employer’s contributions for the ORSO Scheme amounted to
approximately HK$197,000 (2006: HK$473,000) was utilised towards

reducing the Group's contributions during the Year.
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Directors’ Report

MAJOR SUPPLIERS AND CUSTOMERS

The five largest customers and suppliers of the Group amounted to less than

30% of the total turnover and purchases to the Group during the Year.

At no time during the Year did a Director, an associate of a Director or a
shareholder of the Company (which to the knowledge of the Directors own
more than 5% of the Company's share capital) have an interest in any of the

Group's five largest customers and suppliers.

PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company had maintained the prescribed
amount of public float during the Year and up to the date of this report as

required under the Listing Rules.

AUDITORS

The consolidated financial statements for the Year were audited by Messrs.
HLB Hodgson Impey Cheng (“HLB") who would retire at the conclusion of
the forthcoming annual general meeting, and being eligible, offer themselves
for re-appointment. A resolution will be proposed to the shareholders at the
forthcoming annual general meeting to re-appoint HLB as the auditors of the

Company.

There have been no other changes of auditors in the past three years except
for Messrs. Deloitte Touche Tohmatsu resigned and HLB was appointed as the

auditors of the Company in November 2006.

On behalf of the Board
Joseph Lau, Luen-hung

Chairman

Hong Kong, 7th March, 2008
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Independent Auditors’ Report

Bl # & ++ & £ % 5

Hodgson Impey Cheng

HLB

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
CHINESE ESTATES HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Chinese Estates
Holdings Limited (the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 59 to 161 which comprise the consolidated
balance sheet as at 31st December, 2007, and the consolidated income
statement, the consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of significant

accounting policies and other explanatory notes.

DIRECTORS' RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and the true
and fair presentation of these consolidated financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure requirements of
the Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated financial statements that are
free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that

are reasonable in the circumstances.

AUDITORS' RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. This report is made solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act, and for no other
purpose. We do not assume responsibility towards or accept liability to any other

person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the consolidated

financial statements are free from material misstatement.
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Independent Auditors’ Report

AUDITORS" RESPONSIBILITY (cont'd)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the
auditors consider internal control relevant to the entity's preparation and true and
fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity's internal control. An
audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well

as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of
the state of affairs of the Group as at 31st December, 2007 and of the Group's
profit and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in accordance

with the disclosure requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 7th March, 2008
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Consolidated Income Statement
For the year ended 3 Ist December, 2007

2007 2006
Notes HK$°000 HK$'000
ogd ood ggdo
Turnover ooad 7 8,446,865 4,763,789
Cost of sales oooo (6,510,325) (3,840,040)
Gross profit o0 1,936,540 923,749
Other income oooo 9 32,256 30,742
Investment income, net oooooo 10 1,399,071 833,235
Administrative expenses oooQ (229,125) (186,599)
Other expenses oooo 11 (9.804) (252)
Gain on disposals of property and other fixed assets 0000000
oooooooo 3,109 1,352
Gain (loss) on disposals of investment properties oooooo
ooo0mooo 1,776 (722)
Fair value changes on investment properties O00ooOoooooo 21 6,421,788 6,921,971
Impairment loss recognised in respect of ooooooo
stock of properties ooooooo 36 - (200,000)
Finance costs oooo 14 (575,424) (453,519)
Other gains and losses, net Ooooooooo 15 (71,653) 57,887
Share of results of associates OO00O0ooooOo 601,431 1,135,167
Profit before tax ooooo 9,509,965 9,063,011
Income tax expense ooooo 18 (1,177,097) (1,505,924)
Profit for the year ooooo 13 8,332,868 7,557,087
Attributable to: oooooooo
Equity holders of the parent O0o00oO0oooooooo 8,195,857 7,477,345
Minority interests go0ooooo 137,011 79,742
8,332,868 7,557,087
Dividends oo 19 715,238 535,637
Earnings per share (HK$) ooomooo 20
Basic ooo 3.599 3.392
Diluted ooo 3.599 3.332

All of the Company's operations are classed as continuing.

The accompanying notes form an integral part of these consolidated financial

statements.
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Consolidated Balance Sheet

At 31st December, 2007

Non-current assets
Investment properties
Property and other fixed assets
Properties under development
Prepaid lease payments

Property interests held for future development

Intangible assets

Goodwill

Interests in associates

Advances to associates
Available-for-sale investments
Equity-linked note

Advances to investee companies
Loans receivable, due after one year
Deferred tax assets

Advance to a minority shareholder
Pledged deposits

Current assets
Stock of properties
Investments held-for-trading
Equity-linked note
Loans receivable, due within one year
Inventories for cosmetic products
Debtors, deposits and prepayments

Securities trading receivables and deposits
Tax recoverable
Pledged deposits

Time deposits, bank balances and cash

Presale proceeds held by stakeholders

Asset classified as held for sale

60 Chinese Estates Holdings Limited EAB¥XKH

goooodnd
oooooooooooon
2007 2006
Notes HK$°000 HK$'000
aoa aooad ooad
ooooad
ogoooo 21 38,498,440 31,771,870
gooooooooa 22 101,846 81,357
gooooao 23 33,548 =
goooooo 24 1,417,631 249,497
goooooobooooo 25 - =
ooooa 26 12,870 =
ooad 27 - -
goooooo 28 1,210,936 1,396,351
goooooood 29 1,352,741 931,661
ogoooo 30 11,916,268 8,532,632
goooooo 33 - 147,827
0DOD000000000 32(a) 310,055 1518
doooooooooo 34 61,300 63,079
goooooo 45 66,574 73,647
0DOD000000000 32(b) 9,527 9,436
ooooo 35(a) 79,217 71,606
55,070,953 43,330,481
ogood
oooono 36 3,781,462 4,851,504
gooooooo 31 367,753 142,218
goooooo 33 101,516 75,725
goooooooooao 34 586 224
ogooooo 37 1,425 -
gooooooo
ooooooo 39 299,433 364,749
dooooooooooad 35(b) 309,766 276,829
gooooao 536 4,083
0oooo 35(a) 406,492 1,014,351
gooooooooad
ooooo 35(0) 6,167,845 7,034,820
Oo0o0o0oooboooOooo 206,540 530,005
11,643,354 14,294,508
gooooooooaa 12 - 9,338
11,643,354 14,303,846




At 31st December, 2007

Current liabilities
Derivative financial instruments
Creditors and accruals

Securities trading and margin payable

Deposits and receipts in advance
Tax liabilities
Borrowings — due within one year

Provisions

Net current assets

Total assets less current liabilities

Non-current liabilities
Financial guarantee liabilities
Borrowings — due after one year
Convertible bonds
Amounts due to associates

Amounts due to minority shareholders

Deferred tax liabilities

Total assets and liabilities

Capital and reserves
Share capital
Reserves

Equity attributable to equity holders

of the parent
Minority interests

Total equity

Approved and authorised for issue by the Board of Directors on 7th March,

2008 and signed on its behalf by:

Joseph Lau, Luen-hung

Director

The accompanying notes form an integral part of these consolidated financial

statements.
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Consolidated Balance Sheet

OO0o00ognd

ooooooooooonn
2007 2006
Notes HK$°000 HK$'000
00 ooo Oooo
38 50,851 168,644
40 295,766 452 544
284,165 191,206
297,085 761,900
230,827 88,662
41 2,949,269 11,004,204
42 16,017 16,017
4,123,980 12,683,177
7,519,374 1,620,669
62,590,327 44,951,150
618 328
41 9,380,589 3,709,340
43 - 279,689
44 8,941 13,732
44 90,059 523,489
45 5,444,587 4,461,938
14,924,794 8,988,516
47,665,533 35,962,634
46 230,044 225,981
46,931,594 35,306,717
47,161,638 35,532,698
503,895 429,936
47,665,533 35,962,634

obooooocbOobOobOOoooooobonbo
oooooooooooooooon

Lau, Ming-wai

Director
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Consolidated Statement of Changes in Equity
For the year ended 3 1st December, 2007

Attributable to equity holders of the parent

gooooooooooooooo
Convertible
bonds-  Securities Capital
equity ~ investments redemption Minority Total
Share Share reserve reserve  Statutory Other Special reserve  Retained interests equity
capital  premium 00000 0o reserve reserve reserve oo profits Total 0000 0ooo
0o 00oo oooo oooo pooo gooo 0ooo 0ooo 0ooo 0o 0o 0o
HK$'000 HK$'000 HK$'000 Hkg'000 HK$000 HK$ 000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo ooo
At Tst January, 2006 gooooooooo 209,151 2,007,667 234,941 580,658 = (78375) 2499685 96597 17,751,196 23301520 401177 23,702,697
Share of associates’ resenve oooooooo
movements during the year 0oooo - - - 10,110 - 38,500 - - - 48610 - 48610
Realisation of assodiates' reserve oooooooo - - - - - 4673 - - (4673) - - -
(Gains on fair value changes of avallableforssle 0000000
Investments ooooo - - - 4170862 - - - - - 4170862 - 4170862
PRC statutory reserve oooooo = = o = 728 = = = = 728 = 728
Exchange adjustments 00oo - - - - - - - - 1510 1510 - 1510
Net income (expense) recognised 0oooooooooo
directly in equity 000mooo = = - 4180972 128 43173 = = (3163) 4221710 - 421710
Profit for the year oooo = = = = = = = - TATI34S 7471345 79742 7,557,087
Total recognised income for the year oooooon - - - 4180972 728 43173 - - 7474182 1169905 79742 11778797
Acquisition of additional interests in subsidiares 00000000 - - - - - - - - - - (265) (265)
Acquistion of subsidiaries 0ooooo - - - - - - - - - - 3 3
Deered contibution from minarty interests 0ooooooooo - - - - - - - - - - (46,779) (46,779)
Issue of ordinary shares from conversion of 0oonooooo
convertible bonds 0ooooo 14595 1,041,710 (179,506) - - - - - - 876,799 - 876,799
Cancellaion on repurchase of own shares ooooooooa (1765 (163627) - - - - - 1,765 - (163627) - (163627)
Issue of shares in fieu of 2005 00000000000
final cash diidend goooooa 1,753 = = = = = = = = 1,753 = 1,753
Preriurm on ssue of shares upon gooooCoooooo
2005 fingl scrip dividend ooooooooo - 156,886 - - - - - - - 156,886 - 156,886
Issue of shares in fieu of 2006 00000000000
interim cash dvidend goooooa 2247 - - - - - - - - 2247 - 2247
Premium on issue of shares upon oooooooooooo
2006 interim scrip dividend poooooooo - 193,702 - - - - - - - 193,702 - 193,702
Dividend paid to minorty shareholders 0oooooooo - - - - - - - - - - (3962) (3962)
Finel dvidend paid 0000oo = = = = = = - - (66767)  (266767) - (266767)
Interim dividend paid 0ooooo - - - - - - - - (268870)  (268870) - (268870)
At 315t December, 2006 000oooooooooo 225981 3236338 55435 4761630 728 (35202) 2499685 98362 24689741 35532698 429936 35962634
Share of associates' reserve movements oooooooo
during the year 00ooo = = = (17445) = 26071 = = = 8,626 = 8,626
(Note 1)
oooio
(Gains on fair value changes of avallableforsale 000000000
investments (Note 2) 00moo20 = = - 4483414 = = = = - 4483414 4483414
PRC statutory reserve oooooo - - - - 1447 - - - - 1447 - 1447
Bchange adjustments 00oo = = = = = = = = 132,509 132509 = 132,509
Net income recognised directly in equity 00000000000000 - - - 4465909 1447 26071 - - 132509 462599 - 462599
Transfer to income statement on disposals 0oooooa
of available-for-sale investments oooooo - - - (890662) - - - - - (890662) - (890662)
Profit for the year 00oo = = = = = = = - 8195857 8195857 137011 8,332,868
Total recognised income for the year ooooooa = = - 3515307 1447 26071 = - 8328366 11931191 137011 12,068,202




Consolidated Statement of Changes in Equity Oo000oooooon

For the year ended 31st December, 2007 ooooooooooooooooo

Attributable to equity holders of the parent

goooooocoooooooo
Convertible
bonds-  Securities Capital
equity  investments redemption Minority Total
Share Share reserve reserve  Statutory Other Special reserve  Retained interests equity
capital  premium 00000 0o reserve reserve reserve 0o profits Total 0000 00oo
0o oooo gooo gooo 0ooo 0ooo 0ooo 00oo oooo 0o 0o 0o
HK$'000 Hkg'000 HK$000 HK$ 000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 Hkg'000 HK$000
ooo ooo ooo gooo ooo ooo ooa ooo ooo ooo ooo ooo
Deemed contrbution flom minority nterests 0ooooooooo - - - - - - - - - - 1717 1717
Disposal of a subsidiary oooooooo - - - - - - - - - - (64769) (64769)
Issue of ordinary shares from conversion of 0ooooooo
converible bonds gooooa 51 4106 (687) = = = = = = 3476 = 3476
Conversion of convertble bonds by 000000000
cash settlement nooooo - - (54748) - - - - - - (54748) - (54748)
Issue of shares in fieu of 2006 00000000000
final cash dividend poooooo 2383 - - - - - - - - 2383 - 2383
Premium on issue of shares upon 0ooooooooooo
2006 final scrp dividend goooooooo = 241 = = = = = = = 2141 = 241
Issue of shares in ieu of 2007 0000000oooo
interim cash dividend 0000000 1623 - - - - - - - - 1623 - 1623
Premium on issue of shares upon 0ooooooooooo
2007 interim scrip dividend 0oooooooo - 185,542 - - - - - - - 185,542 - 185,542
Finel dhidend peid 00o0ooo - = = - - - - - (406869  (406869) - (406869)
Inteim dvidend paid 00oooo = = = = = = = - (308369  (308369) - (308369)
At 31st December, 2007 goooooooooooo 230,044 3,700,697 - 8336937 2175 (9.131) 2,499,685 98,362 32,302,869 47,161,638 503,895 47,665,533
Notes: ooo

(1)  The other reserve represented the share of an associate's reserve of the Group, () 0DDODO0ODODOO0OOOOOOOOOOOOOOO

which included the release of the negative reserve upon the disposals of the 00000D00O0O0DO0OO0OO0ODOOOOoDOoOo
relevant properties and negative reserve of imputed interest on amount due to the 0000000000000 O000 26,069,000
Group of approximately HK$26,069,000 and HK$2,000 respectively during the Oooo2o00000

year.

(2)  The gains on fair value changes of available-for-sale investments included the (2 0OOD0OODDODOODOODOOD 4505,768,000
gains on fair value changes of listed securities investments of approximately J00000o0oO0ooOoOooOooooon
HK$4,505,768,000.

The accompany notes form an integral part of these consolidated financial 00O0000O0ODOOoDoOOoOoooOooo

statements.
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Consolidated Cash Flow Statement
For the year ended 31st December, 2007

Operating activities

Profit before tax

Adjustments for:

Depreciation of property and other fixed assets

Amortisation of intangible assets

Amortisation of prepaid lease payments

Interest expenses

Imputed interest expenses

Interest income

Imputed interest income

Realised (gain) loss on derivative financial
instruments

Gain on disposals of United States currency
treasury bills

Impairment loss recognised in respect of
accounts receivable

Dividend income from listed and
unlisted investments

Impairment loss recognised in respect of
stock of properties

Impairment loss recognised in respect of
available-for-sale investments

Unrealised loss (gain) on equity-linked notes

Unrealised gain on investments held-for-trading

Unrealised (gain) loss on derivative financial
instruments

Income from providing financial guarantee

Impairment loss reversed in respect of
advances to associates

Impairment loss recognised in respect of
advance to an associate

Impairment loss reversed in respect of
interest in an associate

Transfer from equity on disposals of
available-for-sale investments

Gain on deemed disposal of interest in
an associate

(Gain) loss on disposals of investment properties

Gain on disposals of property and
other fixed assets
Gain on disposal of an associate
Share of results of associates
Fair value changes on investment properties
Discount on acquisition of a subsidiary
Loss on conversion of convertible bonds
by cash settlement
Gain on disposal of a subsidiary
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2007
HK$°000
ooo

9,509,965

16,090
1,430
609
553,820
5,056
(227,292)
(33,073)

(65,868)

(155,741)

120

46,311
(20,372)
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(51,925)

(1,719)
1,884
(1,378)
(888,684)

(5,103)
(1,776)

(3.109)
(601,431)
(6,421,788)
(624)

236,705
(158,212)

2006
HK$'000
ooo
9,063,011
14,235
609
388,695
38,898

(461,315)

(60,284)
59,940

(11,968)
38

(153,343)

200,000

(2,366)
(5,066)

16,555
(455)

(897)

13,474

(233,012)

722

(1,352)
(70,366)
(1,135,167)
(6,921,971)




Consolidated Cash Flow Statement

For the year ended 31st December, 2007

Operating cash flows before movements
in working capital
Decrease in stock of properties
Decrease in loans receivable
Decrease in inventories for cosmetic products
Decrease (increase) in debtors, deposits and
prepayments

(Increase) decrease in investments held-for-trading

Decrease in equity-linked notes

(Increase) decrease in securities trading
receivables and deposits

Decrease (increase) in presale proceeds
held by stakeholders

Decrease in creditors and accruals

Increase in securities trading and margin payable

(Decrease) increase in deposits and
receipts in advance
Decrease in provisions

Cash generated from operating activities
Net Hong Kong profits tax paid

Net cash generated from operating activities

Investing activities
Dividend received from listed and
unlisted investments
Dividend received from associates
Interest received
Purchases of investment properties
Purchases of property and other fixed assets
Payments for properties under development
Payments for prepaid lease payments
Payments for stock of properties
Proceeds on disposals of investment properties
Proceeds on disposals of property and
other fixed assets
Realised gain on United States currency
treasury bills
Proceeds from disposals of available-for-sale
investments
Purchases of available-for-sale investments
Proceeds on disposal of an associate
Acquisition of a subsidiary (net cash and
cash equivalents acquired)
Proceeds on disposal of a subsidiary
Acquisition of additional interest in a subsidiary
Advances to associates
Repayment from an investee company
Advance to an investee company
Decrease in United States currency treasury bills
Decrease (increase) in pledged deposits

Net cash used in investing activities

Notes
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2007 2006
HK$"000 HK$'000
ooo ooo
1,733,895 738,615
2,240,217 5,345
1,417 27,739
130 —
59,645 (181,215)
(205,163) 1,102,274
75,725 3,207,304
(32,937) 77,458
323,465 (530,005)
(154,802) (1,061,131)
92,959 179,886
(456,397) 526,717
- (8,427)
3,678,154 4,084,560
(39,414) (31,063)
3,638,740 4,053,497
155,741 153,343
872,085 566,329
227,292 461,315
(405,793) (417,206)
(38,614) (26,795)
(8.370) (26,384)
(1,137,834) -
(1,118,222) (1,124,173)
76,525 72,802
5,304 1,963
- 11,968
1,660,313 1,522,571
(562,443) (2,230,197)
- 636,475
(17,088) (383,243)
82,152 -
- (4,227)
(434,299) -
1,188 432
(309,725) -
- 493,870
600,248 (961,425)
(351,540) (1,252,582)
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Consolidated Cash Flow Statement

For the year ended 31st December, 2007

Financing activities

Dividends paid

Interest paid

Advances from associates

New bank loans and other loans raised

Repayments of bank loans and other loans

Repurchase of own shares

Advances from minority shareholders

Repayments to minority shareholders

Proceeds from share placing

Conversion of convertible bonds by
cash settlement

Net cash (used in) generated from
financing activities

Net (decrease) increase in cash and
cash equivalents

Cash and cash equivalents at 1st January

Effect of foreign exchange rate changes

Cash and cash equivalents at
31st December

Analysis of the balances of cash and
cash equivalents
Time deposits, bank balances and cash
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The accompany notes form an integral part of these consolidated financial

statements.
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2007 2006
HK$"000 HK$'000
000 ooo
(250,979) (181,093)
(553,820) (388,695)
25,458 730,838
2,496,812 7,470,308
(4,880,497) (4510,817)
- (163,627)
7,509 139,734
(442,064) -
- 44
(571,717) -
(4,169,298) 3,096,692
(882,098) 5,897,607
7,034,820 1,136,267
15,123 946
6,167,845 7,034,820
6,167,845 7,034,820

goooboobooooboooboo



AnnualReport2007 OO OOOOO 67
Joougood

ooooooooooooooonn

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

1. GENERAL INFORMATION 1. ODOO0O

ooboooooooooooOooooooon
obo0oooooOooooO0o0oooOooooon
dnoooDmooooooooooon
ooooooooOoooooooocooooo

The Company is a public listed company incorporated in Bermuda as an
exempted company with limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company are disclosed

in the corporate information to the annual report.

oboocoobobOooOoobOooOoobOOono
oooodob0ooooooO0o0oooooooon
ooooooooooooom

The consolidated financial statements are presented in Hong Kong dollars,
which is the same as the functional currency of the Group and all values are

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

oobooooOoooooooooooooon
0o0o0oo0oo0ooocooooOooooosedsyd

The Company's principal activity is investment holding and the principal
activities of its principal subsidiaries and associates are set out in Notes 56 and

57 respectively.

2. APPLICATION OF NEW AND REVISED HONG 2. 0000O0OOOOOOOO
KONG FINANCIAL REPORTING STANDARDS 000000000000
(the "HKFRSs") 0

oobooooooooooooooooooDn
dooo0o000o0Onoooooocoooon
dooooooooo0oOnooooooon
ooooooooOoooooooocooooo

In the current year, the Group has applied, for the first time, the following
new standard, amendment and interpretations (“new HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants (the "HKICPA"), which are

effective for the Group's financial year beginning on1st January, 2007.

HKAS 1 (Amendment) Capital Disclosures ' oooooo oooo!
oo010000o0o
HKFRS 7 Financial Instruments: Disclosures ! oooooo ooooooo!
oooozo
HK(IFRIC) — Int 7 Applying the Restatement Approach under 0oooooo ooooOooooo
HKAS 29 Financial Reporting in 0oooooo 0200000000
Hyperinflationary Economies 2 ooooo7o oooooooo

HK(IFRIC) — Int 8

Scope of HKFRS 2 3

0Moooooon

Ooooooog?
oooooooo

goobooooo oo20000°
oooooso

HK(FRIC) — Int 9 Reassessment of Embedded Derivatives 0Mmoooooo oooooo
goobooooo ooooo+
oooooon

HK(FRIC) — Int 10 Interim Financial Reporting and Impairment ° Ooo0ooooo ooooOoO
goobooooo oogoos
gooooio0

! Effective for annual periods beginning on or after 1st January, 2007

2 Effective for annual periods beginning on or after 1st March, 2006

3 Effective for annual periods beginning on or after 1st May, 2006

4 Effective for annual periods beginning on or after 1st June, 2006

> Effective for annual periods beginning on or after 1st November, 2006

' DOD00000O0OO0OO0OO0OOOOOOOOOO
: J00o0ooOoOooOoO0oOooOOoOooOoOooon
* 00000000 oOO0OO0OOOoOOoOoOooOOoO
¢ 00000000 oOO0O0OOOOOOO0OooOOO
> DoOooO0oO0O0O0OOO0O0OoOoOoOOOOOoOOoOoOO

oo
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(the “"HKFRSs") (cont'd)

The adoption of the new HKFRSs has no material effect on how the results
and financial position for the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period adjustment has been

required.

The Group has applied the disclosure requirements under HKAS 1
(Amendment) and HKFRS 7 retrospectively. Certain information presented
in prior year under the requirements of HKAS 32 has been removed and
the relevant comparative information based on the requirements of HKAS
1 (Amendment) and HKFRS 7 has been presented for the first time in the

current year.

The Group has not early applied the following new standard, amendment
or interpretations that have been issued but are not yet effective. The
Directors anticipate that the application of these new standard, amendment
or interpretations will have no material impact on the results and the financial
position of the Group.

HKAS 1 (Revised) Presentation of Financial Statements '

HKAS 23 (Revised) Borrowing Costs !

HKFRS 8 Operating Segments '

HK(IFRIC) - Int 11 HKFRS 2 — Group and Treasury Share Transactions 2

HK(IFRIC) - Int 12 Service Concession Arrangements 3

HK(FRIC) - Int 13 Customer Loyalty Programmes #

HK(IFRIC) - Int 14 HKAS 19 — The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their

Interaction 2

! Effective for annual periods beginning on or after 1st January, 2009
2 Effective for annual periods beginning on or after 1st March, 2007
3 Effective for annual periods beginning on or after 1st January, 2008
4 Effective for annual periods beginning on or after 1st July, 2008
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared under the historical
cost basis except for certain properties and financial instruments, which are

measured at fair values, as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with
HKFRSs, which collective term 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, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) and by the Hong Kong

Companies Ordinance.

(a) Basis of consolidation
The consolidated financial statements incorporate the financial

statements of the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date

of acquisition or up to the effective date of disposal, as appropriate.

All intra-group transactions, balances, income and expenses are

eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group's equity therein. Minority interests
in the net assets consist of the amount of those interests at the date of
the original business combination and the minority's share of changes
in equity since the date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the subsidiary’s equity are
allocated against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an additional

investment to cover the losses.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(b)

()

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Goodwill

Goodwill arising on an acquisition of a subsidiary or an associate
represents the excess of the cost of acquisition over the Group's interest
in the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant subsidiary or associate at the date of acquisition.

Such gooduwill is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is presented
separately in the balance sheet. Capitalised goodwill arising on an
acquisition of an associate is included in the cost of the investment of

the relevant associate.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units, or
groups of cash-generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually, and whenever
there is an indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the end of
that financial year. When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to the
unit first, and then to the other assets of the unit pro rata on the basis of
the carrying amount of each asset in the unit. Any impairment loss for
gooduwill is recognised directly in the consolidated income statement. An

impairment loss for goodwill is not reversed in subsequent periods.

On subsequent disposal of a subsidiary or an associate, the attributable
amount of goodwill capitalised is included in the determination of the

amount of profit or loss on disposal.

Excess of the Group’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary or an
associate represents the excess of the net fair value of an acquiree’s
identifiable assets, liabilities and contingent liabilities over the cost of the
business combination. Discount on acquisition is recognised immediately
in income statement. A discount on acquisition arising on an acquisition
of an associate is included as income in the determination of the Group's

share of results of the associate in which the investment is acquired.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. Joodoooboomod

POLICIES (cont'd)

(d) Investments in associates d O0000000
The results and assets and liabilities of associates are incorporated in 0000000000000 O0OoOooo
these consolidated financial statements using the equity method of 0000000000000 0ooOoOo
accounting. Under the equity method, investments in associates are 0000000000000 O0OOoOoOoO
carried in the consolidated balance sheet at cost as adjusted for post- 0000000000000 0O0000
acquisition changes in the Group's share of the profit or loss and of 000000000 O0DO0DOoOoOoOoooo
changes in equity of the associate, less any identified impairment loss. 00000000000 0OO0OODoOoOoD
When the Group's share of losses of an associate equals or exceeds its 0000000000000 O0OoOooo
interest in that associate (which includes any long-term interests that, in 0000000 00o0oDooooooo
substance, form part of the Group's net investment in the associate), the 000000000000 0O000O0m
Group discontinues recognising its share of further losses. An additional 0000000000 DOOoooOooOoD
share of losses is provided for and a liability is recognised only to the 000000000 0OO0DO0OOOOoOoOO
extent that the Group has incurred legal or constructive obligations or 0000000000000 0O0000
made payments on behalf of that associate. 00000000000 O0O0OO0OO
Where a group entity transacts with an associate of the Group, profits 00000000000 ODOOOoOO
and losses are eliminated to the extent of the Group's interest in the 0000000000000 O0O0000
relevant associate. oooooooo

(e) Non-current assets held for sale (e OO0OO00000000

Non-current assets and disposal groups are classified as held for sale
if their carrying amount will be recovered principally through a sale
transaction rather than through continuing use. The condition is regarded
as met only when the sale is higher probable and the asset is available

for immediate sale in its present condition.

Non-current assets classified as held for sale are measured at the lower

of the assets’ previous carrying amount and fair value less costs to sell.

O0o0o0OooooOooooooon
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

®

(9)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Impairment losses (other than goodwill, intangible assets
with indefinite lives)

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable

amount. An impairment loss is recognised as an expense immediately.

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

recognised as income immediately.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using fair value. Gains
or losses arising from changes in the fair value of investment property

are included in income statement for the period in which they arise.

Leasehold land held for undetermined future use

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 income statement for the period in which changes

take place.

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

is derecognised.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. Joodoooboomod

POLICIES (cont'd)

(h) Property and other fixed assets (th) OOoOoOooooon
Property and other fixed assets (other than properties under 00000000 OoOOO0OO0O0OO0O0Oo
development) are stated at cost less subsequent accumulated 0000000000000 0O0O00O0
depreciation and accumulated impairment losses. oo
Depreciation is provided to write off the cost of property and other fixed 00000000 OoOOO0OO0O0OO0O0Oo
assets (other than properties under development) over their estimated 0000000000000 O0O0000
useful lives and after taking into account their estimated residual value, 0000000000000 00O00OO0
using the straight line method, at the following rates per annum:
Type Basis oo oo
Buildings Over the shorter of the unexpired oo oooooooo

period of the lease and 40 years ooooooooo

Furniture, fixtures and equipments 3 to 10 years Ooooooooo oooo
Yacht and motor vehicles 3 to 10 years ooooo oooo

(i) Properties held for development () COooooo
When the leasehold land and buildings are in the course of development 0000000000000 O00000
for production, rental, for administrative purposes or for sale, the 000000000000 OoOoOoOoOoo
leasehold land component is classified as a prepaid lease payment 0000000000000 0O000O0
and amortised over a straight-line basis over the lease term. During the 0000000000000 OooOo0O0O
construction period, the amortisation charge provided for the leasehold 00000000000 0000000
land is included as part of costs of building under construction. Buildings 0000000000000 OooooOOo
under construction are carried at cost, less any identified impairment O0000000oOo0oooooo
losses. Depreciation of buildings commences when they are available for
use.

() Property interests held for future development () Cooooooooooo
Property interests held for future development represents a right to 0000000000000 O0OoOooo
develop properties on a piece of land upon payment of a final amount, 00000000000 0000000
and are carried at cost less any identified impairment loss. O00D00oOoOoooooog

(k) Stock of properties () CO00

Stock of properties, which are held for trading, is stated at the lower
of cost and net realisable value. Net realisable value is determined by
reference to sale proceeds received after the balance sheet date less
selling expenses, or by management estimates based on the prevailing

market conditions.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

)

(m)

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Inventories for cosmetic products
Inventories comprise finished goods and raw materials which are stated

at the lower of cost and net realisable value.

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

applicable variable selling expenses.

Intangible assets

Trading rights, exchange rights and trademark

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

loss. The amortisation period adopted for intangible assets is 5 years.

Financial instruments

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

income statement.

Financial assets

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

of financial assets are set out below.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

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

. doboooooaon

(n) Financial instruments (cont’d) (m) OO0O00000

Financial assets (cont'd)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss has two subcategories,
including financial assets held for trading and those designated at fair
value through profit or loss on initial recognition. At each balance sheet
date subsequent to initial recognition, financial assets at fair value
through profit or loss are measured at fair value, with changes in fair
value recognised directly in income statement in the period in which

they arise.

A financial asset is classified as held-for-trading if:

(i) it has been acquired principally for the purpose of selling in the

near future; or

(i) itis a part of an identified portfolio of financial instruments that the
Group manages together and has a recent actual pattern of short-

term profit-taking; or

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

instrument.

Financial assets at fair value through profit or loss are not those financial
assets acquired principally for the purpose of selling in the short term but
designated by management as such at inception. A financial asset other
than a financial asset held for trading may be designated as at fair value

through profit or loss upon initial recognition if:

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

arise; or

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

or
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

3. doooooobaon

(n) Financial instruments (cont’d) (m) OO0O000

Financial assets (cont'd)

Financial assets at fair value through profit or loss (cont'd)

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

liability) to be designated as at fair value through profit or loss.

At each balance sheet date subsequent to initial recognition, financial
assets at fair value through profit or loss are measured at fair value, with
changes in fair value recognised directly in income statement in the
period in which they arise. The net gain or loss recognised in income
statement includes any dividend or interest earned on the financial

assets.

Loans and receivables

Loans and receivables (including advances to associates, advances
to investee companies, loans receivable, pledged deposits, securities
trading receivables and deposits, time deposits, bank balances and
cash) are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans and receivables are
carried at amortised cost using the effective interest method, less any
identified impairment losses. An impairment loss is recognised in income
statement when there is objective evidence that the asset is impaired,
and is measured as the difference between the assets’ carrying amount
and the present value of the estimated future cash flows discounted
at the original effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset's recoverable amount
can be related objectively to an event occurring after the impairment
was recognised, subject to a restriction that the carrying amount of the
asset at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been

recognised.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. Joodoooboomod

POLICIES (cont'd)

(n) Financial instruments (cont’d) (m) OO0O00000
Financial assets (cont'd) Oooomoo
Available-for-sale financial assets oooooO

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories (set out
above). At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative gain
or loss previously recognised in equity is removed from equity and
recognised in income statement. Any impairment losses on available-
for-sale financial assets are recognised in income statement. Impairment
losses on available-for-sale equity investments will not reverse in
subsequent periods. For available-for-sale debt investments, impairment
losses are subsequently reversed if an increase in the fair value of the
investment can be objectively related to an event occurring after the

recognition of the impairment loss.

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be reliably
measured. They are measured at cost less any identified impairment
losses at each balance sheet date subsequent to initial recognition.
An impairment loss is recognised in income statement when there
is objective evidence that the asset is impaired. The amount of the
impairment loss is measured as the difference between the carrying
amount of the asset and the present value of the estimated future
cash flows discounted at the current market rate of return for a similar
financial asset. Such impairment losses will not reverse in subsequent

periods.
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

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

(n) Financial instruments (cont’d)

guoooobod

oooooooooooooooon

3. doooooobaon

() OOOOO0

Financial liabilities and equity

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

instrument.

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

are set out below.

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss has two
subcategories, including financial liabilities held for trading and those

designated at fair value through profit or loss on initial recognition.

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

(i) it has been incurred principally for the purpose of repurchasing in

the near future; or

(i) itis a part of an identified portfolio of financial instruments that the

Group manages together and has a recent actual pattern of short-

term profit-taking; or

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

instrument.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

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

. doboooooaon

(n) Financial instruments (cont’d) (m) OO0O00000

Financial liabilities and equity (cont'd)

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

A financial liability other than a financial liability held-for-trading may be
designated as at fair value through profit or loss upon initial recognition
if:

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

arise; or

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

or

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

liability) to be designated as at fair value through profit or loss.

At each balance sheet date subsequent to initial recognition, financial
liabilities at fair value through profit or loss are measured at fair value,
with changes in fair value recognised directly in income statement in the
period in which they arise. The net gain or loss recognised in income

statement includes any interest paid on the financial liability.

Other financial liabilities

Other financial liabilities including creditors and accruals, securities trading
and margin payable, deposits and receipts in advance, bank and other
borrowings, amounts due to associates and amounts due to minority
shareholders are subsequently measured at amortised cost, using the

effective interest method.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)

Financial liabilities and equity (cont'd)

Convertible bonds

Convertible bonds issued by the Company that contain both financial
liability and equity components are classified separately into respective
liability and equity components on initial recognition. On initial
recognition, the fair value of the liability component is determined using
the prevailing market interest of similar non-convertible debts. The
difference between the proceeds of the issue of the convertible bonds
and the fair value assigned to the liability component, representing the
embedded call option for the holder to convert the bonds into equity, is

included in equity (convertible bonds — equity reserve).

In subsequent periods, the liability component of the convertible bonds is
carried at amortised cost using the effective interest method. The equity
component, represented by the option to convert the liability component
into ordinary shares of the Company, will remain in convertible bonds —
equity reserve until the embedded option is exercised (in which case the
balance stated in convertible bonds — equity reserve will be transferred
to share capital and share premium). Where the option remains
unexercised at the expiry date, the balance stated in convertible bonds
— equity reserve will be released to the retained profits. No gain or loss
is recognised in income statement upon conversion or expiration of the

option.

Transaction costs that relate to the issue of the convertible bonds are
allocated to the liability and equity components in proportion to the
allocation of the proceeds. Transaction costs relating to the equity
component are charged directly to convertible bonds — equity reserve.
Transaction costs relating to the liability component are included in the
carrying amount of the liability portion and amortised over the period of

the convertible bonds using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds

received, net of direct issue costs.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. Joodoooboomod

(n)

POLICIES (cont'd)

Financial instruments (cont’d)

Financial guarantee contracts

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

in accordance with HKAS 18 Revenue.

Derivative financial instruments that do not qualify for hedge accounting
Derivatives that do not qualify for hedge accounting are deemed as
financial assets held for trading or financial liabilities held for trading.
Changes in fair values of such derivatives are recognised directly in

income statement.

Derecognition

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

statement.

For financial liabilities, they are removed from the Group’s balance sheet
(i.e. when the obligation specified in the relevant contract is discharged,
cancelled or expires). The difference between the carrying amount of the
financial liability derecognised and the consideration paid or payable is

recognised in income statement.

(n)
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Revenue recognition

Revenue from properties developed for sale is recognised on the
execution of a binding sales agreement or when the relevant occupation
permit or certificate of compliance is issued by the building authority,

whichever is the later.

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 income statement 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

rights to receive payment have been established.

Revenue from sales of cosmetic products is recognised when goods are

delivered and titles have been passed.

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

asset's net carrying amount.
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Notes to the Consolidated Financial Statements
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. Joodoooboomod

(p)

POLICIES (cont'd)

Taxation
Income tax expense represents the sum of the tax currently payable and

deferred tax.

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

balance sheet date.

Deferred tax is recognised on differences between the carrying amounts
of assets and liabilities in consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit, and
is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences,
and deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible temporary
differences can be utilised. Such 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.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset

to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised. Deferred
tax is charged or credited to consolidated income statement except when
it relates to items charged or credited directly to equity, in which case the

deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when they relate to income
taxes levied by the same taxation 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
For the year ended 3 1st December, 2007

3.

(q)

"

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

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

All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in consolidated
income statement 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 are charged to consolidated
income statement 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

The consolidated financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation currency.
In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the
balance sheet 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
For the year ended 3 1st December, 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. Joodoooboomod

POLICIES (cont'd)

(r)  Foreign currencies (cont'd) (n Ooo000
Exchange differences arising on the settlement of monetary items, 0000000000000 OooooOOo
and on the translation of monetary items, are recognised in income 00000000000 O0D0oDOooOoOOoOo
statement in the period in which they arise. Exchange differences 0000000000000 O0OoOooo
arising on the retranslation of non-monetary items carried at fair value 0000000000000 0DOOoOoo
are included in income statement for the period except for differences 0000000000000 O0OoOooo
arising on the retranslation of non-monetary items in respect of which 000000000000 00DooOoo
gains and losses are recognised directly in equity, in which cases, the 00000000 OooOOooo
exchange differences are also recognised directly in equity.
For the purposes of presenting the consolidated financial statements, 0000000000 DOOoOODoOoOoD
the assets and liabilities of the Group’s foreign operations are translated 0000000000000 O0OoOooo
into presentation currency of the Group (i.e. Hong Kong dollars) at the 000000000 OoOo0omooo
rate of exchange prevailing at the balance sheet date, and their income 00000000000 0O0O0O0OOooo
and expenses are translated at the average exchange rates for the 0000000000 0000O0O00O0
year, unless exchange rates fluctuate significantly during the period, in 0000000000000 Oooooo
which case, the exchange rates prevailing at the dates of transactions 0000000000000 00ODooOo
are used. Exchange differences arising, if any, are recognised as a 0MO00D00000O0O0O0DOO0oOOoo
separate component of equity (the translation reserve). Such exchange 00o0o0oooo
differences are recognised in income statement in the period in which
the foreign operation is disposed of.

(s) Borrowing costs (s) OO00
Borrowing costs directly attributable to the acquisition, construction or 0000000000000 O0OO0OOOO
production of qualifying assets, are capitalised as part of the cost of those 0000000000000 0O0000
assets. Capitalisation of such borrowing costs ceases when the assets are 00000000 O0O0O0O0OO0oOooooOOo
substantially ready for their intended use or sale. 000OO00oDbOOoOoooooo
All other borrowing costs are recognised in income statement in the O00o0Doo0oO0ooooOooooooo
period in which they are incurred. ooooo

(t) Retirement benefits costs ® O00000

Payments to defined contribution retirement benefit schemes are
charged as an expense when employees have rendered service entitling

them to the contributions.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

3.

(u)

v)

(w)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Provisions

Provisions are recognised when the Group has a present obligation as a
result of a past event, and it is probable that the Group will be required
to settle that obligations. Provisions are measured at the Directors'
best estimate of the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value where the effect

is material.

Prepaid lease payments
Payment for obtaining land use rights accounted for as prepaid lease
payments and are charged to consolidated income statement on a

straight-line basis over the lease terms.

Related party transactions
A party is considered to be related to the Group if:

(i)  the party, directly or indirectly through one or more intermediaries,
(a) controls, is controlled by, or is under common control with,
the Group; (b) has an interest in the Group that gives it significant

influence over the Group; or (c) has joint control over the Group;

(i)  the party is an associate;
(i)  the party is a jointly-controlled entity;

(iv) the party is a member of the key management personnel of the

Group or its parent;

(v)  the party is a close member of the family of any individual referred
to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting power
in such entity resides with, directly or indirectly, any individual

referred to in (iv) or (v); or

(vii) the party is a post-employment benefit plan for the benefit of the
employees of the Group, or of any entity that is a related party of
the Group.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (cont'd)

Segment reporting

A segment is a distinguishable component of the Group that is engaged
in providing products or services (business segment), or in providing
products, or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are

different from those of other segments.

In accordance with the Group's internal financial reporting, the Group has
determined that business segment be presented as the primary reporting

format and geographical segment as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items
directly attributable to a segment as well as those that can be allocated
on a reasonable basis to that segment. Segment revenue, expenses,
assets and liabilities are determined before intra-group balances and
intra-group transactions which are eliminated as part of the consolidation
process, except to the extent such intra-group balances and transactions
are between group companies within a single segment. Inter-segment
pricing is based on similar terms as those available to other external

parties.

Segment capital expenditure is the total cost incurred during the period
on additions of segment assets (both tangible and intangible) that are

expected to be used for more than one period.

x)
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

4. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

relevant. Actual results may differ from these estimates.

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

periods.

Critical judgments in applying accounting policies

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

the consolidated financial statements.

Fair value and impairment of available-for-sale financial assets

As described in note 5, the management use their judgment in selecting an
appropriate valuation technique for financial instruments not quoted in an
active market. Valuation techniques commonly used by market practitioners
are applied. The Group's unlisted equity instruments with carrying amount of
approximately HK$229,954,000 (2006: HK$258,549,000) are valued using
a discounted cash flow analysis based on assumptions supported, where
possible, by observable market prices or rates. The estimation of fair value of
these equity instruments also includes some assumptions not supported by

observable market prices or rates.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

4. CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(cont'd)

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

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

required.

Investment properties

As described in note 21, investment properties are stated at fair value
based on the valuation performed by independent professional valuers. In
determining the fair value, the valuers have based on method of valuation
which involves certain estimates. In relying on the valuation report, the
management has exercised their judgment and is satisfied that the method
of valuation is reflective of the current market conditions. Should there are
changes in assumptions due to change of market conditions, the fair value of

the investment properties will change in future.

Income taxes

As at 31st December, 2007, a deferred tax asset of approximately
HK$89,682,000 (2006: HK$86,049,000) in relation to unused tax losses has
been recognised in the Group's consolidated balance sheet. 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 income

statement for the period in which such a reversal takes place.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5.

FINANCIAL RISK MANAGEMENT

The Group’s major financial instruments include equity investments,

borrowings, loan receivables, trade receivables, trade payables, derivative

financial instruments, financial guarantee liabilities, equity-linked notes, time

deposits and bank balances. 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

manages and monitors these exposures to ensure appropriate measures are

implemented on a timely and effective manner.

Market risk

®

(i)

Currency risk

The majority of the Group’s monetary assets and monetary liabilities
by value and the rental income are denominated in Hong Kong dollars
("HK$"), except certain equity investments and equity-linked notes are
denominated in foreign currencies. The currency exposure arising from
the equity investments and equity-linked notes is mitigated primarily
through borrowings denominated in the relevant foreign currencies.
Certain cash and bank balances are denominated in United States dollars
and Renminbi (“RMB"). The conversion of RMB into other currencies
is subject to the rules and regulations of foreign exchange control
promulgated by the PRC government. The Group is exposed to foreign
exchange risk in respect of exchange fluctuation of HK$ against RVB.
The Group currently does not have a foreign currency hedging policy in
respect of foreign current assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging significant

foreign currency exposure should the need arise.

Cash flow interest rate risk

The Group has interest bearing assets and variable-rate borrowings
including advances to associates and bank and other borrowings, and
is therefore exposed to cash flow interest rate risk (see note 29 and
note 41 for details). The Group currently does not have an interest
rate hedging policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate exposure

should the need arise.

The Group's cash flow interest rate risk is mainly concentrated on the

fluctuation of HIBOR, prime rate or the inter-bank borrowing rate.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5.

FINANCIAL RISK MANAGEMENT (cont'd)

Market risk (cont’d)

(i)

(i)

Cash flow interest rate risk (cont'd)

The following demonstrates the sensitivity to a reasonable possible
change in interest rates for interest bearing advances to associates
and variable-rate borrowings, with all other variable held constant, of
the Group's profit before tax (through the impact of floating rates in

advances to associates and borrowings).

If the floating rates had been 50 basis points higher/lower, the Group's:

. profit before tax for the year ended 31st December, 2007 would
decrease/increase by approximately HK$64,700,000 (2006:
HK$52,300,000). This is mainly attributable to the Group's

exposure to interest rates on its variable-rate borrowings.

The Group's sensitivity to interest rates has increased during the current

year mainly due to the increase in variable-rate debt instruments.

Price risk

The Group's equity investments classified as available-for-sale
investments and investments held-for-trading which are measured at
fair value at each balance sheet date and expose the Group to equity
price risk. The Group's equity price risk is mainly concentrated on
equity securities operating in banking, insurance, construction industry
and supply chain industry sectors quoted in the Stock Exchange. The
management manages this exposure by maintaining a portfolio of
investments with different risk profiles. In addition, the Group has
appointed a special team to monitor the price risk and will consider

hedging the risk exposure should the need rise.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT (cont'd)

Market risk (cont’d)
(iii)  Price risk (cont'd)
Sensitivity analysis
The sensitivity analyses below have been determined based on the

exposure to equity price risk at the reporting date.
If equity prices had been 5% higher/lower, the Group's:

. profit before tax for the year ended 31st December, 2007 would
increase/decrease by approximately HK$18,400,000 (2006:
HK$7,100,000). This is mainly due to the changes in fair value of

investments held-for-trading; and

. securities investments reserve would increase/decrease by
approximately HK$569,500,000 (2006: HK$409,000,000) as
a result of the changes in fair value of listed available-for-sale

investments.

The Group's sensitivity to equity prices has increased during the current

year mainly due to the increase in equity investments by value.

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, 2007 in relation to
each class of recognised financial assets are: (a) the carrying amount of those
asset as stated in the consolidated balance sheet; and (b) financial guarantee
provided by the Group which is the amount of contingent liabilities in relation
to financial guarantee issued by the Group. In order to minimise the credit risk,
the management has delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at each balance sheet date 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.

The Group's concentration of credit risk by geographical locations is mainly in

Hong Kong.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT (cont'd)

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

profiles of financial assets and liabilities.

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

refinance bank borrowings whenever necessary.

The table below analyses the Group's financial liabilities that will be settled
into relevant maturity groupings based on the remaining period at the balance
sheet date to the contractual maturity date. The amounts disclosed in the table
are the contractual face value without applying discounted cash flow model

based on the earliest date on which the Group can be required to pay, was as
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follows:

At 31st December, 2007
goooooooooooo
Between Between Between More
1to3 3 months 1 year than
Less than months  tolyear  to5years 5 years
1 month 0oo 0oo oo 0o Total
gooo ooo goo goo oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo oao ooo ooo
Derivative financial liabilities oooooo
Derivative financial instruments oooooo - - - - 50,851 50,851
Non-derivative financial liabilites 0000000
Borrowings oo
— Current oooo 181,206 256,033 2,512,030 - - 2,949,269
- Non-current agoooo - - - 9,373,145 1,444 9,380,589
Creditors and accruals ooooooooo 83,967 40,883 152,350 15,107 3,459 295,766
Securities trading and margin payable 00000000000D 284,165 - - - - 284,165
Amounts due to associates oooooooo - - - 9,754 - 9,754
Amounts due to minority shareholders 00o0oo00o - - - 101,063 - 101,063
549,338 296,916 2,664,380 9,499,069 10,903 13,020,606
Total ao 549,338 296,916 2,664,380 9,499,069 61,754 13,071,457
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For the year ended 3 1st December, 2007

5. FINANCIAL RISK MANAGEMENT (cont'd)

Liquidity risk (cont’d)

Derivative financial liabilities

Derivative financial instruments

Non-derivative financial liabilities
Borrowings

— Current

- Non-current
Convertible bonds
Creditors and accruals
Securities trading and margin payable
Amounts due to associates

Amounts due to minority shareholders

Total

At 31st December, 2007 and 2006, it was not probable that the counterparties
to the financial guarantee contracts will claim under the contracts. Consequent,

the carrying amount of financial guarantee contracts of HK$618,000 (2006:

oooooo
oooooo

ooooooo
oo

ooo

oooo
ooooo
ooooooooo
oooooooooooo
oooooooo
oooooooa

0o

HK$328,000) has not been presented above.

guoooobod

oooooooooooooooon

5. oo on

ooooooooo

At 31st December, 2006

ooooooooooooo

Between Between Between More

1103 3 months 1 year than

Less than months to 1 year to 5 years 5 years
1 month ooo ooo oo oo Total
oooo ooo 0oo 0oo oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo 0oo ooo
= = = = 168,644 168,644
3,926,681 212000 6,865,523 = - 11,004204
= = - 3,696,652 12688 3,709,340
= = = 322,500 = 322,500
43,636 41954 346,377 17,664 2913 452544
191,206 = = = = 191,206
= = = 14,738 = 14,738
= = = 535618 = 535618
4,161,523 253954 7211900 4587172 15601 16,230,150
4,161,523 253954 7211900 4587172 184245 16,398,794

oooocOo0OOoOoO0oooOooOOoOoOooOoOooon
oobDoooOooO0ooOoooDOoooOoooon
ooooooCcoOOoOoooelgooodmmon
goog3zgoooiboooooon
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5. FINANCIAL RISK MANAGEMENT (cont'd)

Fair value of financial instruments
The fair value of financial assets and financial liabilities are determined as

follows:

. the fair value of financial assets and financial liabilities with standard
terms and conditions and traded on active liquid markets are determined

with reference to quoted market bid prices and ask prices respectively;

. the fair value of derivative instruments are determined based on the

quoted prices provided by the securities’ broker; and

. the fair value of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models based
on discounted cash flow analysis using the estimated future cash flows

and the current market rate of return.

The Directors consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost on the consolidated financial

statements approximate their fair values.

6. CAPITAL MANAGEMENT

The Group' 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 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 through the optimization of
the debt afforded by a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions. The Group’s overall

strategy remains unchanged from 2006.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

6. CAPITAL MANAGEMENT (cont'd)

During the year ended 3 1st December, 2007, the capital structure of the
Group mainly consists of debts, which include borrowings from banks and
financial institutions, time deposits, bank balances and cash, and equity
attributable to equity holders, comprising issued capital, reserves and retained
profits respectively. The Directors consider the cost of capital and the risks
associated with each class of capital to monitor its capital structure on the
basis of a gearing ratio. The Group has a target gearing ratio of 30% - 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 is
calculated as total borrowings (as shown in the balance sheet) less cash and

cash equivalents.

The gearing ratios at 3 1st December, 2007 and 2006 were as follows:

guoooobod

oooooooooooooooon

6. D0OD0OODIOO

oboooocbOoobOobOoboO0ooboooboooao
o0oo0oo0oooOmoooooooooon
oomooooOoooooooooooon
oooooooOoO0oooOoO0oocOoOoooooon
ooboobOooooObOOoOoOoOoOooOooOooa
oooo000oO00oooooooO0OoOoOoon
ooooOO0O0ooooOO0O0oOoooOO0OO0d30%0
50000 000000000000 CO0O0OCOO
obooOoocoobOobOooOobOoooOoooa
o0oooo0oooomoooooooon
ooog

obooOoooobOobOOobOOooOOoocbOooa
oooooooooo

2007 2006
HK$"000 HK$'000
ooo ooo
Borrowings — due within one year (i) oooooooo () 2,949,269 11,004,204
Borrowings — due after one year (i) oooooooo () 9,380,589 3,709,340
Convertible bonds (ii) ooooao i - 279,689
Total debts ooo 12,329,858 14,993,233
Cash and cash equivalents (jii) O0O0oOooooao (i (6,653,554) (8,120,777)
Net debt ooo 5,676,304 6,872,456
Net debt ooo 5,676,304 6,872,456
Listed securities investments O00000oo0oOoooo (v
and treasury products (iv) 11,808,001 8,376,377
Net cash position oooooo
(listed securities investments and treasury oooooooo
products excess of net debt) O000O0DOooOoO 6,131,697 1,503,921
Total equity (v) O0oo0Oo (v 47,665,533 35,962,634
Net debt to equity ratio (excluding listed securities 000000000 mOooo
investments and treasury products) O00o00ooOoooOoO 11.9% 19.1%
Net debt to equity ratio (including listed securities 000000000 mOooo
investments and treasury products) ooooooooooo Net cash position Net cash position

oooooo oooobo
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For the year ended 3 1st December, 2007

6. CAPITAL MANAGEMENT (cont'd)

(i)  Borrowings are as detailed in note 41;

(i)  Convertible bonds are as detailed in note 43;

(i) Cash and cash equivalents comprise pledged deposits, time deposits,
bank balances and cash at the balance sheet date;

(iv) Listed securities investments and treasury products are as detailed in
note 30, 31, 33 & 38;

(v) Total equity includes all share capital, reserves and minority interests at

the balance sheet date.

The decrease in net debt to equity ratio was due to an increase in total
equity and a decrease in net borrowings. Increase in total equity was mainly
attributable from the profit retained for the current year and fair value gains on

available-for-sale investments recognised in equity.

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.

In relation to the formation of the wholly foreign-owned enterprise for carrying
out property development business in the PRC, the Group is required to pay up
the specified amount of registered capital for two wholly owned subsidiaries,
namely Evergo Real Estate (chengdu) Company Limited and O 00000 O
00000 (Evergo Enterprises (Chengdu) Company Limited) in 2006 and
2007 respectively. At the balance sheet date, all the required registered capital
was paid up within the specified time in accordance with the relevant laws,

rules and regulations of the PRC.

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

to externally imposed capital requirements.
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

7. TURNOVER

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

returns.

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into five operating
divisions — property development and trading, property leasing, money lending,
listed securities investments and treasury products and unlisted securities
investments, investment holding and brokerage. These divisions are the basis

on which the Group reports its primary segments information.
Principal activities are as follows:

Property development and trading —  Property development and sales

of properties

Property leasing —  Property rental
Money lending —  Loan financing
Listed securities investments and —  Listed securities investments and
treasury products trading, over-the-counter trading
and structured products

Unlisted securities investments, —  Unlisted securities investments,

investment holding and brokerage trading and brokerage

guoooobod
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

Segment information about these businesses is presented below:

INCOME STATEMENT

For the year ended 3 1st December, 2007

Turnover

Tumover from

external customers

Result

Segment result

Unallocated corporate

expenses, net

Finance costs on listed
securities investments and

freasury products
Other finance costs

Other gains and losses, net

Share of results of associates

Profit before tax

Income tax expense

Profit for the year

ooo

oooooooooo

oo

oooo

0000000000

ooooooo
oooooo
ooooo

oooooo

0oooooooo

oooooooa

ooooo

ooooo

ooooo
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gog

oooooooocoooooo

oo

O

gbooboobOoOooooOoooo

Unlisted

Listed securities
securities investments,
investments investment
and holding and

Property treasury brokerage Other
development products 000 operations/
andtrading  Property Money 0000 OC0C0OC unallocated
oooo leasing lending 000 00000 ODO0C0C Consolidated
ooo ooon oo oooo ooon ooo 00
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
ooo ooao ooo ooo ooo ooo ooo
3,403,535 113,331 15,156 4,151,559 99,083 4201 8,446,865
947,959 17,124,591 15,156 1,318,761 351,365 1343 9,759,175
(203,564)
- = - (18,733 - - (18,733
(456,691)
- (1,884) - - - (69769  (71,653)
434,601 91,724 (299) = 8,481 66,924 601,431
9,509,965
(1,177,007)

8,332,868
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

BALANCE SHEET
At 31st December, 2007

Assets oo

Segment assets 0ooo

Interests in associates oooooo
Advances to associates oooooooo
Unallocated corporate assets 0ooooooo
Liabilities oo

Segment liabilities oooo
Unallocated corporate liabilities oooooooo

Property
development
and trading
oooo
000
HK$'000
000

4,739,908

442,287

1,170,405

25,039

Property
leasing
oooao
HK$'000
ooo

45,052,164

615,901

176,100

553,288

gobogoogd

oooooooooooooooon

8. DUUbOouoboonbd

oad

ooooo

ubooobooooooon

Unlisted
securities

securities investments,

Listed

investments

and

treasury

products

Money CO0O00O
lending ooo
0o oooo
HK$'000 HK$'000
ooo ooo
64,546 12,268,020
(251) -
6,123 -
57 228,503

investment
holding and
brokerage
ooo

Other

operations/

00000 unallocated

ooooo
oooo
HK$'000

ooo

1,891,023

285,490

00000 Consolidated

ooo oo
HK$'000  HK$'000
ooo ooo
58,332 64,073,993
152,999 1,210,936

—

3 1,352,741
16,637

66,714,307

29,655 1,122,030
17,926,744

19,048,774
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Notes to the Consolidated Financial Statements Oo00ooooog
For the year ended 3 1st December, 2007 ooooooooooooooooo

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. UUbboOooOoouooano

(cont'd) Ooo
OTHER INFORMATION oooo
For the year ended 31st December, 2007 000oo0ooOoooOoooooon
Unlisted
securities
investments,
investment
holding and
Property brokerage
development ooo
and trading Property onooo Other
00oo leasing ooooo operations  Consolidated
000 oooo oooao oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
ooo ooo ooo ooo ooo
Capital additions oooo 1,227,355 444,407 195,588 14,300 1,881,650
Depreciation oo - 16,090 - - 16,090
Amortisation oo 24,867 609 - 1,430 26,906

Qther non-cash expenses 0oC0oooo - 1,884 - - 1,884
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

INCOME STATEMENT

For the year ended 31st December, 2006

Turnover

Tumover from external
customers

Result

Segment result

Unallocated corporate
expenses, net

Finance costs on listed
securities investments and
treasury products

Other finance costs

Other gains and losses, net

Share of results of associates

Profit before tax

Income tax expense

Profit for the year

ooo

ooooooooon

oo

oooo

oooooooooo

oooooo

ooooooo

ooooao

oooooo

ooooooooo

oooooooa

ooooo

ooooo

ooooo

gobogoogd

oooooooooooooooon

8. DUUbOouoboonbd

oad

ooo

oboobooooboooboooo

Unlisted
Listed securities
securiies — investments,
investments  investment
and  holding and
Property treasury  brokerage Other
development products 000  operations/
and trading Property Money  OOOO OOCOD  unallocated
oooo leasing lending 000 00000 00000 Consolidated
000 oooo 0o oooo oooo ooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
000 ooo ooo ooo 0oo ooo ooo
10,700 667913 9976 4040018 35,182 - 4763789
(194762) 7528646 9976 868217 266,156 - 8478233
(154,757)
- - - (178995) - - (178995
(274524)
= 56,892 = = = 995 57,887
1,010,296 111,622 58 = 7618 5573 1,135,167

9,063,011
(1,505,924)

7,557,087
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. UUbboOooOoouooano

(cont'd)

BALANCE SHEET
At 31st December, 2006

Unlisted
Listed securities
securities  investments,
investments  investment
and  holding and
Property freasury  brokerage Other
development products 000  operations/
and trading Property Money  0OOOO O0OOOO  unallocated
oooo leasing lending 000 00000 00000 Consolidated
ooo oooo oo oooo oooo ooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo oao ooo ooo oao ooo
Assets 0o
Segment assets oooo 5,614,067 38,172,801 66,008 10,663,250 664,772 38251  55219,149
Interests in associates ooooon 816,713 513,885 43 - - 65710 1,396,351
Advances to associates gooooooo 753511 169,054 9,096 - - - 931,661
Unallocated corporate assets Dooooooao 87,166
57,634,327
Liabilities oo
Segment liabilities gooo 872,095 316,260 99 4067818 218,327 40,731 5,515,330
Unallocated corporate liabilities 00oooooo 16,156,363

gog

ooooo

oboobooooobooon

21,671,693
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

OTHER INFORMATION

For the year ended 31st December, 2006

Capital additions
Depreciation
Amortisation

Impairment losses recognised in
the income statement

Other non-cash expenses

Geographical segments

ooog

oo

oo

oooooo
oooooo

ooooooo

No further geographical segment information is presented as the activities of

the Group carried out in Hong Kong and the assets of the Group located in

Hong Kong is the only major geographical segment of the Group.

9. OTHER INCOME

Included in other income are:

Building management fee income

Building management fee expenses

Exchange gain, net

Management fee income

ooooooo

ooooooo
ooooooo

oooooo
ooooo
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8. DUUbOouoboonbd

oad

oooo

obooobooooboooboooo

Property
development
and trading Property
oooo leasing  Consolidated
aogo aoood ogd
HK$'000 HK$'000 HK$'000
aogo ooo oog
2,547,170 897,110 3,444,280
= 14,235 14,235
= 609 609
200,000 = 200,000
- 13,474 13,474
oooon

ooboooo0oooOooocOoOooOoOoooOooon
oobooooooooOoooOooooooon
oooooooooooooooao

S. U
2007 2006
HK$ 000 HK$'000
0oo 00O
56,879 59,281
(38,940) (37,882)
17,939 21,399
3,451 -
- 1,159
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For the year ended 3 1st December, 2007

10. INVESTMENT INCOME, NET

Gain on financial assets at fair value through
profit or loss classified as held-for-trading:
Unrealised gain on investments

held-for-trading

Financial assets at fair value through profit or loss
classified as designated:

Unrealised (loss) gain on equity-linked notes

Realised gain (loss) on equity-linked notes

Net loss on financial assets at fair value

through profit or loss classified as designated

Financial liabilities at fair value through profit or loss
classified as held-for-trading:
Unrealised gain (loss) on derivative
financial instruments
Realised gain (loss) on derivative financial

instruments

Net gain (loss) on financial liabilities at fair value

through profit or loss classified as held-for-trading

Realised gain on bonds
Transfer from equity on disposals of
available-for-sale investments
Other investment income
Dividend income on:
Listed investments
Unlisted investments
Interest income
Imputed interest on:

Advances to associates

0
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2007 2006
HK$'000 HK$'000

ooo 000
20,372 5,066
(6,311) 2,366
2,427 (17,632)
(43,884) (15,266)
51,925 (16,555)
65,868 (59,940)
117,793 (76,495)

- 8
888,684 233,012

- 11,968

89,986 69,597
65,755 83,746
227,292 461,315
33,073 60,284
1,399,071 833,235
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

10. INVESTMENT INCOME, NET (cont'd)

Included in interest income are interest from equity-linked notes & bonds and
derivative financial instruments amounted to approximately HK$12,000,000
(2006: HK$245,000,000) and approximately HK$51,000,000 (2006:
HK$137,000,000) respectively.

11. OTHER EXPENSES

Included in other expenses are: ooooooo
Amortisation of intangible assets oooooo
Expenses for specific transactions oooooo
Impairment loss recognised in respect of ooooooo
accounts receivable oooooo

12. ASSET CLASSIFIED AS HELD FOR SALE

On 27th December, 2006 and 8th December, 2006, Superkey Development
Limited and Boria Enterprises Limited, indirect wholly owned subsidiaries of
G-Prop (Holdings) Limited (“G-Prop”), which was a 50.1% interest subsidiary
of the Group as at 31st December, 2006, entered into sale and purchase
agreements with two independent third parties (“the Purchaser”) in relation to
the disposals of a car park located at No. 4106, 4/F., Bank of America Tower,
12 Harcourt Road, Hong Kong (the “Car Park”) and property located at 3rd
Floor, Chung Kiu Godown Building, 63-71 Lei Muk Road, Kwai Chung, New
Territories, Hong Kong (the “Property”) at considerations of HK$538,000 and
HK$8,800,000 respectively. The Car Park was satisfied by the Purchaser in cash
and completed on 19th January, 2007 and the Property was satisfied in cash
and completed on 31st May, 2007. In accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations, the above investment
properties have been presented as assets classified as held for sale in the

consolidated balance sheet as at 3 1st December, 2006.
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Notes to the Consolidated Financial Statements oo0ooooon

For the year ended 3 1st December, 2007 oooooooooooooooon
13. PROFIT FOR THE YEAR 13. 00000
2007 2006
HK$'000 HK$'000
ood goo
Profit for the year has been arrived at after oooooo
(charging) crediting: Mmoomoo
Total staff costs: oooooo
Staff costs, including Directors” emoluments O00mooooooo (94,997) (86,432)
Retirement benefits scheme contributions, Ooooooooooo
net of forfeited contributions of HK$197,000 OO0O0oo197,00000
(2006: HK$473,000) 0000000 473,000000 (4,268) (3,517)
(99,265) (89,949)
Auditors' remuneration ooooo (1,925) (3,505)
Depreciation oo (16,090) (14,235)
Amortisation oQ (609) (609)
Cost of investments held-for-trading recognised oooooooooon (3,963,100) (3,761,509)
Cost of trading properties recognised ooooooon (2,240,217) (5,345)
Cost of cosmetic products recognised ooooooo (1,300) -
Share of tax of associates oooooooo
(included in share of results of associates) O0ooooooooooo (89,152) (227,267)
Gain on disposals of investments held-for-trading 0oooooo
included in gross profit: OoooOooooOooo
Increase in market value of investments ooooooo
held-for-trading ooooooo 186,960 256,613
Realised exchange (loss) gain on translation of ooooooooo
investments held-for-trading ooooooomoom o (4,191) 14,255
182,769 270,868
Gross rental income from investment properties oooOoooooog 773,331 667,913
Less: Direct operating expenses from investment oooooooooon
properties that generated rental income ooooooooo
during the year oooooooood (59,160) (48,864)
Direct operating expenses from investment ooooooooooooo
properties that did not generate rental Ooooooooo
income during the year oooooooood (13,144) (11,652)

701,027 607,397
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14. FINANCE COSTS

Interest on:
Bank loans wholly repayable within five years
Bank loans wholly repayable over five years
Other loans wholly repayable within five years

Amounts due to minority shareholders

Imputed interest on:
Amounts due to associates
Amounts due to minority shareholders
Convertible bonds

Total interest
Exchange loss on translation of foreign
currency loans

Other finance costs

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

under development

gobogoogd

oooooooooooooooon

14. 0000
2007 2006
HK$'000 HK$'000
ooo ooo
ooQ
000000000000000 522,265 345,606
000000000000000 1,633 1,760
000000000000000 106,427 156,393
0oooooooo 21,756 33,278
652,081 537,037
ooooo
000000000 1,006 985
0oooooooo 2,751 16,726
oooooo 4,050 21,187
7,807 38,898
oooo 659,888 575,935
oooooooo
12,306 22,602
oooooo 4,242 3,324
676,436 601,861
000000000
0ooooO0oooooo (40,602) (92,979)
000000000
0ooooO0oooooo (60,410) (55,363)
575,424 453,519
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15. OTHER GAINS AND LOSSES, NET
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oooooon

ooooooooooooooonn

15000000000
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2007 2006
HK$°000 HK$'000
ooo oono
Included in other gains and losses, net are: O00o0oDOoOoDOoooo
Impairment loss reversed in respect of O0oo0oOooooooo
advances to associates oooooo 1,719 897
Impairment loss recognised in respect of O0oooooOoooooo
advance to an associate oooooo (1,884) (13,474)
Gain on disposal of a subsidiary (Note) 000000000 mOooo 158,212 -
Gain on deemed disposal of interest in an associate OO0 O00O0O00OO0OOOOO 5,103 -
Gain on disposal of an associate oooooooooo - 70,366
Loss on conversion of convertible bonds by O000DO0ooooooo
cash settlement oooooo (236,705) -
Discount on acquisition of a subsidiary OoooOoooooo 624 -

goooooOoOoOoOOoOO0OO0OOOOO0OO0OO0O0O0O0000
gooooOooooooisaiednon

Note: Gain on disposal of a subsidiary arose from disposal of 15.11% interest in G-Prop
by placing on 7th June, 2007.

16. DIRECTORS" EMOLUMENTS le. 00O

Fees and other emoluments paid or payable to each of the 5 (2006: 7) 00000000 0D0D0O0D0DOOOOOOOOd
gooooOoOoOOOoOO0OO00mooboobooo

0oooooooboooDbo

directors for the years ended 31st December, 2007 and 2006 were as follows:

2007 2006

Salaries Salaries

and other and other

emolument emolument
Fee ooo Total Fee ooo Total
oo [0OO0O0o0O oo oo 0000 oo
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oogd oog ood ood oogd oogd
Mr. Joseph Lau, Luen-hung 0oooo - 3,600 3,600 - 3,600 3,600
Mr. Thomas Lau, Luen-hung ooooo - - - - 2,290 2,290

(resigned on 15th December, 2006) ooooooo
ooooooooo
Mr. Lau, Ming-wai gpooo - 1,200 1,200 = 55 55
(appointed on 15th December, 2006) oooooog
oooooooooo

Mr. Koon, Wing-yee ooooo - - - 6 = 6
Mr. Chan, Kwok-wai ooooo 180 - 180 150 - 150
Mr. Cheng, Kwee gooo 180 - 180 150 - 150
Ms. Phillis Loh, Lai-ping gpooo 180 - 180 140 = 140
540 4,800 5,340 446 5,945 6,391
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For the year ended 3 1st December, 2007 ooooooooooooooood

16. DIRECTORS" EMOLUMENTS (cont'd) le.000mon

No Directors waived any emoluments for the years ended 31st December, 00000000000 O0O0OO0OoOooooOoo
2007 and 2006. ooooboooooboooboooo

17. EMPLOYEES' EMOLUMENTS 17.0000

Of the five individuals with the highest emoluments in the Group, two 00000000000 o0o0DmOoooooo
(2006: two) were executive directors of the Company whose emoluments 0000000000000 ooooooo
are included in the disclosures in Note 16 above. The emoluments of the 0016000000000 0O0ODOOOOODO
remaining three (2006: three) individuals disclosed pursuant to the Listing 0000000 ooooooo

Rules were as follows:

2007 2006
HK$°000 HK$'000
aooao ooao
Salaries and other benefits Ooooooo 3,588 3,296
Retirement benefit scheme contributions oooooooo 238 166
3,826 3,462
Their emoluments were within the following bands: ooooooooooo
Number of employees
ogoood

2007 2006

Nil = HK$1,000,000 00 1,000,000 00O 1
HK$1,000,001 — HK$ 1,500,000 1,000,001 OO0 0O 1,500,000 00 O 1 0
HK$1,500,001 — HK$2,000,000 1,500,001 O O 0 2,000,000 0 O 1 1

During the years ended 3 1st December, 2007 and 2006, no emoluments O00000oO0oOOoooOooOoooOooooo
were paid by the Group to the five highest paid individuals or Directors, as 000000000000 00D0O0OO0OoOooO
an inducement to join or upon joining the Group as compensation for loss of 00000000000 0OO0OO0oDooooOoO
office. goboooooboooo
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18. INCOME TAX EXPENSE

The charge (credit) comprises: O00moomoo

Current tax: ooooo
Hong Kong Profits Tax oooooo
Other than Hong Kong ooooooo

Underprovision in prior years: ooooooooo

Hong Kong Profits Tax oooooo

Other than Hong Kong ooooooo
Deferred tax: ooooo

Current year oooo

Overprovision in prior years ooooooooo

Hong Kong Profits Tax is calculated at 17.5% on the estimated assessable
profits for the both years. Taxation arising in other jurisdictions is calculated at

the rates prevailing in the relevant jurisdictions.

On 16th March, 2007, the People’s Republic of China promulgated the Law
of the People’s Republic of China on Enterprise Income Tax by Order No. 63
of the President of the People’'s Republic of China, which will change the tax
rate from 33% to 25% for certain subsidiaries from 1st January, 2008. The
deferred tax balance has been adjusted to reflect the tax rates that are expected
to apply to the respective years when the asset is realised or the liability is
settled.

The major deferred tax liabilities recognised by the Group is deferred tax on
fair value changes on investment properties of HK$994,206,000 (2006:
HK$1,431,805,000) for the year.

Annual Report2007 OO 0O0OOOO

oooooon

ooooooooooooooonn

18. 00000
2007 2006
HK$'000 HK$'000
ooo ooo
174,389 42,038
9,556 5,852
183,945 47,890
1,181 2,960
1,181 2,960
992,588 1,455,288
(617) (214)
991,971 1,455,074
1,177,097 1,505,924

ooooooocoO0oooOooOocOoOooOOoOoon
oopoo175%00000000000000
oooooooocoooooooon

ooooooOoOoo0oooooooOooooon
gooooooobDDODbDOe30 000000
ooooooOoOoO0ooOooO0OOoOoOooOoOoon
0000000000000 33%00 25%0
oobooooOoOoO0oOooooooOooooon
ooooooOoooooooooo

0000000000 0000O0O00000O0
000000000000 994,206,0000 (0 O
00000 1,431,8050000 O (O
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Notes to the Consolidated Financial Statements
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18. INCOME TAX EXPENSE (cont'd)

The tax charge for the year can be reconciled to the profit before tax as follows:

gobogoogd

oooooooooooooooon

18. 000

gboooboobooooooobooo

Profit before tax

Tax at Hong Kong Profits
Tax rate of 17.5%
Tax effect of share of results of associates
Tax effect of expenses not
deductible for tax purpose
Tax effect of income not
taxable for tax purpose
Underprovision
in respect of prior years
Tax effect of tax losses not recognised
Tax effect of utilisation of tax losses
previously not recognised
Tax effect on accelerated accounting
depreciation over tax depreciation
not provided in prior years
Effect of different tax rates of subsidiaries
operating in other jurisdictions
Others

Tax charge for the year

oooon

o00o00000dad 17.5%
oooooo
ooo0O0OO00oOooooon
o0oooooooon
oooooao
o0o0ooooooon
oooooao
oooooooo

ooooooobooobooo
ooo0oOoOooooooo
ooooo
ooo0oOoOooooooo
ooooooooao
oooooao
o0o0ooooboOooboOoon
ooooooooooo
oo

oooo

2007 2006
HK$'000 %  HK$'000 %

OO0 OO0

9,509,965 9,063,011
1,664,244 175 1,586,026 175
(105,251) (1.1)  (89,638) (1.0)
297,095 3.1 513203 5.7
(720,878) (1.6)  (471,619) (5.2)
564 - 2,746 -
60,656 0.6 178 -
(52,853) (0.5)  (33,154) (0.4)
(1,307) - (6,404) ©.1)
34,827 0.4 4,628 0.1
- - (42) _
1,177,097 124 1505924 16.6
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19. DIVIDENDS 19. 00
2007 2006
HK$'000 HK$'000
ood goo
(@) Final dividend for 2006 paid on (@ooO0oo0oooooo
15th June, 2007 of HK 18 cents goooooooooo
(2005: HK 12 cents) per share ooooO0o0oooo1800O

oomooooooi2000

Cash ooog 129,774 108,128
Share alternative under scrip dividend scheme 00 O0000000OO0OOO 277,095 158,639
406,869 266,767
(b) Interim dividend for 2007 paid on () DOODODOOODOODO
3rd October, 2007 of HK 13.5 cents ooDoooooo
(2006: HK 12 cents) per share oooooo 13500

oooooooi2000

Cash o0 121,204 72,965
Share alternative under scrip dividend scheme 00o0o0oooooooo 187,165 195,905
308,369 268,870

Total dividends paid ooooooo 715,238 535,637

The final dividend of HK 22.5 cents (2006: HK 18 cents) per share has been 0000000000000 225000000
proposed by the Directors and is subject to approval by the shareholders in O0o0i1sd0@mMO0OO0OnoOooOoooon

general meeting.
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20. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to equity

holders of the parent is based on the following data:

Earnings:

Earnings for the purposes of basic earnings per share
(profit for the year attributable to
equity holders of the parent)

Effect of dilutive potential ordinary shares:

Imputed interest on convertible bonds

Earnings for the purposes of diluted earnings

per share

Number of shares:
Weighted average number of ordinary shares

for the purposes of basic earnings per share

Effect of dilutive potential ordinary shares:
Convertible bonds

Weighted average number of ordinary shares

for the purposes of diluted earnings per share

ooo
ooooooobooon

gobogoogd

oooooooooooooooon

20. 0000

obooOoooobOobOOobOOooOOoocbOooa
oooooooooood

Mmooooooocooooo

oooooooo

ooooooooooo
ooooooooooo

oooooooo
oooo

ooooo
oooooooo
oooooooobooo

ooooooobooon
oooooo

oooooooon
ooooboooooo

Diluted earnings per share for the year ended 31st December, 2007 is the

same as the basic earnings per share as there were no dilutive potential

ordinary shares outstanding.

2007 2006
HK$"000 HK$'000
ooo 0oo
8,195,857 7,477,345
21,187

7,498,532

Number of shares
oooo
2007 2006

2,277,396,424 2,204,297,086

46,269,727

2,250,566,813

oboooocoOobOobOOooOooboobobo
oobooooOooooOoOoOooOoOooOocOoon
oooobooboooo
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21. INVESTMENT PROPERTIES 21.0000
HK$'000
ooo
Fair value ooO
At 1st January, 2006 oooooooooo 24,062,965
Acquisition of subsidiaries oooooo 393,000
Additions oo 476,796
Increase in fair value recognised in the Ooooooon
income statement oooooo 6,921,971
Reclassification to asset held for sale Ooooooooooo (9,338)
Disposals oo (73,524)
At 31st December, 2006 ooooboooooboooon 31,771,870
Additions oo 405,793
Increase in fair value recognised in the oooooooo
income statement oooooo 6,421,788
Disposal of a subsidiary oooooooo (35,600)
Disposals oo (65,411)
At 31st December, 2007 ooboooooboobono 38,498,440

The market value of the Group's investment properties at 31st December, 000000000000 O0OO0OO0OOOOOn
2007 has been arrived at on the basis of valuation carried out on that date by 0000000 0ODO0Do0Oo0moooooo
Messrs. Norton Appraisals Limited (“Norton Appraisals”), independent qualified 000000000000 OOOOOOOOn
professional valuers not connected with the Group who has appropriate 0000000000000 oOoooooon
qualifications and recent experiences in the valuation of similar properties in 000000000000 O0OO0O0OOOOOn
the relevant locations. The valuation report on the investment properties is 0000000000000 0OoOoooOon
signed by a director of Norton Appraisals, who is a member of the Hong Kong 0000000000000 DO0oOO0DOo
Institute of Surveyors. The valuation, which conforms to the Hong Kong Institute 0000000000000 O0o0oooo
of Surveyors Valuation Standards on Properties (1st Edition 2005) published OMoooooooooon

by the Hong Kong Institute of Surveyors, was based on market value basis.
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21. INVESTMENT PROPERTIES (cont'd) 2. 0000000

All of the Group's property interests held under operating leases to earn rentals 00000000000 O0O0OO0OoOooooOoo
or for capital appreciation purposes, are measured using the fair value model 0000000000000 DOOOooOoOooO

and are classified and accounted for as investment properties. O00o00oooOooo
The carrying value of investment properties shown above comprises: O0oooooOoooOooo
2007 2006
HK$'000 HK$'000
ooo ooo
Properties in Hong Kong held under: O00o00ooOoooooooo
Long lease ooooo 30,710,400 26,684,270
Medium-term lease ooooo 6,336,400 3,967,400
37,046,800 30,651,670
Properties outside Hong Kong held under: O00o0D0ooO0oOoooooooo
Long lease ooooa 457,900 304,000
Medium-term lease ooooo 993,740 816,200
1,451,640 1,120,200

38,498,440 31,771,870
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22. PROPERTY AND OTHER FIXED ASSETS

Cost

At Tst January, 2006
Acquisition of subsidiaries
Additions

Disposals

At 31st December, 2006
Acquisition of a subsidiary
Additions

Disposals

Exchange adjustments

At 31st December, 2007

Depreciation
At 1st January, 2006

Charge for the year

Elimination upon disposals
At 31st December, 2006
Charge for the year
Elimination upon disposals
Exchange adjustments

At 31st December, 2007

Carrying amounts
At 31st December, 2007

At 31st December, 2006

The Group's buildings are situated in Hong Kong and held under medium-term

leases.

oo
oooooococooo
oooooo

oo

oo

oooooooooocooo

oooooooo

oo

oo

oood

ooooooOocoOoooon

oo
oooooooooo

oooo
ooooa

ooooooOCocoOoooon

oood

ooooo

oood

ooooooOCocoOoooon

ooo
oooooooooocooo

ooooooOocooooon

Annual Report2007 OO 0O0OOOO

oooooon

ooooooooooooooonn

22.000000000

Furniture,
fixtures
and Yachts and
equipments motor

Buildings 0oooo vehicles Total

oo ood opoooo oo
HK$'000 HK$'000 HK$'000 HK$'000

oog ooo ood googd
59,679 85,178 40,124 184,981
= 24 495 519

= 5,248 21,547 26,795
= (4,614) (5713) (10327)
59,679 85,836 56,453 201,968
= 34 42 76

= 3,242 35372 38,614
= (2,465) (9,633) (12,098)

= 57 117 174
59,679 86,704 82,351 228,734
8,832 77,207 30,053 116,092
1,501 3616 9,118 14,235
- (4614) (5.102) (9716)
10,333 76,209 34,069 120611
1,502 3,928 10,660 16,090
= (2,446) (7,457) (9,903)

= 30 60 90
11,835 77,721 37,332 126,888
47,844 8,983 45,019 101,846
49,346 9,627 22,384 81,357

oooooooooooooooocoooo
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oooooooooooooooon

23. PROPERTIES UNDER DEVELOPMENT 23. 00000
HK$'000
ooo
Cost oo
At 1st January, 2006 goooboooon 23,902
Additions OO 26,384
Transfer to stock of properties ooooooo (50,286)
At 31st December, 2006 goooooooooood -
Additions OO 33,548
At 31st December, 2007 oooooooboooooo 33,548
Carrying amounts ooo
At 31st December, 2007 ooooboooboooon 33,548
At 31st December, 2006 oooooooboooooo =
The carrying value of properties under development comprises: O00o0o0oooooooo
2007 2006
HK$°000 HK$'000
goo ooo

Leasehold properties in Mainland China held under:

Medium-term lease

obooobOooboooobooon
ooooo 33,548 =
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24. PREPAID LEASE PAYMENTS 24. 000000
2007 2006
HK$'000 HK$'000
ood goo
The Group's prepaid lease payments comprise: O00ooooOoooooo
Leasehold land in Hong Kong held under: Oo0o0ooOOoooooooo
Long lease ooooao 248,661 249,250
Medium-term lease ooooo 227 247
248,888 249,497
Leasehold land in Mainland China held under: O000D000000OOoO0oOooo
Medium-term lease ooooo 1,168,743 —
1,417,631 249,497

Amortisation expense on prepaid lease payments of HK$24,867,000 (2006: O0o0OoO248670000 D 0000O0OOO
Nil) has been capitalised to properties under development for the year. O000o00oo0ooO0OooOooooooo
Amortisation expense on prepaid lease payments of HK$609,000 (2006: O00D00oO0oOooge0o0000 MOOOOOO
HK$609,000) has been charged to consolidated income statement for the 6090000 0 0000 O0O0O0O0O0OOOOO

year. obooooo
25. PROPERTY INTERESTS HELD FOR FUTURE 25. 000000000000
DEVELOPMENT
2007 2006
HK$°000 HK$'000
oog oodno

Cost oo
At 1st January and 3 1st December 0000000000000 71,118 71,118
Impairment loss oooo
At 1st January and 3 1st December oooooooooooog (71,118) (71,118)
Carrying amounts 00O

At 1st January and 3 1st December Oo0oooooOoooooo - -
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25. PROPERTY INTERESTS HELD FOR FUTURE
DEVELOPMENT (cont'd)

The property interests held for development project in Chenghai Royal
Garden, Shantou, the PRC is held by a wholly owned subsidiary of Chi Cheung
Investment Company, Limited ("Chi Cheung"), which is a 61.96% interest
subsidiary of the Group. Under a Contract for Pre-registration of Grant of State-
owned Land Use Right (the “Contract”) with the district bureau of Chenghai
dated 5th August, 1992, the Group had made certain down payment.
However, the Group subsequently determined not to proceed with the land

requisition and requested for refund.

In April 2005, the Group commenced legal proceedings at the Shantou City
Intermediate People’s Court (the “Intermediate Court”) to terminate the
Contract with the Shantou City Planning and State-owned Land Resources
Bureau (“Chenghai Bureau”). In view of the uncertainty in the recoverability of
the amount claimed and any other entitlements under the Contract, the Group
had made a full provision for an impairment loss of HK$71,118,000 during
2004.

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

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

months.

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

guoooobod

oooooooooooooooon

2. 00000 obooooad
oad

oobooo0OoooOoocOoO0ooOoOooocooon
ooooocoobogelsewbOOonoonoOn
o000 Odnoodoooooooon
oooooooOooooooooooocoon
ooboooooocOooooooOonooOno
oobooooOoooooooooooooon
oooooooooooooooao

obooOoocbOoo0oobOobOOobOoooOooao
o000 oo0ooo0ocOooooaono
oobodOooooooooocooooooon
oooo0o0ooOoO0ooooooooooooon
ooooooooooooooon 71,118,000
oooooooo

oboooocoobOobOoboobOoooboooao
ooo0ooo0ooOOoOo0oooooooooooon
oooOooooooooOoooOOnoooonO
oooooo0ooOoOoO0OOoO0oO0oOoOooocooon
obooobooooooon

obooOoocboobOobOobOobOoooOooa
oo0oooOoooooooooo@oooo
oobooboobOoooOooocboooon
O0@UOOO0oooooooooooooooo
oboooocoOoobOobOOobOobOOoooOooOa
oooooo

ooooo0OoOoO0oooooooooocooon
oooooooooooooooooo
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26. INTANGIBLE ASSETS

Cost
At 1st January, 2006
Redlassification to available-for-sale

investments

At 31st December, 2006

Acquisition of a subsidiary

At 31st December, 2007
Amortisation and impairment
At 1st January, 2006
Redlassification to available-for-sale

investments

At 31st December, 2006

Amortisation for the year

At 31st December, 2007

Carrying amounts
At 31st December, 2007

At 31st December, 2006

oo
oooooooooo
ooooooooo

ooooooOocoOoooon

oooooooo

ooooooooocooo

ooooo

ooooooCocooo
ooooooooo

ooooooOocoOoooon

oooo

ooooooooocooo

ooo
ooooooOCocoOoooon

ooooooooocooo

ooooooooooooooonn

26.0000
Trading and
Club exchange
debentures rights Trademark Total
oood oooooa oo oo
HK$'000 HK$'000 HK$'000 HK$'000
ood oood ooo ooo
24307 2,705 = 27,012
(24,307) = = (24,307)
= 2,705 = 2,705
= = 14,300 14,300
= 2,705 14,300 17,005
8,356 2,705 = 11,061
(8,356) = = (8,356)
= 2,705 = 2,705
= = 1,430 1,430
= 2,705 1,430 4,135
- - 12,870 12,870
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27. GOODWILL

Cost
At Tst January, 2006, 3 1st December, 2006
and 31st December, 2007

Impairment
At Tst January, 2006, 3 1st December, 2006
and 31st December, 2007

Carrying amount
At 31st December, 2007

At 31st December, 2006

28. INTERESTS IN ASSOCIATES

Cost of investment in associates
Listed in Hong Kong
Unlisted

Share of post-acquisition profits,

net of dividend received

Market value of investment in associates

Listed in Hong Kong

The Company provided corporate guarantee to secure bank loans granted to
its associates. The fair value of the financial guarantee contract was determined
by Norton Appraisals, independent qualified professional valuers, and it was

recognised as interests in associates and financial guarantee liabilities in the

Group's consolidated balance sheet.

Particulars of the Group's principal associates at 31st December, 2007 are set

out in Note 57.

27.00
HK$'000
ooo
od
ooooooOooooooooooocooooon
oooooooooooooo 47,748
od
ooooooOooooooooooocooooon
oooooooooooooo 47,748
ooo
ooooooooooooo -
oooooooooocooo =
280000000
2007 2006
HK$°000 HK$'000
ooo ooo
ooooooDooo
ooooono 47,772 =
oooo 308,254 307,926
ooooooo
ooooooo 854,910 1,088,425
1,210,936 1,396,351
oooooooo
oooooo 269,523 =

oo

oooooooos7d

ooboooooOoOoDOoOoOooOoOoDOoOoon
ooboooooOoooooOoooOooOocOoon
oobDoooooO0ooOOoo0O0ooOooDoooon
oobooooOooO0oOoocOoOoOoOooOocOoon

obooOoooOobOobOOobOOooOobobOobo
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28. INTERESTS IN ASSOCIATES (cont'd) 280000000000

The investment properties of the Group's principal associates were revalued at 00000000000 O0O0O0O00ooooOo
31st December, 2007 by Norton Appraisals. The valuation, which conforms to 00000000000 0ooO0ooDoDooOoo
The Hong Kong Institute of Surveyors Valuation Standards on Properties (1st 00000000000 O0O00O0OoDoOOommDO
Edition 2005) published by the Hong Kong Institute of Surveyors, was based 0000000MOoO000o0ooooooon

on market value basis.

The summarised financial information in respect of the Group's associates is 00000000000 OoOoOOooooO

set out below:

2007 2006
HK$°000 HK$'000
ooao oono
Total assets aooo 11,883,342 11,568,969
Total liabilities ooo (8,718,169) (8,197,694)
Net assets ooad 3,165,173 3,371,275
Minority interest gooooo 12,828 22,031
3,178,001 3,393,306
Group's share of net assets of associates ooooooooogo 1,210,936 1,396,351
Turnover 0oo 2,311,861 6,131,011
Profit for the year ooooo 1,575,943 2,924,850
Group's share of results of associates for the year Oooooooooooooo 601,431 1,135,167

A legal action against an 50% associate of the Group, The Kwong Sang Hong 000050%0 00 0 The Kwong Sang Hong
International Limited (“Kwong Sang Hong"), was taken by a Chinese joint International Limited 0 D0 O 000000 DO
venture partner of Kwong Sang Hong in respect of a development project in oooooooooooooooooooOon
the PRC. Pending the interpretation of the judgment of retrial, provision of 000000000000 000O000o00on
HK$19,700,000 (2006: HK$19,700,000) against damages, legal costs and O0O00O0O0oOo19,7000000000 00O
interest was made by Kwong Sang Hong. 0000 19,700,0000 0 M

In October 2007, G-Prop allotted and issued 493,678,883 and 740,518,325 000000000000 D0O0000O0.1620
new shares at an issue price of HK$0.162 each to Asian Kingdom Limited and 0 O Asian Kingdom Limited0O O OO OO0OODO
an indirect wholly-owned subsidiary of Kingboard Chemical Holdings Limited. 0000000000000 0 493,678,883 O
Accordingly, the Group's shareholding in G-Prop has decreased from 34.99% 7405183250000 00000000000
to 13.69%, resulting in a gain on deemed disposal of interest in an associate 00 3499%000 13.69%0 00000000
of approximately HK$5,103,000. O00oOoooOooo 5103000000
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29. ADVANCES TO ASSOCIATES

Interest bearing advances to associates Oo0oOooOooooo
Interest-free advances to associates doooooooooo

The advances to associates are unsecured. An approximately HK$1,183,635,000
was expected to be repayable in 2010 and 2011 and the amount is therefore
shown as non-current. For the remaining HK$169,106,000, the Group will
not demand repayment within one year from the balance sheet date and the
amounts are therefore shown as non-current. The interest bearing advances to
associates bear interest at the prevailing market rates. The Directors consider
that the fair value of the interest-free advances as at the balance sheet date,
determined based on the present values of the estimated future cash flows
discounted using the prevailing market rates at the balance sheet date,

approximates their carrying amounts.

guoooobod

oooooooooooooooon

2.0 0000oooad

2007 2006
HK$'000 HK$'000
ooo ooo
168,064 166,056
1,184,677 765,605
1,352,741 931,661

000000000000 O0000
1,183,6350000 0 000000000000
00000000000000000000
000000 1691060000 00000000
000000000000000000000
000000000000000000000
000000000000000000000
00000000000 0000000000
000000000000000000000
0000O0ooooooon

30. AVAILABLE-FOR-SALE INVESTMENTS 30.0000
Available-for-sale investments comprise: unooooon
2007 2006
HK$"000 HK$'000
ooo ooo
Listed investments: ooooo
— Equity securities listed in Hong Kong O0oo00ooooooo 11,389,583 8,179,251
Unlisted fund: oooooo
— Fund established elsewhere O0o0oOoooooooo 202,119 -
Unlisted securities: oooooo
— Equity securities incorporated in Hong Kong O0oo00ooooooo 229,954 258,549
— Equity securities incorporated elsewhere O00000oooooooog 78,881 78,881
11,900,537 8,516,681
Club debentures oooog 15,731 15,951
Total oo 11,916,268 8,532,632
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30. AVAILABLE-FOR-SALE INVESTMENTS (cont'd)

As at the balance sheet date, all available-for-sale investments are stated at fair
values, except for those unlisted equity investments of which their fair values
cannot be measured reliably. Fair values of those listed investments have been
determined based on the quoted market bid prices available on the relevant

stock exchanges.

Included in the carrying amount of unlisted securities are approximately
HK$229,954,000 (2006: HK$258,549,000) unlisted investments which
are stated at fair values determined by using discounted cash flow valuation
techniques, which includes some assumptions that are not supportable
by observable market prices or rates. The remaining approximately
HK$78,881,000 (2006: HK$78,881,000) represents an investment in unlisted
equity securities issued by private entities incorporated in United States of
America. These equity securities are measured at cost less impairment at each
balance sheet date because the range of reasonable fair value estimates is so
significant that the Directors are of the opinion that their fair values cannot be

measured reliably.

31. INVESTMENTS HELD-FOR-TRADING

Investments held-for-trading comprise:

Listed investments: ooooo
— Equity securities listed in Hong Kong

— Equity securities listed elsewhere

The fair values of the investments held-for-trading are determined based on

the quoted market bid prices available on the relevant stock exchanges.

ooooooooocooo
obooobooboobooon
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0. 0004

oboocoooobOobOOobOOooOoobOOonbo
ooo0o0ob0oo0oooO0oO0ooOoooOonoon
oboooocbOobOobOOoooooobonbo
ooooooon

oOo0oo0ooooOonon229,954,00000
OO0O000002585490000000000000O0
oobooooOoOoooOoooOooOooOooon
ooo0ooooooooOoO0oooOooooon
obOoooooooon7sgsst,ooon OO0
oooovgssioood0dnonooooonn
oobooooOoooooooooooooonn
oooooo0ooOoO0oooooocOoOooooon
oooooooooooooOooooooon
ooboooooooooO0oO0oooooooon
ooo

3r.00ogooon

obooooooon

2007 2006
HK$°000 HK$'000
ooo ooo
173,063 24,692
194,690 117,526
367,753 142,218

oooooo0OocOoO0oooO0oOoOCcOoOooOooOoon
oooooooooo
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

32. ADVANCES TO INVESTEE COMPANIES AND A

@

(b)

MINORITY SHAREHOLDER

The advance made to an investee company, of approximately
HK$330,000 (2006: HK$1,518,000), of which the principal purpose
is for providing second mortgage for a property development project, is
unsecured and interest-bearing at prevailing market rate. The advance
is not repayable within one year and is therefore shown as non-current.
The advance made to another investee company, of approximately
HK$309,725,000, of which the principle purpose is for a property
development project at West Kowloon Reclamation Area, is unsecured
and interest-free. The advance is not repayable within one year and is

therefore shown as non-current.

The Directors consider that the fair value of the advances to investee
companies at the balance sheet date approximates to its carrying

amount.

The advance made to a minority shareholder is unsecured and interest-
free. The advance is not repayable within one year and is therefore

shown as non-current.

The Directors consider that the fair value of the advance to a minority
shareholder at the balance sheet date, determined based on the present
value of the estimated future cash flow discounted using the prevailing
market rate at the balance sheet date, approximates to its carrying

amount.

guoooobod

oooooooooooooooon

2.000000000000

@

(b)

oood

OO00O0O000O000000 3300000
Ooooooornsigoeoo0dmmOon
OO0o0o0oOooooOoocOooOOoooon
oCoooODooooOocoOooOooooon
Oo0o0OoO0O0oO0OCcOo0oO0OoOoOoooaon
OoooOooooooOooOoooon
309,7250000 00000000000
ooooOooOooooooooboooon
OO0oO00O0ooO0OoO0OO0oO0OO0OoOOooon
ooooooooon

too0ooobOo0oooOOoOoooOboo
Ooooooooooood

oob0ooooObOooooObOoOoooo
OO0o0oO0O0oo0oooO0ooooOOoooon
oood

oooOoooooOooOooOoooooon
OO0o000o0OOoO0OoOOooOoooooon
ooooOooOoooooooOoOooooon
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33. EQUITY-LINKED NOTE

Equity-linked note is designated as financial assets at fair value through profit or

loss.

Carrying amount analysed for reporting purposes as:

oooo
goooo

Current

Non-current

Major term of the equity-linked note is as follows:

Notional amount
ooog
US$20,000,000 20,000,0000 O

The equity-linked note has a contract period of 24 months and is callable,
bearing interest at 20.2% per annum with guaranteed coupon in the 1st

quarter. The equity-linked note is linked with an overseas listed equity at a

predetermined strike price.

The equity-linked note is exposed to stock price risk, time risk and implied
volatility risk of the underlying stock but is not exposed to the fluctuation in
foreign currency exchange rate of the underlying stock. At 31st December,
2007 the fair value adjustment to the note is mainly related to the fair value
of stock price and the strike price of the underlying stock. The time risk and
implied volatility risk are minimal to the fair value of the note. Accordingly, the
stock price risk will then be considered as the main and the direct risk factor

which affect the fair value of the note.

The equity-linked note is measured at fair value at balance sheet date. Its fair
value is determined based on the quoted bid price provided by the securities’

broker for equivalent instruments at the balance sheet date.
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5. 000000

oboooocbOobOobOOoooooobonbo
oooo

oooooooooooo

2007 2006
HK$°000 HK$'000
0ooo oDoo
101,516 75,725
= 147,827
101,516 223,552

oooobOooooooooon

Maturity
oogd

2008

ooooooOocOoO0oOoOo0oooOooOooOoon
gooooo20200 0000000000
oobooooooooOocOoO0OoOoOooOoOoon
ooooooo
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Notes to the Consolidated Financial Statements ooooooog

For the year ended 3 1st December, 2007 ooooooooooooooood
34. LOANS RECEIVABLE 34.0000
2007 2006
HK$'000 HK$'000
ooo ooo
Long term loans receivable, secured Ooo0ooooooo
Non-current oooooao 61,300 63,058
Current ooooo 583 223
61,883 63,281
Other loans and advances, unsecured 00000000000 3 22
61,886 63,303
Less: Amount due within one year shown O000O0oOO0ooooooo
under current assets oooooo (586) (224)
Amount due after one year goOoO0o0ooo 61,300 63,079
Loans receivable comprise: ooooooo
Effective Carrying amounts
Maturity date Collateral interest rate ooo
ooo oo ogoog 2007 2006
HK$°000 HK$'000
ooo ooo
Loans receivable 3 years — 16 years Properties Prime rate 2,092 3,490
oooo gooooo oo oooo
Loans receivable 1 year Nil Fixed rate 3 22
good od d ogoog
Loans receivable 19th January, 2010 Unlisted equity Prime — 1% 59,791 59,791
share
good ooooo ooooooo ogoog
gooooo ooo
61,886 63,303

The Directors consider that the fair value of the Group’s loans receivable oboooobooooboOooboooOoooa

approximates to their carrying amounts. ooog
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35. OTHER FINANCIAL ASSETS

(a)

(b)

(9

Pledged deposits

The amount represents deposits pledged to banks and other financial
institutions to secure credit facilities granted to the Group. Deposits
amounting to HK$406,492,000 (2006: HK$1,014,351,000) have been
pledged to secure short-term borrowing and are therefore classified as
current assets. The remaining deposits amounted to HK$79,217,000
(2006: HK$71,606,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.

The deposits carry interest rate at prevailing market rate. The pledged
deposits will be released upon the settlement of relevant borrowings.
The fair value of the deposits at the balance sheet date approximates to

the corresponding carrying amount.

Securities trading receivables and deposits

Securities trading receivables and deposits are mainly amounts due from
clearing house, brokers and clients. The fair value of the securities trading
receivable and deposits at the balance sheet date approximates to the

corresponding carrying amount.

Time deposits, bank balances and cash

The deposits carry interest rate at prevailing bank savings deposits rate
and mature within 1 month. The Directors consider that the fair value
of the time deposits, bank balances and cash at the balance sheet date

approximates to the corresponding carrying amount.

Joougood

ooooooooooooooonn

35.000000

(@ 0000

(b)

(c

ooooooOOO0OO0OO0OO000000000
000000000 0OD0A406,492,0000 0
o0oo0oooi,014351,00000 0000
ooooooOoOoOoOOoo0o0ooooooon
oooooo7oz17o000 00 OO0
ooo7ieceoool 0O OOOOOnOO
ooo00o0oooooooooon
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36. STOCK OF PROPERTIES

Completed properties oooo
Properties under development held for sales Ooo0ooooooo
Less: Impairment loss recognised ooooooooo

Included in the cost of properties under development held for sales
is net interest capitalised of approximately HK$38,442,000 (2006:
HK$140,799,000).

At 31st December, 2007, the Directors reviewed the carrying value of the
properties under development held for sales with reference to current
market situation and the estimated selling price of the properties under
development held for sales provided by Norton Appraisals. No impairment loss
recognised was made during the year (2006: impairment loss recognised of
HK$200,000,000).

37. INVENTORIES FOR COSMETIC PRODUCTS

Finished goods ooo
Raw materials ogdo
Total od

gobogoogd

oooooooooooooooon

36. 0000

2007 2006

HK$'000 HK$'000

ooo ooo

228,616 79,198

4,032,313 5,251,773

4,260,929 5,330,971

(479,467) (479,467)

3,781,462 4,851,504

ooocoooOOoOoOCcOoOoOooOOoOooOon
0oooooas3g4420000 0000000
140,799,0000 O I

ooooOo0OoOoO0oooOoOooOoOooOCcOooon
oobDooooooDOoooOooOoDOoOoon
ooooo0OoOoOoOoOoOoO0ooOoOooOCcOonoon
obOoooooOoooOoDOOooOOomOooon
Oooo0o0ooo 20000000000

37. 00000
2007 2006
HK$'000 HK$'000
ooo ooo
1,257 -
168 -

1,425 =
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38. DERIVATIVE FINANCIAL INSTRUMENTS

Liabilities oo
Financial liabilities, held-for-trading OO0ooooooo
Interest rate swap ooooooo

Equity-linked swaps Ooooooooo

Total oo

Major term of the interest rate swap is as follows:

Notional Amount Maturity

gooo ooo
US$100,000,000 13th January, 2017

100,000,0000 O oooobOoooon
Under the terms of the 12-year interest rate swap agreement, the Group
receives interest from the counterparty at a fixed rate of 12% in the first year
and will receive interest at floating rate, which is calculated by reference to the
United States Dollars (“USD") vield curves spread, for the remaining life of the
interest rate swap period. The Group will pay interest at floating rate calculated
by reference to 3-month USD LIBOR throughout the interest rate swap period
to the counterparty.

The swap is most sensitive to the following market parameters: USD interest
rate risk, USD yield curves spread risk and USD interest rate volatility risk. The
fair value of the swap will drop when (a) the USD interest rate increases; (b)
the USD vyield curves flattens or gets inverted; or (c) the USD interest rate
volatility decreases, and vice versa. The magnitudes of sensitivity to these

market parameters have been estimated at the balance sheet date as follows:

. If the USD interest rate shifts up in parallel by 1 basis point, the fair value

of the swap will decrease by 3.5 basis points.

. If the USD yield curves (30 years against 10 years) flattens by 1 basis

point, the fair value of the swap will decrease by 22 basis points.

. If the USD interest rate volatility decreases by 100 basis points, the fair

value of the swap will decrease by 35 basis points.

The swap is measured at fair value at each balance sheet date. Its fair value is
determined based on the quoted price provided by the securities’ broker for

equivalent instruments at the balance sheet date.
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8. oo

2007 2006
HK$°000 HK$'000
ooo ooo
50,851 102,776

= 65,868

50,851 168,644

oooobOoobooooooon

gooocoobOOobOooOoo0ooooboobOoDbo
ooo0ooO0ooO0OOooOOOooOoOOoonizo
gooooooOoooobOoomooboDbOoo
OO0 OOooooOoooooOoooooon
gooooooOobOOobOOooOooOooboDbOo
oobooooooO0ooOoooOocOoO0ooOooon
oooo

000000000000000OO00O0O0
oooOoO0O0O0O000000000O00O0O0O0
0000 (@O0O0O00O00O@GOOoooO
000000000 @O0OO000000oO
0oo00O0O0O0O0O0O0O0O0O0O0O0O0O0O0O0O0
0000000000000000

0 goooooooooooboi1ocoooo
oooooooooo3s0000

o ooooooomoooonoooon
obo00obOobOooooooono2200
od

o gooooObOoOooolcoooonoooao
oooooooos3soooo

oo0oo0ooOoO0oO0OOO0o0OooOoO0oocOoon
ooooooOoooooooooocooooon

131



132 Chinese Estates Holdings Limited ¥ AB¥5EE
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39. DEBTORS, DEPOSITS AND PREPAYMENTS

Included in debtors, deposits and prepayments are trade receivables of
approximately HK$119,439,000 (2006: HK$22,138,000) comprising mainly
rental receivables which are billed in advance and settlements are expected

upon receipts of billings and properties sales proceeds receivable.

The following is an aged analysis of trade receivables at the balance sheet date:

0 - 30 days ooooo
31 — 60 days oooooboooon
61 — 90 days oooooooon
Over 90 days ooooo

The Directors consider that the fair value of the Group’s debtors at the balance

sheet date was approximately their carrying amounts.

Ageing of trade receivables which are past due but not impaired:

61 — 90 days ooooooono
Over 90 days ooooo
Total oo

In determining the recoverability of trade receivables, the Company considers
any change in the credit quality of the trade receivables from the date credit
were initially granted up to the reporting date. Accordingly, the Directors
consider provision for impairment in values be made in respect of trade
receivables to their recoverable values and believe that there is no further credit

provision required in excess of the allowance for doubtful debts.

guoooobod

oooooooooooooooon

. 0000000 oooon

ooboooooOoooOoooooooooon
119,439,0000 I O O 0O 0O O0O22,1380000
oMmoooooOooOoooocoooooon
oooooo0ooooOoOooooooon

oooooooooooooooooa

2007 2006
HK$'000 HK$'000
nfulin ooo
103,443 7,923
1,216 1,464
1,391 660
13,389 12,091
119,439 22,138

oobooo0OoOoO0oOoOocOoO0OoOoOooOocOoon
ooooooDooo

obooooOoOobOOobOOooOOoocoOonOo
od

1,368 631
7,158 4,577
8,526 5,208

ooboocoo0OoOoO0oooO0ooOoOoOooOocOoon
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For the year ended 3 1st December, 2007 oooooooooooooooon
40. CREDITORS AND ACCRUALS 40.0 00000004
Included in creditors and accruals are trade payables of approximately 000000000000 OOoDOoOOoOao
HK$43,765,000 (2006: HK$13,599,000). 43,765,0000 (O O 00O 0O 0013,599,0000 O [T
The following is an aged analysis of trade payables at the balance sheet date: 00000D00ODOOoDoOOOoooOooo
2007 2006
HK$°000 HK$'000
ooo oono
0 — 90 days goooo 38,243 11,605
Over 90 days goooo 5,522 1,994
43,765 13,599

The Directors consider that the fair value of the Group's creditors at the balance 000000000000O0o0o0o0o0oooo

sheet date was approximately their carrying amounts. oooooooo
41. BORROWINGS 41. 0 O
2007 2006
HK$'000 HK$'000
oog oodno
Secured bank loans repayable within a period of: 0000000000000 0O0O0OO0
Less than 1 year Ooooo 2,771,741 7,079,513
More than 1 year but within 2 years O00D0o00o0oooo 1,180,588 491,283
More than 2 years but within 5 years oooooooooo 8,192,557 3,205,369
Over 5 years oooo 7,444 12,688
12,152,330 10,788,853
Other secured loans repayable within 1 year O00000D0o0D0ooOoooOoO 177,528 3,924,691
12,329,858 14,713,544
Less: Amount due within one year ooooooooooo (2,949,269) (11,004,204)

Amount due after one year oooooooo 9,380,589 3,709,340
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41, BORROWINGS (cont'd)

The bank loans are variable-rate borrowings which carry interest ranging from
HIBOR+0.37% to HIBOR+0.8% (2006: HIBOR+0.4% to HIBOR+0.8%) per

annum.

The other loan is variable-rate borrowings which carry interest of inter-bank
borrowing rate +0.2% (2006: ranging from inter-bank borrowing rate +0.25%

to inter-bank borrowing rate +0.5%) per annum.

The Directors consider that the fair value of the Group's borrowings

approximates to their carrying amounts.

The Group's borrowings that are denominated in currency other than Hong

Kong dollars are set out below:

gobogoogd

oooooooooooooooon
41. 00004004

obooOoocboobOobOoboOoooOoooo
gooooos3sbooosOomoOonOoonon
oooooooooo4000o08000MmM

ooooOoOO0oO0oooooooOooOoOOoOooon
020 00000000O00000o025000

os50000IO0

oooobObOoOCcoOoOoooobObOoooo
od

oooooooooooooooooa

Swiss
Franc
good
CHF'000
ooood
As at 31st December, 2007 goooooooooood 25,605
As at 31st December, 2006 goooooooooooo Nil O
42. PROVISIONS 42. 0 [0
Contingency
provision Total
gooooo oo
HK$'000 HK$'000
(Note)
agd ood
oooag
At 1st January, 2006, goooooobooo
31st December, 2006 gooooobooooood
and 3 1st December, 2007 oooooOooboboooba 16,017 16,017

Note: The provision represents construction cost determined by the management's best
estimate of the Group's liability on contingency claims by a third party to whom a
property under development project was previously disposed of.

ooboooooooOooooooooooooooa
ooooooooooOooooooooooon
oob0oooOooooooooono
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43. CONVERTIBLE BONDS

In April and May 2005, the Company has issued zero coupon Convertible
Bonds (the “Bonds”) with a maturity date on 2010 in an principal amount of
HK$1,750,000,000 and a further principal amount of HK$60,000,000.

The Bonds are convertible on or after 20th May, 2005 up to and including 20th
March, 2010 into fully paid ordinary shares with a par value of HK$0.10 each
of the Company at an initial price of HK$7.37 per share, subject to adjustment.
Unless previously redeemed, converted or purchased and cancelled, the Bonds

will be redeemed at 100% of their principal amount on 20th April, 2010.

The Bonds contain two components, liability and equity elements. Upon the
application of HKAS 32, the Bonds were split between liability and equity
elements. The equity element is presented in equity heading “Convertible
bonds — equity reserve”. The effective interest rate of the liability component is
4.38%.

The movement of the liability component of the Bonds for the year is set out

below:

Liability component at 1st January, 2006
ooooooo
ooooooooag

Converted to ordinary share

Imputed interest expense for the year

Liability component at 3 1st December, 2006
goooooo
goooooooo
gooooooog
gooono

Converted to ordinary share
Imputed interest expense for the year
Conversion of convertible bonds

by cash settlement

Liability component at 31st December, 2007

uboobooboobooood

obooboobooooboocobooo
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73700 00000O000000000O00 0.10
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000000O000000000000

HK$'000
00O

1,135,302

(876,800)
21,187
279,689

(3,475)

4,050

(280,264)

obooboobooooboocobooo -



136 Chinese Estates Holdings Limited EABX&EH

Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

43. CONVERTIBLE BONDS (cont'd)

During the year, HK$4,000,000 in principal of the Bonds has been converted
into 573,888 ordinary shares. In accordance with Condition 8 of the Terms
and Conditions of the Bonds, the Company has an option to redeem the
outstanding Bonds on 21st May, 2007 at 100% of the principal amount. On
20th April, 2007, the Company gave the notice to the bondholders of the
outstanding Bonds to request the early redemption. All outstanding Bonds in
principal of HK$318,500,000 had executed the right to convert the Bonds
into shares of the Company (the “Conversion Right"). The Company took
the option by cash settlement to satisfy the Conversion Right in HK dollars in
full. Accordingly, all outstanding Bonds were settled by cash of approximately
HK$571,700,000 in May and June 2007. There is no outstanding convertible
bonds as at 3 1st December, 2007.

44, AMOUNTS DUE TO ASSOCIATES AND
MINORITY SHAREHOLDERS

Both the amounts due to associates and minority shareholders are unsecured.
Except for the amount due to one minority shareholder which is interest bearing
at prevailing market rate, the amounts due to associates and other minority
shareholders are interest-free. The associates and minority shareholders will
not demand for repayment within one year from the balance sheet date and
the amounts are therefore shown as non-current. The Directors consider that
the fair value of the amounts as at the balance sheet date, determined based
on the present values of the estimated future cash flows discounted using the
prevailing market rates at the balance sheet date, approximate their carrying

amounts.
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45. DEFERRED TAXATION 45. 0000

The followings are the major deferred tax liabilities (assets) recognised by the 000000000000 O0O00oOOoooOoo
Group and movements thereon during the year and prior years: dodomoomoooo

Accelerated Revaluation

tax of investment Tax
depreciation properties losses Total
gooooo goooon gooa oo
HK$'000 HK$'000 HK$'000 HK$'000
ooo gono gon gono
At 1st January, 2006 goooooboooo 3,172 2,947,070 (96,250) 2,853,992
Charge to the income 000000O0o
statement for the year 8,363 1,436,510 10,201 1,455,074
Fair value adjustments ooooooo
arising from acquisition gooooo - 79,225 - 79,225
At 31st December, 2006 gboooboooobooog 11,535 4,462,805 (86,049) 4,388,291
Charge (credit) to the income goooooomooo
statement for the year 11,394 985,836 (5,259) 991,971
Released on disposal 00000000000
of a subsidiary (1,779) (2,021) 1,626 (2,174)
Addition through acquisition 000000000000
of a subsidiary (75) = = (75)

At 31st December, 2007 oooooOocoOoooon 21,075 5,446,620 (89,682) 5,378,013
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45. DEFERRED TAXATION (cont'd) 45. 0000000

For the purposes of balance sheet presentation, certain deferred tax liabilities 0000000000000 0O0OO0OO0OmoOoo
(assets) have been offset. The following is the analysis of the deferred tax 000000000000 00000000O0

balances for financial reporting purposes: oooO
2007 2006
HK$'000 HK$'000
agd ood
Deferred tax liabilities oooooo 5,444,587 4,461,938
Deferred tax assets oooooo (66,574) (73,647)
5,378,013 4,388,291

At the balance sheet date, the Group has the following major unrecognised O0000000o0ooOoOooOoooOooooo

deferred tax assets due to the unpredictability of the future profit streams. O0000D00000O0oDOo0
2007 2006
HK$'000 HK$'000
ooo ooo
Accelerated tax depreciation oooooo (1,639) (332)
Tax losses oooo (332,573) (324,770)
(334,212) (325,102)

The unrecognised tax losses may be carried forward indefinitely. O0000oD0ooOoooOooooo
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46. SHARE CAPITAL 46. 0 U
Movements in the share capital of the Company during the year were as 0oooooooooooooo
follows:
Number of shares Share capital
gooo oo
2007 2006 2007 2006
HK$'000 HK$'000
ooo ooo
Ordinary shares of HK$0.10 each Oooooo.1000
aoooo
Authorised: ooooo
At 1st January and 3 1st December oooooon
ooooooooo 5,000,000,000 5,000,000,000 500,000 500,000
Issued and fully paid: ooooooooo
At 1st January oooooo 2,259,809,483 2,091,506,780 225,981 209,151
Repurchased and cancelled oooooo - (17,648,000) - (1,765)
Issue of ordinary shares in o0o0oooooono
lieu of cash dividend oooooo 40,060,007 39,995,429 4,006 4,000
Issue of ordinary shares from 00000000000
conversion of convertible oooooo
bonds 573,888 145955274 57 14,595

At 31st December oooooooo 2,300,443,378 2,259,809,483 230,044 225,981
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47. ACQUISITION OF A SUBSIDIARY

On 29th June, 2007, the Group acquired 100% equity interest of The House
of Kwong Sang Hong International Limited (which is engaged in manufacturing
and retailing of cosmetic products) from an 50% associate for consideration of
HK$20,000,000.

The net assets acquired in the transaction are as follows:

guoooobod
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47. 00000000

0oo00o0oO0oO0oOoOoOOoOOoODOOOOoDOoDOoOoOO
20,0000000 O O O O O O50%0 00O 0O
0 O O O O The House of Kwong Sang Hong
International Limitedl 000000000 OO0O
goodi1oocOooood

ooooooooocooooo

Carrying amount

before the Fair value
acquisition adjustment
oooo ooo Fair value
god oo ooo
HK$'000 HK$'000 HK$'000
gooo gooo aoo
Net assets acquired: ooooooo
Properties and other fixed assets oopDooDoon 76 - 76
Trademark oo - 14,300 14,300
Deferred tax assets oooooo 75 - 75
Inventories for cosmetic products ooooo 1,555 - 1,555
Debtors, deposits and prepayments 00D0DO0DOD0OO0O0 1,865 - 1,865
Bank balances and cash ooooooo 2912 - 2912
Creditors and accruals ooDooDoon (159) - (159)
6,324 14,300 20,624
Discount on acquisition of a subsidiary oooooooooo (624)
Total consideration ooo 20,000
Satisfied by: 0ooooooo
Cash oo 20,000
Net cash outflow arising on acquisition: 0000000000000
Cash consideration paid oooooo (20,000)
Bank balances and cash acquired ooooOooooooo 2,912
(17,088)

Details of the acquisition were disclosed in the Company's announcement

dated 3rd July, 2007.

The House of Kwong Sang Hong International Limited contributed
approximately HK$204,000 to the Group's loss for the period from the date of

acquisition to the balance sheet date.

obooOooooOOobOOobOOooOoocoOOooa
ooooooo

The House of Kwong Sang Hong International
Limted00DOODODO0OOODOOOOOOOOOO
0 204000000
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48. DISPOSAL OF INTEREST IN A SUBSIDIARY

On 7th June, 2007, the Group had disposed 15.11% interest in a subsidiary,
G-Prop, by placing at a consideration of approximately HK$180,000,000.
resulting in a gain on disposal of approximately HK$158,212,000. Accordingly,
the Group's shareholding in G-Prop has decreased from 50.1% to 34.99%.
G-Prop therefore ceased to be a subsidiary and became an associate of the

Group. The net assets of G-Prop at the date of disposal were as follows:

Net assets disposed of:

Investment properties
Available-for-sale investments

Debtors, deposits and prepayments
Time deposits, bank balances and cash
Creditors and accruals

Deposits and receipts in advance
Deferred tax liabilities

Net assets
49.9% minority interest

The Group's share of net assets
Share of net assets disposed

Dividend approved before and paid after disposal

Advance to associate

Share of net assets owned by
the Group after disposal
(included in interests in associates)

Share of net assets disposed
Expenses incurred for the disposal
Gain on disposal of a subsidiary

Total consideration

Net cash inflow arising on disposal:

Cash consideration

Dividend received from the disposed subsidiary
Expenses incurred for disposal

Bank balances and cash disposed of
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oboooboooao
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oooobooobooo

ooo

ooooooooooooo
oooo
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ooooooo
ooooooooooo

HK$'000
ooo

35,600
100
7,536
98,460
(1,236)
(8,418)
(2,174)

129,868
(64,769)

65,099
(18,424)

(3,976)

42,699
(30)

42,669

18,424
3,364
158,212

180,000

180,000
3,976

(3,364)

(98,460)

82,152
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49. FINANCIAL INSTRUMENTS 40. 0000
2007 2006
HK$'000 HK$'000
agd ood
Financial assets oooo
Financial assets at fair value through profit or loss 0oo0oDoOooooooo
Held-for-trading goooooo 367,753 142,218
Designated as at fair value through profit or loss O000DO0oooooooon 101,516 223,552
Loans and receivables ooooooao 9,154,392 10,263,670
Available-for-sale financial assets oooooo 11,916,268 8,532,632
Financial liabilities oooo
Financial liabilities at fair value through profit or loss O00o00ooOoooooooo
classified as held-for-trading 0oooooooono
Derivative financial instruments gooooo 50,851 168,644
Amortised cost ooog 13,305,874 16,936,104
Financial guarantee contracts oooooo 618 328

50. MAJOR NON-CASH TRANSACTIONS

For the year ended 31st December, 2007, the Group had the following major
non-cash transactions:

(a) During the current year, the Company issued and allotted a total of
23,829,941 ordinary shares and 16,230,066 ordinary shares of HK$0.10
each at HK$11.628 and HK$11.532 each respectively in lieu of cash for
the 2006 final and 2007 interim dividends totalling HK$464,260,000 (as
referred to note 46).

(b)  During the current year, the Bonds with an aggregate principal amount of
HK$4,000,000 were converted into 573,888 ordinary shares of HK$0.10
each of the Company.

For the year ended 31st December, 2006, the Group had the following major

non-cash transactions:

(a) For the year ended 31st December, 2006, the Company issued and
allotted a total of 17,529,207 ordinary shares and 22,466,222 ordinary
shares of HK$0.10 each at HK$9.05 and HK$8.72 each respectively
in lieu of cash for the 2005 final and 2006 interim dividends totalling
HK$354,544,000 (as referred to note 46).

(b) For the year ended 31st December, 2006, the Bonds with an
aggregate principal amount of HK$1,044,290,000 were converted into
145,955,274 ordinary shares of HK$0.10 each of the Company.

50000000040

oboooocbOoobOobOoboO0ooboooboooao
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1153200000000000 01000
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51. PLEDGE OF ASSETS 51.0000

At the balance sheet date, the carrying amounts of the assets pledged by the 000000000oOoooOoooooon
Group to secure general banking and other loan facilities granted to the Group 00000000000000000000

are analysed as follows: oooo
2007 2006
HK$'000 HK$'000
ood goo
Investment properties gooad 37,048,548 30,062,603
Property and other fixed assets Ooo0oOooooo 47,635 49,119
Prepaid lease payments oooooo 239,229 239,804
Available-for-sale investments oooo - 7,034,970
Stock of properties oooo 561,938 2,829,483
Equity-linked notes oooooo - 223,552
Investments held-for-trading ooooooo 194,690 =
Non-current pledged deposits ooooooo 79,217 71,606
Current pledged deposits oooooo 406,492 1,014,351
38,577,749 41,525,488

In addition, the Group has subordinated and assigned its advances to associates 00000oooO0ODO0O0D0oOooooOOoOoooo
and advance to an investee company of approximately HK$1,152,000,000 0000000000000 0O0oOoo0oOn
(2006: HK$802,100,000) to financial institutions to secure banking general 0O0001,1520000000 00 000000
credit facilities granted to associates and investee company and interests in 802,1000000 0 M0 00OO00OOOOOODODO
certain subsidiaries of the Company have been pledged as part of the security 0000000000000 O0O00O0ooooo
to secure certain bank borrowings granted to the Group. O0000D000o0O0o0oOon
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52. CAPITAL COMMITMENTS AND CONTINGENT 52000000000

LIABILITIES
(a) Capital commitments: (@ 0000
2007 2006
HK$'000 HK$'000
ooo ooo
Authorised and contracted for: 00oOoOoooO
Development expenditure of O0ooOooooo
properties in Hong Kong 460,080 513,922
Development expenditure of Oooooooooon
properties in Mainland China 126,637 -
Development expenditure of O0ooOooooo
properties in Macau 51,780 36,802
Acquisition of land (Note) ooooooog - 510,270
Renovation of properties ooooo 276,546 282,467
915,043 1,343,461
Authorised but not contracted for: oooooooo
Development expenditure of properties O0oo0ooooo
in Hong Kong 163,113 164,814
Renovation of properties ooooo 224 1,200
163,337 166,014
Note: As at 31st December, 2006, the Group committed to pay approximately 0000000000 DOO0O0ODOOOOoDO
HK$510,270,000 for balance of land costs in respect of an acquisition of 0000000000 0OO0OOboOOooO

two pieces of land in Chengdu of Mainland China. O0000O0Oos510.270,000000
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52. CAPITAL COMMITMENTS AND CONTINGENT 52. 000000000000
LIABILITIES (cont'd)

(b) Contingent liabilities: () OOO00
2007 2006
HK$°000 HK$'000
ooo oono
Guarantees given to bank, in respect O000DO0ooooooo
of banking facilities utilised by O0o0oO0ooooOoooo
associates/investee company gooooo 1,069,650 740,500
Guarantee given to third parties in respect O000DO0oOoooooo
of those rent of disposed properties O00000O0O0oooOO
previously held by a subsidiary oooooo - 7,204
Guarantee given to a bank in respect ooooooo
of banking facilities in lieu of the cash OoooOooooooo
public utility deposit jointly utilised O000DO0oooOoooo
by subsidiaries oooooooooo 10,000 10,000
1,079,650 757,704
() Risk management (c OO000
The Group has established adequate risk management procedures that 000000000 O0DO0DOOoDOoOooOoO
enable it to identify, measure, monitor and control the various types of 0000000000000 O0O0000
risk it faces. This is supplemented by active management involvement, 0000000000000 O0OOoOOO
effective internal controls and adequate internal audits in the best 0000000000000 00000
interests of the Group. ooooooao
53. OPERATING LEASES 5. 0000
The Group as lessee ooooooon
2007 2006
HK$'000 HK$'000
ood oo
Minimum lease payments paid under O00o00oo00oo0ooooono
operating leases in respect of oooooooo

premises during the year 603 222
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53. OPERATING LEASES (cont'd)

The Group as lessee (cont’d)
At the balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases, which fall due as

follows:

Within one year oooo

In the second to fifth year inclusive

Operating lease payments represent rentals payable by the Group for certain of

its office properties. Leases are negotiated for an average term of 1 to 2 years.
The Group as lessor

Property rental income earned during the year was approximately
HK$773,331,000 (2006: HK$667,913,000) less outgoings of approximately
HK$72,304,000 (2006: HK$60,516,000).

The investment properties of the Group are expected to generate annual rental
yields of 2.18% to 9.09% (2006: 3.3% to 10.7%) on an ongoing basis. All of

the properties held have committed tenants not exceeding five years.

At the balance sheet date, the Group had contracted with tenants for the

following future minimum lease payments:

Within one year oooo

In the second to fifth year inclusive

uboooboooboooooo

obooobomoboooooo
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2007 2006
HK$'000 HK$'000
ooo ooo
810 241
1,028 =
1,838 241

oobooooOoOoO0oOocOoOoOoOoOocOoon
o0oooooooOooooooooo

ooooooo

ooo0oobOO0oobobOooobo773,331,0000
OoooOooOoee791300000MO0O00O
0 72,3040000 0 0000 0O0Oe60,516,0000
o

oob00o0oO0oOoOoO0oO0OOoOoO0n0On0d2.18%0
9.09%1 00000033%0 10.7%00 000
oooooooOoooOooO0ooOoOooOocOoon
oooo

obooOooOoo0oobOobOobOoobOooOo
oooooooo

2007 2006
HK$'000 HK$'000
ooo ooo
746,961 591,204
690,961 344,896

1,437,922 936,100
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54. RETIREMENT BENEFIT SCHEMES

The Group participates in both a defined contribution scheme which is
registered under the Occupational Retirement Scheme Ordinance (the “ORSO
Scheme") and a Mandatory Provident Fund Scheme established under the
Mandatory Provident Fund Ordinance (the “MPF Scheme”) in December 2000.
The assets of the schemes are held separately from those of the Group, in
funds under the control of trustees. Employees who were members of the
ORSO Scheme prior to the establishment of the MPF Scheme were offered
a choice of staying with in the ORSO Scheme or switching to MPF Scheme,
whereas all new employees joining the Group on or after 1st December,
2000 are required to join the MPF Scheme. For members of the MPF Scheme,
the Group contributes 5% of relevant payroll costs to the MPF Scheme,
which contribution is matched by the employees and the Group. The Group
contributes 5% to 10% of relevant payroll costs to the ORSO Scheme and the

contribution by employees is at 5%.

The total costs charged to the consolidated income statement of approximately
HK$4,465,000 (2006: HK$3,990,000) represent contributions payable to

these schemes by the Group for the year.

55. RELATED PARTY TRANSACTIONS

During the year, the Group entered into the following transactions with related
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parties:
2007 2006
HK$°000 HK$'000
ooo oono
Income received from associates: O00oo0oooOooo
Secretarial fee ooooo 7 7
Office and retail rental ooooooooood 668 1,150
Building management fee oooooo 36 113
Management fee oooao 48 1,207
Interest income ooooao 8,969 8,389
Administration fee oooQ 162 —
Accountancy fee oooo 120 120
Rent and rates paid to associates O0000oooooOoO 614 425
Consideration paid to an associate for acquisition ooooooooooooooo
of a subsidiary ooooono 20,000 =
Consideration received from an associate for OoooOooooooooo
disposals of investment properties oooooo 29,280 —
Consideration paid to an associate for acquisition ooooooooooooooo
of a subsidiary ooooono - 388,591

Details of the balances with related parties as at the balance sheet date are set

out in Notes 29 and 44 above.

00290 440
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56. 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, 2007 which principally

affected the results or assets of the Group.

Name of subsidiary
oooooo

Able Castle Limited

Alpha Team Limited

Baharica Limited

Billion Up Limited

Bingo Power Limited

Cardin Factory Limited
ooooooo

Century Basic Limited

Chi Cheung Investment
Company, Limited *
oooooooo #

Place of
incorporation/
operation
goooo
gooo

British Virgin Islands
goooooo

British Virgin Islands
ooooooo

Hong Kong
oo

British Virgin Islands
ooooooo

British Virgin Islands
goooooo

Hong Kong
oo
British Virgin Islands

ooooooo

Hong Kong
ano

Class of share/
registered
capital held
gonooo
gooooo

Ordinary
ood

Ordinary
ooo

Ordinary
ood

Ordinary
ooo

Ordinary
god

Ordinary
ooo
Ordinary

ooo

Ordinary
ood

Fully paid
share capital/
registered
capital
gpoood
oooo

US$1
100

US$1

HK$20

2000

US$1

US$1

100

HK$2

200

US$1

100

HK$3,387,659.87
3,387,659.8700

gobogoogd
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56. 00000000

obooOoooobOobOOobOOooOOoocbOooa
oodoooooooOoOoOOOOoOoOoOooon
obooOoooobOobOOobOOooOOoocbOooa

ooooooo
Proportion of
nominal value
of paid-up capital/
registered capital
held by the Company
oooooooooo
oooooooooo
Directly Indirectly
oo oo

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 61.96%

Principal activity
oood

Securities investment
gooo

Investment holding
oood

Property investment
gooo

Investment holding
oood

Securities investment
gooo

Property development
and trading
gooooogd

Securities investment
gooo

Investment holding
gooo
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

56. U0 OO0oooDmaoad

(cont'd)
Proportion of
Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary ooooo ooooo ooooo oooooooooo Principal activity
oooooo gooo oooooo oooo oooooooooo gooo
Directly Indirectly
oo 0o
Chinese Estates, Limited Hong Kong Ordinary HK$1,000 100% - Investment holding
00&DDnooO oo 00O 1,00000 and provision of
management services
ooboooooboooo
Chinese Estates Hong Kong Ordinary HK$200 = 100% Property investment
(Harcourt House) N ooo 2000 00 oooo
Limited
Chinese Estates (Tung Ying ~ Hong Kong Ordinary HK$2 = 100% Property investment
Building) Limited oo ooo 200 oooo
Chinese Estates (Windsor Hong Kong Ordinary HK$100 - 100% Property investment
House) Limited oo 00O 10000 oooo
Non-voting deferred HK$2
oooboonod 200
Chinese Field Limited British Virgin Islands Ordinary US$1 = 100% Securities investment
goooooo ooo 100 gooo
Conduit Road Hong Kong Ordinary HK$10,000 - 70% Property development
Development Limited oo 00O 10,0000 0 oooo
ooooooooo
Dollar Union Limited Hong Kong Ordinary HK$100 - 87.500* Property development
ooobooboo oo uod 10000 and trading
gooocooo
Eastern Long Limited British Virgin Islands Ordinary US$1 - 100% Securities investment
goooooo uod 100 gooo
Everbright Pacific Ltd. British Virgin Islands Ordinary US$1 = 100% Securities investment
goooooo ooo 100 gooo
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56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary
oooooo

Evergo China
Holdings Limited

Evergo Holdings
Company Limited
oooooooog

Fair City Limited
oooooo

Fair Eagle Finance
Credit Limited
gooocoooo

Fair Eagle Futures
Company Limited
gooooooo

Fair Eagle Securities
Company Limited
gooooooo

Fancy Mark Limited
Geneva Developments

Limited
pooooooo

Place of
incorporation/
operation
goooo
gooo

Bermuda/

[ Hong Kong
oooo
gono

Hong Kong
oo
Hong Kong
oo
Hong Kong

oo

Hong Kong
oo

Hong Kong
oo

British Virgin Islands
ooooooo

Hong Kong
ano

Class of share/

registered
capital held
goood
gooooo

Ordinary
ood

Ordinary
ooo

Ordinary
ooo
Ordinary

aooo

Ordinary
god

Ordinary
ooo

Ordinary
ooo

Ordinary
ood

Fully paid
share capital/
registered
capital
goooo
oooo

HK$100,775,869.10
100,775,869.100 O

HK$1,000
1,00000

HK$2
200
HK$10,000,000

10,000,0000 (0

HK$5,000,000
5,000,0000 0

HK$228,000,000
228,000,000 O

US$1

HK$2
200

gobogoogd

oooooooooooooooon

56. 000000 DOOO

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
oooooooooo
oooooooooo
Directly Indirectly
oo oo

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

Principal activity
oood

Investment holding
gooo

Investment holding
oood

Property investment
oood

Securities margin financing
gooooogd

Brokering and dealing
in futures contracts
gooo
goooo

Provision of
brokerage
goooono

Securities investment
gooo

Property investment
gooo
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For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary
oooooo

Global Stage Limited

Global Young
Holdings Ltd.

Grand Silver Limited
(Business name:
Grand Silver Capital
Limited)

000000 Grand

O Silver Capital Limitedd

Grandhall Secretarial
Services Limited
oooooooonoo

Creat Empire

International Ltd.

Great Will Limited

Groupluck Company Limited

Hero Basic Limited

Hillsborough Holdings
Limited

Place of
incorporation/
operation
goood
gooo

British Virgin Islands
gooooon

British Virgin Islands
ooooooo

British Virgin Islands/
Hong Kong

gooooooo
ao

Hong Kong
oo

British Virgin Islands
ooooooo

British Virgin Islands
ooooooo

Hong Kong
oo

British Virgin Islands
ooooooo

British Virgin Islands/
Hong Kong

gooooooo
ao

Class of share/
registered
capital held
ooood
oooooo

Ordinary
gono

Ordinary
ooo

Ordinary
gono

Ordinary
ooo

Ordinary
ooo

Ordinary

ooo

Ordinary
gono

Ordinary
ooo

Ordinary
gono

Fully paid
share capital/
registered
capital
ooooo
oooo

US$1
100

US$1
100

US$1
100

HK$10,000
10,0000 0

US$1
100

US$1

100

HK$2
200

US$1
100

US$1
100

Joougood
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56. U0 OO0oooDmaoad

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
goopooboooo
oooooooooo
Directly
oo 0o

Indirectly

= 100%

= 100%

70.01%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

Principal activity
oooo

Securities investment
gooo

Property investment
oooo

Property development
gooo

Secretarial services
gooo

Investment holding

and securities investment

ooooooooo

Property investment
oooo

Money lending
ao

Securities investment
gooo

Property investment
gooo
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary
oooooo

Honest Good Limited

Longman Limited

Luckpoint Investment
Limited
gooooooo

Lucky Well

Investments Limited
Million Point Limited
Modem City

Investment Limited

ooooooooo

Moon Ocean Ltd.

Oriental Ford
Finance Limited
gooooooo

Oriental Kingdom
Limited

Place of
incorporation/
operation
goooo
gooo

British Virgin Islands
goooooo

British Virgin Islands
ooooooo

Hong Kong
ad
British Virgin Islands

gooocooo

British Virgin Islands
ooooooo

Hong Kong
oo

British Virgin Islands
gooooono

Hong Kong
oo

British Virgin Islands
ooooooo

Class of share/
registered
capital held
gonooo
gooooo

Ordinary
ood

Ordinary
ooo

Ordinary
ood

Ordinary
ood

Ordinary
ooo

Ordinary
god

Ordinary

gon
Non-voting deferred
goooooo

Ordinary

ooo

Ordinary
ooo

Fully paid
share capital/
registered
capital
goooo
oooo

US$1
100

US$1

HK$2
200

US$1

100

US$1

HK$4
400

US$7,001
700100
US$2,999
2,99900

HK$2
200

US$1

gobogoogd

oooooooooooooooon

56. 000000 DOOO

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
oooooooooo
oooooooooo
Directly Indirectly
oo oo

= 100%

= 100%

= 100%

= 100%

= 100%

= 75%

70.01%

= 100%

= 100%

Principal activity
oood

Securities investment
gooo

Securities investment
gooo

Investment holding
gooo
Securities investment

oood

Investment holding
oood

Property investment
gooo

Property development
gooo

Money lending
oo

Securities investment
gooao
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

56. U0 OO0oooDmaoad

(cont'd)
Proportion of
Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary ooooo ooooo ooooo oooooooooo Principal activity
oooooo gooo oooooo oooo oooooooooo gooo
Directly Indirectly
oo 0o
Paul Y. Holdings Cayman Islands/ Ordinary HK$70,715,005.70 100% - Investment holding
Company Limited Hong Kong 000 70,715,005.700 0 oooo
ooooo
oo
Paul Y. (New Tunnel) Hong Kong Ordinary HK$2 = 100% Investment holding
Limited oo ooo 200 gooo
oMmooomooo
Perfect World Hong Kong Ordinary HK$10,000 = 100% Estate management
Company Limited 0o ooo 1000000 oooo
oooooooooo
Pinecrest International British Virgin Islands Ordinary US$1 = 100% Investment holding
Limited goooooo ooo 100 gooo
Pioneer Time British Virgin Islands/ Ordinary US$1 - 100% Property investment
Investment Limited Hong Kong ooo 100 oooo
gooooooo
ao
Rich Honour Limited Hong Kong Ordinary HK$2 = 100% Investment holding
oooooo oo ooo 200 gooo
Rich Zone Limited British Virgin Islands Ordinary US$1 - 100% Securities investment
goooooo uod 100 gooo
Silver Step Limited Hong Kong Ordinary HK$2 = 100% Property development
oooooo oo ooo 200 and trading

gooocooo
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary
oooooo

Silvercord Limited
goooono

Sincere Express Limited
Sky Rainbow Limited
Sky Silver Limited

Smart Ocean Limited

Speed Win Limited
gooooo

Speedy Energy Limited

Stable Castle Limited
oooooon

Sun Power

Investments Ltd.

Place of
incorporation/
operation
goooo
gooo

Hong Kong
ano

British Virgin Islands
ooooooo

British Virgin Islands
goooooo

British Virgin Islands
ooooooo

British Virgin Islands
goooooo

Hong Kong
oo

British Virgin Islands/

Hong Kong
gooooooa
ooo

Hong Kong
oo

British Virgin Islands/

Hong Kong
gooooooa
ooo

Class of share/
registered
capital held
gonooo
gooooo

Ordinary
ood

Ordinary
ooo

Ordinary
ood

Ordinary
ooo

Ordinary
god

Ordinary

ooo

Ordinary
ooo

Ordinary
god

Ordinary
ooo

Fully paid
share capital/
registered
capital
goooo
oooo

HK$14,600
14,6000 0

US$1
100

US$1
100

US$1
100

US$1
100

HK$2

200

US$1

HK$1
100

US$1

gobogoogd

oooooooooooooooon

56. 000000 DOOO

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
oooooooooo
oooooooooo
Directly Indirectly
oo oo

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

= 100%

Principal activity
oood

Property investment
gooo

Securities investment
gooo

Securities investment
gooo

Securities investment
gooo

Investment holding
gooo

Property development
and trading
goboooogd

Securities investment
gooao

Property investment
gooo

Securities investment
gooo
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

56. U0 OO0oooDmaoad

(cont'd)
Proportion of
Fully paid nominal value
Place of Class of share/ share capital/ of paid-up capital/
incorporation/ registered registered registered capital
operation capital held capital held by the Company
Name of subsidiary ooooo ooooo ooooo oooooooooo Principal activity
oooooo gooo oooooo oooo oooooooooo gooo
Directly Indirectly
oo 0o
Sunny Ocean Limited British Virgin Islands/ Ordinary US$1 - 100% Property investment
(Business name: Hong Kong 00O 100 oooo
Sunny Ocean Investments OO00CO00O00
Limited) ooo
000000 Sunny
Ocean Investments LimitedD
Sunny Smart Limited British Virgin Islands Ordinary US$1 = 100% Securities investment
goooooo ooo 100 oooo
Super Full Hong Kong Ordinary HK$1 - 100% Securities investment
Investments Limited 0o ooo 100 oooo
oooooooo
Time Sense Limited British Virgin Islands Ordinary US$1 - 100% Securities investment
goooooo uod 100 gooo
The House of Kwong Hong Kong Ordinary HK$500,000 = 100% Cosmetics distribution
Sang Hong Limited oo 000 500,0000 0 and trading
oooboonoo goboooboon
Topwood Limited British Virgin Islands Ordinary US$1 = 100% Securities investment
goooooo ooo 100 gooo
View Success Hong Kong Ordinary HK$2 - 61.96% Property investment
Investments Limited 0o ooo 200 and trading
oooooooo gooocooo
Viewide Properties British Virgin Islands/ Ordinary US$1 - 100% Property investment
Limited Hong Kong ooo 100 oooo
gooooooo

oo
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2007

56. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary
oooooo

Well Stand Limited

Worldwide Kingdom
Limited

goooomocoo

goooo

Evergo Real Estate
(chengdu) Company
Limited

gooocomocoo

gooomobooon
oooooooo

(Evergo Real Estate
(Shanghai) Company
Limited) (Formerly known
as Shanghai Golden Sea
Building Ltd.)

gooobmooo
oooo

(Evergo Enterprises
(Chengdu) Company
Limited)

Place of
incorporation/
operation
goooo
gooo

British Virgin Islands
goooooo

British Virgin Islands
ooooooo

PRC

ad

(wholly foreign-owned

O enterprise)
oooooooo

PRC

ao

(wholly foreign-owned

O enterprise)
oooooooo

PRC

oo

(wholly foreign-owned

O enterprise)
gobooobon

Class of share/
registered
capital held
gonooo
gooooo

Ordinary
ood

Ordinary
ooo

Registered
gooao

Registered
gooa

Registered
oooo

Fully paid
share capital/
registered
capital
gpoood
oooo

US$1
100

US$1
100

US$100,000,000
100,000,000 0

US$10,500,000
10,500,0000 O

US$150,000,000
150,000,000 O

None of the subsidiaries had any debt securities subsisting at the end of the

year or at any time during the year.

# Listed company in Hong Kong

W 75% owned by the Group and 25% owned by Power Jade Limited

gobogoogd

oooooooooooooooon

56. 000000 DOOO

Proportion of

nominal value

of paid-up capital/
registered capital

held by the Company
oooooooooo
oooooooooo
Directly Indirectly
oo oo

= 100%

= 100%

= 100%

= 100%

= 100%

Principal activity
oood

Securities investment
gooo

Securities investment
gooo

Property development
gooo

Property investment
gooo

Property development
oooo

obooOoocboobOobOoboOoooOoooo

ooooooo

# gooooo

& 00000 75%0 Power Jade Limited 0 O 25%
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

57. PARTICULARS OF PRINCIPAL ASSOCIATES 57.0000000040

oboooocbOobOobOOoooooobonbo
dooooooooooOoOOooooOoon
oboooocbOobOobOOoooooobonbo

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, 2007 which principally affected the

results or assets of the Group. ooooooo
Percentage
Fully paid of equity
Place of Class of share/ share capital/ attributable
incorporation/ registered registered indirectly
operation capital held capital to the Group
Name of associate ooood ooooo ooooo ooooooo Principal activity
oooooo oooo oooooo oooo ooooo oooo
Best Profit Limited Hong Kong Ordinary HK$1 25% Property development
oooooo oo ooo 100 oooo
Direct Win Hong Kong Ordinary HK$900 33.33% Property development
Development Limited oo ooo 90000 and trading
oooooooo ooooooo
Earn Elite Hong Kong Ordinary HK$2 30.98% Property investment
Development Limited oo ooo 200 oooo
oooooooo
Ever Sure Investments Hong Kong Ordinary HK$2 50% Property development
Limited oo ooo 200 and trading
oooooooo ooooooo
Finedale Industries Limited Hong Kong Ordinary HK$9,999 20.65% Property investment
oooooooo 0o ooo 999900 oooo
G-Prop (Holdings) Bermuda/ Ordinary HK$20,282,550 13.69% Investment holding
Limited * Hong Kong ooo 20,282,5500 0 oooo
gooooooo # oooo
0o
Healthy Point Limited Hong Kong Ordinary HK$2 30.98% Property investment
oooooo oo ooo 200 oooo
Non-voting preferred HK$1
goooooo 100
Power Jade Limited British Virgin Islands / Ordinary US$20 50% Investment holding
(Business name: Hong Kong ooo 2000 oooog
Power Jade Capital Limited) oDoDooDoon

000000 Power Jade oo
Capital Limited)
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For the year ended 3 1st December, 2007

57. PARTICULARS OF PRINCIPAL ASSOCIATES

(cont'd)

Name of associate
gooooo

Strongplus Limited

The Kwong Sang Hong

International Limited

Union Empire Limited
gooooo

ooooboooooo

Chongging Champion
Globe Company
Limited

ooooboooooo
Chongging Champion
King Company Limited

ooooooooooo
Chongging Sino Land
Company Limited

goooooooon
Oriental Arts
Building Co. Ltd.

Place of
incorporation/
operation
goooo
oooo

British Virgin Islands
goopoooo

Bermuda
good

Hong Kong
oo

PRC

oo

(wholly foreign-owned

O enterprise)
oooooooo

PRC

oo

(wholly foreign-owned

0 enterprise)
oooooooo

PRC

oo

(wholly foreign-owned

0 enterprise)
oooooooo

PRC
oo
(Sino-foreign equity

joint venture enterprise)

oooooooooo

# Listed company in Hong Kong

158 Chinese Estates Holdings Limited ¥ AB¥5EE

Class of share/
registered
capital held
ooooo
oooooo

Ordinary
ooo

Ordinary
ooao

Ordinary
aoo

Registered
oooo

Registered
oooo

Registered
oooo

Registered
oooo

gobogoogd

oooooooooooooooon

572, 0000000000040

Fully paid
share capital/
registered
capital
ooooo
oooo

Us$2
200

HK$100,000
100,0000 O

HK$1
100

HK$650,000,000
650,000,0000 0

HK$650,000,000
650,000,0000 0

HK$760,000,000
760,000,0000 0

US$24,920,000
24,920,0000 0

#

Percentage

of equity
attributable

indirectly

to the Group
ooooooo
ooooo
50%

50%

25%

25%

25%

25%

50%

gooooo

Principal activity
ooono

Investment holding
gooo

Investment holding
ooono

Property development
gooo

Property development
oooo

Property development
oooo

Property development
oooo

Property investment
and hotel operation
ooooooooo
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58. BALANCE SHEET INFORMATION OF THE

COMPANY

AnnualReport2007 OO ODOODOO 159

Joougood
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Investments in subsidiaries oooooo
Amounts due from subsidiaries oooooooo
Other current assets goooono
Amounts due to subsidiaries oooooooo
Convertible bonds ooooo

Other current liabilities oooooo
Financial guarantee liabilities oooooo

Net assets gooa

Share capital (Note 46) 0000 4e0
Reserves oo

Total equity oooooo

(@ The HKICPA has issued a number of new and revised HKFRSs and

(b)

Interpretations which are effective for the Company'’s financial year
beginning on 1st January, 2007. The adoption of the new HKFRSs
has no material effect on how the results and financial position for the

current or prior accounting periods have been prepared and presented.

The Company has undertaken to provide necessary financial resources
to support the future operations of the subsidiaries. The Directors are
of the opinion that the subsidiaries are financially resourceful in settling

obligations.

The carrying amount of the investments in subsidiaries is reduced to
their recoverable amounts which are determined by reference to the
estimation of future cash flows expected to be generated from the

respective subsidiaries.

58. 0000000000

(@

(b)

2007 2006
HK$"000 HK$'000
ooo 00O
5,140,342 5,140,304
3,424,825 1,717,950
2,440,685 4,695,758

(4,168,183) (3,437,090)

- (279,689)

(603) (547)

(5.635) (6,145)
6,831,431 7,830,541
230,044 225,981
6,601,387 7,604,560
6,831,431 7,830,541

ooboo0oobOO0ooooObOOoooobO0o
oboo0ooOooOooOOooooOooOon
ooboo0ooobOO0OooobO0O0oo0o0o
oboo0ooOooOooOOooooOooOon
ooboo0oobOO0ooooObOOoooobO0o
oooooooooocooooo

obooO00ooooOoocOOoOOoOooon
ooo0O0oo0OO00oDOOoOOOO0ODOOooODn
ooooooOOO0OOOO0OO0OO0O000Ooon

ooboo0oobOO0ooooObOOoooobO0o
oooO0ooooO0oocOOoOOooOOooOon
oooobooobooboooo
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Notes to the Consolidated Financial Statements
For the year ended 3 1st December, 2007

58.

©

(d

59.

@

(b)

BALANCE SHEET INFORMATION OF THE
COMPANY (cont'd)

The amounts due from (to) subsidiaries are unsecured, interest-free and
have no fixed repayment terms. In the opinion of the Directors, the fair
values of the amounts due from (to) subsidiaries at 31st December,

2007 approximate their corresponding carrying amounts.

Loss of the Company for 2007 amounted to approximately
HK$697,000,000 (2006: profit of HK$2,570,000,000).

POST BALANCE SHEET EVENTS

On 17th January 2008, the Group entered into a conditional sale and
purchase agreement with Chi Cheung, which is a 61.96% interest
subsidiary of the Group in relation to the acquisition of share interests in

and loans to certain subsidiaries of Chi Cheung.

For further details, please refer to the Company’s joint announcement
with Chi Cheung dated 17th January 2008.

On 1st February, 2008, Chi Cheung announced that the major
transaction made on 23rd March, 2007 concerning acquisition of 50%
shareholding in and shareholder's loan due from Canaria Holding Limited
and the loan due from Earn Elite Development Limited was terminated
as the vendor and debt vendor could not fulfil the conditions precedent
by 31st January, 2008. The termination of the agreement would not
have any material adverse effect on the business operation and financial

position of the Group.

guoooobod

oooooooooooooooon

58. 0000000000000

(o DUMO0OOoDO0DOoDOOoOODODOOOOOO
ooobOooooooOoooooooon
o0oOboooooooooOooooon
ooooooooooooooooon

(d D DDODODODO0DDODODOOOOO
697,0000000 M O OOO0O0OO0O0OO
2,570,000,0000 O 1]

50. 000000

() ODOODODODUODODODODODOODOOoOoOoOoO
ooo0000e61.9% 000000000
ooboooooObOooOOO0oOoobOoOoo
oooooooood

OO0o0oO0OO0oooO0oOoO0OOooOOoooon
dooooOoooooooooooooo

() DOODODODODODODOOODOOOOOOO
000000000000 Canaria Holding
LimitedO 500% 000000000000
ooo0ooooOO0oOoobOOoOoooDbOoo
0do0dooboobooooooooono
ooo0ooooOO0oOoobOOoOoooDbOoo
0do0dooboobooooooooono
oooooOooOoooooooooooo
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For the year ended 3 1st December, 2007

59.

©

(d)

©

60.

POST BALANCE SHEET EVENTS (cont'd)

On 13th January, 2008 and 29th January, 2008, the Group entered into
two sale and purchase agreements with two separately independent
third parties in relation to the disposals of 1 unit in Malibu Garden and
Dang Fat Mansion at considerations of approximately HK$5,050,000 and
HK$168,000,000 respectively, which shall be satisfied by the respective
purchasers in cash and completed on 7th March, 2008 and to be
completed on or before 25th April, 2008 respectively.

As announced on 31st January, 2008, the Group had a loss on fair value
changes of listed securities investments included in available-for-sale
investments (the “Loss”) for one month ended 3 1st January, 2008. It is
estimated that the Loss amounting to approximately HK$3,336,700,000
will be recognised to equity as securities investments reserve of the
Group for one month ended 3 1st January, 2008. The carrying amount of
the gain on fair value changes of listed securities investments included in
available-for-sale investments accumulated in equity as at 31st January,
2008 will amount to approximately HK$4,807,200,000.

On 5th February, 2008, the Group acquired of 740,518,325 shares
of G-Prop, representing 36.51% shareholding, at a consideration of
approximately HK$120,800,000. Accordingly, the Group holds 50.20%
shareholding in G-Prop and G-Prop became a subsidiary of the Group.

AUTHORISATION FOR ISSUE OF
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for issue
by the Board of Directors on 7th March, 2008.

Annual Report2007 OO 0O0OOOO

oooooon

ooooooooooooooonn

50. 000000000

©

(d)

(©

obooo0ooOoboOooOooooooon
o0o00oooO0ooO0OOoO0oOooooon
obooo0ooOoboOooOooooooon
Oooooooooaosos0000000
1680000000 000 0O0O0O0O0OOO
o0o0o0Oooooooooooon
obooo0ooOooOooOooOooooon
od

0000000O0D0000O0O0O000O0
000000000 O000000000
00000000000 D0O0O0D0O0O0
00000000 ODOO0ODOO00n
3,336,7000000 00000000000
000000000 O00000O0000
000000000 000O0O0OO000
000000000 O00000O0000
0000000000 0000O0000
0000000 4807,200000000

oboobOooOooooooOooooon
740,518,3250 0 M 0 0 O 36.51%0 O 1]
Ooooizo8o000000 00000000
ooooosoc2oiddnnoooon
oooooo

0. DO DOUOOOOOn

oooooo0oOo0oooooocOoooooon
ooooooo
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Five-Year Financial Summary Oo0o0ooo
Summary of the results, assets and liabilities of the Group for the last five years 0000000000O00oooooooon
is as follows:

For the year ended 31st December
goboooooobooo

2007 2006 2005 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo gooo oo ooo ooo
(Restated)
gooo
Results oo
Turnover ooo 8,446,865 4,763,789 2,274,988 5,257,357 2,531,532
Profit for the year ooooo 8,332,868 7,557,087 6,454,667 1,658,412 1,153,070
Attributable to: ooo
Equity holders of the parent ooooooooooo 8,195,857 7477345 6,154,572 1,619,085 1,153,845
Minority interests ooooooo 137,011 79,742 300,095 39,327 (775)
8,332,868 7,557,087 6,454,667 1,658,412 1,153,070
Basic eamings per share oooooo
(HKS) (Note) Moooooo 3.599 3392 3.000 0.781 0521

Dividends per share (HK cents) oo0mooo 36 30 21 195 17
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Five-Year Financial Summary oooodao
At 31st December
ooboooooo
2007 2006 2005 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
goo ooo gono gon gono
(Restated) (Restated)
goon gooo
Assets and liabilities ooooo
Total assets gooo 66,714,307 57,634,327 40,441,292 26,004,971 22,398,975
Total liabilities oooo (19,048,778)  (21,671693)  (16,738,595) (9,882,692) (8,184,428)
47,665,533 35,962,634 23,702,697 16,122,279 14,214,547
Equity attributable to equity 00o0ooooooo
holders of the parent ooooooo 47,161,638 35,532,698 23,301,520 16,211,794 14,367,616
Minority interests oooooo 503,895 429,936 401,177 (89,515) (153,069)
47,665,533 35,962,634 23,702,697 16,122,279 14,214,547

Net asset value per sharetoequity 0000000000

holders of the parent (HK$) oooooomooon 20.50 15.72 11.14 7.99 6.64
Number of shares issued ooooooo 2,300,443,378 2,259,809,483  2,091,506,780  2,030,214,000  2,163,900,000
Note: ooo
The calculation of basic earnings per share is based on the profit attributable to equity 0000000000DO000D0O0O0DoOoOooo
holders of the parent and on the weighted average number of shares in issue during the 00000000ooo0o0ooooo

relevant years.
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Schedule of Principal Properties Oo0oo00oQd

The following table sets forth the Group’s major properties as at 31st

December, 2007:

PROPERTIES IN HONG KONG

gooo

Properties held for investment
oooono

Location

od

*

Windsor House

311 Gloucester Road

Causeway Bay

Hong Kong

(including 158 car parking spaces)

goog

ooooooooo31io
oooi1580000

Harcourt House

(excluding 7th, 8th, 9th, 22nd,

23rd, 25th, 26th and 27th floors,
rooms 1004 and 1805)

39 Gloucester Road

Wanchai, Hong Kong

good

oooooooo39d
070 80 90 220 230 250

260 270010040 18050000

Excluding all car parking spaces area
gooooooooo

ooooo

Approx. gross

floor area Category of

(square feet) the lease
Lot number ooooooo Usage term
oood goooo oo good
The Remaining Portions of 817,962 Commercial Long
Inland Lot Nos. 7717 and 7718 oo oo
Section A of
Inland Lot No. 781 and
Sections A and C of
Inland Lot No. 782
ooo77170 77180
good
0oo00o7810AD00O
00O 7820 A0 CO
Certain parts or shares of and 272,478*% Commercial Long
in Inland Lot No. 8573 oo oo
000857300
ooooooo

obooOoooobOobOOobOOooOOoocbOooa

Group's

interest
oo

ooood

100%

100%
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PROPERTIES IN HONG KONG (cont'd)

ooodog
Properties held for investment (cont'd)
oooooooyon
Approx. gross
floor area Category of Group’s
(square feet) the lease interest
Location Lot number ooooooo Usage term oo
oo good ogoood oo good good
3. MassMutual Tower Certain parts or shares of 345,415*% Commercial Long 100%
38 Gloucester Road and in Inland Lot Nos. 3287 o0 oo
Wanchai, Hong Kong and 6936
(including 55 car parking 000 32870 69360 0
spaces on lower basement) ooooooo
oooooo
oo0ooooon 380
oooooooo
550000
& Excluding all car parking spaces area
0o0oooooooo
4. Tung Ying Building * The Remaining Portion 403,715 Commercial Medium 100%
No. 100 Nathan Road and of Kowloon Inland Lot~ (upon completion oo oo
nos. 1-19A Granville Road No. 6022 of redevelopment
Tsimshatsui, Kowloon 00000 e0220 ooooo)
Hong Kong oooo
oooo *
ooooooo
goooioooOd

ooo000 1-19A0

i« Under redevelopment
ooo
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PROPERTIES IN HONG KONG (cont'd)

O0odog
Properties held for investment (cont'd)
ooooooyon
Approx. gross
floor area Category of  Group's
(square feet) the lease  interest
Location Lot number ooooooo Usage term oo
og good goood og good good
5. Silvercord Certain parts or shares of 256,133 Commercial Long 100%
Shops, restaurants and and in Kowloon Inland Lot 0O OO0
food court on basement No. 10656
shops on lower ground floor 00000 1065600
ground floor ooooooo

(excluding shop no. 38)

1st floor

(excluding shop no. 39)

2nd floor

(excluding shop no. 41)

the whole 3rd floor and

car parking spaces nos. 1, 2, 6,
7,8,9, 21, 24, 25, 26, 29,

30, 34 and 35 on basement

No. 30 Canton Road, Tsimshatsui
Kowloon, Hong Kong

good
ooooo0ooooo3od
dooooobooooooo
oood

oo3sgoooon
103000000
20041000000
300000o0oooi1boz20e0
708090 210 240 250 260 290
300340 35000
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PROPERTIES IN HONG KONG (cont'd)

ooodog
Properties held for investment (cont'd)
ooooooyon
Approx. gross
floor area Category of Group’s
(square feet) the lease interest
Location Lot number ooooooo Usage term oo
oo good ogoood oo good good
6. Causeway Place Certain parts or shares of 48,897 Commercial/ Long 100%
Shops nos. M1, M2, M3, N1, N2, and in Inland Lot No.7742 Residential OO
O and P on ground floor 000774200 ooooo
shops nos. N2, O and P on ooooooo

mezzanine floor

the whole of

1st and 2nd floors and

their respective portions

of exterior walls, together with flats

Gl JKLNOPQ

(each including a flat roof)

and H on 3rd floor

Hong Kong Mansion

nos. 1-7 Paterson Street and

nos. 2-10 Great George Street

Causeway Bay, Hong Kong

goooo

goooo

oooO1-70000000 2-100

oo0ooooMidM20 M30

N1ON20OO PO OO

OON2000PODODO

1og2000

goooooooon

30 COI0JOKOLONOOOPOQ
000000000 mADO



Properties held for investment (cont'd)
ooooooyon

Location

Excelsior Plaza

Shop nos. 1 to 3 and

6 to 12 on ground floor and

Unit nos. 6 to 11 on 1st floor of
Yee On Building and

Shop nos. 21, 23 and 24 on
ground floor of Chee On Building
together with the external walls

on ground floor, 1st floor

and 2nd floor and the Main Roof of
Yee On Building

Unit G on 2nd floor

Shop no. 32 (part) on 2nd floor and
naming right on ground floor,

1st floor and 2nd floor of

Yee On Building

Shop no. 31 on st floor

Shop no. 32 (part) on ground floor
1st floor and 2nd floor

external walls and

naming right on ground floor,

1st floor and 2nd floor

and Main Roof of

Chee On Building

Shop no. 32 (part) on 2nd floor
external walls and

naming right on ground floor,

1st floor and 2nd floor of

Annex Land Building

24-26 East Point Road

Causeway Bay

Hong Kong

gooo
goooooono24-2e0
gooooorto300n0oen 1200
O1o0e0110000
goo0O0002102302400
goooooooo'oo2000
goooo

oooo220ae00
0203200000
goooo1oo200000
goooioz3100
ooz32000000
100200000
gooi1oo00000000o0on
0 Annex Land Building
203200000
oooioo2000C00000
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PROPERTIES IN HONG KONG (cont'd)
Oooodod

Approx. gross

floor area Category of Group’'s

(square feet) the lease interest

Lot number ooooooo Usage term 0o

good gooono (RN oood goog

Certain parts or shares 52,413  Commercial Long 100%
of and in oo oo

Sub-section 1 of Section G of
Marine Lot No. 52

and the Extension thereto and
Section A of Sub-section 1 of
Section A of Marine Lot No. 52
and the Extension thereto
oooOos520GcO01000
gooooono
Oo00O0520 A0 100A0O0O
doodoobooooooo

Certain parts or shares

of and in

Section B of Sub-section 1 of
Section A of Marine Lot No. 52
and the Extension thereto and
Sub-section 3 of Section G of
Marine Lot No. 52

and the Extension thereto

the Remaining Portion of
Inland Lot No. 469

and the Remaining Portion of
Section A of Inland Lot No. 470
Oo000520 A0 100 BO
oooooo

0000520 GO 300
gooooo
000469000000
oo04700 AD00OCDOO0O
oooOo0oaoo

Certain parts or shares

of and in

Sub-section 2 of Section G of
Marine Lot No. 52

and the Extension thereto
0000520 G0200
gooooooooooooa
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PROPERTIES IN HONG KONG (cont'd)
oooog

Properties held for investment (cont'd)
oooooonon

Approx. gross
floor area Category of Group’s
(square feet) the lease interest
Location Lot number ooooooo Usage term oo
ood good goooo od good goog

8.  Wanchai Computer Centre Certain parts or shares of 36,716 Commercial Long 100%
Shops nos. 2 and 3 on ground floor and in Inland Lot No. 8562 o0 oo
Southorn Centre 000856200
150 Hennessy Road and the ooooooo
commercial accommodation
on 1st and 2nd floors
Southorn Centre
130 Hennessy Road
Wanchai, Hong Kong
goooo
oooooooo 1500
ooog
ogd20 3000
ooooo 1300
good
100200000

9.  Tung Sang Building * Marine Lot No. 296 75,124 Commercial/ Long 100%
No. 20 Johnston Road O00oo2960 (upon completion  Residential oo
Wanchai, Hong Kong of redevelopment OO OO0
oooo * ooooo)
ooog
goog2o0

& Under redevelopment
oog
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PROPERTIES IN HONG KONG (cont'd)
Oooodod

Properties held for investment (cont'd)

ooooooooo

Location

oo

10.

Chic Castle

Various shops on

1st, 2nd and 3rd floors
President Commercial Centre
602-608 Nathan Road
Kowloon, Hong Kong

Chic 0 O

0000000 602-6080
goooog
100200300000

Dang Fat Mansion *

Shop no. 4A on ground floor

the whole of Tst to 3rd floors
portions on roof

portion on the upper roof and

the exterior walls of 1st to 3rd floors

Dang Fat Mansion

Nos. 10-20 Tai Ho Road
Nos. 8-12 Dang Fat Street
Nos. 7-11 On Wing Street
Tsuen Wan

New Territories, Hong Kong
oooo *

goooog

oo 10-200
oonoas-120
goo7-110
004A000
10300000000
ooooogoo
103000

gobgon

Approx. gross

floor area Category of

(square feet) the lease
Lot number ooooooo Usage term
good goood og good
Certain parts or shares of 4998 Commercial Medium
and in the Remaining Portions oo 00
of Kowloon Inland Lot
Nos. 7061, 7062 and 7063
ooooo7oe1in 70620
70630 00000
gooooono
Certain parts or shares of 18,996 Commercial Medium
and in Tsuen Wan Town oo oo

Lot No. 206
0oooo20600
goooooo

The property was disposed of after 3 1st December, 2007

gooooooooooooooooooo

Group’s

interest
oo

good

75%

100%
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PROPERTIES IN HONG KONG (cont'd)

ooodog
Properties held for investment (cont'd)
ooooooyon
Approx. gross
floor area Category of Group’s
(square feet) the lease interest
Location Lot number ooooooo Usage term oo
oo good ogoood oo good good
12. Various Portions of Certain parts or shares of 541,048* Industrial Medium 20.65%
No. 1 Hung To Road and in Kwun Tong 00 oo
Kwun Tong Inland Lot No. 415
Kowloon, Hong Kong O0o0oO41500
(Comprising 399 workshop units ooooooo
and 77 car parking spaces)
goooono
ooo1coooo
go039000000770000
& Excluding all car parking spaces area
oooooooooo
13. Tuen Mun Centre Certain parts or shares of 20,048* Commercial Medium 30.98%
Cinema portion on and in Castle Peak Town o0 oo
ground floor, Lot No. 57
1st to 3rd floors ooooos5700
flat roof on 4th floor ooooooo

portion of external walls of cinema
shops nos. 14 and 16 on ground floor
Nos. 2-8 Wo Ping Path

Nos. 7-35 Yan Ching Street

Tuen Mun, New Territories

Hong Kong

oooo

gooooo

oogd2-s0

ooo7-350
oooi1oo3ooo0ooon
A00000000000

Ood 140 1e000O

i« Excluding flat roof area on 4th Floor
0004000000
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PROPERTIES IN HONG KONG (cont'd)
Oooodod

Properties held for investment (cont'd)
ooooooyon

Location

oo

14.

Gemstar Tower

Unit C (including the
storeroom thereof) on
13th floor and the Roof
together with 50 car parking spaces
on st to 3rd floors

No. 23 Man Lok Street
Hung Hom, Kowloon
Hong Kong

good
00O000O0oOooOo230
130cCO0Ooon
ooomooono
1003050000

Approx. gross
floor area

(square feet)

Excluding area of the Roof and all car parking spaces

ooooOoOoOooooooo

Sun Fair Mansions
12 Shiu Fai Terrace
Mid-Levels East
Hong Kong

good

ooooo

goo 120

Lot number ooooooo
gooo goooo
Certain parts or shares of 4,850*%
and in Hung Hom

Inland Lot No. 545

0000054500

goooooo

Section M of Inland 40,000

Lot No. 2302 and

the Extension thereto and
Section X of Inland

Lot No. 2302 and

the Extension thereto
00023020 MO O
gooooo
00023020 XO O
goooo

gobgon

Category of

the lease

Usage term
oo oooo
Godown Medium
oa 0oad
Residential Long
oa 0oad

Group’s

interest
oo

good

61.96%

100%
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PROPERTIES IN HONG KONG (cont'd)
oooog

Properties held for sale
ooooon

Approx. gross
floor area Group'’s
(square feet) interest
Location Lot number ooooooao Usage oo
oo good ooood oo good

1. Gemstar Tower Certain parts or shares of 79,361" Godown 61.96%
Units C to G on 16th floor and in Hung Hom o0
(including the storeroom of Unit G) Inland Lot No. 545
Units A to F on 17th floor * 0000054500
(including the roof terrace ooooooo
of Units D and E) and
Units A to D on 18th floor
No. 23 Man Lok Street
Hung Hom, Kowloon
Hong Kong
good
oooobooooo230
160 CO GO O

goocoooooog
17OAOFODO *

000170 DOEODDOOODOOD
180 AO DO O

< The disposal of Unit E and its roof terrace on 17th Floor was completed after 3 1st December, 2007
170 E0000C0O0O00O0DOOCOCOO0O0OODOOOOOODOOO

Excluding of the roof terrace area of Units D and E on 17th Floor
gOoO1w7ODOEODCOOOOOO

2. Parc Palais, King's Park Kowloon Inland Lot 23,388* Residential 10%
Junction of Princess No. 11118 oo
Margaret Road and Wylie Road oooooi111180
Kowloon
Hong Kong
goooono
oood
goooooooo

o Certain units have been sold after 3 1st December, 2007
OO00OO00000O00000O0O0O0O0O0OoOoa
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PROPERTIES IN HONG KONG (cont'd)

EEREREERERE
Properties held for sale (cont'd)
Oooooooion
Approx. gross
floor area
(square feet)
Location Lot number Oooo0oooo
oo gooo ooooo
3. Miami Crescent Certain parts or shares of and 30,591*
No. 328 Fan Kam Road in Lot No. 1861 in D.D.100
Ying Pun, Sheung Shui 00001000
New Territories 00186100
Hong Kong ooooooo
oooad
oodoooooo
o000 3280
& Certain houses have been sold after 31st December, 2007
JO0d0O00O0ODOOoObOOoOoOobOOoOoooOOoo
4. Indihome Certain parts or shares of and 55,518**

No. 138 Yeung Uk Road
Tsuen Wan

New Territories

in the Remaining Portion of
Tsuen Wan Town
Lot No. 406

Hong Kong OOoooo4oen
ooad oooooooooooo
oooooao
Oooad 1380
& Certain units have been sold after 3 1st December, 2007

go0oOooOoOoOooOoooooOoooooo

Excluding all car parking spaces area
gooboooogooo

gobgon

Usage
o

Residential
o0

Serviced
apartments/
Commercial

ggo
goooo

Group’s

interest
oo

good

50%

50%
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PROPERTIES IN HONG KONG (cont'd)
ooodog
Properties under development held for sale
oooooooooo
Estimated
Approx. gross
sitearea  floor area
Estimated (square feet) (square feet)
Stage of completion oooo 0o
Location Lot number completion date 00 0oO0o0
oo oooo oooo ooobDon goooo ooooo
1. 55 Conduit Road Remaining Portion of Site formation 2011 36,000 87,770
Hong Kong Section A of Inland works in progress 00000
oo Lot No. 2138 ooooon
000550 Sub-section 1 of ooo
Section A of Inland
Lot No. 2138 and
Inland Lot No. 2612
00021380A00000
00021380A0 1000
00026120
2. Junction of Kowloon Inland Foundation Mid of 2010 146,132 1,095,980
Hoi Wang Road and Lot Nos. 11167 works in progress 00000
Hoi Ting Road and 11168 ooooooo oo
West Kowloon ooooa
Reclamation Area 111670 111680
Kowloon, Hong Kong
gpoono
goooon
gooo
gpooo
3. Junction of Kowloon Inland Foundation End of 2010 86,758 650,684
Hoi Wang Road, Lot No. 11073 works in progress 00000
Yan CheungRoadand 00000 ooooooo oo
Yau Cheung Road * 110730
West Kowloon
Reclamation Area
Kowloon, Hong Kong
gooo
oooooo
gooo
gooo
ooooo *
< Acquisition of the site was completed in June 2007

goboooocOooOooooooo

Usage
oo

Residential
oo

Residential/
Commercial
ooooa

Residential/
Commercial
ooooa
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Group ‘s
interest

oo
oooo

70%

25%

15%
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PROPERTIES IN MAINLAND CHINA
Oooood

Properties held for investment
ooooon

Location
oo

1. Main Tower and Executive Tower
of Hilton Beijing
1 Dongfang Road
North Dongsanhuan Road
Chaoyang District, Beijing
ooooooooooboooon
goooog
oooooooo10

Approx. gross
floor area
(square feet)
goooooo
goooo

647,747*

Ogooodg

Category of

the lease

Usage term

oo oooo

Hotel/ Medium

Commercial oo
ooooOoo

commencing in April 2006 and being completed in March of 2008 will be 230,158 square feet.
O0O0000O00041758000000000000000000000DO0C00O000O0OOOOOO0O0O0OOOOO230,1580000

2.  Oriental Place
9 East Dongfang Road
North Dongsanhuan Road
Chaoyang District, Beijing
goooog
oooooo
oooOoO0ooooon

3. Lowu Commercial Plaza
79 retail shops on 1st Floor
Jianshe Road, Luohu District
Shenzhen, Guangdong Province
gooono
oooobooooobooo
10790000

103,685

29,416

Commercial Medium
oo oo
Commercial Medium
oo oo

Group'’s

interest
oo

good

50%

The gross floor area of Main Tower is approximately 417,589 square feet. The gross floor area of Executive Tower with redevelopment work

50%

100%
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PROPERTIES IN MAINLAND CHINA (cont'd)
ooooomoo

Properties held for investment (cont'd)

ooooooyon
Approx. gross
floor area Category of Group'’s
(square feet) the lease interest
Location ooooooo Usage term oo
oo goood agd oood good
4, Evergo Tower 263,708 Commercial Medium 100%
(excluding unit no. 3 on 9th floor and oo oo

unit no. 7 on 10th floor)

1325 Central Huaihai Road and

1 Baoging Road

Xuhui District, Shanghai
goooo
ooo0o0oOoooboonoa 32500
gooid
googooeno300i100700
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PROPERTIES IN MAINLAND CHINA (cont'd)
Ooooomoo

Properties under development

oooon

Name of project
goono

1. Dongda Street *
Development
Chengdu
oooooo *
oooo

2. Yingbin Road *
Development
Chengdu
ooooooo *
gooo

Location
oo

East of Yixue Lane

south of Hongbu Main Street
and north of Tangba Street
Jinjiang District

Chengdu

Sichuan Province
gobooboooo
ooooo

goooooo

ooooo

Group 1,2, 6

Langjia Village

Group 1,2,3,4,7

Yuejin Village

Jinniu District

Chengdu

Sichuan Province
goboooooo
0001020304070
000102060

HRERERERERE
Estimated
Approx. gross

site area floor area

Estimated (square feet) (square feet)

Stage of completion oooo 0o

completion date 00 00000 Usage

gooo gooooo goooo goooo ao

In design stage Mid of 2011 194,411 1,652,000  Residential and

ooooo ooooo commercial
ao goooo

Site formation Mid of 2010 795,625 3,743,000  Residential and

works inprogress 00000 commercial
oooooo oo ooood
ood

Group 's
interest

oo
gooo

100%

100%
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PROPERTIES IN MAINLAND CHINA (cont'd)
ooooomoo

Properties under development (cont'd)

ooooonon
Estimated
Approx. gross
sitearea  floor area
Estimated (square feet) (square feet) Group''s
Stage of completion oooo oo interest
Name of project Location completion date 00 0oO0o0 Usage oo
oooo ao gooo goobon goood goooo go oooo
3. South Taisheng East of Sanguigian Street In design stage  Early of 2012 404,267 3,229,000  Residential and 100%
Road * south of East Dagjang Street ooooo 0oooo commercial
Development west of South Taisheng Road 0o 0oooo
Chengdu and north of Tidu Street
goooooo * Qingyang District
o000 Chengdu
Sichuan Province
ooooooooo
goooon
gooooo
gobobooogd
ooooo

*  State-owned land use rights certificate of the Land was issued by The Bureau of Land Resources Chengdu in May 2007
Jo00ooOoOO00000OOOOO0O0O00ODOOOO0O0O0OoODOoOO
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PROPERTY IN THE UNITED KINGDOM

goon

Property held for investment

oooonoo

Location
oo

1. 82 Eaton Square

Belgravia, London
SWI1W, 9AP
United Kingdom

PROPERTY IN MACAU

Property under development held for sale

gdono
ooooooooonn
Location
oo
1. Avenida
Wai Long
Taipa, Macau
gooo
gooa

Lot number
gooo

Lot 1¢, Lot 2, Lot 3

Lot 4 and Lot 5

(Parcels 5a, 5b & c)
10203040

100 5a05b0 @m0

gooogao
Approx. gross
floor area Category of Group's
(square feet) the lease interest
ooooooo Usage term oo
gooono od good good
17,750 Residential Long 100%
og oo
Estimated
Approx. gross
sitearea  floor area
Estimated (square feet) (square feet) Group s
Stage of completion oooo oo interest
completion date 00 00000 Usage 0o
gooo gooooo ooooo ooooo oo gooo
Site formation Phase 1: 848,000 5,786,242 Residential 70.01%
works of Phase 1 End of 2010 (excluding 00
commenced ooo car park area
gooooo goooooo gono
goooooo ooooo)
2,088,197

(car park area
0oooo)



Schedule of Property Development Rights Oooooooo

PROPERTIES IN HONG KONG

HRERERN
Property held for sale
ooooon
Approx. gross
floor area Group’s
(square feet) interest
Location Lot number ooooooao Usage oo
oo good ogoood ogd good
1. The Zenith Certain parts or 28,066* Residential/ 87.5%
(Phase ) shares of and in Commercial (notes 1 & 2)
3 Wanchai Road & Sections A and B of ooooo ooo 1020
258 Queen's Road East Inland Lot No. 8953
Wanchai, Hong Kong 000 89530
ooo AO BOO
ogoood gooooono
oood
goo3gd

oooono2580

& Certain units have been sold after 31st December, 2007
0000000 DOO0O0ODODOOoODOOoOoDoDOOoO



Location

The Zenith
(Phase II)
3 Wanchai Road &
258 Queen's Road
East, Wanchai
Hong Kong
gon

ooooo
gooo
ooo3ng
goooo
2580

Properties under development held for sale
ooooooonon

Lot number
gooo

The Remaining
Portion of
Inland Lot

No. 8953
goo

895300
gooo
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PROPERTIES IN HONG KONG (cont'd)
Oooodod

Stage of

completion

oooad

In design stage

ooooo

Schedule of Property Development Rights

Estimated

completion

date
gonooon

Mid of 2012
ooooooo

gobogoogd

Approx.
site area
(square feet)
gooo
oo
goooo

15,775

Estimated

gross

floor area
(square feet)
ad
ooooo

goooao

159,727

Group's

interest

Usage oOd
oad gooa
Residential/ 87.5%

Commercial ~ (notes 1 &2)
goooo DOO001020

It refers to the percentage of interest of property development rights in a consortium which engaged Urban Renewal Authority (“URA") (the

successor to Land Development Corporation) in the project.
jof0ooooOoo0@moCoo0oooooo0@oooooooooooooooooooooo

The 87.5% attributable interest of property development rights includes the indirect interest of 12.5% held through the Group's interest in Power

Jade Limited which has a 25% direct interest in the consortium.

000000000 875%0000000000 Power Jade Limitedd DOO0O0 DO 2500000000 125%000000

In this joint venture with URA, the consortium finances both the land costs and construction costs, and is entitled to claim for reimbursements

for land costs and construction costs so incurred together with the share of any development profits with URA in accordance with the terms and

conditions of the joint development agreement.

goboocooOoooCcOoO0oOoOooOoO0OoOoOoOoOoO0OoOoOOOoO0O0OOOOO0O0OOOOO0OO0O0OOOCO0O0DOOOOOOOOOOOnOn
gob0oooOoOoOooooooOoOoooooo



AnnualReport2007 OO OODOOO 183

Schedule of Property Development Rights Oooooooo

PROPERTIES IN HONG KONG (cont'd)

ooodog
Properties under development held for sale (cont'd)
ooooooonnonon
Estimated
Approx. gross
site area floor area
Estimated (square feet) (square feet) Group's
Stage of completion 0000 oo interest
Location Lot number completion date oo ooooo Usage oo
ano goon gooo goooono goooo goooo od goono
3 Reclamation Kowloon Inland Superstructure Early of 2008 5,760 52,948 Residential/ 100%
Street Lot No. 11173 works completed 0000000 Commercial
Mongkok goooa gooooon goooa
Kowloon 111730
Hong Kong
oooooo
gooo

Note: The property development rights were granted pursuant to development agreement with Urban Renewal Authority.
gooboobooooboobooboobobooooooog

4, Larch Street and Kowloon Inland Superstructure End of 2008 13,228 111,563 Residential/ 100%
Bedford Road Lot No. 11182 works in progress 0000000 Commercial
Tai Kok Tsui goooo gooocooo ooooo
Kowloon 111820
Hong Kong
(including 4

motorcycle spaces

25 parking spaces

for residential,

commercial visitors)

gooocooo

goboooog
oob4000000

250000

ooooooooo

Note: The property development rights were granted pursuant to development agreement with Urban Renewal Authority.
O000oCcoO0o0o0ooODooOOoOoO0O0oO0ooOoDOOoOoOo0oOoooon
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Schedule of Property Contracted to be Acquired

PROPERTY IN MAINLAND CHINA

gooogn

Name of project
oooo

1. Huaxinjie Street *
Development
Chongging
oooooooo *
oooo

Stage of
Location completion
oo oooo

No. 1 Zhongxin Section and  In design stage
Qiaobei Village 0oooo
Huaxinjie Street

Jiangbei District

Chongging

gpooooo

goooo

gpoooooio

Estimated

completion

date
oooooo

2016
ooooa

Land and Resource and Housing Administration Bureau on 2nd February, 2008.

gooobooooOob0oOoob0oOoOoO0OoOoO0OoO0O0ooOoO0oOoOoOOOoOoOoO0O0OO0OOOO0OOOOOCOO0OOOO0OOOOOOOOObOO0OOn

oo

gobggougood

Approx.
site area
(square feet)
gooo
ao
gooooo

2,207,546

Estimated

gross

floor area
(square feet)
oo
goooo

ooooo

11,080,000

Usage
oo

Residential and
school
goooo

Group's

interest
ao

oooo

25%

The land was acquired in public auction dated 30th July, 2007. The contract for grant of state-owned land use right was signed with Chongging
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