The Company is incorporated in Hong Kong with limited
liability and its securities are listed on The Stock Exchange of
Hong Kong Limited (the ‘‘Stock Exchange’’).
holding company is Chinese Estates Holdings Limited (‘‘Chinese

Its ultimate

Estates’’), a company incorporated in Bermuda with its securities
listed on the Stock Exchange.

The Company acts as an investment holding company and its
subsidiaries are principally engaged in property investment and
development. The principal activities and other particulars of its
principal subsidiaries are set out in note 39 to the financial
statements.

In the current year, the Group has adopted, for the first time, the
following Hong Kong Financial Reporting Standard
(‘““HKFRS”’) issued by the Hong Kong Society of Accountants
(‘““HKSA’’), the term of HKFRS, is inclusive of Statements of
Standard Accounting Practice (‘°‘SSAP(s)’’) and Interpretations
approved by the HKSA:

SSAP 12 (Revised) ‘‘Income Taxes”’

The Group has adopted SSAP 12 (Revised) ‘‘Income Taxes’’.
The principal effect of the implementation of SSAP 12 (Revised)
SSAP 12 (Revised) requires the
adoption of a balance sheet liability method, whereby deferred

is in relation to deferred tax.

tax is recognised in respect of all temporary differences between
the carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the
In the
absence of any specific transitional requirements in SSAP 12
(Revised),
retrospectively.

computation of taxable profit, with limited exceptions.

the new accounting policy has been applied

The adoption of SSAP 12 (Revised) has had no material effect on
the results for the
Accordingly, no prior year adjustment has been required.

current or prior accounting years.
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The financial statements have been prepared under the historical
cost convention as modified for the revaluation of certain

properties.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The

principal accounting policies adopted are set out below:

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31st

December each year.

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 significant intercompany transactions and balances between

the group enterprises are eliminated on consolidation.

Investments in subsidiaries are included in the Company’s

balance sheet at cost less any identified impairment loss.

The consolidated income statement includes the Group’s share of
the post-acquisition results of its associates for the year. In the
consolidated balance sheet, interests in associates are stated at
the Group’s share of the net assets of the associates less any

identified impairment loss.

The results of associates are accounted for by the Company on
the basis of dividends received and receivable during the year. In
the Company’s balance sheet, investments in associates are

stated at cost, as reduced by any identified impairment loss.
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Investment properties are completed properties which are held
for their investment potential, any rental income being negotiated
at arm’s length.

Investment properties are stated at their open market value, based
on independent professional valuations at the balance sheet date.
Any surplus or deficit arising on the revaluation of investment
properties is credited or charged to the investment property
revaluation reserve unless the balance on this reserve is
insufficient to cover a deficit, in which case the excess of the
deficit over the balance on the investment property revaluation
reserve is charged to the income statement. Where a deficit has
previously been charged to the income statement and a
revaluation surplus subsequently arises, this surplus is credited to
the income statement to the extent of the deficit previously
charged.

On disposal of investment properties, the balance on the
investment property revaluation reserve attributable to that
properties disposed of is transferred to the income statement.

No depreciation or amortisation are provided on investment
properties except where the unexpired term of the relevant lease
is 20 years or less.

Property and other fixed assets are stated at cost less depreciation
and amortisation and accumulated impairment losses.

Depreciation and amortisation are provided to write off the cost
of property and other fixed assets over their estimated useful
lives and after taking into account of their estimated residual
value, using the straight-line method, at the following rates per

annum:
Type Basis

Leasehold land Over the term of the lease

Buildings Over the shorter of the unexpired period

of the lease and 20 years
Furniture, fixtures 10% and 20%

and equipment
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The gain or loss arising on the disposal or retirement of an asset
is determined as the difference between the sale proceeds and the
carrying amount of the asset and is recognised in the income
statement.

Land and buildings in the course of development for production,
rental or administrative purposes or for purposes not yet
determined, are carried at cost, less any identified impairment
loss. Cost includes professional fees and borrowing costs
capitalised in accordance with the Group’s accounting policy.
Depreciation or amortisation of these assets, on the same basis as
other property assets, commences when the assets are ready for
their intended use.

Property interests held for development represent a right to
develop properties on a piece of land upon payment of a final
amount or land acquired pending any definite intention, and are
carried at cost, less any identified impairment loss.

Property under development for sale is stated at the lower of cost
and net realisable value.

Properties held for sale are stated at the lower of cost and net
realisable value.

Other asset representing club memberships, is stated at cost less
any identified impairment loss.

At each balance sheet date, the Group reviews the carrying
amounts of its tangible 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.
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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.

Rental income from properties under operating leases is
recognised on a straight-line basis over the term of the relevant
lease.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

Transactions in currencies other than Hong Kong dollars are
initially recorded at the rates of exchange prevailing on the dates
of the transactions. Monetary assets and liabilities denominated
in such currencies are re-translated at the rates prevailing on the
balance sheet date. Gains and losses arising on exchange are

included in the income statement for the year.

On consolidation, the assets and liabilities of the Group’s
overseas operations are translated at exchange rates prevailing on
the balance sheet date. Income and expense items are translated
at the average exchange rates for the year. Exchange differences
arising, if any, are classified as equity and transferred to the
Group’s exchange reserve. Such translation differences are
recognised as income or as expenses in the year in which the

operation is disposed of.

Leases of assets in respect of which substantially all the rewards
and risks of ownership remain with the lessor are accounted for
as operating leases. Rental expenses paid or payable under
operating leases are charged to the income statement on a

straight-line basis over the relevant lease term.
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Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes
income statement items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used
in the computation of taxable profit, 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 negative goodwill) or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

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

The carrying amount of deferred tax assets is reviewed at 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 year when the liability is settled or the asset realised.
Deferred tax is charged or credited in the 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.
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Borrowing costs directly attributable to the construction of
properties under development for sale, are capitalised as part of
the cost of those assets. Capitalisation of such borrowing costs
ceases when the assets are substantially ready for their intended

use or sale.

All other borrowing costs are recognised as expenses in the year

in which they are incurred.

The retirement benefit costs charged in the income statement
represent the contributions payable in respect of the current year

to the Group’s defined contribution scheme.

Turnover represents property rental income received and

receivable.

For management purposes, the Group is currently organised into
two operating divisions — property development and property
leasing. These divisions are the basis on which the Group reports

its primary segment information.
Principal activities are as follows:

Property development — Property development

and sales of properties

Property leasing — Property rental
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Segment information about these businesses is presented below.

ESERE LY EERT -

Property Property
development leasing Others Consolidated
MEERE MERE Hitn T EiRE
HK$°000 HK$°000 HK$’000 HKS$’000
FHET FHET FET FET
INCOME STATEMENT Yozs7E
For the year ended BE_EZ=1F1 "/
31st December, 2003 =1 —HILEE
SEGMENT REVENUE PEEWA - 890 - 890
SEGMENT RESULT AEZE (874) 1,166 - 292
Unallocated corporate income iy AN N 475
Unallocated corporate expenses R 2N FIFASE (1,843)
Loss from operations R (1,076)
Loss on disposal of a subsidiary T A FIEE = (826) - (826)
Write-back of allowance for amounts B /AR KEK
due from associates, net HEfH 2 SRR 1,177
Share of results of associates JEAGIRE A F] S - 125 = 125
Finance costs e (162)
Loss before taxation MiRiEHE (762)
Taxation M 558
Loss after taxation MiiiEE (204)
BALANCE SHEET EEBEX
At 31st December, 2003 R EEE—Ipf— H=f—H
ASSETS BE
Segment assets Gag V=123 253,506 113,552 = 367,058
Interests in associates Bk A FRERS = 276,471 = 276,471
Unallocated corporate assets R N R 409
Consolidated total assets FaEENRE 643,938
LIABILITIES =1
Segment liabilities SEAE 119 3,459 - 3,578
Unallocated corporate liabilities Kol NEIEE 57,498
Consolidated total liabilities o BB E 61,076
OTHER INFORMATION HE#
For the year ended BE—FEE=—H
31st December, 2003 =F—HILEE
Capital additions BRI 223,409 62,154 - 285,563
Depreciation and amortisation T8 Sy - - 128 128




INCOME STATEMENT
For the year ended
31st December, 2002

SEGMENT REVENUE
SEGMENT RESULT

Unallocated corporate income
Unallocated corporate expenses

Loss from operations

Write-back of allowance for amounts
due from associates

Finance costs

Loss before taxation
Taxation

Loss after taxation

BALANCE SHEET
At 31st December, 2002

ASSETS
Segment assets
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities
OTHER INFORMATION

For the year ended
31st December, 2002

Capital additions
Depreciation and amortisation

Impairment loss recognised in respect of

properties held for development

Property Property
development leasing Others  Consolidated
LUE S YIS E Hfty fre i E
HK$°000 HK$°000 HK$°000 HK$°000
THT THT THETT THITT
Wz
BE_FF _F{—H
=t —HILEE
PERA - 1,198 - 1,198
Py E S (21,760) (145) - (21,905)
R N FBA 2,601
Py a5 (1,293)
R HEE (20,597)
e I F) IR A
ok 6,000
RUEE = Gif! (1,027)
DAL ZFic (15,624)
Fiid _
ed Zict (15,624)
BESER
KREEEFEfZH=1—H
&=
TIREETE 136,512 641 - 137,153
P Vg /N5 10,438
i e B ERAEL 147,591
=1
AR 5,032 17 - 5,049
PNy AN = 67,381
oy A 72,430
Bt EH
BE—FE i
=t —HIFEE
BRI 9,147 - - 9,147
I8 I - - 79 79
EURER (R Y/E ST
ZIRERHE 21,147 - - 21,147
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The Group’s operations are located in Hong Kong and the AR e KRR ( FEER
People’s Republic of China, other than Hong Kong, (‘‘the Gh ) (T B ) R TS - TR AL
PRC”’). The Group’s revenue are all derived from Hong Kong in B Z A TR B -

both years.

The following is an analysis of the carrying amount of segment PUN RS E H o & EIREE L 08T A
assets at balance sheet date and capital additions during the year HY & e & B F et pr B 2 43T
analysed by the geographical area in which the assets are located:

Carrying amount

of segment assets Capital additions
SEEERAE EEEM
2003 2002 2003 2002
HK$°000 HK$’000 HK$°000 HK$’000
FHET T FHET TH#IT
Hong Kong T 179,787 147,591 98,326 9,147
PRC H 187,680 - 187,237 -
367,467 147,591 285,563 9,147
2003 2002
HK$°000 HK$’000
THET THIT
Included in other operating income are: HARE WA LSS
Interest income from bank HATHIEHA 70 107

Interest income from associates e A EIFREIOA 820 =




Loss on disposal of investment properties
Loss on disposal of property held
for development
(Surplus) deficit on revaluation of
investment properties
Others

Loss from operations has been

arrived at after charging (crediting):

Auditors’ remuneration:

Current year

Overprovision in previous years
Depreciation and amortisation
Staff costs, including Directors’

emoluments

Gross rental income from properties
under operating leases

Less: Outgoings

Net rental income
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2003 2002
HK$’000 HK$°000
FET T
- 248

835 -

(20) 50

68 -

883 298

2003 2002
HK$’000 HK$°000
FET T
260 212

(80) (17)

128 79

290 344
(890) (1,198)

55 708

(835) (490)
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