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CHAIRMAN'S STATEMENT

ERHE

Dear Shareholders,

On behalf of the Board of directors (the “Board”) of Kingston
Financial Group Limited (the “Company”), | am pleased to present
to you the Company’s (together with its subsidiaries, the “Group”)
annual performance and business development for the year ended
31 March 2017 (the “Year”).

The Group recorded a 8% decrease in revenue from approximately
HK$3,115,050,000 for the year ended 31 March 2016 (“the
Previous Year”) to HK$2,878,897,000 for the Year. Profit
attributable to the Company’s shareholders for the Year decreased
by 13% from approximately HK$1,700,374,000 for the Previous
Year to approximately HK$1,484,943,000. It was mainly attributed
to the decrease in income from securities brokerage, underwriting
and placements business, hindered by the unstable,global
financial environment which caused a strong pressure to the Hong
Kong capital market and led to a 34% decrease in the average
daily turnover of the Hong Kong securities market during the Year.

The Group has navigated the challenging financial atmosphere in
Hong Kong and weathered the inevitable fluctuations in the market
underpinned by its strong capital base, prudent risk control and
team of professionals. The Group achieved satisfactory results in
the industry with total revenue generated from the financial service
business segment of approximately HK$2,206,109,000 for the year
ended 31 March 2017, representing a decrease of 10% as
compared with HK$2,443,448,000 in the Previous Year.

Encouragingly, stepping into 2017, businesses and financial
markets began to respond more optimistically to the political and
financial events around the globe, and there are also signs of
recovery among advanced and developing economies. At a
regional level, the Group is looking forward to the official
confirmation of the bond connect scheme to be introduced through
collaboration between Hong Kong Monetary Authority and the
People’s Bank of China, citing a desire to get access to
northbound and southbound trading that drive up cross border
investment activities and onshore exposure of international
enterprises. As a leading player in the Hong Kong bourse, the
Group will continue to explore proactive business engagement and
opportunities.

Kingston Financial Group Limited
Annual Report 2017
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CHAIRMAN'S STATEMENT

ERHRE

Macau’s gaming and tourism industry has seen a nascent recovery
since last summer. With its efforts to reinvent itself as a Hollywood-
themed resort, Macau remains one of the world’s most popular
tourist destinations. We believe the development of tourism and
gaming business will remain stable in the long run. Supported by
the steady demand, the Group’s hotel business contributed
revenue of approximately HK$180,693,000 for the Year (the
Previous Year: HK$190,780,000), and gaming revenue amounted
to approximately HK$492,095,000 for the Year (the Previous Year:
HK$480,822,000).

Furthermore, the Group is cautiously optimistic about the tourism
outlook of Macau. The Group would also like to diversify the origins
of customers through enhanced membership programs and
marketing activities.

Lastly, | would like to take this opportunity to express my gratitude
to our board of directors, dedicated team of the Group
professionals for their unwavering commitment and passion for the
business over the past years. | would also like to sincerely thank all
our valued service providers and business partners as well as you
the shareholder for the continuous supports.

By Order of the Board

Chu, Nicholas Yuk-yui
Chairman
Hong Kong, 29 June 2017
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IMANAGEMENT DISCUSSION AND ANALYSIS
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On behalf of the Board of directors (the “Board”) of Kingston
Financial Group Limited (the “Company”), | am pleased to
announce the annual results of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 March 2017 (the
“Year”).

OVERVIEW

The Group is principally engaged in the provision of a wide range
of financial services including securities brokerage, underwriting
and placements, margin and initial public offering financing,
corporate finance advisory, futures brokerage and asset
management services. The Group also provides gaming and
hospitality services in Macau.

Total revenue recorded by the Group for the Year amounted to
approximately HK$2,878,897,000, representing a decrease
approximately of 8% as compared to approximately
HK$3,115,050,000 for the year ended 31 March 2016 (“the
Previous Year”).

Profit attributable to the Company’s shareholders for the Year
amounted to approximately HK$1,484,943,000, representing a
decrease of approximately 13% as compared to approximately
HK$1,700,374,000 for the Previous Year. Basic earnings per share
for the Year 2017 was approximately HK8.55 cents, representing a
decrease of approximately 13% as compared to approximately
HK9.79 cents for the Previous Year. The decreases were mainly
due to the decrease in income from securities brokerage,
underwriting and placements business.

[]5 Kingston Financial Group Limited
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BUSINESS AND FINANCIAL REVIEW

2016 was a year clouded by uncertainties surrounding U.S.
administration and its global spillovers. Economic growth among
advanced economies for 2016 stayed modest, where financial
conditions have generally tightened with unresolved structural
issues. Meanwhile, the emerging markets are gradually recovering
on the back of a pick-up in global demand. Against this
background, China stands out with relatively stable economic
performance. Despite worries over volatile Renminbi exchange
rate, the Belt and Road initiative has been progressing rapidly.
China reported GDP growth for the first quarter of 2017
accelerated at 6.9%, which was faster than the expected 6.5%
annual pace. It is convinced that closer linkages with the
Mainland’s financial markets, the internationalisation of the
Renminbi, the “going-out” of Mainland enterprises, as well as the
Belt and Road Initiative are vital to Hong Kong’s economic
development over the longer run.

The local stock market has been navigating a volatile economic
environment in 2016, until favourable developments such as
slower-than-expected US interest rate hike, and the approval of
Shenzhen-Hong Kong Stock Connect scheme came to revive
market sentiment. For the Year, the average daily turnover of the
Hong Kong securities market was HK$67.4 billion (2016: HK$102.9
billion), representing a 34% decrease. With the geographical
advantages of its close proximity to China and the integration of
the Hong Kong and China markets, listing activities in Hong Kong
continued their stellar performance. A number of 146 newly listed
companies were recorded during the Year, as compared to 130
reported newly listed companies for the Previous Year. The
growing local financial market has brought in synergistic values to
drive up the Company’s business activities.

For the Year, the Group recorded satisfactory results in the industry
amid the challenging financial atmosphere underpinned by its
strong capital base and strategic management, especially across
margin and IPO financing segments.

Gambling tourism in Macau began to benefit from the stable
growth in Macau’s tourist numbers along with new hotel
establishments. For the Year, total gross revenue of Macau’s
gaming industry increased 4.1% to MOP231 billion as compared
to MOP222 billion for the Previous Year.
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Securities Brokerage, Underwriting and Placements
Securities brokerage, underwriting and placement services is one
of the main sources of income for the Group. The Group
undertakes the origination, structuring and marketing of
placements of equity and equity-related securities. It offers across-
the-board solutions to clients’ financing needs. The Group plays
significant roles as placing agents and underwriters for a wide
range of listed companies in different sectors.

The local market fell amid lingering concerns about the economic
outlook in the Mainland and global uncertainties about US
administration policy. During the Year, the Group’s securities
trading segment was hindered with revenue of approximately
HK$293,920,000 (2016: HK$710,318,000, representing a
significant decrease of approximately 59% compared to the
Previous Year, which also accounted for approximately 13% (2016:
29%) of the Group’s financial service segment revenue.

Margin and IPO Financing

To complement the Group’s securities brokerage services, we also
provide margin and IPO financing services. Margin financing is
made available to clients who have opened margin accounts with
the Group to purchase securities with funds borrowed from it to
leverage their investments. IPO financing is the grant of loans to
clients for subscriptions of shares relating to an IPO.

During the Year, revenue generated from the margin and IPO
financing segment amounted to approximately HK$1,879,222,000
(2016: HK$1,697,925,000), representing a rise of approximately
11% as compared to the Previous Year, which also accounted for
approximately 85% (2016: 69%) of the Group’s financial service
segment revenue.

[]8 Kingston Financial Group Limited
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Other Financial Services — Corporate Finance
Advisory Services, Futures Brokerage and Asset
Management

Complementing the securities brokerage, underwriting and
placements, and margin and IPO financing, the Group also
provides a full range of financial services to its clients including
corporate finance advisory services, futures brokerage and asset
management.

The Group holds license under the Securities and Futures
Ordinance to engage in advising on corporate finance activities.
The scope of services provided includes advising on corporate
finance transactions, sponsoring IPOs and advising clients on deal
structure and financing strategies in the context of mergers and
acquisitions, equity fund raising exercises, takeovers and other
notifiable transactions.

The Group provides brokerage services for index futures trading
on the Futures Exchange, including After Hours Futures Trading,
clients can place orders online and through telephone.

The Group also provides portfolio management services. The asset
management business generates revenue by charging
management fees and incentive fees based on the amount of
assets under management, and returns of portfolios, respectively.

During the Year, this segment recorded revenue of approximately
HK$32,967,000 (2016: HK$35,205,000), representing a decrease
of approximately 6% as compared to the Previous Year, which also
accounted for approximately 2% (2016: 2%) of the Group’s
financial service segment revenue.

Goodwill Impairment Assessment

Goodwill has arisen upon the Group’s acquisition of financial
services business completed in April 2011. An independent
professional valuer was engaged to perform impairment
assessment on the goodwill. It was found that the recoverable
amount of all 3 cash generating units, namely the Placing and
Underwriting segment, the Margin and IPO Financing segment and
the Corporate Finance segment, exceed their respective carrying
amount. Under this circumstance, no impairment on the goodwill is
considered necessary.
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Hotel Business
In addition to operating finance business, the Group is also
engaged in hotel business in Macau, which comprises of hotel
room rental, food and beverage operation catering to international
and local markets.

The general performance of hotel business remained constant,
revenue for the Year amounted to approximately HK$180,693,000
(2016: HK$190,780,000), representing a slightly decrease of
approximately 5% compared to the Previous Year. Hotel business
contributed approximately 27% (2016: 28%) of the total hotel and
gaming business turnover.

Credit to our innovative marketing, promotional programs and
excellent hospitality, the average occupancy rates of the two
hotels, namely Casa Real and Grandview, were approximately
85% (2016: 82%) and 76% (2016: 70%) during the Year.

Gaming Business

The Group’s casino operation is run by the licence holder
Sociedade de Jogos de Macau, S.A. During the Year, the two
casinos consistently provided solid contributions to the Group
which was in line with the healthy growth of the gaming industry in
Macau.

Gaming revenue, amounted to approximately HK$492,095,000 for
the Year, representing an increase of approximately 2% as
compared to approximately HK$480,822,000 of the Previous Year.
Gaming revenue accounted for approximately 73% (2016: 72%) of
total hotel and gaming business turnover.

As at 31 March 2017, the Group has 64 tables (2016: 61) in the
mass market halls, 12 tables (2016: 14) in the VIP rooms and 280
slot machines (2016: 238) and 140 live baccarat machines (2016:
134) in the electronic gaming halls. Live baccarat machines
brought additional crowd to the casino, achieving synergy with the
slot machine business as well.

Other Income

Other income mainly represents handling charges received from
securities clients, bad debts recovered and other miscellaneous
income. The income decreased by approximately 35% from
approximately HK$45,490,000 for the Previous Year to
approximately HK$29,743,000 for this Year. The decrease was due
to the decrease in securities handling charges and bad debts
recovery during the Year.

1 [] Kingston Financial Group Limited
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Fair value gain on held for trading investments

During the Year, the Hong Kong equity market experienced
fluctuations. The market value of the held for trading investments
held by the Group during the year recorded a fair value gain of
approximately HK$19,665,000 (2016: HK$12,056,000). As at 31
March 2017, the Group was holding trading investments of
approximately HK$134,955,000 (2016: HK$114,921,000) in market
value.

Inventory consumed

Inventory consumed represents the cost of guest supplies and
food and beverage consumed upon provision of accommodation
and catering services to the customers. During the Year, it
amounted to approximately HK$21,871,000 (2016:
HK$23,296,000).

Staff costs

Staff costs amounted to approximately HK$274,407,000 (2016:
HK$253,264,000), representing an increase of approximately 8%.
Such an increase was mainly due to increase in compensation and
benefits to employee to match market rates. Packages
commensurate with employees’ qualifications and experience were
provided to retain good employees in the Group as well as to hire
potential talents.

Gaming commission

Gaming commission represents amount paid as an incentive to
attract customers. The commission paid by the Group was in line
with market level. The amount dropped by approximately 20% from
approximately HK$114,479,000 in the Previous Year to
approximately HK$91,470,000 in the Year. The decrease was due
to the decrease in chips turnover in the Group's two casinos as
there was stiff competition in the gaming industry in Macau during
the Year.

Broker Commission

Broker commission decreased significantly by approximately 64%
from approximately HK$130,801,000 in the Previous Year to
approximately HK$46,955,000 in the Year. The decrease was in
line with the decrease in income from securities brokerage,
underwriting and placements segment.
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Interest expenses for securities brokerage,
underwriting and placements, margin and IPO
financing operations

The related interest expenses increased from approximately
HK$203,395,000 in the Previous Year to approximately
HK$247,090,000 in the Year, representing an increase of
approximately 21% as overall cost of funding of the Group
increased during the Year.

Impairment loss on advances to customers in margin
financing

Due to the volatility in the local stock market during the Year,
impairment loss of approximately HK$58,754,000 (2016:
HK$7,995,000) were made on some particular clients with margin
loans shortfall on a prudent basis after reviewing their margin
accounts portfolio and financial positions.

Administrative expenses

Administrative expenses mainly represent rent and rates, legal and
professional fees, advertising and Macau property tax. During the
year, it amounted to approximately HK$110,856,000 (2016:
HK$102,326,000), representing an increase of approximately 8%.
The increase was mainly due to the rent paid for the 15 subsurface
mineral leases as recorded under intangible assets of the Group.

Other operating expenses

Other operating expenses mainly represented operating expenses
for gaming facilities and promotion expenses and other hotel
rooms operating expenses. During the Year, it amounted to
approximately HK$153,619,000 (2016: HK$141,077,000)
representing approximately a 9% increase. To cope with strong
competition in gaming business in Macau, more promotion
expenses on the VIP room were incurred during the Year.

Finance cost

During the Year, finance cost of approximately HK$20,200,000
(2016: HK$20,200,000) represented the effective interest expenses
on the amount due to a shareholder.

Amortisation

The amount of approximately HK$14,132,000 (2016:
HK$14,132,000) for the Year represented the amortisation
expenses of the intangible assets which has been amortised on a
straight-line basis over its estimated useful life of 24 years.
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FUTURE PROSPECTS

Financial service segments

Following an eventful year in both the macroeconomic and political
situations worldwide, the global market showed some encouraging
signs of recovery. Coupled with the Belt and Road Initiative, stock
connect programmes and the internationalisation of Renminbi,
foreign investment activities of “going out” mainland enterprises
are enhanced. Hong Kong, as a gateway for Chinese outbound
investment, these initiatives allow the local market to thrive and
provide great momentum for further growth. The local government
is seen to be on track to meet its growth projection of 2-3% in
2017, while the Mainland economy is expected to stage some
stable pick up.

The financial markets have been strengthened by governments
and regulatory authorities through various schemes such as
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong
Stock Connect and improved regulatory systems throughout the
year. The board is looking forward to the bond connect scheme to
be established through collaboration between the Hong Kong
Monetary Authority and the People’s Bank of China. It is expected
to create a new channel for Hong Kong and international investors
to invest in Mainland China’s bond market. Nonetheless, the launch
of bond connect would likely accelerate business growth for local
dealers and onshore exposures for international enterprises.

Stepping into 2017, Hong Kong has been officially admitted as a
new member of the Asian Infrastructure Investment Bank. The
market is confident that the participation of Hong Kong in the Asian
Infrastructure Investment Bank is going to create opportunities for
relevant sectors and reinforce Hong Kong’s position as a premier
international financial centre.

In the coming financial years, the Group would strive to gain further
exposure and expand business network in the capital markets of
Hong Kong and the PRC. Meanwhile, the Group would gather
resources and seize the opportunities to scale new height from the
Belt and Road Initiative, and the development of Guangdong-Hong
Kong-Macau Big Bay Area, which will also allow the Group to
further expand its geographical network.
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Hotel and gaming segments

Despite the worries of slowdown in tourist spending, the steady
demand from international and local markets as well as the
increase in number of tourists in Macau have stabilized our
segment performance.

Furthermore, the Group will continue to invest in marketing and
promotion activities for continuous customer experience
enhancement in order to achieve sustainable growth and
development in the long term.

LIQUIDITY, FINANCIAL RESOURCES AND
FUNDING

As at 31 March 2017 the shareholders’ fund and net current assets
of the Group amounted to approximately HK$19,581,267,000
(2016: HK$18,615,992,000) and approximately HK$6,928,355,000
(2016: HK$5,766,314,000) respectively. On the same date, the
Group had cash and bank balance of approximately
HK$304,762,000 (2016: HK$169,339,000) and the current ratio
was 1.4 (2016: 1.4).

As at 31 March 2017, the Group had bank borrowings of
approximately HK$3,235,834,000 (2016: HK$3,936,000,000),
amounts due to shareholders of approximately HK$2,311,911,000
(2016: HK$2,321,911,000), loan from a related company of
approximately HK$7,948,861,000 (2016: HK$7,179,238,000) and
subordinated loans of approximately HK$700,000,000 (2016:
HK$700,000,000). On the same date, the net gearing ratio,
measured on the basis of total borrowings less bank and cash
balances over net assets, was approximately 71% (2016: 75%).
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The following table details the Cash and bank balances — general
account and bank loan of the Group at the end of the reporting
period denominated in original currencies:

HKD CNY uUsD
BT AR¥ E
(000)  (000)  (000)
(Frx) (Fr) (Fr)

Cash and bank balances BERRITES
— general account ——REF 293,662 2,750 10
Bank loan BIER 3,235,834 - -

TREJINBEHRAREEEHEZAEER
& RIRITHESR — —RRPARRITENFHE

1THE

2017
“—E-tF
SGD

JPY
H KT
)

(1000)
(Fx) (Fr)

GBP
HE
)
(F#)

AUD
) b
(000)
(Fr)

7,003

HKD CNY usb
BT ARE e T
(000)  (000)  (000) (000)
(F) (F) (F)
Cash and bank balances Be KRBTSR
— general account ——REP 162,317 1,991 5 - 59 8 9 4,950
Bank loan BIER 3,936,000 - - - - - - -
COMMITMENTS AND CONTINGENT AERBAREE

LIABILITIES

Details of commitments and contingent liabilities of the Group as at
31 March 2017 are set out in note 44 to the financial statements of
this annual report.

CAPITAL STRUCTURE
During the Year, no material fluctuation was noted on the
Company’s capital structure.

CAPITAL COMMITMENTS
At 31 March 2017, the Group had capital commitments of

approximately HK$1,335,000 (2016: HK$2,450,000) in respect of
acquisition of plant and equipment.

AEER -_T—tF=A=+—HZEAERHIA
BEFIBERNAFRY BRI 44 -

LN
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FINAL DIVIDEND

The Board has recommended the payment of a final dividend of
HK2.5 cents (2016: HK2 cents) per Share for the year ended 31
March 2017 (“Final Dividend”), amounting to approximately
HK$434,113,000 (2016: HK$347,290,000). The proposed Final
Dividend is subject to approval by the Shareholders at the AGM
and a resolution will be proposed to the Shareholders for voting at
the AGM. If the resolution for the proposed Final Dividend is
passed at the AGM, the proposed Final Dividend is expected to be
paid on 7 September 2017 to the Shareholders whose names
appear on the register of members of the Company on 28 August
2017.

CLOSURE OF REGISTER OF MEMBERS

For ascertaining shareholders’ right to attend and
vote at AGM

Latest time to lodge transfers 4:30 p.m. on
14 August 2017 (Monday)
11:00 a.m. on
16 August 2017 (Wednesday)
15 August 2017 (Tuesday) to
18 August 2017 (Friday)

Latest time to lodge proxy form

Book close date

Record date 18 August 2017 (Friday)

AGM 18 August 2017 (Friday)

For ascertaining shareholders’ entitlement to the
proposed Final Dividend
Latest time to lodge transfers 4:30 p.m. on
24 August 2017 (Thursday)
25 August 2017 (Friday) to

28 August 2017 (Monday)

Book close date

Record date 28 August 2017 (Monday)

Final Dividend expected 7 September 2017 (Thursday)
payment date

In order to qualify for the right to attend and vote at the AGM and
for the proposed Final Dividend, all transfers accompanied by the
relevant share certificates must be lodged with the Company’s
Hong Kong branch share registrar and transfer office, Tricor
Abacus Limited, at Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong before the above latest time to lodge transfers.

1 5 Kingston Financial Group Limited
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate revenue from sales of goods or rendering of
services during the year ended 31 March 2017 attributable to the
Group’s five largest customers were less than 30% of the Group’s
total revenue from sales of goods or rendering of services. The
aggregate purchases during the year ended 31 March 2017
attributable to the Group’s five largest suppliers were less than
30% of the Group’s total purchases.

EMPLOYEES

As at 31 March 2017, the Group employed a total of approximately
884 (2016: 873) staff. The total staff cost for the Year was
approximately HK$274,407,000 (2016: HK$253,264,000). The
employees’ remuneration, promotion and salary adjustment are
assessed based on their work performance, working and
professional experiences and the prevailing market condition.

PLEDGE OF ASSETS

As at 31 March 2017, the Group had pledged clients’ securities at
a value of approximately HK$6,414,393,000, a bond at a value of
HK$46,512,000 and certificates of deposit at a value of
HK$48,470,000 (2016: marketable securities of
HK$14,222,660,000) to secure certain banking facilities provided
to the Group.

In addition, the Group’s term loans are secured by:

— the pledge of leasehold land and buildings held for own use
with carrying amounts of approximately HK$2,140,000,000
(2016: HK$2,350,000,000);

—  shares of a subsidiary;

—  corporate guarantee from a subsidiary;

— acharge over operating bank accounts of two subsidiaries;

— assignment of income and receivables arising from
commercial operations of two subsidiaries.
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MATERIAL ACQUISITIONS AND DISPOSALS

There was no material acquisition nor disposal conducted by the
Group during the Year.

PRINCIPAL RISKS AND UNCERTAINTIES

The principal risk and uncertainty facing the Group is the market
economy of China, Hong Kong and the surrounding regions as
significant changes in their economic conditions will have
significant impact on China and Hong Kong’s stock market, as well
as Macau’s tourism.

Other risks include credit risks, market risks, liquidity risks and
interest rate risks. The Group has been adopting prudent risk
management policy to mitigate exposure to various risks.

RISK MANAGEMENT

Credit risk

The Group’s Risk Management Committee has put in place credit
management policies and procedures which cover the examination
of the approval of clients’ trading and credit limits, approval and
review of the margin lending ratio of individual stock, monitoring of
credit exposures and the follow up of credit risks associated with
overdue debts. Day-to-day credit monitoring is performed by the
Group’s Credit and Risk Control Department in accordance with
the policies and procedures approved by the Risk Management
Committee with toleration and exception reports reviewed by
Responsible Officers and senior management of the Group as well
as by the Risk Management Committee at regular meetings.

Market risk

If the market value of a margin client’s portfolio falls below his
margin loan amount and the margin client fails to meet margin
calls, the Group will be exposed to the risk that the margin loan
being delinquent. Similarly, if the value of the underlying products
of a client’s futures contract fluctuates such that the outstanding
balances in his account falls below the required maintenance
margin level, the Group may suffer loss if the client’'s account
incurs loss even after liquidation of the open position. The
management of the Group keeps close monitoring of the market
condition so that immediate precautionary measures will be taken
to reduce such risk that the Group may encounter. Follow up
actions such as reducing the margin ratio for the pledged
securities and requiring clients to top up their position would be
taken if considered appropriate.
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Liquidity risk

As part of its ordinary brokerage activities, the Group is exposed to
liquidity risk arising from timing difference between settlement with
clearing houses or brokers and clients. The goal of liquidity
management is to enable the Group to adequately fund such
business commitments as well as to comply with relevant financial
resources rules applying to various licensed subsidiaries. To
address the risk, the Group’s Accounts Department and the senior
management will review and monitor the Group’s liquidity position
on daily basis to ensure the availability of sufficient liquid funds. In
addition, the Group has also put in place stand-by banking and
other facilities in order to meet any contingency in its operations.
The management believes the Group’s working capital is adequate
to meet its financial obligations.

Interest rate risk

The Group charged interest on its margin clients on the basis of its
cost of fund plus mark-up. Financial assets such as margin loans
and deposit with banks are primarily at floating rates. Financial
liabilities such as bank loans are primarily at floating rates. The
Group income and operating cash flows are not subject to
significant interest rate risk.

FOREIGN CURRENCY EXPOSURE

As the Group’s hotel revenues are mostly denominated in Macau
Patacas (“MOP”), and given the exchange rate of MOP has been
fairly stable, its exposure to exchange rate risk is considered to be
limited.

The Group’s financial services businesses and gaming revenue
are mainly denominated in Hong Kong Dollars and hence no
significant exchange rate risk is identified.

TREASURY POLICY

The Group may invest its surplus funds or funds not designated for
specific purpose or funds designated for specific purpose but
application of which is not immediately required (collectively “the
Group’s Funds”) in the form of short term (i.e. less than one year)
and liquid stocks through investing the Group’s Funds in diversified
portfolio of investments products including listed or unlisted
securities, unit trust funds, or such other investments as the Board
of the Company, or such committees or person as the Board may
authorize, may decide from time to time so as to preserve the value
of the Group’s Funds and/or achieve capital appreciation.
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REVIEW BY AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
meets the external auditors at least twice a year to discuss any
areas of concerns during the audits. The Audit Committee reviews
the interim and annual reports before submission to the Board. The
Audit Committee focuses not only on the impact of the changes in
accounting policies and practices but also on the compliance with
accounting standards, the Rules Governing the Listing of Securities
(the “Listing Rules”) and the legal requirements in the review of the
Company interim and annual reports. The Group’s annual results
for the year ended 31 March 2017 have been reviewed by the
Audit Committee.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 March 2017, there were no purchases,
sales or redemption of the Company'’s listed securities by the
Company or any of its subsidiaries.

CORPORATE GOVERNANCE

The Group had complied with all code provisions set out in the
Corporate Governance Code (the “Code”) contained in Appendix
14 of the Listing Rules on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) during the year ended 31 March
2017.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors by Listed Issuers (the “Model Code”) set
out in Appendix 10 of the Listing Rules. Upon enquiry by the
Company, all directors of the Company have confirmed that they
have complied with the required standards set out in the Model
Code during the year ended 31 March 2017.

By order of the Board

Chu Yuet Wah
Chief Executive Office

Hong Kong, 29 June 2017
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CORPORATE GOVERNANCE REPORT
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The Board is pleased to present this Corporate Governance Report
in the Group’s annual report for the year ended 31 March 2017.

Good corporate governance has always been recognised as vital
to the Group’s success and to sustain development of the Group.
We commit ourselves to a high standard of corporate governance
as an essential component of quality and have introduced
corporate governance practices appropriate to the conduct and
growth of the business of the Group.

The Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 of the Listing Rules sets out the
principles of good corporate governance (the “Principles”) and two
levels of corporate governance practices:

(a) code provisions (the “Code Provisions”) which listed issuers
are expected to comply with or to give considered reasons
for any deviation; and

(b) recommended best practices (the “Recommended Best
Practices”) for guidance only, which listed issuers are
encouraged to comply with or give considered reasons for
deviation.

The Company has applied the Principles and the Code Provisions
as set out in the CG Code and complied with all the Code
Provisions. It also put in place certain Recommended Best
Practices as set out in the CG Code.

The Company periodically reviews its corporate governance
practices to ensure that these continue to meet the requirements of
the CG Code, and acknowledges the important role of its Board in
providing effective leadership and direction to the Company’s
business, and ensuring transparency and accountability of the
Company’s operations.
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The key corporate governance principles and practices of the
Company are summarised as follows:

THE BOARD

Responsibilities

The Board provides leadership, approves policies, strategies and
plans, and oversees their implementation to further the healthy
growth of the Company, in the interests of its shareholders.

The Board takes responsibility for all major matters of the
Company, including: the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, financial information, appointment of
Directors and other significant financial and operational matters.

All Directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with
a view to ensuring that Board procedures and all applicable rules
and regulations are followed.

Each Director is normally able to seek independent professional
advice in appropriate circumstances at the Company’s expense,
upon making request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the Chief Executive Officer and the
senior management. The delegated functions and work tasks are
periodically reviewed by the Board. Approval has to be obtained
from the Board prior to any significant transactions entered into by
the abovementioned officers.

The Board has the full support of the senior management to
discharge its responsibilities.

Composition

The composition of the Board reflects the necessary balance of
skills and experience desirable for effective leadership of the
Company and independence in decision making. The Board
currently comprises 7 members, consisting of 4 Executive
Directors and 3 Independent Non-executive Directors.
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The Board comprises the following Directors:

Executive Directors:

Mr. Chu, Nicholas Yuk-yui (Chairman)

Mrs. Chu Yuet Wah (Chief Executive Officer)*
Mr. Chu, Kingston Chun Ho*

Mr. Ho Chi Ho

Independent Non-executive Directors:

Dr. Wong Yun Kuen (Chairman of Nomination Committee and
Member of Audit Committee and Remuneration Committee)
Mr. Lau Man Tak (Chairman of Audit Committee and Member of

Remuneration Committee and Nomination Committee)
Ms. Lo, Miu Sheung Betty (appointed on 1 September 2016)
(Chairman of Remuneration Committee and Member of

Audit Committee and Nomination Committee)
Mr. Yu Peter Pak Yan (resigned on 1 September 2016)

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing
Rules from time to time.

During the year ended 31 March 2017, the Board at all times met
the requirements of the Listing Rules relating to the appointment of
at least three Independent Non-executive Directors with at least
one Independent Non-executive Director possessing appropriate
professional qualifications, or accounting or related financial
management expertise. The number of Independent Non-executive
Directors also represented at least one third of the members of the
Board.

The Company has received written annual confirmation from each
Independent Non-executive Director of independence pursuant to
the requirements of the Listing Rules. The Company considers all
independent Non-executive Directors to be independent in
accordance with the independence guidelines set out in the Listing
Rules.

* Mrs. Chu Yuet Wah is the spouse of Mr. Chu, Nicholas Yuk-yui.

# Mr. Chu, Kingston Chun Ho is the son of Mr. Chu, Nicholas Yuk-yui

and Mrs. Chu Yuet Wah.
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Mr. Lau Man Tak is a non-executive director, chairman and
substantial shareholder of REF Holdings Limited (“REF”), a
company listed on the Main Board of the Stock Exchange. The
Group entered into certain connected transactions (“Connected
Transactions”) with REF and its subsidiary during the year under
review. Details are set out in note 46 to the financial statements. Mr
Lau does not have any management role in the Company and its
subsidiaries since his appointment. He has expressed his
willingness clearly to exercise independent judgement and has
been giving objective views to the Company. There is no evidence
that the Connected Transactions, given its immateriality, has an
unfavourable influence on his independence, the Board is satisfied
that, as proven by the valuable independent judgement and advice
given by Mr. Lau over the years, Mr. Lau has the required
character, integrity, independence and experience to perform the
role of an Independent Non-executive Director. The Board is not
aware of any circumstances that might influence Mr. Lau in
exercising his independent judgement and therefore believes he is
still independent.

In accordance with bye-law 87(1) of the Bye-laws, Mr. Chu,
Nicholas Yuk-yui and Mr. Ho Chi Ho shall retire at the AGM and
being eligible, will offer themselves for re-election.

In accordance with the bye-law 86(2), Ms. Lo, Miu Sheung Betty
will retire by rotation at the forthcoming annual general meeting,
and being eligible, will offer herself for re-election.

The Independent Non-executive Directors bring a wide range of
business and financial expertise, experiences and independent
judgement to the Board. Through active participation in Board
meetings, taking the lead in managing issues involving potential
conflict of interests and serving on Board Committees, all
Independent Non-executive Directors make various contributions
to the effective direction of the Company.

Appointment and Succession Planning of Directors
The Company has established formal, considered and transparent
procedures for the appointment and succession planning of
Directors.

The term of office for each of Executive Directors and Independent
Non-executive Directors is the period up to his retirement by
rotation and re-election at annual general meeting of the Company
in accordance with the Company’s bye-laws.
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All Non-executive Directors have executed a letter of appointment
with the Company for a term of one year which commenced on 1
April 2017, and subject to compliance with relevant requirements
of the Listing Rules, and will continue thereafter until terminated by
either party by giving not less than three months’ written notice.

In accordance with the Company’s bye-laws, any Director so
appointed by the Board shall hold office only until the following
annual general meeting (*AGM”) and shall then be eligible for
re-election at that meeting.

At each AGM, one-third of the Directors for the time being shall
retire from office by rotation.

In August 2013, on the recommendation of the Nomination
Committee, the Board has approved and adopted the revised
terms of reference of the Nomination Committee in light of the
amendments of the CG Code, and the same are published on the
websites of the Stock Exchange and the Company. The Board also
approved the adoption of the Board Diversity Policy. The Company
seeks to achieve Board diversity through the consideration of a
number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. All Board
appointments will be based on meritocracy, and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity on the Board.

Training for Directors

In case there is any newly appointed Director, he/she will be
provided an induction so as to ensure that he/she has appropriate
understanding of the business and operations of the Company and
that he/she is fully aware of his/her responsibilities and obligations
under the Listing Rules and the relevant regulatory requirements.

All Directors have provided records of the training they received to
the Company. The trainings included attending experts briefings,
seminars, and conferences, reading materials relevant to the
business, corporate governance and directors’ duties.
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There are also arrangements in place for providing continuing
briefing and professional development to Directors whenever
necessary. In April 2017, the Company has organised a training
session to all Directors conducted by qualified professionals on
“Regulatory Update on Pre-IPO investments” and “Issues related
to controlling shareholder”. All directors attended that session.

Board Meetings

Number of Meetings and Directors’ Attendance

Regular Board meetings are held at least four times a year at
approximately quarterly intervals for reviewing and approving the
financial and operating performance, and considering and
approving the overall strategies and policies of the Company. The
Board is also responsible for determining the policy for corporate
governance and performed the duties under the terms of reference
in code provision D.3.1 of Appendix 14 of the Listing Rules during
the year.

During the year ended 31 March 2017, 5 full Board meetings and 2
general meetings were held. The individual attendance record of
each Director at the Board meeting and general meeting during
the year ended 31 March 2017 is set out below:
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Attendance Attendance
at Board at general
Name of Directors meetings meeting
HE HE
BESgE ESRERRE BREASARH
Mr. Chu, Nicholas Yuk-yui KARWBIE 5/5 1/2
Mrs. Chu Yuet Wah FRELT 4/5 1/2
Mr. Chu, Kingston Chun Ho KEERE 5/5 1/2
Mr. Ho Chi Ho AEREE 5/5 2/2
Dr. Wong Yun Kuen = EEELT 5/5 2/2
Mr. Lau Man Tak B> E s 5/5 1/2
Ms. Lo, Miu Sheung Betty (appointed on Z#iEL+ (R _ZE—~FEHLA—H
1 September 2016) BZE) 3/3 1/1
Mr. Yu Peter Pak Yan (resigned on FECEAERZZ—XRNFNA—BET)
1 September 2016) 2/2 11

Annual meeting schedules and draft agenda of each meeting are
normally made available to Directors in advance. Notices of regular
Board meetings are served to all Directors at least 14 days before
the meetings.
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For other Board and committee meetings, reasonable notice is
generally given. Board papers together with all appropriate,
complete and reliable information are sent to all Directors at least 3
days before each Board meeting or committee meeting to keep
the Directors apprised of the latest developments and financial
position of the Company and to enable them to make informed
decisions. The Board and each Director also have separate and
independent access to the senior management whenever
necessary.

All Directors have been provided with monthly updates by the
Group’s management, giving a balanced and understandable
assessment of the Group’s performance, position, recent
developments and prospects in sufficient detail to keep them
abreast of the Group’s affairs and facilitate them to discharge their
duties under the relevant requirements of the Listing Rules.

The Company Secretary of the Company is responsible for keeping
minutes of all Board meetings and committee meetings. Draft
minutes are normally circulated to Directors for comment within a
reasonable time after each meeting and the final version is open
for Directors’ inspection.

According to current Board practice, any material transaction,
which involves a conflict of interests for a substantial shareholder
or a Director, will be considered and dealt with by the Board at a
duly convened Board meeting. The Company’s Bye-laws also
contains provisions requiring Directors to abstain from voting and
not to be counted in the quorum at meetings for approving
transactions in which such Directors or any of their associates
have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Company fully supports the division of responsibility between
the Chairman of the Board and the Chief Executive Officer to
ensure a balance of power and authority. The positions of the
Chairman and Chief Executive Officer are held by Mr. Chu,
Nicholas Yuk-yui and Mrs. Chu Yuet Wah respectively.

Their respective responsibilities are clearly defined and set out in
writing. The Chairman provides leadership and is responsible for
the effective functioning of the Board in accordance with good
corporate governance practice. With the support of the senior
management, the Chairman is also responsible for ensuring that
the Directors receive adequate, complete and reliable information
in a timely manner and appropriate briefing on issues arising at
Board meetings.
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The Chief Executive Officer focuses on implementing objectives,
policies and strategies approved and delegated by the Board. She
is in charge of the Company’s day-to-day management and
operations. She is also responsible for developing strategic plans
and formulating the company practices and procedures, business
objectives, and risk assessment for the Board’s approval.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, Remuneration Committee and Nomination Committee,
for overseeing particular aspects of the Company’s affairs. All
Board committees of the Company are established with defined
written terms of reference which are available on the websites of
the Company and the Stock Exchange.

All the members of the three Board committees are Independent
Non-executive Directors. The Board committees are provided with
sufficient resources to discharge their duties and, upon reasonable
request, are able to seek independent professional advice in
appropriate circumstances, at the Company’s expenses.

Audit Committee

The Audit Committee comprises three Independent Non-executive
Directors (including one Independent Non-executive Director who
possesses the appropriate professional qualifications or
accounting or related financial management expertise). None of
the members of the Audit Committee is a former partner of the
Company’s existing external auditors.

The main duties of the Audit Committee include the following:

(a) To review the financial statements and reports and consider
any significant or unusual items raised by the qualified
accountant, compliance officer or external auditors before
submission to the Board.

(b) To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement, and make recommendation to the
Board on the appointment, re-appointment and removal of
external auditors.

(c) To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.
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Due to the amendments to the CG Code, the terms of reference of
the Audit Committee has been amended to include the duty to
review the risk management system of the Company with effect
from 31 March 2016.

The Audit Committee is also responsible for performing the
corporate governance duties which include: (i) to develop and
review the Company’s policies and practices on corporate
governance; (ii) to review and monitor the training and continuous
professional development of Directors and senior management; (iii)
to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements; (iv) to develop,
review and monitor the code of conduct and compliance (if any)
applicable to the Directors and employees; and (v) to review the
Company’s compliance with the CG Code and disclosure in the
Corporate Governance Report.

The Audit Committee held 4 meetings during the year ended 31
March 2017. During the year under review, work performed by the
Audit Committee included (i) reviewing the audited annual results
and the unaudited interim results of the Group; (ii) reviewing the
compliance and internal audit reports on adequacy and
effectiveness of risk management and internal control systems,
and the compliance and corporate governance issues of the
Group; and (iii) discussing with external auditor the audit planning
work (including the nature and scope of the audit and reporting
obligations) in respect of the audit of the annual results of the
Group.

There are no material uncertainties relating to events or conditions
that may cast significant doubt on the Company’s ability to
continue as a going concern.

The Audit Committee has not taken a different view from the Board
regarding the selection, appointment, resignation or dismissal of
external auditors.

The Company’s final results for the year ended 31 March 2017
have been reviewed by the Audit Committee.

HECEERTRIZER  BREZES 2 HESR
EEETTAREERARFIRREEHNE 2 BE -
g—? /\ﬂE:H:_'— Eitl’_/_:E)&

ERZEENBERTEEE AR - B ()H
E M AgEt AR TZm”E/uﬁﬁlfﬁ&%%ﬁ (i) f &t
Eﬁ%—‘%ﬁ%& MEBABZBINGEEESE
; (m)Ma?‘&%ﬁ%zﬁ”&ﬂ%%mﬁé&méﬁﬁ

FEZE&%&%%@ F(iv) BIE  ARET REEREAR
EENEEZHRTRARTIIAE)  R()RE

ARBBTEESRTR ZBERLRREEE AR
ETRZWE -

—tF=ZA=1+—HL#F

I’Xﬁ-ﬁ% \EOEEERN  B%EES
ETZIEERRN)EHNASBE 2 KBREFERA

KRG EZH A - (i) s B IR R A R e R
%IJFZ}EE’I‘EE&EE&‘&%&EJZKEIZE\%E&WE‘B%
TEHE WS ARREEEREE ¢ K (i) &
Hﬂ?%ﬁ(ﬁﬁﬂ‘aﬁaﬁ%ﬁ%ﬁK%l;i%%Z%ﬁ%ﬂr
T (BRERAREETZHEENBE) -

$Qﬁ§ﬁ$ﬁ&ﬁ%§ﬂﬁ%¥?ﬁ%%#&Eﬁ&ﬁ%i

EXREABATEE L 2 EHHIER

BERZEEREE
Eﬂﬁﬁ%%)ﬁz,‘iﬂ*ﬁ

T BORBURINE R

ARBBE_T—LF=A=+—HIEFEZXR
HRELEREZESEN -

THES

Seieew 19



CORPORATE GOVERNANCE REPORT

N
1= BoR¥RES

The individual attendance record of each Director at the Audit
Committee meeting during the year ended 31 March 2017 is set
out below:

Name of Audit Committee Members

ERZESHENRSA
Mr. Lau Man Tak B EkAE
Dr. Wong Yun Kuen =REEELT

Ms. Lo, Miu Sheung Betty (appointed on
1 September 2016)

Mr. Yu Peter Pak Yan (resigned on
1 September 2016)

Remuneration Committee

The primary objectives of the Remuneration Committee include
making recommendations on and approving the remuneration
policy and structure and remuneration packages of the Directors
and the senior management. The Remuneration Committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director
or any of his/her associates will participate in deciding his/her own
remuneration, which remuneration will be determined by reference
to the performance of the individual and the Company as well as
market practice and conditions. The Remuneration Committee has
assessed the performance of executive directors and reviewed the
terms of service contract of Directors.

The Remuneration Committee normally meets for reviewing the
remuneration policy and structure and determination of the annual
remuneration packages of the executive Directors and the senior
management and other related matters. The human resources
department is responsible for collection and administration of the
human resources data and making recommendations to the
Remuneration Committee for consideration. The Remuneration
Committee shall consult the Chairman and/or the Chief Executive
Officer of the Company about these recommendations on
remuneration policy and structure and remuneration packages.
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During the year under review, work performed by the
Remuneration Committee included (i) assessing performance of
Executive Director and senior management and, where applicable,
approving their terms of services including the Directors’ fees and
the emoluments of Executive Directors; and (ii) reviewing and
determining on policy and structure of the remuneration package
of Directors and senior management.

The remuneration packages of the Board for the year ended 31
March 2017 had been reviewed by the Remuneration Committee
and approved by the Board by taking into consideration factors
such as salaries paid by comparable companies, time
commitment, responsibility, market conditions elsewhere in the
Group and desirability of performance-based remuneration. Details
of the remuneration of each of the Directors for the year under
review are set out in note 16 to the financial statements.

The Remuneration Committee met twice during the year ended 31
March 2017 and reviewed the existing remuneration policy and
structure of the Company and remuneration packages of the
Directors and the senior management. The attendance record is
as follows:

Name of Remuneration Committee Members

FHEESEREHSR

Ms. Lo, Miu Sheung Betty (appointed on
1 September 2016)

Dr. Wong Yun Kuen =EEELT
Mr. Lau Man Tak B EkE

Mr. Yu Peter Pak Yan (resigned on
1 September 2016)

REEFEER  FMEZESET 2 THEREG)
BRATEERSRERABZRR - L (WER)
HERSE 2 RBEGER(BREFVERRTESFZ
M) ke RETEERGREEARZ
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BE_ZT—+tF-A=1THLFEZEZRH
MrBtmmEZE et YREERN
o BREERZEAE  MALBRARXMNZ
e BEERAZEBELBE AKEEMTE
ZISIENIA R ERRIRANE 2 ZEH R D AT ER - &
EENEEFE 2 HMFBER M B REME6 -

FEEerBE T —tF=—A=1T—HI*F
BB EEEMIR - WinaS AR AR A B MEBR &R
BUAREENSREEABZHEHES - HFES
FERCERBLSIANS

Attendance at
Remuneration
Committee
meetings

HE
FMEESE
BRBRE

BYBELE (R _T—RNFAA-—BEZE)

2/2
2/2
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The remuneration of the members of senior management by band
for the year ended 31 March 2017 is set out as below:

Remuneration bands (HKS$)
Frif4a Bl (B T)

Nil to 1,000,000
1,000,001 to 2,000,000
3,000,001 to 4,000,000
11,000,001 to 12,000,000

Z % 1,000,000

Nomination Committee

The Nomination Committee is responsible for formulating
nomination policy for the consideration of the Board and to
implement the Board’s approved nomination policy. During the
nomination process, the nomination committee will consider the
competency, independency (in case of independent non-executive
director), conflict of interests, capacity, management experience of
a candidate which makes him/herself suitable for the role as a
director and make recommendation to the Board for consideration.

The Nomination Committee is also responsible for monitoring the
appointment and succession planning of Directors and assessing
the independence of Independent Non-executive Directors.

The Nomination Committee reviewed the Board’s structure, size
and composition regularly to ensure that it has a balance of
expertise, skills and experience appropriate to the requirements of
the business of the Company. Where vacancies on the Board exist,
the Nomination Committee will carry out the selection process by
making reference to the skills, experience, professional knowledge,
personal integrity and time commitments of the proposed
candidates, the Company’s needs and other relevant statutory
requirements and regulations. An external recruitment agency may
be engaged to carry out the recruitment and selection process
when necessary.

Kingston Financial Group Limited
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During the year under review, work performed by the Nomination
Committee included (i) determining the policy for the nomination of
Directors with reference to the structure, size and composition
(including the skills, knowledge and experience) of the Board; (ii)
reviewing the annual confirmation of independence submitted by
the Independent Non-executive Directors and assessing their
independence; and (iii) adopting of a policy concerning diversity of
board members in accordance with the new Code Provision A.5.6 in
the revised CG Code which came into effect on 1 September 20183.
Nomination procedures and the process and criteria will be
determined by the Nomination Committee should there be the need
to select and recommend candidates for directorship.

Details of the duties and powers of the Nomination Committee are
set out in its written terms of reference which has been revised
during the year under review in line with the amendment of the CG
Code on board diversity and are available on the websites of the
Company and the Stock Exchange.

The Nomination Committee met twice during the year ended 31
March 2017. The attendance record is as follows:

Name of Nomination Committee Members

REZEEREMSR

Dr. Wong Yun Kuen =EEE LT

Ms. Lo, Miu Sheung Betty (appointed on
1 September 2016)

Mr. Lau Man Tak

Mr. Yu Peter Pak Yan (resigned on

1 September 2016)

EIpgh: ¥

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the required standard set out in the
Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing
Rules. Specific enquiry has been made of all the Directors and the
Directors have confirmed that they have complied with the
requirements of the Code of Conduct and the Model Code
throughout the year ended 31 March 2017.
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The Company also has established written guidelines on no less
exacting than the Model Code (the “Written Guidelines”) for
securities transactions by the employees who are likely to be in
possession of inside information of the Company.

No incident of non-compliance of the Written Guidelines by the
employees was noted by the Company.

RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS AND AUDITORS’
REMUNERATION

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under
the Listing Rules and other regulatory requirements.

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 March
2017.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in
the Independent Auditor’'s Report on pages 76 to 83.

The remuneration paid/payable to the external auditors of the
Company in respect of audit services and non-audit services for
the year ended 31 March 2017 amounted to HK$2,200,000 and
HK$175,000 respectively.

An analysis of the remuneration paid/payable to the external
auditors of the Company is set out below:

Types of Services

PR 3% 8 5

ARBITFEFATBIF AR R AR H L Z & B P
TREHRD Al UBERETENFRETRZE
mEsl ([EmEESD)

ARmIEEREEERE@MESIZBER

RN BHRR2EEREBAMHE

EERAENFERTHERS  ABHEE MR
HpiRE EmR R M EMEERE 2 HMRER
E BRI - JEW K SR 2 A o

EEPAORSAEEREARABE"ZT
ZA=+T-RUEFEZHBERE -

—tF

ARBIMNEZBENH M MR BHREE 2 EH
FNFE 76 E83 A BB RS -

BHE-_Z—+F=A=1+—"BILEE mEEK
EEZIRB AT, EA AR B INEZ A~ B &
3 Bl /& 2,200,000 7% 7T M 175,000 78 7T °

BN/ BNARABINERBEAME 2 ST

Amount of

Fees Payable/Paid
B ENERSE
(HK$)

(&)

Audit Services ENZIRTE 2,200,000

Non-audit Services IEEAZIRTE

1. Tax services 1. TIBRE 65,000

2. Others 2. Hib 110,000
175,000

Total &5t 2,375,000
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RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board is responsible for maintaining an adequate risk
management and internal control systems to safeguard
shareholder investments and Company assets, and reviewing the
effectiveness of such on an annual basis through the Audit
Committee. Such systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can
only provide reasonable and not absolute assurance against
material misstatement or loss.

The Company has maintained a tailored governance structure with
defined lines of responsibility and appropriate delegation of
responsibility and authority to the senior management.

Management currently takes the view that there is no immediate
need to set up an internal audit function in light of the size, nature
and complexity of the Group’s business. The need for an internal
audit function will be reviewed from time to time.

During the year under review, the Board, through the Audit
Committee and an independent accounting firm, has conducted a
review of the effectiveness of the risk management and internal
control systems of the Group, which covered all material controls,
including financial, operational and compliance controls, with a
view to ensuring that resources, staff qualifications and experience,
training programmes and budget of the Group’s accounting,
internal audit and financial reporting functions are adequate. The
board is satisfied that the risk management and internal control
systems within the Group are effective and adequate.

COMPANY SECRETARY

Mr. Chan Chun Lam was appointed as Company Secretary of the
Company on 4 April 2014. During the year, Mr. Chan Chun Lam
has undertaken sufficient hours of relevant professional training in
compliance with Rule 3.29 of the Listing Rules.
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SHAREHOLDER RIGHTS

Procedures by which Shareholders may convene a
special general meeting

The Board may whenever it thinks fit call special general meetings,
any Shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company
shall at all times have the right, by written requisition to the Board
or the company secretary of the Company, to require a special
general meeting to be called by the Board for the transaction of
any business specified in such requisition; and such meeting shall
be held within 2 months after the deposit of such requisition. If
within 21 days of such requisition the Board fails to proceed to
convene such meeting the requisitionists themselves may do so in
accordance with the relevant provisions of the Bermuda
Companies Act.

Proceedings at general meetings

The rights of shareholders and the procedures for demanding a
poll on resolutions at shareholders meetings are contained in the
Company’s bye-laws. Details of such rights to demand a poll and
the poll procedures are included in all circulars to shareholders
and will be explained during the proceedings of meetings.

The general meetings of the Company provide a forum for
communication between the shareholders and the Board. The
Chairman of the Board as well as chairmen of the Audit Committee,
Remuneration Committee, Nomination Committee or in their
absence, other members of the respective committees, and where
applicable, the independent Board committee, are available to
answer questions at the shareholders’ meetings.

Separate resolutions are proposed at shareholders’ meetings on
each substantial issue, including the election of individual
Directors.

INVESTOR RELATIONS

The Company continues to enhance communications and
relationships with its investors. Designated senior management
maintains regular dialogue with institutional investors and analysts
to keep them abreast of the Company’s developments.

Enquiries from investors are dealt with in an informative and timely
manner. To promote effective communication, the Company also
maintains a website at http://www.kingston.com.hk, where
extensive information and updates on the Company’s business
developments and operations, financial information and other
information are posted.
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ABOUT THIS REPORT

This is the first Environmental, Social and Governance (“ESG”)
report (the “ESG Report”) of Kingston Financial Group Limited (the
“Company” or together with its subsidiaries, the “Group”, Hong
Kong stock code: 1031).

This ESG Report presents activities undertaken within the Group’s
main office in Hong Kong and two hotels in Macau (the “Reporting
Scope”), during the year ended 31 March 2017 (the “Reporting
Period”), unless specified otherwise. It aims to communicate the
Group’s sustainability policies, commitments and performances in
three areas, namely Our Business, Our People and Our
Environment.

The Reporting Scope of this ESG Report encompasses the most
significant economic, environmental and social impact contributed
to the Group’s operations. However, as we strive for improved
transparency, it is our intention to gradually improve our reporting
capabilities and expand the scope of our future ESG Reports.

This ESG Report is prepared according to the Environmental,
Social and Governance Reporting Guide (“ESG Guide”) under
Appendix 27 of the Main Board Rules Governing the Listing of
Securities (“the Listing Rules”) on the Stock Exchange of Hong
Kong Limited (“SEHK”). It complies with the “comply or explain”
provisions of said ESG Guide.

Given this is the Group’s first report of such kind, relevant data are
limited to certain environmental and social key performance
indicators. The Group will continuously improve and expand on the
scope of data collection and its system.

We value your feedback and comments about this ESG Report and
on how we can continue to improve on our sustainability
performance. Should you have any comments or suggestions,
please feel free to contact us as below.

Kingston Financial Group Limited

Address:  Suite 2801, 28th Floor, One IFC,
Harbour View Street, Central, Hong Kong
Email: kg@kingston.com.hk.
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OUR APPROACH TO SUSTAINABILITY

OUR BUSINESS

The Group is committed to achieving sustainable growth in its two
core business areas, financial services and hotel and gaming
services.

As one of the leading financial institutions in Hong Kong, the Group
credits its success to outstanding business development and risk
management, especially across securities brokerage, underwriting
and placements, and margin and initial public offering (IPO)
financing segments. The hotel and gaming segment primarily
covers two four-star hotels in Macau.

The business units covered in this report form the core of our
financial services and hotel and gaming services, which have both
demonstrated a strong track record of customer service excellence
in Hong Kong and Macau.

Financial Services Segment

The financial services segment principally engages in the provision
of a wide range of financial services, including securities
brokerage, underwriting and placements, margin and initial public
offering (IPO) financing and other financial services mainly include
corporate finance advisory services, futures brokerage, and asset
management services. This is managed by our wholly-owned
subsidiaries, Kingston Securities Limited, Kingston Corporate
Finance Limited, Kingston Futures Limited, Kingston Asset
Management Limited and others. We strive to offer across-the-
board solutions to our clients’ financing needs.

Hotel and Gaming Segment

The hotel and gaming segment mainly comprises of the
management and operation of Casa Real Hotel Macau (“Casa
Real”) and Grandview Hotel Macau (“Grandview”). As four-star
hotels, Casa Real and Grandview are both conveniently located
adjacent to the Macau Ferry Terminal and in Downtown Taipa
respectively, and offer a wide range of excellent services and
amenities that accommodates visitors with pleasant experience.

The Group’s casino operation is run by the license holder
Sociedade de Jogos de Macau, S.A. A casino is located in both
hotels to provide exciting entertainment for visitors within a
comfortable and safe environment. The gaming floors feature
popular table games and slot machines that operate 24 hours.
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Sustainability Model
“Professionalism”, “Engagement” and “Integrity” are the key to our
success. Looking ahead, we will continue to provide the best full-

range services to our clients with these attitudes. RENEFAARE o
Proven by our ability to overcome the volatility of the financial RIEAE@ERSBTELEIMNEE T @ HARE

market, our solid foundation and meticulous attitude, among our
other strengths, have become one of the many reasons our clients
have chosen us as their preferred partner throughout the years.

We shall carry these attitude with us moving forward in the Group’s
sustainable development in economic, social and environmental

aspects:

Aspects

Our Sustainable Development Guide

MER BENEEREGMGRZES EXAT
FRERMERZFARHENEZRAZ — -

BB REELREE ;
BTEMAFEERBEAREER

Economic —  Corporate Governance [ 47 ] —  AAPARE
—  Risk Management — [ERER
—  Anti-Corruption — REBE
—  Supply Chain Management —  {HERER
—  Quality Assurance — HBEERE
Social —  Employee Care and Engagement  [#t & | — BIfEHEIKA
—  Training and Development — HEFIEERE
—  Health and Safety — RREMZE
—  Community Investment — HEEE
Environmental —  Energy Conservation [1B1E | —  EAIBEIR
—  Waste Reduction — RLED
—  Water Efficiency —  RERAKEE

— Airand Water Emissions Monitoring

—  ZERMKFREDR
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Stakeholder Engagement HREHE

The Group engages its stakeholders continuously. Engagement is  ARNEBBERHEBZNERIBFERED - BHETE
not only a form of respect we show to our stakeholders, it also ERHRMAFNEE RN —HESE - hERFMEE
allows us to listen to and respond to their needs, as well as  FIEEMFIMESK - WHERKMORENESD
improve the services and products we deliver. Our stakeholder HfIHFNEBLIERMAHBREMZEEE &
groups include our shareholders and investors, customers, /£ BT - {HEFMEE - NEED 2T SER
employees, suppliers and the media. Various engagement %3EiE - R BTEBENAE REHERE
channels have been set up to guarantee all feedback from each  [E]fE& -

group is responded in a timely manner.

We believe that further development in our engagement channels 485 RFINBEEREE - UNKEBHEE
and collection system of stakeholders’ concerns are vital to BB XRGEE —FEE  UE—F THIFEHEN
understanding our stakeholders and responding to their [EfEMIEIEK -

requirements and concerns.

Stakeholder
Groups Engagement Channels EHhEERE
SHAREHOLDERS —  Annual general meetings BREMKEE — RREFAE
AND INVESTORS —  Circulars and announcements —  BEAMAE
—  Company website —  ARE
CUSTOMERS —  Client satisfaction surveys =P — TPREE#FE
—  Online social media channels — AR
—  Company website —  RAEAuh
EMPLOYEES — Internal notice boards and memo 8T — AEPBEARANE S
—  Departmental meetings — HMe#
—  Annual appraisals — FEFE
SUPPLIERS —  Tender notices for procurement for {t fE g —  FERBAELRERZ
key services/products NS
—  Work inspection, supervision and —  I{Eas BEEMNEE
feedback
—  In-person meetings — g#
MEDIA —  Press conference L — HEzMg
—  Media interviews — BB
—  Advertising and marketing — BEEMEHEEH

promotions

4[] Kingston Financial Group Limited
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Corporate Governance

Risk Management

In accordance with Appendix 14 of the Listing Rules “Corporate
Governance Code and Corporate Governance Report”, our Board
of Directors oversee risk management and internal control system
on an ongoing basis. A review of the effectiveness of the Group’s
risk management and internal control systems has been conducted
at least annually and reported to shareholders.

Code of Conduct

Ethics is central to the Group’s corporate culture and values”. Both
financial services segment and hotel and gaming segment have
their own Staff Handbooks. These Staff Handbooks are regularly
reviewed, affirming the rights and responsibilities for all staff
members. It also governs the actions of all of our employees,
including equal opportunities and anti-discrimination,
confidentiality, anti-corruption, conflict of interest, and compliance
with laws and regulations. Our Code of Conduct is set out
according to the ethical principles outlined in Staff Handbooks.

Confidentiality is taken seriously in our Group. Our staff members
are expected to treat all confidential information with care. Leak of
any confidential information of the Group to any outsider or
competitor could lead to disciplinary actions, including immediate
dismissal.

Anti-Corruption

We believe that fairness, honesty and integrity are important
business assets of the Company. Our employees must ensure that
our corporate reputation would never be compromised by fraud,
deceit or corruption. Anti-corruption has its own dedicated section
within our Staff Handbook, which defines and restricts the code of
conduct of our employees in this regard. Compliant with the
Prevention of Bribery Ordinance (POBO) enforced by the Hong
Kong Independent Commission Against Corruption (ICAC), our
Group bans all employees from receiving any benefits for personal
gain. This prevents any negative impact or disruption to our
business operations. Any report of suspected behaviors would
lead to disciplinary action, dismissal or reported to ICAC or
relevant agencies.
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Prevention of Money-Laundering

Both financial services segment and hotel and gaming segment of
our operations have separate set of rigid preventive measures that
safeguard against any possibility of money-laundering.

Although the risk of fraud and money laundering in the financial
services segment is unlikely, it poses major consequences. Hence
an Anti-Money Laundering Guidance Note (“AML Manual”) has
been developed in 2013 to assist employees in identifying the
types of risks and their relevant major characteristics. All
employees of the Group are obliged to be well-versed with and
strictly adhere to the AML Manual.

In our hotel and gaming operation, staff members are trained to
monitor guests for unusual betting behaviors and to pay attention
to guests who exchange large amount of cash or chips. Our staff
members shall record all transactions and guests’ information for
payout over HK$500,000, to prevent money-laundering. Payout
checks with large amount are also highly monitored and guests’
information are also recorded.

Compliance

Our Group strictly abides by all applicable laws and regulations,
as well as guidance from various government agencies, including
the Securities and Futures Commission (SFC). During the
Reporting Period, our Directors confirmed that our Group has
complied with all relevant laws and has not been involved in any
material environmental or social issue, to the best of our Directors’
knowledge and information.

It is the policy of the Company that all directors, managers and
staff in the financial services segment shall be subject to the strict
compliance with the rules, regulations and codes of the SEHK, the
SFC, and various ordinances or other relevant laws of HKSAR or
other jurisdictions where applicable.
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Supply Chain Management

The Group sustains strategic partnerships with and supports its
suppliers through a transparent and fair procurement and supply
chain management system. The Company has established an
efficient procedure in selecting and managing our suppliers, while
maintaining fair and sustainable relationships. Procurement
considerations include environmental concerns, quality of their
products and services, prevailing market price, past work
references and experience, and compliance with laws and
regulations.

Local suppliers often have priority over other suppliers, given all
other considerations are alike. This allows better communications,
smoother transportation arrangement, and better understanding of
local laws and regulations. It also reduces carbon emissions
during transportation and demonstrates our support to boost local
economic development.

At the hotels, environmental considerations are a must for
purchases of machinery and equipment. Energy consumption and
analysis over the lifecycle of equipment must be considered
carefully, and requires management approval. Compliance with
environmental laws and regulations are also taken into
considerations. New machinery and equipment must comply with
all local environmental laws, including but not limited to air and
noise emissions. Further information can be found in the
subsequent sections under “Our Environment”.

In strengthening our strategic supply chain management, we
consistently perform assessments on our suppliers within each
department and regularly update a market list of suppliers, based
on a high standard of their professional levels, financial status and
compliance records.

Internally, we separate the processes of procurement negotiations,
decisions, and quality checks and product acceptance into three
different departments. This practice of segregation of duties
effectively avoids individual department or person responsible for
the entire procurement process, which reduces the risk of fraud
opportunities.
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Quality Assurance

Quality assurance plays a central role within our operations as well.
Our business relies on repeat customers and client referrals;
hence we must not compromise the quality of our products and
services.

For the financial services segment, our staff members are highly
trained to strictly abide by all applicable SFC regulations to ensure
the quality and compliance of our services. Multiple operational
procedures and procedure manuals are in place to prevent the
misappropriation of client securities and client money. It also
protects the Group against fictitious trade and client, or any other
error in trading. Daily and weekly reconciliations are performed
and reviewed.

At all times, the Company shall conduct its business on the
principle that the Company has an obligation to act in the best
interests of its clients. This includes making adequate disclosures
of relevant material information in dealing with clients and giving
advice and recommendations, diligently and carefully with due
regard to the investment objectives, financial resources and risk
tolerance level of each individual client.

Our hotels operate under a set of policies that guarantees the
quality of our rooms, services, and operating processes. Our high
standard for hotel room preparation involves the cleanliness of
rooms, preparedness of all amenities, quality of our facilities, and
services of our housekeepers. Room cleaning follows a consistent
protocol to ensure that our rooms are fresh, comfortable and
hygienic. Cleaning processes of our rooms are standardized to
warrant all rooms are prepared in a systematic manner and satisfy
the needs of our customers. Managers on duty would spot check
all areas and any arising issue would be rectified immediately.

There are policies in place for the effective and efficient
implementation of exchanges and refund procedures. In general,
front office applies for cases of refund, supplemented with
sufficient information and documentations. These cases are
reviewed by the income audit team, prior to getting the approval of
our general manager. For exchanges of any reason, front office
manager normally oversee each situation and grant room
exchanges on a case by case basis. Such exchanges shall then
be reported to the general manager afterwards. Any issue with the
rooms’ conditions that led to room exchanges would be rectified
immediately.
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Customers’ health and safety is our priority. Procedures are in
place to prevent injuries or illnesses. However, accidents do occur
sometimes. Safety policies, measures and trainings are provided
to all staff members, for example, first-aid training. 24-hour CCTV
system is set up and monitored by our security department. These
measures ensure that all injuries or illnesses would be reported
and taken care of immediately. Proper medical attention and
immediate assistance would also be provided to the effected
individuals.

OUR PEOPLE

We believe that each employee makes a significant contribution to
our success. Their satisfaction, health and well-being, and
professional growth are significant to the sustainable development
of our Group. A set of policies and practical measures are in place
to safeguard these aspects, so we could attract and retain talents,
and contribute positively towards their career attainment and
personal growth.

Employee Care and Engagement

Our Group offers competitive remunerations and benefits to
employees, according to their job requirements and individual
performances. Annual salary research indicators are conducted to
inform management of the market trends of human resources and
economic development, thereby management could take those
indicators as benchmark for setting competitive salary and benefits
for the coming year.

Our staff members are entitled to statutory holidays, paid annual
leave, sick leave, maternity leaves, rest periods, annual bonuses
and medical benefits, among others, dependent upon their
positions within the company. Casa Real and Grandview currently
offer 11 and 9 dormitories for foreign workers respectively, and
ensure that the living environment is guaranteed. Details of all the
benefits the Group offers are listed on the Staff Handbooks for the
financial services segment and hotel and gaming segment
respectively. The Staff Handbooks are reviewed periodically to
reflect relevant changes in and ensure compliance with relevant
laws and regulations.
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Annual performance appraisals are conducted, allowing us to
systematically evaluate the work performance and results of each
staff member, to understand our staff and teams’ training and
education needs, and to evaluate the effectiveness of our training
programs and our staffs’ professional career planning. The
appraisal results shall be used to plan for each department’s work
plan for the coming year, as well as salary adjustment, bonuses
issuance, promotion, as well as other human resources purposes.

Due to the nature and operations of our hotel business, our staff
canteen offers 5 meals per day for different time shifts for our staff
members. Our chefs carefully design each day’s menu to ensure a
balanced diet and appropriate portion for all our staff. A manager
would be assigned to inspect and listen to our staff members’
suggestion every day to guarantee food quality and our canteen’s
environment.

According to our Staff Handbook, any employee who is dissatisfied
with his or her work could report directly to his or her immediate
supervisor or to human resources department. All credible
complaints shall remain confidential and an investigation shall be
initiated. Shall any abuse of authority at higher level be found,
departmental director or manager will decide on disciplinary
actions, especially to prevent any situation of violence, harassment
or intimidation from occurring.

Equal Opportunity

The Group promotes and grants equal opportunity to each staff
member in all human resources related aspects, including
recruitment, training, work distribution, benefits and dismissal,
regardless of their ethnicity, race, religion, gender, age or
disability. We will consistently exercise equal and fair principle in
evaluating each staff member’s ability and performance.
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Labour Standard

Our recruitment process is rigorous to ensure that all labour
standards are met. When designing our recruitment descriptions,
at our hotel and gaming operations, several factors are essential to
be checked, including education references, required age,
required abilities and experiences. Through the process of
recruitment, we ensure that all our new hires are of legal minimum
age for employment, and that all discriminatory requirements are
avoided. Currently, all new hires must be at least 18 years of age.
In accordance with labour relations law and our Staff Handbook,
extra time might be asked for some staff members at the hotel, and
would be rightfully compensated.

Training and Development

Our Group has always insisted on professional training and
development for our staff members, regardless of occupational
rank or gender. It is imperative to provide internal and external
training opportunities for each employee, to support their work
requirements, develop their strengths, and progress continuously
to better serve our clients and customers.

Internal trainings are held on a bi-monthly or monthly basis for our
financial services segment. These trainings aim to provide updates
on relevant SFC regulations, as well as other regulatory compliance
matters. They are attended by management, account executives,
and other account personnel. External trainings are also conducted
on an annual basis. This year, the training focused on regulatory
update on pre-IPO investment and issues related to controlling
shareholders.

At our hotels, trainings are separated into internal and external
trainings. Internal trainings aim at increasing our staffs’ technical
skills, including our industry language, catering services, customer
attitudes and desires, work mentality, engineering and other areas.
External trainings are professional trainings offered by the Institute
for Tourism Studies and Macau Hotel Association. These trainings
include complaint management, sales and customer service skills,
and fire safety. The Company supports each staff member’s
training needs by fully compensating each completed course.
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Health and Safety

The Group believes that a healthy and safe work environment is
fundamental to employees’ satisfaction and wellbeing. We are
committed to improving the safety measures within our operation
to minimize the occurrence of all accidents. We implement and
monitor a wide range of safety measures to ensure our employees’
health, safety and wellbeing. These measures focus on increasing
employees’ safety awareness, monitoring all on-site equipment,
and implementing preventive measures.

In compliance with relevant regulations, we welcome and
cooperate with our Macau government bodies to conduct annual
occupational safety walk-throughs at our hotels. Improvements are
then spotted and corrected in a timely manner. Internal inspections
and walk-throughs are also conducted for occupational and food
safety, especially in all kitchen area.

At our hotels, employees’ safety awareness is enhanced through
multiple procedures. List of basic safety rules are laid out in the
Staff Handbook. Newly hires are all introduced to our occupational
safety guidelines at induction training. Throughout the year, our
staff members are encouraged and have attended various
industrial safety seminars. Fire safety seminars are organized in
collaboration with local fire stations. Safety posters are also posted
in our employees’ workplace and rest area as reminder.

We strive to improve and satisfy occupational safety needs of our
employees in the workplace. Safety checks of all machineries and
equipment at our hotels are conducted regularly. We have also
engaged professional companies to inspect and maintain all
escalators, elevators, and fire detection and alarm systems on a
monthly basis. Maintenance and certification for the security of the
steam boiler is also carried out annually.

All industrial injuries are recorded and analyzed, and corrective
measures are taken immediately if necessary to avoid further
safety hazards. Necessary protective equipment and medical
insurance are provided to all employees as well.
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COMMUNITY INVESTMENT

Our Directors and management firmly believe in giving back and
contributing to society. Their individual contributions for the
betterment of our society have become exemplary models to our
employees. As a responsible Group, we began investing in the
promotion of education and in the professional development of
talents.

This year, the Company was one of the diamond sponsors for the
Po Leung Kuk Chinese New Year Charity Walk. With the theme of
“Having Fun with Family”, the Chinese New Year Charity Walk this
year encouraged family members to participate and celebrate
Chinese New Year together for charity. The proceeds would be
donated in support of expanding education and social services in
Hong Kong, helping more of those in need.

On the other hand, our hotels attach great importance to social
responsibility, in the form of training and developing talents within
the hotel and gaming industry in Macau. Every year, our hotels
actively communicate and cooperate with local government
departments and tertiary institutions, including but not limited to,
the Vocational Training Department of the Labour Affairs Bureau,
the Institute for Tourism Studies (IFT), University of Macau, and
Macau University of Science and Technology. By offering freshmen
interviews and scoring for candidates applying to the IFT, we wish
to expose these intern students to practical experiences, put
theories taught in classrooms into practice, and help them learn
the virtue of work and interpersonal skill set.
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OUR ENVIRONMENT

Our Group respects the environment and the natural resources our
business requires to sustainably operate. We are committed to
treating our environment with integrity. However, climate change
poses tremendous risks and uncertainty to the sustainability of our
business and our society.

Our Group contributes in protecting the environment and
minimizing the effects of climate change. Our effort in
environmental conservation focuses on three main areas, including
energy and water conservation, waste reduction, and emissions
reduction. Appropriate and practical measures are taken within
each area, including compliance review, equipment repairs and
upgrades, monitoring and checking, and continuous education
and training.

This year, we have engaged CKP Sustainability Consultants, an
independent sustainability consultant in Hong Kong, to evaluate
the impact our financial services and hotel and gaming operations
pose on the environment we operate in. An emissions inventory
database, including our carbon emissions, is created and will be
maintained throughout the year. We will carefully monitor our
impact and gradually progress, to ensure our environmental data
is transparent and accurate.

We wish that our carefully planned measures would result in
energy and water usage reduction, resource maximization and
promotion of environmental protection awareness. Together with
our staff members, we hope to positively contribute in creating
sustainable green cities in Hong Kong and Macau.

In recognition of Grandview’s effort in environmental management,
the Macao Environmental Protection Bureau (DSPA) has awarded
Grandview with a Bronze award in Macau Green Hotel Award in
2014,
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Energy Conservation

Energy consumption has the largest environmental impact in both
our finance and hotel and gaming operations. It is also one of the
highest contributors to our carbon footprint this year. As we explore
new ways to conserve energy consumption, we have employed
several practical measures to reduce our energy usage in our
office and hotels.

Most efficient and effective measure in reducing our energy usage
is to increase the energy efficiency of our equipment. Our lighting
systems at both hotels are on track to replace all traditional
lightbulbs with light-emitting diode (LED) lighting system for indoor
lighting by 2017. We have also continuously repaired and replaced
faulty equipment with more efficient and eco-friendly alternatives.

Our hotels have also made some impressive upgrades to further
reduce energy usage. Both hotels have replaced the traditional air-
conditioning system with a heat-pump air-conditioning system,
which recovers heat generated from the air-conditioning system to
heat water for guest rooms and kitchen use, thereby reducing the
use of traditional diesel boiler for water-heating. This upgrade
reduced diesel consumption for water-heating by more than 60%.

We have also installed new equipment and system to minimize the
amount of wasted energy. Timers are installed in hotel guest rooms
to automatically switch off electricity when they are not in use.
Escalators are also equipped with occupancy sensors, instead of
running continuously at high speed. We also switch off portion of
the corridor lightings to maintain sufficient lighting only during off-
peak hours, namely between midnight and 7am.

Electricity consumptions are recorded and checked regularly.
Electricity consumption summary is reported by director of
engineering to general manager at each monthly department
meeting. Significant and unreasonable fluctuations are investigated
and corrected efficiently. Submeters are set up to record electricity
consumption at different outlets, so that we can evaluate the
results and target issues for correction.
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This year, in support of “Macau Energy Saving Week 2016”, both
Casa Real and Grandview have participated in the “Lights Off
Campaign” organized by the Office for the Development of Energy
Sector of Macau, whereby the exterior lights of both properties
were turned off for one hour. Along with other government
departments, infrastructures, hotels and corporations, this annual
energy reduction event shall promote and raise awareness of
energy conservation in Macau.

Based on the aforementioned measures and tireless effort of our
staff members, both Casa Real and Grandview has received the
Excellence Award for the Macau Energy Saving Contest 2016
within the Hotel Group B section. This award is co-organized by
the Office of the Development of Energy Sector (GDSE) and
Companhia de Electricidade de Macau (CEM). Not only does it
demonstrate our commitment to energy saving, this award also
encourages our staff members to achieve continuous improvement
in the future.

Waste Reduction

Waste constitutes a significant portion of our environmental impact
in both our hotels and our office operations. We constantly seek
innovative solutions to reduce our waste streams and amount, in
addition to our existing “8R — Reduce, Reuse and Recycle”
programs. While actively implementing waste reduction measures,
we also provide our staff with appropriate training and working
guidelines to achieve waste reduction at source.

Within our office operations, we reduce paper consumption at
source and recycle whenever possible. Double-sided printing has
been effectively implemented. We also recommend our staff
members to use electronic copies rather than print-out. Recycling
bins are conveniently placed next to printers and trays are set
aside with single-sided papers, so that our staff members can
reuse the alternative side. Stationaries such as file folders and
envelops are reused whenever possible.
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At our hotels, waste separation and the 3Rs program have all been
effectively implemented. Recycling for bottles, barrels and metals
have been made possible through waste separation. Packaging
boxes from our suppliers have also been reused as storage boxes
in office. Aged and worn towels and sheets are repurposed as
washing cloths or other similar means. Our procurement also takes
waste reduction into consideration. Reasonable quantity of food,
amenities and other materials are ordered each time to avoid
spoilage and reduce waste.

For the coming year, we will replace single-use plastic bags at
Casa Real with reusable shopping bags for guest use. This
measure has been well researched and planned, and we wish to
raise awareness of the harmful effects towards the environment
caused by plastic bag decomposition.

Water Efficiency

Water saving is non-negotiable at our hotel and gaming operation.
Water is used for cooking, washing and cleaning, and in
bathrooms. Similar to energy conservation, we have made some
equipment upgrades, repairs and new installations at our hotels.
We have installed water-saving toilets, and spray and sensor
faucets for hand washing in bathrooms in the public area. Flow
regulators on showerheads and taps are installed in our guest
rooms. Repairs on dripping faucets and hose are also performed
in a timely manner.

We strive to minimize our water consumption in our kitchens as
well. The practice of thawing food under running water has been
ceased. New equipment purchases in our kitchen must consider
water usage efficiency. We replaced our aged machines with
water-efficient ones, such as water-efficient dishwasher.

Water consumption is monitored and recorded regularly. Similar to
energy conservation, a water consumption summary is reported
monthly and significant fluctuations are investigated and corrected
as efficiently as possible.
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Air and Water Emissions Monitoring

Indoor air quality is regularly monitored and reported. At the hotels,
indoor smoking has been effectively banned from casino floor and
individual smoking rooms have been provided for guests. These
smoking rooms are equipped with independent filtering and
ventilation system. We also monitor indoor air quality on the casino
floor, including carbon dioxide, carbon monoxide, particulate
matters (PM 2.5 and PM 10) and some volatile organic
compounds. This monthly inspection data is evaluated internally
and submitted to relevant government bodies.

Environmental compliance, including air pollutants and noise also
forms part of our procurement considerations. At Casa Real and
Grandview, we must consider and prevent emissions of air
pollutants in the planning process when purchasing and installing
equipment. Laws and regulations are regularly reviewed to ensure
compliance with the Environmental Protection Bureau (DSPA) of
Macau, including the “Guidelines for Fumes, Black Smoke and
Odor Pollution Control of the Catering Industry and Similar
Venues”.

Noise emissions of new equipment are also considered to minimize
any adverse impact to our neighboring communities and
environment. Noise level from machinery is checked regularly to
ensure that it doesn’'t exceed the level governed by law. We shall
comply with relevant laws and regulations of the DSPA, if any
additional noise cancellation, silencer or vibration isolation
equipment is required.

Reduction in air emissions includes a wide range of measures. At
our office, for example, we encourage teleconferences and video
conferences, to reduce air and carbon emissions related to
transportation needed for inter-office meetings. In addition we have
created an emissions inventory database this year that carefully
monitors our environmental data, including our air emissions data.

On the other hand, wastewater treatment at our hotels has
complied with relevant local regulations. All grease and oil from
our hotels’ food and beverage operations first pass through a
grease interceptor prior to entering the waste water disposal
system, where it is then transported for further treatment. The
waste grease and oil are collected by professional recycler for
further special treatment. We have also engaged a professional
grease interceptor cleaning contractor for routine cleaning to
maintain proper operation of the interceptor.
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Water quality is monitored regularly for our pools to ensure
compliance with local laws and regulations. Standards and policies
are in place for pool cleaning, filtering, and rinsing. Our policy also
provides guidelines on the amount of chemicals allowed to inhibit
algal growth, based on water quality tests, including PH, chlorine
and bromine level tests.

Education and Awareness

To raise awareness and strengthen the understanding of energy
efficiency, we have displayed multiple posters on our notice
boards to communicate and educate our staff on the importance of
energy-saving and water conservation. Reminder stickers are
placed next to power switches, power buttons and faucets to
remind and encourage our staff to take initiatives in energy and
water saving, such as turning off idling equipment, including
lightings and computers, when not in use or after working hours.

Reminder cards are used to invite our guests to reuse towels and
bed linens in their guest rooms. This serves as an environmental
protection awareness program for energy and water saving for our
guests.
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The Directors of the Company (the “Directors”) have pleasure in
submitting their report and the audited financial statements of the
Group for the year ended 31 March 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries are set out in note 40 to the
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2017 are set
out in the Consolidated Statement of Profit or Loss and Other
Comprehensive Income on pages 84 to 85. The Board has
recommended the payment of final dividend for the year ended 31
March 2017 of HK2.5 cents per share (2016: HK2 cents). No
interim dividend was declared during the six months ended 30
September 2016 (six months ended 30 September 2015: nil).

BUSINESS REVIEW

A review of the Group’s business, an analysis of the Group’s
performance (using financial key performance indicators), a
description of the principal risks and uncertainties facing the
Group, particulars of important events occurred since 31 March
2017, if any, and an indication of likely future development in the
Group’s business are provided in the Management Discussion and
Analysis of this annual report.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

The Company’s environmental principles and practices are set out
in the section headed “Environmental, Social and Governance
Report” in this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Board considers that effective environmental protection
measures will not only contribute to environmental protection but
also reduction of the production cost. During the Year, the Group
has implemented various measures to reduce waste and pollution
and to effectively and efficiently use the resources.

Financial Services Operation

The Group’s financial services operations are fully automated and
waste-free. Looking forward, we will continue to adopt the
environmental friendly operation mode.
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Hotel and Gaming Operation

The Group is committed to minimising the environmental impact of
its operation. Since our business operates in 24 hours basis,
electricity consumption has always been a main concern for us.
We are hence gradually replacing lighting system with energy
saving LED light in the two hotels, which is beginning to yield
positive results in reducing electricity usage. In additional to that,
the Group is actively considering the installation of new air
conditioning system to lower energy consumption and noise level.
The Group’s professional team also regularly checks and closely
monitors the waste water system to ensure the sewage discharged
is adequately treated and complied with relevant laws and
regulations.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group has the greatest respect for the laws and regulations
which govern our businesses. We have appointed compliance
officer to oversee compliance with all relevant regulations for our
financial services business in Hong Kong. As for the gaming
business in Macau, the Group has adopted anti-money laundering
procedures in accordance to relevant regulations. Policies are well
communicated to relevant employees to ensure compliance with
all these anti-money laundering policies and procedures.

The Group has complied with all relevant laws and regulations
throughout the year.

RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The management firmly believes that staffs are the most valuable
asset of a company and are crucial to the company’s success. As
a caring employer, we offer competitive benefits to our staffs and
provide full spectrum training to familiarise our staffs with the
industry. We are also committed to provide our staffs a safe
working environment by strictly following operational manual
formulated with reference to the guidelines issued by the Macau
Labor Affairs Bureau.

The Group’s key hotel customers include online and traditional
travel agents. As a professional service provider, we are dedicated
to provide wonderful accommodating and entertainment
experience to our customers. Our well trained staffs create a safe,
clean and cozy environment to gain repeat customers.
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We also established long-term good cooperation relationship with
suppliers up to over 10 years, to ensure stable supply, price and
quality of the product for our hotel operation in Macau.

SEGMENTAL INFORMATION

An analysis of the Group’s performance for the year ended 31
March 2017 is set out in note 6 to the financial statements.

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year are set out in note 38 to the financial
statements and in the consolidated statement of changes in equity
on page 88 respectively.

DISTRIBUTABLE RESERVES

Details of the distributable reserves of the Company as at 31
March 2017 are set out in note 38 to the financial statements.

DONATIONS
Charitable donations made by the Group during the year ended 31

March 2017 amounted to approximately HK$193,000.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 18 to the financial statements.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 40 to the financial statements.
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FIVE YEAR FINANCIAL SUMMARY hEMBEHSE
A summary of the results and the assets and liabilities of the Group AREEEET AV BEEZ2EUREERBE
for the past five financial years, as extracted from the audited #i2 @ A KEXTEERE  WO/EEES
financial statements and reclassified as appropriate, is set out as ¥ 9%8 - &&w T :
below:
2017 2016 2015 2014
—B-tF¥ 2% ZT-0F ZT@WmF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THET TAT TAT TAT FHT
Turnover =EL 2,878,897 3,115,050 2,479,274 1,847,685 1,377,988
Profit before taxation KRR AT A 1,781,825 2,030,072 1,478,597 900,955 614,242
Profit attributable to owners wAEANEGRT 1,484,943 1,700,374 1,259,636 771,060 537,884
Total assets EERE 36,654,689 34,928,528 32,747,741 25,873,931 21,651,262
Total liabilities BERE (17,053,551) (16,300,305) (15,194,234)  (9,984,042)  (6,824,247)
Non-controlling interest FEiE i = (19,871) (12,231) (19,299) (8,098) (13,438)
Shareholders’ fund BREES 19,581,267 18,615,992 17,534,208 15,881,791 14,813,577
SHARE OPTIONS AND SHARE CAPITAL BRERRA

Details of the movements in the share options and share capital of
the Company during the year are set out in notes 35 and 37 to the
financial statements respectively.

Share Options Scheme

The share option scheme adopted on 7 June 2004 expired on 6
June 2014. At the annual general meeting of the Company held on
20 August 2013, shareholders of the Company have approved the
adoption of a new share option scheme (the “Share Option
Scheme”).

The purpose of the Share Option Scheme is to provide the
Company with a flexible and effective means of incentivising,
rewarding, remunerating, compensating and/or providing benefits
to participants. To determine the eligibility of the participant, the
Board may offer to grant an option to any participant who has
contribution to the Group.
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Options granted under the Share Option Scheme are subject to
such terms and conditions as may be determined by the Board at
its absolute discretion and specified in the offer of an option, which
terms and conditions may include: (A) vesting conditions which
must be satisfied before an option-holder’s option shall become
vested and capable of being exercised; and (B) the Board may, in
its absolute discretion, specify performance conditions that must
be achieved before an option can be exercised and/or the
minimum period for which an option must be held before it can be
exercised.

The option price will be determined by the Board at its absolute
discretion and notified to an option-holder. The minimum option
price shall not be less than the highest of: (A) the closing price of
the Shares as stated in the Stock Exchange’s daily quotations
sheet on the offer date; (B) the average closing price of the Shares
as stated in the Stock Exchange’s daily quotations sheets for the
five business days immediately preceding the offer date; and (C)
the nominal value of the shares.

The total number of Shares which may be issued upon exercise of
all options to be granted under the Share Option Scheme and any
options to be granted under any other scheme must not in
aggregate exceed 10% of the aggregate of the Shares in issue as
at the adoption date. Options lapsed in accordance with the terms
of the Share Option Scheme and any other scheme will not be
counted for the purpose of calculating the 10% limit.

With the approval of the Shareholders in general meeting, the
Board may “refresh” the 10% limit provided that the total number of
shares which may be issued upon the exercise of all options to be
granted under the Share Option Scheme and any other scheme
under the limit as “refreshed” shall not exceed 10% of the Shares
in issue as at the date on which the Shareholders approve the
“refreshed” limit. Options previously granted under the Share
Option Scheme and option granted under any other schemes
(including those outstanding, cancelled and lapsed in accordance
with the terms of the relevant scheme, or exercised options) will
not be counted for the purpose of calculating the limit as
“refreshed”.
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The Board may, with the approval of the Shareholders, grant
options in excess of the 10% limit to participants specifically
identified. In such situation, the Company will send a circular to the
Shareholders containing a generic description of the specified
participants who may be granted such options, the number and
terms of such options to be granted and the purpose of granting
such options to the specified participants with an explanation of
how the terms of the options will serve the purpose. The total
number of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the
Share Option Scheme and all outstanding options granted and yet
to be exercised under any other scheme shall not exceed 30% of
the Shares in issue from time to time. No options may be granted
under the Share Option Scheme and no options may be granted
under any other schemes if this will result in the limit being
exceeded.

The Board shall not grant any options to any participant which, if
exercised, would result in such participant becoming entitled to
subscribe for such number of shares as, when aggregated with
the total number of shares already issued or to be issued to him
under all options granted to him (including those options exercised
or outstanding) in any 12-month period exceed 1% of the shares in
issue at such date.

The Board may grant options to any participant in excess of the
individual limit of 1% in any 12-month period with the approval of
the shareholders in general meeting (with such participant and his
associates abstaining from voting). In such situation, the Company
will send a circular to the Shareholders and the circular must
disclose the identity of the participant, the number and terms of the
options to be granted (and previously granted to such participant).

An option under the Share Option Scheme which is vested and
has not lapsed may be exercised at any time during such period
notified by the Board as not exceeding 10 years from the offer
date. The exercise of options may also be subject to any conditions
imposed by the Board at the time of offer.

For the year ended 31 March 2017 and 2016, the Company had no
share option being granted, outstanding, lapsed or cancelled
pursuant to the Share Option Scheme.
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EQUITY-LINKED AGREEMENT

Other than the Share Options Scheme as disclosed in the above
paragraphs headed “Share Options Schemes”, no equity-linked
agreements were entered into by the Company during the year or
subsisted at the end of the financial year under review.

PERMITTED INDEMNITY

The Bye-Laws of the Company provide that the directors for the
time being of the Company shall be indemnified and secured
harmless out of the assets of the Company from and against all
actions, costs, charges, losses, damages and expenses which
they shall or may incur or sustain by reason of any act done,
concurred in or omitted in or about the execution of their duty or
supposed duty in their respective offices except such (if any) as
they shall incur or sustain through their own willful neglect or
default respectively.

The Company has taken out insurance against the liability and
costs associated with defending any proceedings which may be
brought against the directors of the Company and its subsidiaries.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
bye-laws or the laws of Bermuda, which would oblige the Company
to offer new shares on prorate basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF
SHARES

During the year ended 31 March 2017, there were no purchases,
sales or redemptions of the Company’s listed securities by the
Company or any of its subsidiaries.

DIRECTORS

The Directors who held office during the year ended 31 March
2017 and up to the date of this report were:

Executive Directors

Mr. Chu, Nicholas Yuk-yui (Chairman)

Mrs. Chu Yuet Wah (Chief Executive Officer)
Mr. Chu, Kingston Chun Ho

Mr. Ho Chi Ho
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Independent Non-executive Directors

Dr. Wong Yun Kuen

Mr. Lau Man Tak

Ms. Lo, Miu Sheung Betty (appointed on 1 September 2016)
Mr. Yu Peter Pak Yan (resigned on 1 September 2016)

In accordance with the bye-law 87(1), Mr. Chu, Nicholas Yuk-yui
and Mr. Ho Chi Ho will retire by rotation at the forthcoming annual
general meeting, and being eligible, will offer themselves for re-
election.

In accordance with the bye-law 86(2), Ms. Lo, Miu Sheung Betty
will retire by rotation at the forthcoming annual general meeting,
and being eligible, will offer herself for re-election.

The term of office for each of the Independent Non-executive
Directors is the period up to his retirement by rotation and re-
election at annual general meeting of the Company in accordance
with the Company'’s bye-laws.

The Company has received from each of Dr. Wong Yun Kuen, Mr.
Lau Man Tak, Mr. Yu Peter Pak Yan and Ms. Lo, Miu Sheung Betty
an annual confirmation of independence pursuant to Rule 3.13 of
the Listing Rules and the Company still considers the independent
Non-executive Directors to be independent.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

The biographical details of Directors and senior management of
the Group as at the date of this report are as follows:

Chairman and Executive Director

Mr. Chu, Nicholas Yuk-yui, aged 64, holds a Bachelor's degree
in Accounting and a Master’s degree of Business Administration
from the Louisiana State University. He has more than 20 years
experience in corporate finance, foreign exchange, lending,
securities and futures trading industries. He is a member of Hong
Kong Securities Institute and a responsible officer under the
Securities and Futures Ordinance for type 1 (dealing in securities)
and 2 (dealing in futures contracts) regulated activities. He is the
spouse of Mrs. Chu Yuet Wah and the father of Mr. Chu, Kingston
Chun Ho. He is also the son-in-law of Mr. Lee Wai Man, a
substantial shareholder of the Company. He joined the Group in
February 2006.
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Chief Executive Officer and Executive Director

Mrs. Chu Yuet Wah, aged 58, is the Chief Executive Officer and
an Executive Director of the Company. She is the co-founder of the
Group, she has over 20 years of experience in financial services
industry. Mrs. Chu has also been appointed as the Vice Chairman
of The Institute of Securities Dealers and Vice Chairman of Hong
Kong Securities Professionals Association. Moreover, she is the
Member of National Committee of Chinese People’s Political
Consultative Conference, Permanent Member of the Friends of
Hong Kong Association, Founder and Honorary Chairman of The
Chamber of Hong Kong Listed Companies, Chairman (2015-16)
and Advisory Board Member (2016-17) of Po Leung Kuk, Standing
Chairman of Federation of Hong Kong Guangdong Community
Organisations, Chairman of the Hong Kong Federation of
Dongguan Associations, Chairman of Aplichau Promotion of
Tourism Association, Chairman of The Aplichau KaiFong Welfare
Association, Honorary President of Hong Kong Army Cades
Association, Honorary President of Hong Kong New Arrivals
Services Foundation Limited, Honorary Vice President of Hong
Kong Girl Guides Association and Director of Sun Yat-Sen
University Advisory Board. She received an Honorary Ph.D. degree
in Business Management from York University, the United States
and holds a Bachelor’'s degree in Management degree from
Golden Gate University, the United States. Mrs. Chu is currently
the chairman and an executive director of Sincere Watch (Hong
Kong) Limited which is a company listed on the Main Board of
Stock Exchange. She is also the spouse of Mr. Chu, Nicholas Yuk-
yui and the mother of Mr. Chu, Kingston Chun Ho. She is also the
daughter of Mr. Lee Wai Man, a substantial shareholder of the
Company. She joined the Group in April 2005.
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Executive Director

Mr. Chu, Kingston Chun Ho, aged 32, is an Executive Director of
the Company. Mr. Chu is also a licensed person under Securities
and Futures Ordinance for type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated activities for the
Company’s wholly owned subsidiaries, Kingston Securities Limited
and Kingston Corporate Finance Limited respectively. Mr. Chu is a
Member of Guangxi Committee of The Chinese People’s Political
Consultative Conference, Member of General Committee of The
Chamber of Hong Kong Listed Companies, Vice President of Hong
Kong CPPCC Youth Association, Youth Committee Vice Director of
HKCPPCC (Provincial) Members Association, Vice President of
Federation of HK Guangxi Community Organisations, Vice
Chairman of Hong Kong Guangdong Youth Association, Honorary
Chairman of Hong Kong Guangxi Youth Organisations, Youth
Committee Chairman of Hong Kong Federation of Dongguan
Associations and Director of Hong Kong Securities Association.
Mr. Chu holds a Bachelor Degree of Science in Business
Administration from the University of Southern California in the U.
S.A. Mr. Chu is also an executive director of Sincere Watch (Hong
Kong) Limited (“Sincere HK”) since 29 May 2012, a non-executive
director of New Concepts Holdings Limited since 8 September
2016 and the chairman and an executive director of Synergis
Holdings Limited since 9 March 2017, all of which are companies
listed on the Main Board of the Stock Exchange of Hong Kong
Limited. Mr. Chu is a director of Sincere Watch Limited, the
immediate holding company of Sincere HK since 21 May 2012. Mr.
Chu is the son of Mr. Chu, Nicholas Yuk-yui and Mrs. Chu Yuet
Wah. Mr. Chu is also the grandson of Mr. Lee Wai Man, a
substantial shareholder of the Company. Mr. Chu joined the Group
in July 2010 and was appointed as Executive Director on 21
August 2015.

Mr. Ho Chi Ho, aged 42, is an Executive Director of the Company.
Mr. Ho is responsible for origination and execution of corporate
finance transactions including mergers and acquisitions, corporate
and capital restructuring, business projects evaluation, and equity
and debt fund raising. Mr. Ho has extensive experience in banking
and capital markets, and also held senior position in corporate
management in a Hong Kong listed company. Mr. Ho holds a
Master degree in Business Administration from the Hong Kong
University of Science and Technology and a Bachelor degree in
Business Administration (Accounting and Finance) from The
University of Hong Kong. He is registered as a Responsible Officer
under the Securities and Future Ordinance for Type 6 (advising on
corporate finance) regulated activities. Mr. Ho had worked with the
Group from 2003 to 2007 and rejoined in August 2011. He was
appointed as Executive Director on 2 January 2014.
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Independent Non-executive Directors

Dr. Wong Yun Kuen, aged 59, received a Ph.D. Degree from
Harvard University, and was “Distinguished Visiting Scholar” at
Wharton School of the University of Pennsylvania. He has worked
in financial industries in the United States and Hong Kong for many
years, and has considerable experience in corporate finance,
investment and derivative products. He is a member of Hong Kong
Securities and Investment Institute. Dr. Wong is the chairman and
an executive director of UBA Investments Limited, an executive
director of Ngai Shun Holdings Limited, a non-executive director of
China Sandi Holdings Limited and an independent non-executive
director of Sincere Watch (Hong Kong) Limited, DeTai New Energy
Group Limited (formerly known as Guocang Group Limited),
Kaisun Energy Group Limited, GT Group Holdings Limited
(formerly known as China Yunnan Tin Minerals Group Company
Limited) and Far East Holdings International Limited. Dr. Wong was
also an independent non-executive director of Bauhaus
International (Holdings) Limited from October 2004 to December
2016, Harmony Asset Limited from September 2004 to January
2015, Kong Sun Holdings Limited from April 2007 to November
2014, Huajun Holdings Limited (formerly known as New lIsland
Development Holdings Limited) from October 2010 to September
2014 and KuangChi Science Limited (formerly known as Climax
International Company Limited) from June 2007 to August 2014. All
the companies mentioned above are listed on Hong Kong Stock
Exchange. He joined the Group in June 2005.
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Mr. Lau Man Tak (“Mr. Lau”), aged 47, holds a Bachelor Degree
of Arts in Accountancy from the Hong Kong Polytechnic University.
He has more than 17 years of experience in finance and
accounting. He is an associate member of the Hong Kong Institute
of Certified Public Accountants, a fellow member of the Association
of Chartered Certified Accountants, a fellow member of the Hong
Kong Securities and Investment Institute and a fellow member of
The Hong Kong Institute of Directors. Mr. Lau is currently an
executive director and chairman of TEM Holdings Limited, a
company listed on the GEM of the Stock Exchange. He is also a
non-executive director and chairman of REF Holdings Limited, a
company listed on Main Board of the Stock Exchange. Mr. Lau was
an executive director, the chairman, authorised representative and
compliance officer of Aurum Pacific (China) Group Limited from
June 2012 to September 2014, which is a company listed on the
GEM of the Stock Exchange. He was also an independent non-
executive director of each of Kong Sun Holdings Limited from
September 2008 to April 2014, AMCO United Holdings Limited
from October 2010 to June 2015, KuangChi Science Limited from
March 2008 to September 2015, and Sincere Watch (Hong Kong)
Limited from June 2012 to December 2016, which are companies
listed on the Main Board of the Stock Exchange. He joined the
Group in October 2005.

Ms. Lo, Miu Sheung Betty (“Ms. Lo”), aged 55, is a qualified
solicitor in Hong Kong and has over 28 years of experience in
general legal practice, with specialisation in conveyancing,
commercial and probate laws. Ms. Lo has been in active practice
since qualification and is currently a consultant of Messrs. K.C. Ho
& Fong, Solicitors & Notaries. She graduated from The University
of Hong Kong with a Bachelor Degree in Laws (LL.B.) in 1985. She
also holds a Postgraduate Certificate in Laws (PCLL). Ms. Lo is an
independent non-executive director of Sincere Watch (Hong Kong)
Limited since 19 June 2012. She is currently an independent non-
executive director of AEON Stores (Hong Kong) Co., Limited since
8 November 2013. She was also an independent non-executive
director of Eagle Legend Asia Limited from March 2012 to
December 2014. The securities of all of these companies are listed
on the Main Board of the Stock Exchange of Hong Kong Limited.
She joined the Group in September 2016.
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Senior Management

Mr. Chan Chun Lam, aged 45, joined the Group on 4 April 2014
and is the Financial Controller and Company Secretary of the
Company. Mr. Chan holds a bachelor degree of Business
Administration in Accounting with honors from Hong Kong Baptist
University. Mr. Chan is a Certified Public Accountant (Practising)
and a fellow member of both the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants. Mr. Chan has worked for an International accounting
firm and a number of listed companies in Hong Kong. Mr. Chan
has over 20 years of professional experience in financial
management and auditing.

Ms. Chan Yin Tong Cynthia, aged 66, is a director of Kingston
Securities Limited. Ms. Chan is responsible for promotion, sales
and marketing, recruitment and training of sales representative of
Kingston Securities. Ms. Chan has extensive experience in
securities broking, compliance, administrative functions, activities
in underwriting new issues, equity capital markets and project
financing. Prior to joining the Group, she was the Dealing Director
and Responsible Officer of Wintech Securities Limited and Koffman
Securities Limited principally responsible for securities broking,
compliance and administrative functions. In addition, Ms. Chan
also undertook activities in underwriting new issues, equity capital
markets and project financing. Ms. Chan has been working in
international securities firms and investment banks in the 1980’s.
Ms. Chan worked in Merrill Lynch (FE) Limited in 1989 and
Standard Chartered Securities Limited in 1993 and was also the
Assistant Vice President of Prudential Bache Securities Hong Kong
Limited in 1997. She is very experienced with the operations of the
Hong Kong securities market. Ms. Chan is a registered
Responsible Officer under Type 1 (dealing in securities) regulated
activities. Ms. Chan joined the Group in February 2006.
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Mr. Wong Hip Keung Jimmy, aged 56, is the Director-Retail and
Corporate Sales of Kingston Securities Limited. Mr. Wong is
responsible for overseeing the dealing department which includes
both securities and futures products. He has a Bachelor Degree in
Accounting from the Golden Gate University in San Francisco, CA,
USA. With extensive experience in securities and capital markets,
he is specialised in securities & futures broking, compliance and
administrative functions. He is registered as a responsible officer
under Type 1 (dealing in securities) and Type 2 (dealing in futures
contracts) regulated activities. He joined the Group in October
1996.

Mr. Chan Kwun Wah Derek, aged 46, is the managing director of
Kingston Corporate Finance Limited. He is principally engaged in
leading and planning investment banking and financial
consultation services, including IPO sponsorship, structured
finance, merger & acquisitions, asset restructuring and corporate
governance advisory. He has earned over 18 years of experience
from a few renowned securities firms and global financial
institutions. He holds a Master of Business Administration in the UK
and a Bachelor’'s Degree in Business Administration in Canada. He
is registered as a responsible officer under the Securities and
Futures Ordinance for Type 1 & 6 activities. Mr. Chan had worked
with the Group from 2004 to 2008 and rejoined in January 2014.

Mr. Keung Kelvin, aged 43, is the director of Kingston Asset
Management. Mr. Keung is responsible for supervising the
operation of the Group’s asset management department and
making investment decisions on behalf of clients. Mr. Keung
graduated from the Macquarie University, Australia, with a
Bachelor Degree of Commerce. Mr. Keung possesses extensive
experience in the financial industry. Prior to joining the Group, Mr.
Keung was the director and Responsible Officer of the asset
management department of Emperor Capital Limited. Mr. Keung
was the dealing director of Fortune (HK) Securities Limited
(formerly known as Hong Tong Hai Securities Limited) and was
licensed as a Responsible Officer to carry on Type 9 (asset
management) and Type 1 (dealing in securities) regulated
activities. Mr. Keung is licensed as a Responsible Officer of
Kingston Asset Management under Type 9 (asset management)
regulated activity. Mr. Keung joined the Group in December 2006.
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EMOLUMENTS OF DIRECTORS AND THE FIVE
HIGHEST PAID INDIVIDUALS

Particulars of the Directors’ emoluments and of the five highest
paid individuals of the Group are set out in notes 16 and 17 to the
financial statements respectively.

DIRECTORS’ SERVICE CONTRACTS

Mrs. Chu Yuet Wah has entered into a service contract with the
Company for an initial term of 3 years which commenced on 1 April
2014, and will continue thereafter until terminated by either party
by giving not less than 6 months’ written notice.

All Non-executive Directors have executed a letter of appointment
with the Company for a term of one year which commenced on 1
April 2017, and subject to compliance with relevant requirements
of the Listing Rules, and will continue thereafter until terminated by
either party by giving not less than three months’ written notice.

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

As at 31 March 2017, none of the Directors are interested in any
business, apart from the Group’s businesses, which competes or
is likely to compete, either directly or indirectly, with the businesses
of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

Saved as disclosed in note 46 to the financial statements, no
contracts of significance to which the Company or any of its
subsidiaries was a party in which any Director had a material
interest, whether directly or indirectly, subsisted at the end of the
year ended 31 March 2017 or at any time during the year.
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MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year ended 31 March 2017.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SECURITIES

At 31 March 2017, the following Directors had interests or short
positions in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of
Part XV of the SFO) which would be required (a) to be notified to
the Company or the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the
SFO); or (b) pursuant to section 352 of the SFO, to be entered in
the register referred to therein; or (c) to be notified to the Company
and the Stock Exchange pursuant to the requirements of the Model
Code for Securities Transactions by Directors of Listed Companies:

Long positions in the Shares:

Number of shares
of the Company

AR R R EE

Personal Corporate

Name of Directors Interests Interests
EENE B A RE 2= A v
Mrs. Chu Yuet Wah - 8,607,603,895
FRELL (Note 1)
(Btat1)

Mr. Chu, Nicholas Yuk-yui - 8,607,6083,895
KRB E (Note 1)
(Kyat1)

EEEH
BE_Z—tF=A=1T—"BLLEFE  AQF#H
EREBAENERBYERBRIT X BERNE
BRITHRAEH

EERERITHRAEREZ 2ERER
KRB

RZF—tF=ZA=1+—8 SEFENARFLRK
HiRxE (E& RESF B GERPIEXVER) 2k
7~ HEROHEST - B (REEF IS
EPIEXVERE 7 R FE 8N BAME AN R BRI
Pz T s sk e (BRRIERE R ARG 2
FEXWEFLRBHE A 2BBZIAR) (DR
IRE S M BB RPIE 352 (R B RL A Z G X Pt &
Mz EMREIAR RO RELTARTES
ETELRSHNFEETRREAMNGARF L E
Rt ARSI RIT -

Bip 1T
No. of
underlying Approximate
shares of the percentage of
Company Total shareholding
PR EL B
R&GEBE B REBFD
3,750,000,000 12,357,603,895 90.77%
(Note 2)
(Htat2)
3,750,000,000 12,357,603,895 90.77%
(Note 2)
(Bfaz2)
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Notes:

(1) As at 31 March 2017, of the 8,607,603,895 shares, 1,894,699,896
shares are held by Sure Expert Limited, 15,939,999 shares are held
by Kingston Capital Limited and 6,696,964,000 shares are held by
Active Dynamic Limited, all of which are controlled by Mrs. Chu Yuet
Wah (“Mrs. Chu”). Mr. Chu, Nicholas Yuk-yui (“Mr. Chu”), the spouse
of Mrs. Chu, is deemed to be interested in these 8,607,603,895
shares.

(2) As at 31 March 2017, Mrs. Chu, through Active Dynamic Limited
held 3,750,000,000 convertible preference shares conferring rights
to subscribe for up to HK$3,000,000,000 in aggregate in cash for
3,750,000,000 new shares at the conversion price of HK$0.80
(subject to adjustments) per share. Mr. Chu is deemed to be
interested in the 3,750,000,000 underlying shares held by Mrs. Chu.

Save for those disclosed above, no interests and short positions
were held or deemed or taken to be held under Part XV of the SFO
by any Director or the Chief Executive of the Company or their
respective associates in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to
be notified to the Company and the Stock Exchange pursuant to
Part XV of the SFO or pursuant to the Model Code or which are
required pursuant to Section 352 of the SFO to be entered in the
register referred to therein.

DIRECTORS’ RIGHT TO ACQUIRE SHARES
AND DEBENTURES

Save as disclosed in the section “Directors’ and Chief Executive's
interests and short positions in securities”, at no time during the year
ended 31 March 2017 was the Company or any of its associated
corporations a party to any arrangement to enable the Directors or
Chief Executive of the Company to acquire benefits by means of the
acquisition of shares in, or underlying shares in, or debentures of,
the Company or any other body corporate, and none of the Directors
or Chief Executives, nor any of their spouses or children under the
age of 18, had any rights to subscribe the securities of the
Company, or had exercised any such rights during the year.

Kingston Financial Group Limited
Annual Report 2017
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SUBSTANTIAL SHAREHOLDERS

As at 31 March 2017, the register of substantial shareholders
maintained by the Company pursuant to section 336 of the SFO
shows that, the following shareholders had notified the Company
of relevant interests and short positions in the issued share capital
of the Company:

Number of shares
of the Company
RARRGBEE
Personal Corporate

Name of Shareholders Interests Interests

BRERB, 1H

8 A RS DNEERE

Sure Expert Limited - 1,894,699,896

(Note 1)(Kt7E 1)

Active Dynamic Limited - 6,696,964,000
(Note 2) (K7t 2)

Better Sino Limited (Note 3) - 1,125,000,000

EBEBRAR (ME3)

Mr. Lee Wai Man (Note 3) 18,852,000 1,530,750,000

FENEAE(KE3) (Note 4)
(Btat4)

Notes:

(1) Sure Expert Limited is wholly and beneficially owned by Mrs. Chu.
The interests of Mrs. Chu and Sure Expert Limited in the Company
are stated under the section headed “Directors’ and Chief
Executive’s interests and short positions in securities” above.

(2)  Active Dynamic Limited is wholly and beneficially owned by Mrs.
Chu. The interests of Mrs. Chu and Active Dynamic Limited in the
Company are stated under the section headed “Directors’ and Chief
Executive’s interests and short positions in securities” above.

(3)  Better Sino Limited is wholly and beneficially owned by Mr. Lee Wai
Man (“Mr. Lee”), the father of Mrs. Chu.

(4) As at 31 March 2017, of the 1,530,750,000 shares, 405,750,000
shares are held by Choose Right Limited. 1,125,000,000 shares are
held by Better Sino Limited. Both companies are wholly and
beneficially owned by Mr. Lee.

Save for those disclosed above, the Company has not been
notified of any other relevant interests or short positions in the
issued share capital of the Company as at 31 March 2017.

FERR

R-ZZE—tF=A=1+—H BEARAREES
KB GAIFEIBHREFEZ T ERRELM
BR - TIBRREHMEARRE  RRENAQA
BERITRATHEBREER SRR ¢

No. of
underlying Approximate
shares of the percentage of
Company Total shareholding
A F]HEE 4
ROEE By REFD
- 1,894,699,896 13.92%
3,750,000,000 10,446,964,000 76.73%
- 1,125,000,000 8.26%
- 1,549,602,000 11.38%

et

(1) Sure Expert Limited HE X 1+ 2 EEmtifH - F
%4 J Sure Expert Limited R K 2 5] 2 #Ez # 10
FX[EBRBRTERAEBRES ZEBSRAR]
—fF o

(2)  Active Dynamic Limited HZE X+ 2 Z Hwsthf °
ZF %4+ J% Active Dynamic Limited AR 2 &2 # 75
HREX[EERERITHABREFRZ K

KB —FF -

(3) EEBRAABFRLZRFFEXEE(FE
)2 EEmHER -

(4) R-F—+#E=A=+—H  11530,750,000 %
A& 17 # - 405,750,000 /% % 17 1 Choose Right
Limited#£ 7 - i 1,125,000,000 % B% 1% Al B 1£ &
BRAGIFE - MIRAGIH TR LT EE

%o
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RETIREMENT BENEFITS SCHEME

Particulars of the retirement benefits scheme of the Group are set
out in note 34 to the financial statements.

CONNECTED TRANSACTION

1.

14

Continuing Connected Transactions — Provision
of Financial Services

On 13 August 2013, Sincere Watch and Kingston entered
into the Master Agreement which provides the framework
within which the SW Group may engage the Kingston Group
to provide Services to the SW Group from time to time for a
fixed term commencing on the date of the Master Agreement
up to 31 March 2016.

Renewal of Continuing Connected Transactions:
Provision of Brokerage and Financial Services

The terms of the Previous Brokerage Services Agreement
and the Previous Financial Services Agreements expired on
31 March 2017. In order for the Group to continue to provide
brokerage and financial services to the Relevant Directors
and their respective associates (where applicable), on 17
February 2017, (i) Kingston Securities and Kingston Futures
entered into the 2017 Brokerage Services Agreement with
the Chu & Li’'s Family for provision of brokerage services and
(i) Kingston Securities has entered into the 2017 Chu & Li's
Family Financial Services Agreement with the Chu & Li's
Family and the 2017 Financial Services Agreement with Mr.
Ho for provision of financial services for a term of three years
commencing from 1 April 2017 to 31 March 2020.

Details were set out in the Company’s announcement dated
17 February 2017 and circular dated 8 March 2017.

Details of the connected transactions entered into by the
Company during the year are set out in note 46 to the
financial statements.

Kingston Financial Group Limited
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EVENTS AFTER THE REPORTING PERIOD

There is no important event affecting the Group that had occurred
since 31 March 2017 and up to the date of this annual report.

RELATED PARTY TRANSACTIONS

Details of the material related party transactions undertaken by the
Group in its normal course of business are set out in note 46 to the
financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report.

AUDITORS

The financial statements for the year ended 31 March 2017 of the
Company have been audited by BDO Limited, who will retire and,
being eligible, offer themselves for re-appointment at the
forthcoming annual general meeting.

On behalf of the Board

Chu, Nicholas Yuk-yui
Chairman

Hong Kong, 29 June 2017
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INDEPENDENT AUDITOR'S REPORT

B AZBEN RS

|IBDO

E|EE 1 +852 2218 8288
{5H : +852 2815 2239

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EETHEPI1155
JkZH25588

www.bdo.com.hk

TO THE SHAREHOLDERS OF
KINGSTON FINANCIAL GROUP LIMITED
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Kingston
Financial Group Limited (“the Company”) and its subsidiaries
(together “the Group”) set out on pages 84 to 196, which comprise
the consolidated statements of financial position as at 31 March
2017, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 March 2017, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the “Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements” section of our report. We are independent of the
Group in accordance with the HKICPA’s “Code of Ethics for
Professional Accountants” (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

75 Kingston Financial Group Limited
Annual Report 2017
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.

Impairment of Goodwill

As at 31 March 2017, as a result of its acquisition of Kingston
Capital Asia Limited in 2011, the Group had goodwill of HK$10,997
million relating to the cash-generating units engaged in securities
dealings, underwriting and placements, margin and IPO financing
services and corporate finance advisory services.

Management concluded that there is no impairment on goodwill.
This conclusion was based on a value in use model that required
significant management judgement with respect to the discount
rate and the underlying cash flows, in particular future revenue
growth. An independent external valuation was obtained in respect
of the impairment assessment on goodwill in order to support
management’s estimates.

We identified the impairment of goodwill as a key audit matter
because of the significant judgement involved in the determination
of recoverable amounts and the significance of carrying amounts

of goodwill to the Group’s consolidated financial statements.

Refer to Note 19 to the consolidated financial statements and the
accounting policies on Note 4 (d).

Our response:

Our procedures in relation to management’s impairment
assessment of goodwill included:

— Evaluating the independent external valuers’ competence,
capabilities and objectivity;

—  Assessing the valuation methodology;
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KEY AUDlT MATTERS (continued)

Impairment of Goodwill (continued)

—  Challenging the reasonableness of key assumptions based
on our knowledge of business and industry; and

— Reconciling input data to supporting evidence, such as
approved budgets and considering the reasonableness of
these budgets.

Impairment of Advances to Customer in Margin
Financing

As at 31 March 2017, the Group had HK$19,469 million of
advances to customers in margin financing.

Management regularly reviewed the recoverability of advances to
customers in margin financing and made impairment when
required. This conclusion was based on the repayment status,
likelihood of full settlement and the fair value of pledged securities.

We identified the impairment of advances to customers in margin
financing as a key audit matter because of the significant
judgement involved and the significance of the carrying amounts
to the Group’s consolidated financial statements.

Refer to Note 25 to the consolidated financial statements and the
accounting policies on Notes 4(h)(ii).

Our response:
Our procedures in relation to management’s impairment
assessment of advances to customers in margin financing

included:

— Reviewing the fair value of pledged securities, repayment
history and financial background of customers;

—  Performing substantive tests on subsequent settlements;

— Reviewing the Group’s policy and practice in respect of
provision for doubtful debts.

Kingston Financial Group Limited
Annual Report 2017
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KEY AUD'T MATTERS (continued)

Contingent Liability

During the year, the Group was in dispute with the Macau Financial
Services Bureau about tax assessments on gaming revenue
generated by the Group’s two subsidiaries, amounted to HK$96
million. The Group lodged objection to the Macau Financial
Services Bureau and submitted petitions to the Macau Court in
making appeals against the tax assessments under dispute.

No provision was recorded at 31 March 2017 for the tax disputes
as the management considered that such liability crystallisation is
not probable.

We identified contingent liability as a key audit matter because of
its significance to the consolidated financial statements and it
required the application of significant judgement related to the
probability of the success of the court appeal.

Refer to Note 44 to the consolidated financial statements and the
accounting policies on Note 4(n).

Our response:
Our procedures in relation to the contingent liability included:

— Discussing with management to understand the nature of
dispute and reviewing correspondence with Macau Financial
Services Bureau and the Court;

— Obtaining a letter from the Group’s external legal counsel
regarding the progress of litigation, including the view of the
legal counsel on the probable outcome of the litigation and
the magnitude of potential exposure.
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OTHER INFORMATION IN THE ANNUAL
REPORT

The directors are responsible for the other information. The other
information comprises the information included in the Company’s
annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of consolidated
financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The directors are also responsible for overseeing the Group’s
financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

8[] Kingston Financial Group Limited
Annual Report 2017
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. This report is made
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act 1981, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

— ldentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional missions, misrepresentations, or
the override of internal control.

— Obtain an understanding of internal control relevant to the
audit 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 Group’s internal
control.

— Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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INDEPENDENT AUDITOR'S REPORT

B AZBEN RS

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL

ST

ATE M E NTS (continued)

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditor’'s report to the related
disclosures in the consolidated financial statements or if,
such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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INDEPENDENT AUDITOR'S REPORT

B A2 HEN RS

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with the directors, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public
disclosure about the matter of when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

BDO Limited

Certified Public Accountants

Lee Ka Leung, Daniel

Practising Certificate Number P01220

Hong Kong, 29 June 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
FeBnkEMmEERER

For the year ended 31 March 2017 HE—_ZE—+F=A=+—BHIL-FE

2017 2016

—E—+F S AN S

HK$°000 HK$'000

FET FET

Revenue U =& 7 2,878,897 3,115,050

Other income Eblg A 8 29,743 45,490

2,908,640 3,160,540

Inventory consumed FrfEATE (21,871) (23,296)

Staff costs B TR 9 (274,407) (253,264)

Gaming commission BEAe (91,470) (114,479)

Broker commission Lrfe (46,955) (130,801)
Interest expenses for securities brokerage, BELL  BHEEEE
underwriting and placements, margin and RESRERAMRES

IPO financing operations BB FBEFX (247,090) (203,395)

Depreciation e (118,001) (144,054)

Impairment loss on advances to customers AEFPBMNRETRE

in margin financing B E R (58,754) (7,995)

Administrative expenses THAX (110,856) (102,326)

Other operating expenses Hih & &5 (153,619) (141,077)

(1,123,023) (1,120,687)

Finance income BE WA 8,139 6,935
Finance cost BB K 10 (20,200) (20,200)
Fair value gain on held for trading HEEEREZATE
investments Wz 19,665 12,056
Exchange gain b 5 e 2,736 5,561
Share of results of joint ventures SIEEEHEEE 21 - (1)
Amortisation 5 20 (14,132) (14,132)
(3,792) (9,781)
Profit before taxation B BTV A 12 1,781,825 2,030,072
Taxation 1E 11 (289,242) (326,7606)
Profit for the year FRER 1,492,583 1,703,306
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
QTHER CUMPREPJNSWE;NCUME
e B 2H

For the year ended 31 March 2017 #HZ—

3N

—tF=A=t—BLLFE

2017 2016
—E—+F —E—RF
HK$’000 HK$'000
F#ET FET
Profit for the year F N A 1,492,583 1,703,306
Other comprehensive income HE2mEmiA 15
Item that will not be reclassified to BreamosBEEny
profit or loss: HH
Deficit on revaluation of leasehold land SEHEHETHEEF
and buildings it (172,486) (618,100)
ltem that may be reclassified subsequently to HE R geEFHDETIER
profit or loss: HA -
Unrealised gain/(loss) arising from AEHERERNTEES
change in fair value of available-for-sale EEZAERWE
investments (E518) 108 (490)
Other comprehensive loss for the year, FRNEMEEERE -
net of tax MBRTIIE (172,378) (618,590)
Total comprehensive income for the year FR2EWALLLE 1,320,205 1,084,716
Profit for the year attributable to: EAEREF
Owners of the Company PIN/NSIEZ SN 1,484,943 1,700,374
Non-controlling interests IEFEAE i R 7,640 2,932
1,492,583 1,703,306
Total comprehensive income EhRE2EBRAELE :
attributable to:
Owners of the Company ViN/NETEZ =N 1,312,565 1,081,784
Non-controlling interests IR 7,640 2,932
1,320,205 1,084,716
Earnings per share (cents per share) BREFR (FRA) 14
— Basic — H AR 8.55 9.79
— Diluted — 8 8.55 9.79

SHELREBEFRA
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FREMEBIRRR

As at 31 March 2017 R=—ZE—+F=HA=+—H

31.3.2017 31.3.2016
- —TRF
=AR=+—H =HA=+—H
HK$°000 HK$'000
F#ET THIT
Non-current assets FEREBEE
Property, plant and equipment ME - WE MK 18 2,799,525 3,090,037
Deferred tax assets RIERIAE E 36 - 6,107
Statutory deposit for financial SRRBEL 2
services business FEES 7,147 5,243
Goodwill a2 19 10,996,683 10,996,683
Intangible assets Wi EE 20 280,289 294 421
14,083,644 14,392,491
Current assets REEE
Inventories FE 22 2,322 2,727
Available-for-sale investments A HERE 23 548 440
Held for trading investments BIEEBHRE 24 134,955 114,921
Advances to customers in margin MEFPASREBSHE
financing 25 19,468,948 18,443,165
Trade and other receivables B 5 REMERER 26 151,920 198,345
Tax recoverable AT B I8 44 97,231 37,607
Cash and bank balances Re RIRTTEEH
— held on behalf of customers — REFEH 27 2,410,359 1,569,493
Cash and bank balances He MIRTTEH
— general accounts — —RERP 28 304,762 169,339
22,571,045 20,536,037
Current liabilities REAE
Trade and other payables B 5 REMEIRR 29 2,616,461 1,752,015
Amounts due to shareholders FERRE R FR 1B 30 2,311,911 2,321,911
Loan from a related company KE—REEANTIER 31 7,948,861 7,179,238
Subordinated loans BIEBEZR 32 700,000 700,000
Bank loans BITER 33 2,005,834 2,616,000
Tax payable & A8 59,623 200,559
15,642,690 14,769,723
Net current assets RBEEFE 6,928,355 5,766,314
Total assets less current liabilities HWEERABEE 21,011,999 20,158,805
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FREMBIRRR

As at 31 March 2017 R=—ZE—+F=HA=+—8H

31.3.2017 31.3.2016
—E—+F —E—RF
=A=+—H =HA=+—H
HK$°000 HK$'000
FET TFET
Non-current liabilities kRBEE
Bank loans IRITER 33 1,230,000 1,320,000
Deferred tax liabilities FEERIEAE 36 180,861 210,582
Total non-current liabilities ERBEERTE 1,410,861 1,530,582
Total liabilities BEHAEE 17,053,551 16,300,305
Net assets EEZFHE 19,601,138 18,628,223
Capital and reserves EXK#E
Share capital — ordinary shares AR — E@ik 37 272,290 272,290
Share capital — non-redeemable fR 7R — ] B Bl AT R 2 5 IR
convertible preference shares 37 75,000 75,000
Reserves (G 19,233,977 18,268,702

Total equity attributable to owners of QA TFEE AEGESHALE

the Company 19,581,267 18,615,992
Non-controlling interests R ER 19,871 12,231
Total equity A 19,601,138 18,628,223
On behalf of the Board REEZR
Chu, Nicholas Yuk-yui Chu Yuet Wah
KRB ZHE
Director Director
EF EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AREEDR

For the year ended 31 March 2017 HZE—-Z—+F=A=+—HIEE

Equity attributable to owners of the Company

LG 2N I 43
Share
capital —
non-
redeemable
Share capital ~ convertible Share Capital Property  Investment  Exchange Non-
—ordinary  preference premium  redemption  Contributed  revaluation  revaluation  fluctuation Retained controlling
shares shares account reserve surplus reserve reserve reserve earnings Total interest  Total equity
Bx—
TARE
& — TR Rt &4EE nE REEfT  EXRY
EER Bk HER 4 2 Eftfif i fE  REEA & FERES
(Note 38 ) (Note 38) (Note 38) (Note 38)
HK$'000 HKS' 000 HK$ 000 i HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AL ; 7 AL TAT BT TAT
At1 April 2015 R=B-1%5MA-A 242,290 105,000 11,739,980 466 814 2,225,936 1,842 (23,169)  3241,049 17,534,208 19299 17,553,507
Profit for the year )5l - - - - - - - - 1700374 1,700,374 2932 1,703,306
Other comprehensive income ~ £REHZEMNA
for the year - - - - - (618,100) (490) - - (618,590) - (618,590)

Total comprehensive income ~~ FRZANAEE

for the year - - - - - (618,100) (490) - 1,700,374 1,081,784 2932 1,084,716
Realised upon depreciation RIBREFEREE

based on revalued amountof  FMTEREHE

land and building - - - - - (63,568) - - 63,568 - - -
Shares conversion RireEsn 30,000 (30,000) - - - - - - - - - -
Payment of dividends to HiF BREREARS

non-controlling interests - - - - - - - - - - (10,000) (10,000)
At31 March 2016 RZB-AF

=fA=1-A 212,290 75000 11,739,980 466 814 1,544,268 1352 (23169) 5004991 18615992 12231 18,628,223

At1 April 2016 WZE-REMA-A 272,290 75,000 11,739,980 466 814 1,544,268 1,352 (23,169) 5,004,991 18,615,992 12231 18,628,223
Profitfor the year ERET - - - - - - - - 1484943 1484943 7640 1492583
Other comprehensive income R EHZERA

for the year = = = = - (172486) 108 = - (112378) - (112378)

Total comprehensive income £ A2 ENAHE

for the year - - - - - (172,486) 108 - 1,484,943 1,312,565 7,640 1,320,205
Realised upon depreciation BRI REFERLH

based on revalued amountof ~ FMTERER

land and buiding - - - - - (45,472) - - 45472 - - -
Payment of dividend ERRE - - - - - - - - (47,200) (347,290 - (347,290

At 31 March 2017 it St 3
ZB=t-B 272,290 75000 11,739,980 466 814 12326310 1,460 (23,169) 6,188,116 19,581,267 19871 19,601,138
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CONSOLIDATED STATEMENT OF CASH FLOWS

melRTRER

For the year ended 31 March 2017 HE—_ZE—+F=A=+—BILFE

Cash flows from operating activities

REXBRERLRE

2017

S
HK$’000
T

2016
ZE—RF
HK$’000
FET

Profit before taxation R A A 1,781,825 2,030,072
Adjustments for: M TIFIBELFHE
Share of loss of joint ventures DhEETEEE = 1
Finance cost BhE RN 20,200 20,200
Finance income mE WA (8,139) (6,935)
Dividend income & B U A (265) (1,319)
Amortisation s 14,132 14,132
Depreciation e 118,001 144,054
Gain on disposal of property, plant and HEME - HE REE W=
equipment (300) -
Write off of property, plant and equipment Y% - B K% R 2 -
Impairment losses on advances to customers in - [AEF A RELBMEANE S
margin financing, trade and other receivables & E Ath fE AR SR 2R B 18 58,754 7,995
Bad debts written-off/(recovery) ZERMER, (U ) 1,401 (7,022)
Fair value gain on held for trading investments BIEEERE 2 A FEKZE (19,665) (12,056)
Operating profit before working capital changes & & & Z &) Al 2 & L% F 1,965,946 2,189,122
Decrease in inventories FERD 405 538
Increase in held for trading investments BEEEEREEMN (369) (64,221)
(Increase)/decrease in statutory deposit for SRMEB AT ERS (M),
financial business b (1,904) 3,029
Increase in advances to customer in margin MEFPAMRESHEUNNES
financing and trade and other receivables K E A E U AR FRAZ N (1,039,513) (4,198,936)
Increase in cash and bank balances R RIBITAERRIE M
— held on behalf of customers — REFPHEE (840,866) (362,309)
Increase/(decrease) in trade and other B 5 MEA MR
payables 1200, O ) 864,446 (79,628)
Cash generated from/(used in) operations EEISETE/(FTR)BR: 948,145 (2,512,405)
Income taxes paid EFTSE (489,896) (272,830)
Net cash from/(used in) operating activities REEIEE (FrA) RS FE 458,249 (2,785,235)
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CONSOLIDATED STATEMENT OF CASH FLOWS

melRTRER

For the year ended 31 March 2017 HE—_ZE—+F=A=+—BHIL-FE

Cash flows from investing activities
Payment for the purchase of property,

REFHMERLAE
XNBEME BELRHBER

2017
—E—+tF
HK$’000
FHET

2016
ZE—RF
HK$000
FBT

plant and equipment (23,497) (9,485)
Proceeds from disposal of property, TEHEDE  MEMKREE
plant and equipment IE 300 -
Interest received B U F 8 8,139 6,935
Dividend received B U B 265 1,319
Net cash used in investing activities WEEBMARS F58 (14,793) (1,231)
Cash flows from financing activities METHAERERE
Decrease in amounts due to shareholders R 1~ S BR SR TR > (10,000) (99,000)
Increase in loan from a related company KE—FKEBEATEIILM 769,623 1,741,273
Repayment of from bank borrowings BBIRTTIEE (700,166) (428,500)
Interest paid BAFE (20,200) (20,200)
Dividend paid B E (347,290) -
Dividend paid to non-controlling interests BT IR R R AR B = (10,000)
Net cash (used in)/from financing activities BEES (FTH), /P33 58 (308,033) 1,183,573
Net increase/(decrease) in cash and BeRRESSEER M, CR)
cash equivalents ecd-cl 135,423 (1,602,893)
Cash and cash equivalents at beginning of year F#HE& MIEESEEER 169,339 1,772,232
Cash and cash equivalents at end of year FRBERINSEEEE (MFF28)
(note 28) 304,762 169,339
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

CORPORATE INFORMATION

The Company was incorporated as an exempted company
with limited liability in Bermuda on 10 April 1996 under the
Companies Act 1981 of Bermuda. The Company’s shares
have been listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) since 23 July 1996. The
address of its registered office and principal place of
business of the Company are Clarendon House, 2 Church
Street, Hamilton HM11, Bermuda and Suite 2801, 28th Floor,
One International Finance Centre, 1 Harbour View Street,
Central, Hong Kong, respectively.

ADOPTION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSs”)

(a) Adoption of new/revised HKFRSs — effective
1 April 2016

HKFRSs (Amendments)  Annual Improvements

2012-2014 Cycle
Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS 16 Clarification of Acceptable

and HKAS 38 Methods of Depreciation
and Amortisation

Amendments to HKAS 27 Equity Method in Separate
Financial Statements
Amendments to HKFRS 11 Accounting for Acquisitions
of Interests in
Joint Operations
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

92

ADOPTION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSs”)

(continued)

(a) Adoption of new/revised HKFRSs — effective
1 ApriI 2016 (continued)

Amendments to HKAS 1 — Disclosure Initiative

The amendments are designed to encourage entities to
use judgement in the application of HKAS 1 when
considering the layout and content of their financial
statements.

Included in the clarifications is that an entity’s share of
other comprehensive income from equity accounted
interests in associates and joint ventures is split
between those items that will and will not be reclassified
to profit or loss, and presented in aggregate as a single
line item within those two groups.

The adoption of the amendments has no impact on
these consolidated financial statements.

Amendments to HKAS 16 and HKAS 38 —
Clarification of Acceptable Methods of Deprecation
and Amortisation

The amendments to HKAS 16 prohibit the use of a
revenue-based depreciation method for items of
property, plant and equipment. The amendments to
HKAS 38 introduce a rebuttable presumption that
amortisation based on revenue is not applicable for
intangible assets. This presumption can be rebutted if
either the intangible asset is expressed as a measure
of revenue or revenue and the consumption of the
economic benefits of the intangible asset are highly
correlated. The amendments are applied prospectively.

The adoption of the amendments has no impact on
these consolidated financial statements as the Group
has not previously used revenue-based depreciation
methods.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(continued)

(a) Adoption of new/revised HKFRSs — effective
1 April 2016 (continued)

Amendments to HKAS 27 — Equity Method in
Separate Financial Statements

The amendments allow an entity to apply the equity
method in accounting for its investments in
subsidiaries, joint ventures and associates in its
separate financial statements. The amendments are
applied retrospectively in accordance with HKAS 8.

The adoption of the amendments has no impact on
these financial statements of the Company as the
Company has not elected to apply the equity method in
its separate financial statements.

Amendments to HKFRS 11 — Accounting for
Acquisitions of Interests in Joint Operations

The amendments require an entity to apply the relevant
principles of HKFRS 3 Business Combinations when it
acquires an interest in a joint operation that constitutes
a business as defined in that standard. The principles
of HKFRS 3 are also applied upon the formation of a
joint operation if an existing business as defined in that
standard is contributed by at least one of the parties.
The amendment is applied prospectively.

The adoption of the amendments has no impact on
these consolidated financial statements as the Group
has not acquired or formed a joint operation.

2 RHBEBMBHREEN(FEY
HHREER )

(a)

RAF]RIETERBERE
2B ——F—-XENA—AHiE
=3 4¢ )
ERSTERFE27THR 2B — B
BT 2 ERE
ZEBRTEENEB YT BRE
RAHRERMEBRAR 8805 REE

P =
RAZKREARRERERE - %F

ERICIRBER BT ERIF SR EN
R

E2DENYNCTIN IS AV By R s
ERERE RMZFEITHZE
RAFEHRRALBRE -

ERMBHRERENE R 2B —
BEeEEKER R
HZEEIREERNUBAEEK
i MAEXEBBREEW R
EREAUEIFR [ XHAIREZE
Bl BARMAZENZAEERA - [
B WERIER—TEERERBR
HFEAFIFARECREES - Al
R 2 RAITR AL A & A5 05 R
Ao ZEERICIRAEREEREM -

RN SR B S WS SR L B TS
RAZFEITHZREREMBRRL

=/ 4
EmRE -

SHELREBFRAQA]
“E—FEFER

93



NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

2 ADOPTION OF HONG KONG FINANCIAL 2 RMERUBREEN(ERN

REPORTING STANDARDS (“HKFRSs”) B EEA ) =)
(continued)
(b) New/revised HKFRSs that have been issued (b) BREMEEKRERZHT KB
but are not yet effective A BB BEHREEA
The following new/revised HKFRSs, potentially relevant BARSEBHRERUTELEE AT
to the Group’s financial statements, have been issued, RG] BB TGRS ERIE M
but are not yet effective and have not been early BEAREY - BASEVERTRN -
adopted by the Group. The Group’s current intention is REE B RIABEREEEA AR E
to apply these changes on the date they become FABRBES -
effective.
Amendments to HKAS 7 Disclosure Initiative’ BB EL wEE
BT AEE]
Amendments to HKAS 12 Recognition of Deferred BEGTEL MABHBHIEHER
Tax Assets for F129285] EEMIBAEE'
Unrealised Losses'
Amendments to HKFRS 2 Classification and BRI E VARR (9 R ATl 2
Measurement of AERIZE 257 XN G 2o
Share-Based Payment pd ) N
Transactions?
HKFRS 9 Financial Instruments? BEMESRE SRITA?
ERIFE 95
HKFRS 15 Revenue from Contracts BRI E BPE 2
with Customers? AERIZE 155
Amendments to Revenue from Contracts BN BHE BPEHKE (B
HKFRS 15 with Customers ZERIZE 1558 T S 4R
(Clarifications to ZAEET F155 2 EIF)?
HKFRS 15)?
HKFRS 16 Leases® BANBHE feEs
AR 165
Amendments to Sale or Contribution of BN BHE HEFEEEBEAN
HKFRS 10 and Assets between an ZERIZE 1055 & AHAEEM
HKAS 28 Investor and its BEgEL BEHEHTAL
Associate or Joint F 2858 2187
Venture*
1 Effective for annual periods beginning on or after 1 1 R-F—+F—A—HIKERFGZ
January 2017 F[Z R £
2 Effective for annual periods beginning on or after 1 2 R-F—-NFE—A—HIKERFGZ
January 2018 F[Z R £
3 Effective for annual periods beginning on or after 1 8 R-F—NF—A—HIALERFEGZ
January 2019 F[Z R £
4 The amendments were originally intended to be effective ¢ ZEGCFRER-_F—~F—H—H
for periods beginning on or after 1 January 2016. The LA 18 Fita 2 BETAER - X0 H BIH
effective date has now been deferred/removed. Early BIHLE "Bl o ZE(E5THER R
application of the amendments continue to be PR -
permitted.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(continued)

(b) New/revised HKFRSs that have been issued
but are not yet effective (continuea)
Amendments to HKAS 7 — Disclosure Initiative

The amendments introduce an additional disclosure
that will enable users of financial statements to evaluate
changes in liabilities arising from financing activities.

Amendments to HKAS 12 — Recognition of Deferred
Tax Assets for Unrealised Losses

The amendments relate to the recognition of deferred
tax assets and clarify some of the necessary
considerations, including how to account for deferred
tax assets related to debt instruments measured of fair
value.

Amendments to HKFRS 2 — Classification and
Measurement of Share-Based Payment
Transactions

The amendments provide requirements on the
accounting for the effects of vesting and non-vesting
conditions on the measurement of cash-settled share-
based payments; share-based payment transactions
with a net settlement feature for withholding tax
obligations; and a modification to the terms and
conditions of a share-based payment that changes the
classification of the transaction from cash-settled to
equity-settled.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(continued)

(b) New/revised HKFRSs that have been issued

but are not yet effective (continued)

HKFRS 9 — Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business model
whose objective is to hold assets in order to collect
contractual cash flows (the business model test) and
that have contractual terms that give rise to cash flows
that are solely payments of principal and interest on the
principal amount outstanding (the contractual cash flow
characteristics test) are generally measured at
amortised cost. Debt instruments that meet the
contractual cash flow characteristics test are measured
at Fair Value Through Other Comprehensive Income
(“FVTOCI”) if the objective of the entity’s business
model is both to hold and collect the contractual cash
flows and to sell the financial assets. Entities may make
an irrevocable election at initial recognition to measure
equity instruments that are not held for trading at
FVTOCI. All other debt and equity instruments are
measured at Financial Assets and Liabilities at Fair
Value Through Profit or Loss (“FVTPL”").

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at FVTPL
replacing the incurred loss model in HKAS 39 and new
general hedge accounting requirements to allow
entities to better reflect their risk management activities
in financial statements.

HKFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from HKAS 39, except for financial liabilities designated
at FVTPL, where the amount of change in fair value
attributable to change in credit risk of the liability is
recognised in other comprehensive income unless that
would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39
for derecognition of financial assets and financial
liabilities.

95 Kingston Financial Group Limited
Annual Report 2017

RMWEBMBREERN(FRY
HHmEER )

(b) EHEMEMRER T RIE

RAIEAMKEHREER @)
ERMKRELERFEIE —SMITE
BERVEREELFEORIIERFHES
MEEDHERFEZHER - REK
EXFAEMEMABKBREGHNRE R
B TEESEXIH) UEEEE
HeERMEZAENERAEEAI IR
MAREBEREHMEZ2EHRTA(GLR
SREFEFENG) » — IR AT
B WZEREBEAZBENAEE
FIEBAEHREREARTEESRHE
EAfeedRenEaBEilae
B TEERAFEFAEZMEZEKZE
([TBAFEFAEMEARRZ]D Z2H
NETE - BRAANKVERFIELT
AIEEE BB NIRRT EFTAEM
2HRAZ ARG ELIEFIEEE 2
EATH - fiEEMEREBRATA
BEAFEFABE(EAFERTA
Bm)itE2zemEERAE -

FRMBHREEREIRAIL IR A
FEAABSZIAFEZAESR
BEMASGH 2 BHRERREZRN
BRBBGFHERNERIEELE
BEREA - YEESHHZ R &5
BME UREEBRYHREEERBR
HEREIRES -

BEMBRELENFEORERTES
FHERIEIFIE T R A E 2R
DHERFTERTE - EREERAFER
ABmZEBABRIN MABEER
RieE8s B A TFEESHEENE
2 ERARER - BRIFGELEREX
SRFEEECRIMERE  BHN - BAMH
HBELAFORREET B G ERE
MR IEREMEEREMAEL
FE °



NOTES TO THE FINANCIAL STATEMENTS

SRR oL

2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(continued)

(b) New/revised HKFRSs that have been issued
but are not yet effective (continuea)
HKFRS 15 — Revenue from Contracts with
Customers
The new standard establishes a single revenue
recognition framework. The core principle of the
framework is that an entity should recognise revenue to
depict the transfer of promised goods or services to
customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange
for those goods and services. HKFRS 15 supersedes
existing revenue recognition guidance including HKAS
18 Revenue, HKAS 11 Construction Contracts and
related interpretations.

HKFRS 15 requires the application of a 5 steps
approach to revenue recognition:

e Step 1: ldentify the contract(s) with a customer

e Step 2: ldentify the performance obligations
in the contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to each
performance obligation

e Step 5: Recognise revenue when each
performance obligation is satisfied

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.

Amendments to HKFRS 15 — Revenue from
Contracts with Customers (Clarifications to HKFRS
15)

The amendments to HKFRS 15 included clarifications
on identification of performance obligations; application
of principal versus agent; licenses of intellectual
property; and transition requirements.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(continued)

(b) New/revised HKFRSs that have been issued
but are not yet effective (continued)
HKFRS 16 — Leases
HKFRS 16, which upon the effective date will supersede
HKAS 17 “Leases” and related interpretations,
introduces a single lessee accounting model and
requires a lessee to recognise assets and liabilities for
all leases with a term of more 12 months, unless the
underlying asset is of low value. Specifically, under
HKFRS 16, a lessee is required to recognise a right-of-
use asset representing its right to use the underlying
leased asset and a lease liability representing its
obligation to make lease payments. Accordingly, a
lessee should recognise depreciation of the right-of-use
asset and interest on the lease liability, and also
classifies cash repayments of the lease liability into a
principal portion and an interest portion and presents
them in the statement of cash flows. Also, the right-of-
use asset and the lease liability are initially measured
on a present value basis. The measurement includes
non-cancellable lease payments and also includes
payments to be made in optional periods if the lessee
is reasonably certain to exercise an option to extend
the lease, or to exercise an option to terminate the
lease. This accounting treatment is significantly
different from the lessee accounting for leases that are
classified as operating leases under the predecessor
standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types of
leases differently.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)
(continued)

(b) New/revised HKFRSs that have been issued
but are not yet effective (continuea)
Amendments to HKFRS 10 and HKAS 28 — Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture
The amendments clarify the extent of gains or losses to
be recognised when an entity sells or contributes
assets to its associate or joint venture. When the
transaction involves a business the gain or loss is
recognised in full, conversely when the transaction
involves assets that do not constitute a business the
gain or loss is recognised only to the extent of the
unrelated investors’ interests in the joint venture or
associate.

The Group is not yet in a position to state whether these
new pronouncements will result in substantial changes
to the Group’s accounting policies and financial
statements.

3 BASIS OF PREPARATION
(a) Statement of compliance
The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations (hereinafter collectively referred to as
the “HKFRSs”) and the disclosure requirement of the
Hong Kong Companies Ordinance. In addition, the
consolidated financial statements included applicable
disclosures required by the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

(b) Basis of measurement
The consolidated financial statements have been
prepared under the historical cost basis, except certain
properties and financial instruments, which are
measured at fair values or revalued amounts as
explained in the accounting policies set out in note 4.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

3

BAS'S OF PREPARAT'ON (continued)

(c)

(d)

Use of estimates and judgements

The preparation of consolidated financial statements in
conformity with HKFRSs requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity
or areas where assumptions and estimates are
significant to the consolidated financial statements are
disclosed in note 5.

Functional and presentation currency

The financial statements are presented in Hong Kong
dollars (“HK$"), which is the same as the functional
currency of the Company and all values are rounded to
the nearest thousand except when otherwise indicated.

4 SIGNIFICANT ACCOUNTING POLICIES

100

(a)

Business combination and basis of
consolidation

The consolidated financial statements comprise the
financial statements of the Company and it subsidiaries
(the “Group”). Inter-company transactions and
balances between group companies together with
unrealised profits are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
are also eliminated unless the transaction provides
evidence of impairment on the asset transferred, in
which case the loss is recognised in statement of profit
of loss and other comprehensive income. The results of
subsidiaries acquired or disposed of during the year
are included in the consolidated statement of
comprehensive income from the effective dates of
acquisition or up to the effective dates of disposal, as
appropriate. Where necessary, adjustments are made
to the financial statements of subsidiaries to bring their
accounting policies in line with those used by other
members of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES 4 FESTHEER®
(continued)
(a) Business combination and basis of (a) EBEHRFEREEW

consolidation (continued)

Acquisition of subsidiaries or businesses is accounted
for using the acquisition method. The cost of an
acquisition is measured at the aggregate of the
acquisition-date fair value of assets transferred,
liabilities incurred and equity interests issued by the
Group, as the acquirer. The identifiable assets acquired
and liabilities assumed are principally measured at
acquisition date fair value. The Group’s previously held
equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or
losses are recognised in statement of profit or loss and
other comprehensive income. The Group may elect, on
a transaction-by-transaction basis, to measure the non-
controlling interest that represent present ownership
interests in the subsidiary either at fair value or at the
proportionate share of the acquiree’s identifiable net
assets. All other non-controlling interests are measured
at fair value unless another measurement basis is
required by HKFRS. Acquisition-related costs incurred
are expensed unless they are incurred in issuing equity
instruments in which case the costs are deducted from

equity.

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition date fair value.
Subsequent adjustments to consideration are
recognised against goodwill only to the extent that they
arise from new information obtained within the
measurement period (a maximum of 12 months from
the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a
liability are recognised in statement of profit or loss and
other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

102

(@)

Business combination and basis of
consolidation (continued)

Contingent consideration balances arising from
business combinations whose acquisition dates
preceded 1 January 2010 (i.e. the date the Group first
applied HKFRS 3 (2008)) have been accounted for in
accordance with the transition requirements in the
standard. Such balances are not adjusted upon first
application of the standard. Subsequent revisions to
estimates of such consideration are treated as
adjustments to the cost of these business combinations
and are recognised as part of goodwill.

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

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference
between (i) the aggregate of the fair value of the
consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interest. Amounts
previously recognised in other comprehensive income
in relation to the subsidiary are accounted for in the
same manner as would be required if the relevant
assets or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus the non-controlling
interest’s share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in the non-controlling
interest having a deficit balance.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b) Subsidiaries

(c)

A subsidiary is an investee over which the Company is
able to exercise control. The Company controls an
investee if all three of the following elements are
present: power over the investee, exposure, or rights,
to variable returns from the investee, and the ability to
use its power to affect those variable returns. Control is
reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of
control.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

Joint arrangements

The group is a party to a joint arrangement where there
is a contractual arrangement that confers joint control
over the relevant activities of the arrangement to the
group and at least one other party. Joint control is
assessed under the same principles as control over
subsidiaries.

The group classifies its interests in joint arrangements
as either:

o Joint ventures: where the group has rights to only
the net assets of the joint arrangement; or

° Joint operations: where the group has both the
rights to assets and obligations for the liabilities of
the joint arrangement.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)

(d)

104

Joint arrangements (continued)
In assessing the classification of interests in joint
arrangements, the Group considers:

° The structure of the joint arrangement;

o The legal form of joint arrangements structured
through a separate vehicle;

° The contractual terms of the joint arrangement
agreement; and

o Any other facts and circumstances (including any
other contractual arrangements).

The Group accounts for its interests in joint ventures
using the equity method whereby they are initially
recognised at cost and thereafter, their carrying amount
are adjusted for the Group’s share of the post —
acquisition change in the joint ventures’ net assets
except that losses in excess of the Group’s interest in
the joint ventures are not recognised unless there is an
obligation to make good those losses.

Gooduwill arising from business
combinations

Goodwill is initially recognised at cost being the excess
of the aggregate of consideration transferred and the
amount recognised for non-controlling interests over
the fair value of identifiable assets, liabilities and
contingent liabilities acquired.

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of
consideration paid, the excess is recognised in
statement of profit or loss and other comprehensive
income on the acquisition date, after reassessment.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES 4

(continued)
(d) Goodwill arising from business

FEETHRE @
(d) EBEHFEERE®

combinations (continued)

Goodwill is measured at cost less impairment losses.
For the purpose of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units that are expected to benefit from
the synergies of the acquisition. A cash-generating unit
is the smallest identifiable group of assets that
generates cash inflows that are largely independent of
the cash inflows from other assets or groups of assets.
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 to each asset
in the unit. Any impairment loss for goodwill is
recognised in statement of profit or loss and other
comprehensive income and is not reversed in
subsequent periods.

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash generating
units to which goodwill has been allocated. The value in
use calculation requires the directors to estimate the
future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to
calculate the present value.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e) Property, plant and equipment

106

The land classified as being held under finance leases
and buildings thereon are stated at valuation less
subsequent accumulated depreciation. Fair value is
determined by an independent firm of qualified property
valuers. Revaluations are performed with sufficient
regularity to ensure that the carrying amount of these
assets does not differ materially from that which would
be determined using fair values at the end of the
reporting period.

Changes arising on the revaluation of leasehold land
and buildings held for own use are generally dealt with
in other comprehensive income and are accumulated
separately in equity in the property revaluation reserve.
The only exceptions are as follows:

— when a deficit arises on revaluation, it will be
charged to statement of profit or loss and other
comprehensive income to the extent that it
exceeds the amount held in the reserve in respect
of that same asset immediately prior to the
revaluation; and

— when a surplus arises on revaluation, it will be
credited to statement of profit or loss and other
comprehensive income to the extent that a deficit
on revaluation in respect of that same asset had
previously been charged to statement of profit or
loss and other comprehensive income.

Other items of property, plant and equipment are stated
at historical cost less accumulated depreciation and
impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the
items.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES 4 FEESTBER®
(continued)
(e) Property, plant and equipment (continued) (e) M¥ - BERRE®

Depreciation is calculated to write off the cost or
valuation of items of property, plant and equipment,
less their estimated residual value, if any, using the
straight line method over their estimated useful lives as
follows:

—  Leasehold land classified as held under finance
leases is depreciated over the unexpired
term of lease.

—  Building situated on leasehold land are
depreciated over the shorter of the unexpired
term of lease and their estimated useful lives,
being no more than 50 years after the date
of completion.

—  Leasehold improvement, furniture,
fixture and equipment

—  Motor vehicles 20%—-33%

—  Yacht 10%

10%-50%

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are
charged to statement of profit or loss and other
comprehensive income during the year in which they
are incurred.

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset’s
estimated recoverable amount.

Upon the disposal of property, the relevant portion of
the revaluations reserve realised in respect of previous
valuations is released from the property revaluation
reserve to retained earnings.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sale
proceeds and the carrying amount of the relevant
asset, and is recognised in statement of profit or loss
and other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

108

U]

(9

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in
statement of profit or loss and other comprehensive
income 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

The total rentals payable under the operating leases
are recognised in statement of profit or loss and other
comprehensive income on a straight-line basis over the
lease term. Lease incentives received are recognised
as an integrated part of the total rental expenses, over
the term of the lease.

Inventories

Inventories comprise food and beverage, consumable
and other goods of hotel and are stated at the lower of
cost and net realisable value. Cost is calculated using
the first-in, first-out basis. Net realisable value is the
estimated selling price in the ordinary course of
business less the estimated costs necessary to make to
the sales.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(h) Financial instruments

(M

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which
the asset was acquired. Financial assets at fair
value through profit or loss are initially measured
at fair value and all other financial assets are
initially measured at fair value plus transaction
costs that are directly attributable to the
acquisition of the financial assets. Regular way
purchases or sales of financial assets are
recognised and derecognised on a trade date
basis. A regular way purchase or sale is a
purchase or sale of a financial asset under a
contract whose terms require delivery of the asset
within the time frame established generally by
regulation or convention in the marketplace
concerned.

Loans and receivables

These assets are non-derivative financial assets
with fixed or determinable payments that are not
quoted in an active market. They arise principally
through the provision of goods and services to
customers (trade debtors), and also incorporate
other types of contractual monetary asset.
Subsequent to initial recognition, they are carried
at amortised cost using the effective interest
method, less any identified impairment losses.

Available-for-sale financial assets

These assets are non-derivative financial assets
that are designated as available-for-sale or are
not included in other categories of financial
assets. Subsequent to initial recognition, these
assets are carried at fair value with changes in
fair value recognised in other comprehensive
income, except for impairment losses and foreign
exchange gains and losses on monetary
instruments, which are recognised in statement of
profit or loss and other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

110

(continued)

(h) Financial instruments (continued)

(M

Financial assets (continued)

Available-for-sale financial assets (continued)

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 and derivatives that are linked to and
must be settled by delivery of such unquoted
equity instruments, they are measured at cost less
any identified impairment losses.

Financial assets at fair value through profit or loss
These assets include financial assets held for
trading and financial assets designated upon
initial recognition as at fair value through profit or
loss. Financial assets are classified as held for
trading if they are acquired for the purpose of sale
in the near term.

Financial assets may be designated upon initial
recognition as at fair value through profit or loss if
the following criteria are met: (i) the designation
eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from
measuring the assets or recognising gains or
losses on them on a different basis; (ii) the assets
are part of a group of financial assets which is
managed and its performance evaluated on a fair
value basis according to a documented
management strategy; or (iii) the financial asset
contains an embedded derivative that would need
to be separately recorded.

Subsequent to initial recognition, financial assets
at fair value through profit or loss are measured at
fair value, with changes in fair value recognised in
statement of profit or loss and other
comprehensive income in the period in which they
arise.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES 4 FESFTBER®
(continued)
(h) Financial instruments (continued) (h)y EMI A
(i) Impairment loss on financial assets (i) SREEREESA

The Group assesses, at the end of each reporting AREBNERERRIGEST
period, whether there is any objective evidence EARMEBREREREREED
that financial asset is impaired. Financial asset is HEE  EFEREREEAR
impaired if there is objective evidence of NAEREEREE —TANZIE
impairment as a result of one or more events that EHENHIERE ME@EEE
has occurred after the initial recognition of the HEHReRMEE ZMFTARKRS
asset and that event has an impact on the MEBK 2 ER NS B GET
estimated future cash flows of the financial asset BlfZzemEELERE - BEZ
that can be reliably estimated. Evidence of EaedE

impairment may include:

— significant financial difficulty of the debtor; — ERALREENEREE
— a breach of contract, such as a default or — ERALN PlWREEAE
delinquency in interest or principal RFNBERASHIK

payments;

—  granting concession to a debtor because of — BHREBALRY R
debtors’ financial difficulty; mEEEAELER :

— it becoming probable that the debtor will — EBARBUEEBEE SR
enter bankruptcy or other financial EoGETEMB EEE -

reorganisation.



NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

112

(continued)

(h) Financial instruments (continued)

(i)

(iif)

Impairment loss on financial assets (continued)
An impairment loss is recognised in statement of
profit or loss and other comprehensive income
when there is objective evidence that the asset is
impaired, and is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the original effective interest rate.
The carrying amount of financial asset is reduced
through the use of an allowance account. When
any part of financial asset is determined as
uncollectible, it is written off against the allowance
account for the relevant financial asset.
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.

Financial liabilities

The Group classifies its financial liabilities
depending on the purpose for which the liabilities
were incurred. Financial liabilities at fair value
through profit or loss are initially measured at fair
value and financial liabilities at amortised costs
are initially measured at fair value, net of directly
attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost, including
trade and other payables and loans and
borrowings, are subsequently measured at
amortised cost, using the effective interest
method. The related interest expense is
recognised in statement of profit or loss and other
comprehensive income. Gains or losses are
recognised in statement of profit or loss and other
comprehensive income when the liabilities are
derecognised as well as through the amortisation
process.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(h) Financial instruments (continued)

(i)

(iv) Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest
income or interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
or payments through the expected life of the
financial asset or liability, or where appropriate, a
shorter period.

(v) Equity instruments
Equity instruments issued by the Company are
recorded at the proceeds received, net of direct
issue costs.

(vi) Derecognition

The Group derecognises a financial asset where
the contractual rights to the future cash flows in
relation to the financial asset expire or where the
financial asset has been transferred and the
transfer meets the criteria for derecognition in
accordance with HKAS 39. Financial liabilities are
derecognised when the obligation specified in the
relevant contract is discharged or cancelled or
expires.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are ready convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents
for the purpose of the consolidated statement of cash
flows.
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SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

114

@

(k)

Impairment of non-financial assets other
than goodwill

At the end of each reporting period, the Group reviews
the carrying amounts of property, plant and equipment
intangible assets, and investments in subsidiaries to
determine whether there is any indication that these
assets have suffered an impairment loss or an
impairment loss previously recognised no longer exists
or may have decreased. If the recoverable amount (i.e.
the greater of the fair value less costs to sell and value
in use) of a non-financial 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, to the
extent 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.

Employee benefits

(i) Short term employee benefits in the form of
leave
Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the end of the reporting period.

Employee entitlement to sick leave and maternity
leave are not recognised until the time of leave.

Kingston Financial Group Limited
Annual Report 2017

4

FESHBEX @
() BEUINIZESREERE

(k)

REREHR  AEESEHDE
WE N&E - BEEEARRHEA
AIZREZREE  UEEEEAH

R REBBRTNBFEXSERD
HIFE R EE < A WRE £ 5 (AAFE
HHEKABEREEMER LIRS
EF)EFHEREEREE  RISZEEL
FREEREEFTEOSRE - BERE
SARER/MAX - MWREBBERNE
BED - BEZEAEDREELE
Rl A O SR - B INR 2 AR E
ETREEBHNBEFEYENLE
ERAREREZREE - BERBE
Z O B RERR R I

BEEF
() MUMBEXEZRZEHESER

BEZAFRZENNEEER
BHER - AEECHBEHRE S
RSB EREMAESLZ A5t
FRETIELERE -

BEZAZREBRERENRAK
fREF 77 T HERR



NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(k) Employee benefits (continued)

(i)

(iif)

Retirement benefit costs

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for all its
employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic
salaries and are charged to statement of profit or
loss and other comprehensive income as they
become payable in accordance with the rules of
the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the company in
an independently-administered fund. The Group’s
employer contributions vest fully with the
employees when contributed into the MPF
Scheme. The company’s contributions to the MPF
Scheme are recognised as an expense in
statement of profit or loss and other
comprehensive income as incurred.

For all its employees in Macau, fixed contributions
are made based on the employment term and are
charged to profit and loss as they become
payable in accordance with the rules of the
retirement security system.

Obligations for contributions to social security
fund are recognised as an expense in statement
of profit or loss and other comprehensive income
as incurred.

Share-based payments

Employees (including directors) of the Group
receive remuneration in the form of share-based
payment transactions, whereby employees render
services as consideration for equity instruments.
Details regarding the share-based payments are
set out in note 35.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(k) Employee benefits (continued)

116

U

(iv) Termination benefits
Termination benefits are recognised on the earlier
of when the Group can no longer withdraw the
offer of those benefits and when the Group
recognises restructuring costs involving the
payment of termination benefits.

Share-based payments

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Share-based
payments to employees and others providing similar
services are measured at the fair value of the equity
instruments at the grant date. Share-based payments
to parties other than employees (and those providing
similar services) are measured at the fair value of the
goods or services received, unless that fair value
cannot be estimated reliably. If the Group cannot
estimate reliably the fair value of the goods or services
received, the Group is required to measure the fair
value by reference to the fair value of the equity
instruments granted.

For share options granted under the Scheme, the fair
value of the services rendered in exchange for the
grant of the options is recognised as an expense and
credited to a share-based payment reserve under
equity. The total amount to be expensed over the
vesting period is determined by reference to the fair
value of the options granted at the grant date. At the
end of the reporting period, the Group revises its
estimates of the number of options that are expected to
become exercisable. It recognises the impact of the
revision of the original estimates, if any, in statement of
profit or loss and other comprehensive income, and a
corresponding adjustment to the share-based payment
reserve over the remaining vesting period.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

U

(m)

Share-based payments (continued)

At the time when the share options are exercised, the
amount previously recognised in the share-based
payment reserve will be transferred to share premium.
The proceeds received net of any direct attributable
transaction costs are credited to share capital (nominal
value) and share premium. When the share options are
forfeited or are still not exercised at the expiry date, the
amount previously recognised in the share-based
payment reserve will be released directly to retained
earnings.

Income tax
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 consolidated statement of profit or loss
and other comprehensive income because it excludes
items of income or expense that are taxable or
deductible in other years, and it further excludes profit
or loss items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted
by the end of the reporting period.

Deferred tax is recognised on the temporary
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. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and
deferred tax assets are recognised only to the extent
that it is probable that future 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 the initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither the tax profit nor the accounting
profit.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(m) Income tax (continued)

118

(n)

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient
taxable profit 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 the statement of profit or loss and other
comprehensive income, except when it relates to items
that are recognised in other comprehensive income or
directly in equity, in which case, the deferred tax is also
recognised in other comprehensive income or directly
in equity respectively.

Provisions and contingent liabilities
Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company has
a legal or constructive obligation arising as a result of a
past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present
value of the expenditure to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES 4 FESTFHXR®
(continued)
(o) Revenue recognition (o) W=mER

Brokerage commission is recognised on a trade date
basis when the relevant transactions are executed.

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 on initial recognition.

Underwriting fee and placing fee are recognised as
income in accordance with the terms of the
underwriting and placing agreements or deal mandate
when the relevant significant acts have been
completed.

Dividend income from investments is recognised when
the shareholders’ rights to receive payment have been
established.

Handling fee income is recognised when the relevant
transactions have been arranged or the relevant
services have been rendered.

Revenue arising from service provided for gaming
operations in mass market halls, electronic gaming
halls and VIP rooms is recognised when the relevant
services have been rendered and the Group is entitled
to the share of gross win and gross loss in respect of
the operating performance from the gaming operator.

Revenue from hotel accommodation are recognised
upon the provision of the accommodation services.

Revenue from food and beverage sales and other
ancillary services are recognised upon the provision of
goods and services.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

120

(o)

(p)

(a)

Revenue recognition (continued)
Service income is recognised when the services are
provided.

Rental income 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 on the
principal outstanding at the applicable interest rate.

Foreign currencies

Transactions entered into by the group entities in
currencies other than the currency of the primary
economic environment in which they operate (the
“functional currency”) are recorded at the rates ruling
when the transactions occur. Foreign currency
monetary assets and liabilities are translated at the
rates ruling at the end of reporting period. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.
Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in statement of profit or loss and
other comprehensive income in the period in which
they arise.

Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost
of those assets. Income earned on temporary
investments of specific borrowings pending their
expenditure on those assets is deducted from
borrowing costs capitalised. All other borrowing costs
are recognised in statement of profit or loss and other
comprehensive income in the period in which they are
incurred.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

4 SIGNIFICANT ACCOUNTING POLICIES 4 FESFTBER®
(continued)
(r) Related parties () BAEAL
(i) A person or a close member of that person’s () MWTRFERER %8B ATHZ
family is related to the Group if that person: BAT AR EEEREREE
BREE
(a) has control or joint control over the Group; (a) HARSEBIEHIRENHE
PEHIRE
(b) has significant influence over the Group; or by HAEEBEERTE
54
(c) is a member of key management personnel (c) AEREKEENXATRATAT

of the Group or the Company’s parent. EEBAE -

A ER N HIERER - (5

RRSENEEARHE

\
I

=11l
Xy
g
i3

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

(a) ZERIKAZEEBER £
EZKE (BISFRF - K

(a) The entity and the Group are members of
the same group (which means that each

parent, subsidiary and fellow subsidiary is
related to the others).

One entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group of which the
other entity is a member).

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.

The entity is a post-employment benefit plan
for the benefit of the employees of the
Group or an entity related to the Group.

The entity is controlled or jointly controlled
by a person identified in (i).
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

122

(r)

(s)

Related parties (continued)
(i) (continued)

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

(h) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
Group’s parent.

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
entity and include:

(iy  that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic
partner; and

(i) dependents of that person or that person’s

spouse or domestic partner.

Intangible assets

(i) Acquired intangible assets
Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets
acquired in a business combination is fair value at
the date of acquisition. Subsequently, intangible
assets with finite useful lives are carried at cost
less accumulated amortisation and accumulated
impairment losses.

Amortisation is provided on a straight-line basis
over their useful lives as follows. Intangible assets
with indefinite useful lives are carried at cost less
any accumulated impairment losses. The
amortisation expense is recognised in profit or
loss. The estimated useful live states as follows:

Permits 24 years
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

SIGNIFICANT ACCOUNTING POLICIES

(continued)
(s) Intangible assets (continued)
(ii) Impairment

Intangible assets with finite lives are tested for
impairment when there is an indication that an
asset may be impaired (see the accounting
policies in respect of impairment of non-financial
assets other than goodwill above).

KEY SOURCES OF ESTIMATION
UNCERTAINTY AND CRITICAL
ACCOUNTING JUDGEMENTS

The preparation of these consolidated financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenue,
expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the reporting date. However,
uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to
the carrying amounts of the assets or liabilities affected in the
future. Estimates and judgements are continually evaluated
and are based on historical experience and other factors,
including expectations of future events that are believed to
be reasonable under the circumstances. Key sources of
estimation uncertainty are as follows:

Useful lives of property, plant and equipment

In accordance with HKAS 16, the Group estimates the useful
lives of property, plant and equipment in order to determine
the amount of depreciation expenses to be recorded. The
useful lives are estimated at the time the asset is acquired
based on historical experience, the expected usage, wear
and tear of the assets, as well as technical obsolescence
arising from changes in the market demands or service
output of the assets. The Group also performs annual reviews
on whether the assumptions made on useful lives continue to
be valid.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

KEY SOURCES OF ESTIMATION
UNCERTAINTY AND CRITICAL
ACCOUNT'NG JUDGEMENTS (continued)

Useful lives of intangible assets

In accordance with HKAS 38, the Group estimates the useful
lives of intangible assets in order to determine the amount of
amortisation expenses to be recorded. The useful livers are
estimated at the time the asset is acquired/transferred based
on the lease term. The Group also performs annual reviews
on whether any change in local regulation to reflect useful
lives.

Estimated fair value of leasehold properties

The fair value of each hotel property individually is
determined at the end of the reporting period by independent
professional valuers using the income approach whereby the
incomes derived from the hotel and casino operations with
regard to past trading accounts and the rental income
derived from existing tenancies on the property interest are
capitalised at an appropriate rate of return with due
allowance for outgoings and expenses wherever applicable.
This methodology is based upon estimates of future results
and a set of assumptions as to income and expenses of the
property and future economic conditions. The fair value of
each leasehold property reflects, among other things, rental
income from current leases and assumptions about rental
income from future leases in the light of current market
conditions. The fair value also reflects, on a similar basis, any
cash outflows that could be expected in respect of the

property.

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units to
which goodwill has been allocated. The value in use
calculation requires the directors to estimate the future cash
flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

KEY SOURCES OF ESTIMATION
UNCERTAINTY AND CRITICAL
ACCOUNT'NG JUDGEMENTS (continued)
Impairment of non-financial assets other than
goodwill

If a triggering event occurs indicating that the carrying
amount of an asset may not be recoverable, an assessment
of the carrying amount of that asset will be performed.
Triggering events include significant adverse changes in the
market value of an asset, changes in the business or
regulatory environment, or certain legal events. The
interpretation of such events requires judgement from
management with respect to whether such an event has
occurred.

Upon the occurrence of triggering events, the carrying
amounts of non-financial assets are reviewed to assess
whether their recoverable amounts have declined below their
carrying amounts. The recoverable amount is the present
value of estimated net future cash flows which the Group
expects to generate from the future use of the asset, plus
residual value of the asset on disposal. Where the
recoverable amount of non-financial assets is less than its
carrying value, an impairment loss is recognised to write the
assets down to its recoverable amount.

The impairment assessment is performed based on the
discounted cash flow analysis. This analysis relies on factors
such as forecast of future performance and long-term growth
rates and the selection of discount rates. If these forecast
and assumptions prove to be inaccurate or circumstances
change, further write-down or reversal of the write-down of
the carrying value of the non-financial assets may be
required.

ﬁﬁ?ﬁml%ZfEXﬁ&f
& 5 4 B o

BEUINIZFEREERE

AR ER RN EE 2 REEN R
Yem - RIS R E 2 BRE E TR S o i
EMBREEMELRENYE  XBHR
ERBEAEXETEREN - HRFFMHZ
EEFREEEHHRLEERHEEMN -

BEWMEEMNE > ERIIFRDEEZRE
B UFHEEAKESEREERERRE
FRHEE - JRESBEAAEERABRER
BEMELZEFIAKESREFRRE
SMEERNHER 2 RHEE - WIFSHE
EZAIWESEONEREE - B SRR
BER  WHEEMREERKREEEE

RAERF G SIZBIRB R REDITET - kD
AT A RE R SRR IR N F= B3 f= SR T8 B LA N j2 EX
BERERERR - MZFRARBREEER
T\ﬁ?ﬁi\a/ﬁﬁﬁ + BIRT BEZRHE — P HURL SR
[EIORIF & B E E < BRE(E

R s 125



NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

KEY SOURCES OF ESTIMATION
UNCERTAINTY AND CRITICAL
ACCOUNT'NG JUDGEMENTS (continued)
Impairment loss on advances to customers in
margin financing, trade and other receivables
Management regularly reviews the recoverability of advances
to customers in margin financing, trade and other
receivables. Appropriate impairment for estimated
irrecoverable amounts is recognised in profit and loss when
there is objective evidence that the amounts is not
recoverable.

In determining whether allowance for bad and doubtful debts
is required, the Group takes into consideration the aged
status and likelihood of collection. Specific allowance is only
made for receivables that are unlikely to be collected and is
recognised based on the estimation of the future cash flow
expected to receive and a suitable discounted rate in order
to calculate the present value.

Income taxes and deferred taxes

The Group is subject to taxation in the Macau and Hong
Kong. Significant judgement is required in determining the
amount of the provision for taxation and the timing of the
related payments. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. Where the
final tax outcome of these matters is different from the
amounts that were initially recorded, such difference will have
impact on the income tax and/or deferred tax provisions in
the period in which such determination is made.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

6 SEGMENTAL INFORMATION 6 7TEER
For management purposes, the Group is organised into EEMmME AEEIRBEEREZI D XK
business units based on their services, and has seven (31 i HEUTEE(ZE—REF=ZA=1+—
March 2016: seven) reporting operating segments as follows: H:+1@) 2®|MELRSLE -
Financial services segments: SERKE D -

Securities brokerage, underwriting and placements
segment is the provision of brokerage, underwriting
and placements services for dealings in securities on
recognised stock exchanges.

Margin and initial public offering (“IPO”) financing
segment is the provision of credits in these
transactions.

Other financial services mainly include provision of
corporate finance advisory services, futures brokerage
and asset management.

Hotel and gaming segments:

Hotel ownership and management segment is the
operation of hotels and provision of hotel management
services.

Food and beverage segment is the operation of
restaurants in hotels.

Gaming segment is the provision of services to casino
run by the license holder Sociedade de Jogos de
Macau, S.A (“SJM”) in hotels.
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

128

SEGMENTAL |NFORMAT|ON (continued)

Securities investment segment:

—  Securities investment segment is the trading of listed
securities.

No operating segments have been aggregated to form the
above reportable operating segments.

Management monitors the operating results of its business
units separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on a measure of adjusted
earnings before interest, income tax, depreciation and
amortisation (adjusted EBITDA). Interest income and
expenditure and certain income and expenses (including
depreciation, amortisation, finance cost, taxation, gain on
disposal of property, plant and equipment, written off of
property, plant and equipment, exchange gain and share of
results in joint ventures) are not included in the result of each
operating segment that is reviewed by the management.
Other information provided, except as noted below, to the
management is measured in a manner consistent with that in
the consolidated financial statements.

Revenue between segments are carried out on terms
equivalent to those that prevail in arm’s length transactions.
The revenue from external customers reported to the
management is measured in a manner consistent with that in
the consolidated statement of profit or loss and other
comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

6 SEGMENTAL INFORMATION (continuea) 6 PDEER®
Operating segments E¥¥oHE
The following tables represent segment information of the TREVAREBREEBIRH AEEH R
Group provided to the Group’s management for the year REBEE-_ZTE—+tFN T RF=A=+—
ended 31 March 2017 and 2016, respectively. HItFEEZHEER
For the year ended 31 March 2017 BE-—F—tFE=Z/A=+—HIFE

Securities
brokerage, Hotel
underwriting Margin Other Financial  ownership
and and IPO financial services and Food and Securities
placements financing services business management beverage Gaming  investment

REER
BELL - BARH Aft SREH BERR
BEREE RERE ERBH E3 REE REERH B% #5RE At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEn T TR T TR T TR

Segment Revenue AEKRE

External customers NPERE 203920 1,879,222 32967 2,206,109 152,968 27,725 492,005 - 2,878,807
Inter-segment HEH 32 - 1,200 1,232 57,433 - 9,264 - 67,929
203052 1,879,222 34,167 2,207,341 210,401 27,725 501,359 - 294682

Adjusted EBITDA LRBAMRNE - AR
FERBSHNER 260,720 1,449,936 11,927 1,731,583 98,219 (10,682) 185,393 19906 2,024,419
Segment Assets PBEE 33,100,776 2,183,507 392,231 516,346 134955 36,328,315
Capital expenditure BAZH 616 13,482 2,452 6,947 - 23,497
Segment Liabilities 2BEE 14,774,163 198,623 10,313 40,983 - 15,024,082
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6 SEGMENTAL INFORMATION (continuea) 6 DEER@
Operating segments (continued) ES k1))
For the year ended 31 March 2016 e —E—AF=ZF=1+—HIFE

Securities
brokerage, Hotel
underwriting Margin Other Financial ownership
and and IPO financial services and Food and Securities
placements financing services business  management beverage Gaming  Investment

HERMA £ REE  ReRHH 8%
HK$000 ~ HKS000  HK$000  HKS000  HK$000  HKS000 HK$ 000
T ‘ Tk T TEL TR ; FiEn

Segment Revenue AERE

External customers IFEE 710318 1,697,925 35205 2443448 158,584 32,196 480,822 - 3115050
Inter-segment ekl 4 - 1,960 2,001 37,537 - 8,508 - 48,046
710359 1,697,925 37165 2445449 196,121 32,196 489,330 - 316309

Adjusted EBITDA EREAARE - FEHK -
HERBHARR 638764 12354451 14848 2,008,063 119,361 (10,031) 152,094 13353 2,282,840
Segment Assets SEEE 31,185,179 2310442 465,176 526,487 114921 34,602,205
Capital expenditure s i 135 6,843 1,331 1,167 - 9,476
Segment Liabilities SEEE 13,991,897 228,289 10,604 32,348 - 14263138
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6 SEGMENTAL INFORMATION (continued) 6 DEER®w
Operating segments (continued) E k1))

DEWE - KRHBARTRE - IS - 8

Reconciliations of segment revenues, adjusted EBITDA,

assets and liabilities

R#@ENARR  BEREEIHEK

2017 2016
—E—tF T—NF
HK$°000 HK$'000
FET FET
Segment revenue o BN E 2,946,826 3,163,096
Elimination of inter-segment revenue HiE D EREWE (67,929) (48,046)
Consolidated revenue mEWE 2,878,897 3,115,050
Adjusted EBITDA RARKRETFE - FIEH -
MEREHAZF 2,024,419 2,282,840
Other income E A 1,569 11,505
Interest income FBEWA 362 403
Exchange gain B 5 Wz 2,736 5,561
Corporate staff cost ~aEl B TR (30,251) (27,787)
Corporate overhead NEIEERX (64,975) (64,063)
Depreciation e (118,001) (144,054)
Amortisation b (14,132) (14,132)
Share of results of joint ventures DIHEETEEE = (M
Gain on disposal of property, plant HEWE - BEMEE 2 W
and equipment 300 -
Written off of property, plant and equipment  ¥12 « /7= & 3% & i BR 2) -
Finance cost BhE AR AR (20,200) (20,200)
Taxation TE (289,242) (326,766)
Profit for the year FRaF 1,492,583 1,703,306
Segment assets DEEE 36,328,315 34,602,205
Deferred tax assets EERIRE B = 6,107
Intangible assets mEEE 280,289 294,421
Available-for-sale investments AHEERE 548 440
Unallocated corporate assets RAMRE)EE 45,537 25,355
Total assets EEHE 36,654,689 34,928,528
Segment liabilities PEAE 15,024,082 14,263,138
Amounts due to shareholders FE N RS B 1B 2,021,911 2,031,911
Unallocated corporate liabilities Ko ARIBE 7,558 5,256
Total liabilities =Rt 17,053,551 16,300,305
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6 SEGMENTAL INFORMATION (continuea) 6 DEERw
Operating segments (continued) %i% ,a(zt
Reconciliations of segment revenues, adjusted EBITDA, SEKE - KFABRKRSTHNE - IEBH - T8
assets and liabilities (continued) REHEAER BEREBEZHE®)
For the purposes of monitoring segment performances and BERSBRIB|BNDEEREZSHHE

allocating resources between segments:

e all assets are allocated to reportable segments other e RELEMEZAE BEFEE- AJHEY
than deferred tax assets, intangible assets, available- ’éhﬁﬁiiﬁ’“* HEERZEEN
for-sale investments and assets used jointly by FEEECHREEHmNEE -

reportable segments.

° all liabilities are allocated to reportable segments other ° BGIENIRERIBN 2HM O EL R AE
than amounts due to shareholders and liabilities for Z2BEIN FMEBABENIEZEHRY
which reportable segments are jointly liable. =

Geographical segment information EDEER

The Group’s financial services are located in Hong Kong and AEBE 2 @R NES @ MEM XA

the other operations are mainly located in Macau of The FEMPFEARILME ([HE])REPT -

People’s Republic of China (“PRC”).

The Group’s non-current assets by geographical location of RNEBIFERBSEEREEMEE DA
the assets are detailed below: BER

2017 2016

—E—+tF T —NF

HK$’000 HK$'000

F&T FET

Hong Kong aE 11,001,822 11,004,900

Macau JEFY 2,794,386 3,081,820

Canada mex 280,289 294,421

Total non-current assets (Note) FRBEERE(AE) 14,076,497 14,381,141

Wiat B EETBIEEERBEEER T BR
BEBZZERE -

Note: Non-current assets exclude deferred tax assets and statutory
deposit for financial services business.
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6 SEGMENTAL INFORMATION (continued) 6 2HEER®
Operating segments (continued) EY Sk 1¢ )
Information about major customers FEREFER
Revenue from customers of corresponding years contributing HEFEARBERPL ZWGEMAEE AW
over 10% of total revenue of the Group are as follows: B 10% 2 ERIT ¢
2017 2016
—E—+F T—RF
HK$°000 HK$'000
FET T
SJM (Note) RAE (Hat) 492,095 462,493
Note: Revenue from gaming segment Wiat - K G 18R 54,2 Was
7 REVENUE 7 W=

2017
—E—tF

2016
TN
HK$'000

THAT

HK$°000
FET

Financial services business SRR ES
— securities brokerage, underwriting — BHLL - BPIERELE
and placements 293,920 710,318
— margin and IPO financing — RBESRERLHEERE 1,879,222 1,697,925
— other financial services — HA & g AR 32,967 35,205
Hotels and gaming business BIE RIE R ES
— room rental — EMEs 141,067 147,016
— food and beverage — B R EE 27,725 50,498
— gaming revenue — Bk 492,095 462,493
— other rental income — HEaAES WA 11,901 11,595
2,878,897 3,115,050

SHELREBFRAQA]
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8 OTHER INCOME 8 HuWA
2017 2016
—E—tF —E—RF
HK$°000 HK$'000
F&T TFET
Handling Charge FEE 24,927 32,416
Dividend income iz B4 A 265 1,319
Bad debts recovery U o] 22 BR 35 7,022
Management fee income EEBIA 240 240
Gain on disposal of property, HEDE MEK
plant and equipment B 300 -
Sundry income FIFUTA 3,976 4,493
29,743 45,490
9 STAFF COSTS 9 EBIMK
2017 2016
—E—+F T —NF
HK$°000 HK$'000
FET TFET
Staff costs (including directors’ BINA(BIEEEHE)
remuneration)
— salaries, wages and other benefits — HE - TEREMER 272,999 251,918
— contributions to defined contribution — TREMEFGRIAGTEIHR
retirement plan 1,408 1,346
Total staff costs 8 TR A% 274,407 253,264
10 FINANCE COST 10 EEHRA

2017 2016
—e—tf P

HK$°000 HK$'000
TR THAT

Interest on amount due to a shareholder & — & IR R I8 2 | B 20,200 20,200
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11 TAXATION 11 BIE
2017 2016
—E—+F —ZE—RF
HK$’000 HK$'000
FTEx FAT
Current tax: BVEATR IR -
Hong Kong profits tax EFEFEH 288,353 336,700
Macau complementary tax RIS H T 354 -
Under/(over) provision in respect of BEFERETR
prior years (FRZER ) 629 (1,265)
Deferred tax IERERIE (94) (8,669)
289,242 326,766
(a) Hong Kong profits tax has been provided for the year () HEZZ—tF=—A=+—HLFE "
ended 31 March 2017 at a rate of 16.5% (2016: 16.5%). Eﬁéﬂ SHEIEME16.5% (2T —~

(b)

(c)

Macau Complementary Tax has been provided for the
year ended 31 March 2017 at a rate of 12% (2016:
12%). Two Group’s wholly owned subsidiaries, Good
Start Group Limited and Target All Investments Limited
received tax notices issued by Macau Financial
Services Bureau dated 18 May 2016 and 24 October
2016 respectively, assessing Good Start Group
Limited’s Macau Complementary Tax payable for the
year of assessment 2011 and 2012 to be approximately
HK$24,400,000 and HK$25,400,000 respectively, and
Target All Investments Limited’s Macau Complementary
Tax payable for the year of assessment 2013 and 2014
to be approximately HK$3,800,000 and HK$6,300,000
respectively. No respective tax provision has been
made for previous and current years. The tax payment
was included in tax recoverable, the details are stated
in note 44 contingent liabilities.

Income tax arising in other jurisdictions is calculated at
the rates prevailing in respective jurisdictions.

F :16.5%) FT Iz -

EE—+F=-A=t+—HIEFE

B SHAREEME12% (=
—NEF 12%) FTHREE c AEEMR
= & Mt B 2 7 Good Start Group
Limited 2 EH 12 & BR A 75 B E]
BV BBEHBHA-_T—XRF
AA+NBEZE-—R"F+AZ+KE
HZ&ERBME 5 FGood Start
Group Limited A — & ——F K =
—ZERBFECEMNBMME %WT:
o Bl 4 A&24400,000%8 7T &
25,400,000/ 7T » AR FEEHREZE
BRARR-ZIZE—=FR_ZT—NF
RMEEZEMNRPINEBHEARD B
#9/3,800,0007% 7T, 126,300,000/ 7T, ©
REETERBETFRERAFEIR
BEBIERE R ATTRE R
B EIBEHRM 44 AREE -

B’\ﬁm_J/f%EFEZF)’T SHRE
AEER BT EE

ESEES

BEEBRAA
—E—LFFR
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11 TAXATION (continued) 11 ﬁ.IE (&)
(d) The taxation for the year can be reconciled to the profit (dy FARBEAELGGERREM2EK
before taxation per the consolidated statement of profit R AR ADE SRR T

or loss and other comprehensive income as follows:

2017 2016
—e—tf T

HK$’000 HK$'000
FET TAT

Profit before taxation [ 55 BT v A 1,781,825 2,030,072

Tax calculated at domestic tax rate of 16.5% &R & 16.5% 514

2| 294,001 334,962
Effect of different tax rates of subsidiaries REMAAEREE
operating in other jurisdictions B RRIRETR 2 (8,659) (3,940)
Tax effect of non-deductible expenses A HMBERAS 2 Mg & 72,769 79,380
Tax effect of non-taxable income DERBUWAZ BTG E (68,194) (76,872)
Deferred tax assets not recognised AERBELERIEEE 4 266
Under/(over)provision in prior years BEFERETR/
(ERFERE) 629 (1,265)
Others Efh (1,308) (5,765)
Taxation for the year FRFIE 289,242 326,766
12 PROFIT BEFORE TAXATION 12 BRBIAIE A
Profit before taxation has been arrived at after charging the BREATEM B TSIEE -
following:
2017 2016
—E—+tF ZE—RF
HK$°000 HK$'000
FET FHIT
Auditors’ remuneration BN & 2,200 2,114
Marketing, advertising and i BEREERY
promotion expenses 92,819 65,831
Operating lease charges EHOME SR 30,490 30,411
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13

14

DIVIDEND 13

No interim dividend was declared for the six months ended
30 September 2016 and 2015.

The Board has recommended the payment of final dividend

of HK2.5 cents per share for the year ended 31 March 2017
(2016: HK2 cents per share).

EARNINGS PER SHARE 14

Hn /%\
BREREE-E—AFR-Z—HFNA
S+ALEAEAZRERE -

EXEREEMBE_T—tF=A=+—H
IFEFREIRNRAREER 258 (ZF—X
F - GR2EMW) -

BRAEF

Basic earnings per share BREREF 8.55 9.79
Diluted earnings per share FREE BT 8.55 9.79

(a) Basic earnings per share
The earnings and weighted average number of ordinary
shares used in the calculation of basic earnings per
share are as follows:

(a) BREXRER
AEESRERBNER 2 AN KL B
B F BT

2017 2016
—e—tf T

HK$°000 HK$'000
FET THAT

Profit for the purpose of basic earnings  HESREXRZEF
per share prag !

2
1,484,943 1,700,374

Weighted average number of ordinary shares 3@ A% H1#E F £

13,614,480,666 13,507,923,290

Weighted average number of non-redeemable 7~ A] & [0] A #2 i (8 55 iR

convertible preference shares A9 £ 3,750,000,000 3,856,557,376
Weighted average number of shares for the FTEEREARRBR KN

purpose of basic earnings per share NS £h 17,364,480,666 17,364,480,666
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14 EARNINGS PER SHARE (continued) 14 HQE*U (&)
(b) Diluted earnings per share (b) EREERER
Diluted earnings per share is equal to the basic HMABE_ZT—+tER T —XE=
earnings per share as there were no dilutive potential A=+—BUtFEVEDETBEE
ordinary shares in issue during the year ended 31 SEEBER WEREERFEGRE
March 2017 and 2016. ABHIEEF
15 OTHER COMPREHENSIVE INCOME 15 H2EBA

2017 2016
—E-tF “E5E
Before tax Tax  Aftertax Before tax Tax After tax

AT BE B# BiAl HA Bk
HK$'000 HK$'000 HK$'000 HK$000  HK$000  HKS000

FAn  TER  FER  TAT TR A

Deficit on revaluation of leasehold FE T RBiEF Y

land and buildings BB (196,006) 23,520  (172,486) (702,386) 84,286  (618,100)
Unrealised gain/(loss) arising from  a[ {1 EXREAFE

change in fair value of EHEL JAEH

available-for-sale investments Wz (B18) 108 - 108 (490) - (490)
Other comprehensive income Hiz2EMEA (195,898) 23,520 (172,378) (702,876) 84,286 (618,590)
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16 DIRECTORS’ REMUNERATION 16 EEM=
An analysis of remuneration paid and payable to directors of HE_ZT—tFR-_ZT—X"F=ZA=+—H
the Company for the year ended 31 March 2017 and 2016 IFFE - BN REMNKRAREEZME T
and is set as follows: N

Salaries,
allowances Discretionary  Retirement
Directors’  and benefits bonus scheme 2017
fee in kind payment  contribution Total

e RE BfRRd BINGTE  —B-tE

Bz REWAG (E #& &t
HK$°000 HK$’000 HK$°000 HK$’000 HK$°000
FHR FTER FHR FER FTER

Executive directors YTES
Mr. Chu, Nicholas Yuk-yui KRS - 15,052 15,000 18 30,070
Mrs. Chu Yuet Wah FRELL - 22,852 40,000 18 62,870
Mr. Chu, Kingston Chun Ho REERE - 3,341 752 50 4,143
Mr. Ho Chi Ho WEREE = 2,396 1,872 18 4,286
Independent non-executive directors BIFHTES
Dr. Wong Yun Kuen ERRET 240 - = — 240
Mr. Lau Man Tak BIELE 240 = - - 240
Mr. Yu Peter Pak Yan* SRCEEr 100 = - - 100
Ms. Lo, Miu Sheung Betty* EIE T~ 140 - - - 140
720 43,641 57,624 104 102,089
* Mr. Yu Peter Pak Yan was retired on 1 September 2016 and * RIALCFAEERZFE—NFNA—HRE -
Ms. Lo, Miu Sheung Betty was appointed on the same T B 18 2+ IR A] B 2 T 73 75 7 FEH
effective date to replace his position as an Independent non- TTEEUEERIALCEAE -

executive director.
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16 DIRECTORS’ REMUNERATION (continued) 16 EEMNE )

Salaries,
allowances  Discretionary Retirement
Directors” and benefits in bonus scheme 2016
fee i payment  contribution Total

BfETEs RINGHEl ZTRE

EELE: il 1% 31 ait
HK$'000 ' HK$'000 HK$'000 HK$'000
570 BT FER AT AR

Executive directors HiTES
Mr. Chu, Nicholas Yuk-yui FAREE - 13,681 10,000 18 23,699
Mrs. Chu Yuet Wah TRELT - 21,552 30,000 18 51,570
Mr. Chu, Kingston Chun Ho* KEELE - 1,772 134 28 1,934
Mr. Ho Chi Ho AEREE - 2,155 1,545 18 3,718
Independent non-executive directors BIFHTES
Dr. Wong Yun Kuen ARRET 240 - - - 240
Mr. Lau Man Tak £y 240 - - - 240
Mr. Yu Peter Pak Yan LAC%E 240 - - - 240
720 39,160 41,679 82 81,641
* Mr. Chu received a total emoluments of approximately * KAERBE T —NF=A=1+—HI
HK$2,467,000 (including discretionary bonus) for the year FEYE 2 2 4858 #9/52,467,000/8 7T (£
ended 31 March 2016. The amount included remuneration of FEIGTEAT) - R B EITEZFRNTESE
approximately HK$533,000 received before the date of H R FTYCER 2 Bl #9533,0008 7C °
appointment as Executive Director.
The discretionary bonus payment was determined by BIBTEAN R EEE 2 BARREE
reference to the individual performance of the directors and WA NZ B gtk
approved by the Remuneration Committee.
No emoluments have been paid by the Group to the directors REZMEFE  AEERELTESHNSE
as an inducement to join or upon joining the Group or as BEEMARRIMARE B 5 2 525 kBBt
compensation for loss of office and no directors have waived e BEiEEENECHMNS -

any emoluments in both years.

1 40 Kingston Financial Group Limited
Annual Report 2017



NOTES TO THE FINANCIAL STATEMENTS

SRR oL

17 INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments, 4 (2016:
2) are directors whose emoluments are disclosed in note 16.
The emoluments in respect of the remaining 1 (2016: 3)

highest paid individuals are as follows:

17 BREHFAL

hEGHFALH WHE(ZZE—RF MW
FIREE  FEZHMECNHE165KE -
H#fp—R(CE-REF: ZR)&EFALZ
e T

2017 2016

—E—+F T RE

HK$°000 HK$'000

FHxT T

Salaries and other emoluments e LEMME 11,258 34,005
Retirement scheme contributions IRIRET &R 18 54
11,276 34,059

The emolument of the above individual was within the
following band:

BRATZHMENFATEHE :

2017 2016

—E—tF T—R"F

Number of Number of

person person

AZ

HK$4,000,001 to HK$4,500,000 4,000,001 BJTE 4,500,000 7T - 1
HK$11,000,001 to HK$11,500,000 11,000,001 &7 11,500,000 7T 1 -
HK$12,000,001 to HK$12,500,000 12,000,001 7T ZE 12,500,000 7T - 1
HK$17,000,001 to HK$17,500,000 17,000,001 77T 2 17,500,000 7T - 1

No emoluments were paid or payable to the above highest
paid individual as an inducement to join the Group or as
compensation for loss of office during the year ended 31
March 2017 and 2016.

BE_T—tHFR-_FT-—NR"F=ZA=1t—H
IFFE - SRR Bl RS H A TS S
M - 1ERMENBAEE 2 2R kBB

f& -

SHELREBFRAQA]
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18 PROPERTY, PLANT AND EQUIPMENT 18 Y% - HERRE

142

Cost or valuation

ARG (E

Leasehold
land and
buildings
held for own
use

FEEAZ
HELH
KT
HK$'000
TET

Leasehold
improvement,
furniture,
fixture and
equipment
HEYF

£ &k
RERRE
HK$’000
TER

Motor
vehicles

bt
HK$°000
THET

Yacht

it
HK$°000
THET

Total

A

=]
HK$°000
THET

At 1 April 2015 RZZE-—AFMHA—H 3,851,150 382,725 4,752 25,722 4,264,349
Additions NE - 9,477 - 8 9,485
Disposal HE - (18) - - (18)
Adjustment on revaluation BHAR (813,530) - - - (813,530)
At 31 March 2016 RZE—R"E=A=+—H 3,037,620 392,184 4,752 25,730 3,460,286
Representing: R&:
Cost 552$ - 392,184 4,752 25,730 422,666
At 2016 valuation B-E— R EHE 3,037,620 - - 3,037,620
3,037,620 392,184 4,752 25,730 3,460,286
At 1 April 2016 RZE—"ENA—H 3,037,620 392,184 4,752 25,730 3,460,286
Additions NE - 22,393 1,104 - 23,497
Disposal HE - - (415) - (415)
Written-off R - (5) (336) - (341)
Adjustment on revaluation B (286,030) - - - (286,030)
At 31 March 2017 —+tF=A=1+—H 2,751,590 414,572 5,105 25,730 3,196,997
Representing: R&:
Cost A - 414,572 5,105 25,730 445,407
At 2017 valuation Tt EE 2,751,590 - - - 2,751,590
2,751,590 414,572 5,105 25,730 3,196,997
Accumulated depreciation ZEtE
At 1 April 2015 R-ZE—AFMNA—H - 316,263 4,164 16,930 337,357
Charge for the year FRME 111,144 29,961 365 2,584 144,054
Eliminated on disposals N ER S - (18) - - (18)
Adjustment on revaluation EfAR (111,144) - - - (111,144)
At 31 March 2016 RZZE—R"FZRA=1+—H - 346,206 4,529 19,514 370,249
At 1 April 2016 RZZE—"FMmA—H - 346,206 4,529 19,514 370,249
Charge for the year FERM 90,024 24,983 420 2,574 118,001
Eliminated on disposals RS - - (415) - (415)
Eliminated on written—off ARS8 - (3) (336) - (339)
Adjustment on revaluation EHAE (90,024) - - - (90,024)
At 31 March 2017 —+F=A=1+—H - 371,186 4,198 22,088 397,472
Net book value REFE
At 31 March 2017 RZE—+tF=fA=1+—H 2,751,590 43,386 907 3,642 2,799,525
At 31 March 2016 —E-RF=ZA=1+—H 3,037,620 45,978 223 6,216 3,090,037
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18 PROPERTY, PLANT AND EQUIPMENT 18 W%  BMERRE»
(continued)
(a) The leasehold land and buildings held for own use are (a) FHIEERZAE L REFARIRPT -

situated in Macau.

(b) The Group’s leasehold land and buildings for own use (b) AEEFEEACHELTHREEFR
were revalued as at 31 March 2017 and 2016. The ZEHFERZE-REF=A=1—
valuations were carried out by AA Property Services HETEM - EffMBLGEMRD
Limited, an independent valuer who holds recognised MEEER AR D REST - ARG ERD
and relevant professional qualifications and has recent BERAILABBEEES  WHMHE
experience in the location and category of the BHEE T REFREME RERNE
leasehold land and buildings being valued. The THKR AEEEEEEREmE
Group’s management has discussion with the surveyors AEETHER A S RE B
on the valuation assumptions and valuation results BRERMGELS

when the valuation is performed at each reporting date.
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18 PROPERTY, PLANT AND EQUIPMENT 18 Y% - BMEKRZRE»

(continued)

(b)  (continued) (b) (&)
The following table gives information about how the fair TRIVNBEBAREAFEFEZBA
values of leasehold land and buildings are determined B ABEREENAETHE T
(in particular, the valuation techniques and inputs MEFZAHE(CEZMERZ HE
used), as well as the fair value hierarchy into which the Bt R ABIE) AR A FEFTEHME
fair value measurements are categorised (Levels 1 to 3) DZANFEER(E—FRNEE=HR)
based on the degree to which the inputs to the fair ZER o

value measurements is observable.

Fair value Valuation technique(s) Relationship of unobservable
hierarchy and key input(s) Significant unobservable inputs inputs to fair value

TABRHARER
AFESE AERWNREIRAANE EXTUERRARE AV EZBE

As at 31 March 2017
R-Z—+F=A=+—H

Income capitalisation approach Capitalisation rates, taking into account of ~ The higher the capitalisation rate,
the capitalisation of rental income the lower the fair value.

The key inputs are: potential, nature of the property, and BREREYE  ATEBE-

(1) Capitalisation rates; prevailing market condition, of 7% to

(2) Daily room rates; 29%.

(3) Monthly casino performance; & RASUNEN 2 BERERER - D
EHERBOMR  BREAERT% £

WA B AAE 299 -
IZRAEER:
Properties in Macau ~ Level 3 () %%§$$A
- Anl/E g=gg (@ FESAES
B (8) HBEALE:
Daily room rates of HK$547 to HK$607 in  The higher the daily room rate, the
average for the base level. higher the fair value.
EARESRRGTONT 507 BAE  BESOELET AFEER-
607 T °

Monthly casino performance of HK$1.08  The higher the monthly casino

million to HK$13.81 million in average. performance, the higher the fair
B5EAZETHNT 1,080,000 BLE  value.
13,810,000 7T © BSERARENS  RTEMS -
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18 PROPERTY, PLANT AND EQUIPMENT

(continued)
(b)  (continued)

Fair value
hierarchy

Valuation technique(s)
and key input(s)

18 ¥ BERRME

(b) (&)

Significant unobservable inputs

Relationship of unobservable
inputs to fair value

TABREABER

AVFESR

As at 31 March 2016
RZZ—"¥=A=+—H

Properties in Macau  Level 3
P F=H5

EERTREERARE

Income capitalisation approach

The key inputs are:
(1) Capitalisation rates;
(2) Daily room rates;

(8) Monthly casino performance;

WABRERE

TERABER
1) BRAAX
2) FEEAED;
)

(
(
() BEEAZE:

EXTUEERARE

Capitalisation rates, taking into account of
the capitalisation of rental income
potential, nature of the property, and
prevailing market condition, of 6% to
22%.

B RERWANEN 2 BREARER 1)
FUBERBRTIR BREFLR6%E
22% ©

Daily room rates of HK$647 to HK$694 in
average for the base level.
EREFEGEAETANT647BLE
694 87T ©

Monthly casino performance of HK$1.10
million to HK$14.11 million in average.
B58 AEE TN T 1,100,000 T2
14,110,000 7T ©

SHELREBFRAQA]

DPEZBE

The higher the capitalisation rate,
the lower the fair value.

BRERRHS  ATEME-

The higher the daily room rate, the
higher the fair value.

FrEEMsls  ATEMS -

The higher the monthly casino
performance, the higher the fair
value.

BSERARELES  RTELS -
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18 PROPERTY, PLANT AND EQUIPMENT

(continued)

146

(b)

(continued)

The fair value of leasehold land and buildings for own
use in Macau as at 31 March 2017 and 2016 are
measured using valuation techniques with significant
unobservable inputs and hence were classified as
Level 3 of the fair value hierarchy.

Fair value measurements and valuation processes

In estimating the fair value of the Group’s leasehold
land and buildings, the Group uses market—observable
data to the extent it is available. Where Level 1 inputs
are not available, the Group engages third party
qualified valuers to perform the valuation of the Group’s
leasehold land and buildings. At the end of each
reporting period, the management of the Group works
closely with the qualified external valuers to establish
and determine the appropriate valuation techniques
and inputs for Level 3 fair value measurements. The
Group will first consider and adopt Level 2 inputs where
inputs can be derived observable quoted prices in the
active market. When Level 2 inputs are not available,
the Group will adopt valuation techniques that include
Level 3 inputs. Where there is a material change in the
fair value of the assets, the causes of the fluctuations
will be reported to the board of directors of the
Company.

There were no changes in valuation techniques during
the year.

Kingston Financial Group Limited
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18 % BERRE =

(b)

(%)
RZE—ttFR_FT-R"F=A
=t—B HFERZRMAEEL
REF 2 AFEVERBEATAER
BABEZAERNTE B0 8R
RNFHEZRE=AH -

NHERTERGEBE

R REBREELHMREFZ AT
B AEBERAEERATERETS
2R - M B E R R ABE - R
AEBEERRAERF=SHEMY
AEBEzHET M EREFETHE-
REFESHR AEEEEEEHRA
ERIINEBHEMETGE RE=R
IR TFEAERINETAEZHE
B R ABUE o WA (R RIS
BRHBEPSHBARE  A5EE
BEREZRRRMNE R ABE -
i I 4 26 — AR BB A BUR - NEREAS
RAB R =QRBAREZEER
fiio MEEZANFELEERNED
AlgMARREERERKERA -

FA - HERMLEZS
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18 PROPERTY, PLANT AND EQUIPMENT

18 ¥ BERRME

(continued)

(b)

(c)

(e)

(continued) (b) (&)
The movements during the year in the balance of Level FEZARBIRATEAEERZ FNED
3 fair value measurements are as follows: m

2017
—g—t&

2016
—E—RF
HK$'000
FET

HK$°000
FHET

Opening balance (level 3 recurring &S (BE=RAE sk

fair value) NFE) 3,037,620 3,851,150
Loss: included in other BK AT AHAD

comprehensive income EEHA (286,030) (813,530)
Closing balance (level 3 recurring HRE®R(B=FREEH

fair value) NE) 2,751,590 3,037,620

As at 31 March 2017, the gross amount of revaluation
deficit was HK$196,006,000 (2016: deficit
HK$702,386,000). After tax deficit of HK$172,486,000
(2016: deficit of HK$618,100,000) has been recognised
in other comprehensive income and accumulated in the
property revaluation reserve of the Group and the
balance was recognised in statement of profit or loss
and other comprehensive income.

The Group has pledged leasehold land and buildings
held for own use with carrying amounts of
approximately HK$2,140,000,000 (2016:
HK$2,350,000,000) to secure bank loans of the Group,
as disclosed in note 33(b), at the end of the reporting
period.

Had these properties held for own use been carried at
cost less accumulated depreciation, the carrying
amounts would have been HK$1,270,617,000 (2016:
HK$1,309,417,000).

R-TE—+F=F=+—8 Z=EE
4 48 %5 5196,006,00078 7T ( ZZF — /<
 : J41702,386,000 7T ) © K 14
5 41 172,486,000 7T ( = F — /X F
E74t 618,100,000 L) E RN H b 2 H
IWATER  WEREE 2 MESHRH
HBREF - A EE M EM R
IR o

AT FE 33(0) FTHEEE - M E AR
RNEE B AL EATERITE KT
B ™ & £92,140,000,000% T ( = =
— 7N 1 2,350,000,000 7T ) 2 £ 1E
ERAETHRET -

BEZEFIEERMELRRAERZR
A ES R R EmMEREAE
1,270,617,000% 7T( = & — X F:
1,309,417,000 7T ) °

SHELREBFRAQA]
“E—FEFER
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19

148

GOODWILL

B R E(E

Carrying amount of goodwill

19 BHE

2017 2016
—E—tF ZE-REF
HK$'000

FAT

HK$°000
FET

10,996,683 10,996,683

The carrying amount of goodwill relating to the cash-
generating units engaged in securities dealings, underwriting
and placements, margin and IPO financing services and
corporate finance advisory services are HK$3,628,905,000,
HK$7,148,237,000 and HK$219,541,000 respectively. For the
purposes of the goodwill impairment test, its recoverable
amount was determined based on a value in use calculation,
covering a detailed 5-year budget plan plus an extrapolated
cash flow projections applying a steady growth rate
subsequent to this 5-year plan, with a discount rate of
approximately 12.66% (2016: 12.21%).

As at 31 March 2017, the recoverable amount for the cash—
generating units engaged in securities dealings, underwriting
and placements, margin and IPO financing services and
corporate finance advisory services are HK$3,825,000,000,
HK$18,617,000,000 and HK$237,000,000 respectively.

The key assumptions used in the budget plan are:

(i) the annual growth rates of revenue were estimated
ranging from 7% to 12%, 7% and 8% for securities
services, margin and IPO financing and corporate
finance advisory services respectively throughout the
5-year budget plan. Cash flow beyond the five-year
period are extrapolated using an estimated growth rate
of 3% (2016: 3%).

(i)  that gross margins will be maintained at their current
levels throughout the 5—year budget plan.

The Group management’s key assumptions have been
determined based on past performance and its expectations
for the market’s development. The discount rates used are
pre—tax and reflect specific risks relating to the relevant
businesses.

Kingston Financial Group Limited
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BREFEHFRS BHEEEE RESRBEX
NHEERERGAR P EMEREMRE 2
ReEXENU2EHE2EEED A
3,628,905,000 7T ~ 7,148,237,000% 7T &
219,541,000/ 70 - LA ERER AT S -
HrakEl s hREREENE  REFE
SEHTEEE - BRI EFHF BB K
BRETHEEHH RS RETEA - BHIRE
#9512.66% (ZZF—7~F 1 12.21%) °

RIZE—+F=F=+—H FREHFX
5 BEEERE  RESEBXNAMREER
BERBARCETHBERREZREELS
iz AR EI& &5 7l /53,825,000,00078 7T
18,617,000,000 7 7T K 237,000,000/ 7T °

BEEABIMAIEZRRET

(i) TMLFHFEEEIAN  BHRS - (RE
SRBERAREEREARDENT
BERREz WEFEREGHFTDAIN
F7%ZE12% ~ 7% 8% c AF& 218
EREEBHEREXINHEE(ZZ
—NEF 1 3%) e

(iy FENEHRFHREEFEN—EH#
FIRBKF -

AEBERBETERRIDERBERRK
BHMSERMET - AARIRRIBAL
o WA RBRBABEES 2 FERR
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19 GOODWILL (continued) 19 T‘gj%i“ )
Apart from the considerations described in determining the BrEXAEFReELAEMFRERZE
value in use of the cash—generating units above, the Group’s BREEIN - AEEEEE R A RAEER
management is not currently aware of any other probable Hthex E2H T BEst o EEEH) -

changes that would necessitate changes in its key estimates.

No impairment loss is provided for the year ended 31 March BHE_Z—+F=ZA=+—HILFE  HE
2017 (2016: nil). The Directors performed an impairment test MEEBEEREEERE(ZZE—XE:
for the goodwill and concluded that the CGUs demonstrate M) BECOHETEERENA  SLHER
sufficient cashflow projections that justify the carrying value ﬁiﬁ(ﬁﬁi%{ﬁ@ﬁﬁi%@iﬁﬁﬁ;% Bma
of the goodwill. Management did not consider impairment of AoERASEREENE EEERATLA
goodwill necessary. ELEERE -
20 INTANGIBLE ASSETS 20 BIL&EE
HK$’000
FH&xT
Cost AR
At 1 April 2015, 31 March 2016, RZZE—RAFMA—H - ZF—XF
1 April 2016 and 31 March 2017 _ﬂ +—8- == /\EEH =Y
—+F=A=+—H 322,685
Accumulated amortisation EGE £
At 1 April 2015 R-ZE—RHFMA—H 14,132
Amortisation e 14,132
At 31 March 2016 and 1 April 2016 RZBE—ARF=ZA=1+—HEK
—E-RFHHA—H 28,264
Amortisation o 14,132
At 31 March 2017 R-ZZE—tF=A=+—H 42,396
Net book value BREFE
At 31 March 2017 R-B—+HF=H=+—H 280,289
At 31 March 2016 RZE—R"F=A=+—H 294,421
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20

21

150

|NTANG|BLE ASSETS (continued)

The intangible assets represented the costs of the 15
subsurface mineral permits acquired which were
subsequently transferred into leases during the financial year
ended 31 March 2017.

The permits were initially granted by the Saskatchewan
Ministry of Energy and Resources, currently known as the
Ministry of the Economy of Saskatchewan, in 2008 to
prospect for subsurface minerals in mining Elk Point,
Saskatchewan, Canada with area of approximately 3,989.95
square kilometers.

During the year ended 31 March 2017, all permits expired
and were converted into lease. There is no change in the
estimated lease term and the intangible asset is amortised on
a straight-line basis over its estimated useful life of 24 years.

INTERESTS IN JOINT VENTURES

Investment cost TE A
Share of result of jointly-controlled entities & {4 $t [E1% 4 & &2

20

21

BEEE @

BT 4R PR RS 15 1) s T R 3 AT B
A BB UERAERBE T —tF
SRSt RUHBFESREHE -

& TR BUR A A \,ﬁ/\uﬁ(ﬁfrﬁaﬁ’zﬁﬁﬂ@m&
BEET RN EENFREFE
AN IR B SR N K BEHT S BUR & Elk Point T
15493,989.95F 5N E 7 i TEEE ©

BE_Z—+tHF=-A=1T—HLEE A
AMAREACERALCEAHEE - AEtEER
BEES  MELEERERINEMGRA
ﬁﬁﬂiﬂ;@%ilﬂiﬁ% °

REEEER

2017
—E—tF

2016
—RF
HK$'000

TAT

HK$’000 -
FET

I BEFE

Share of net assets

Details of the joint ventures are as follows:

Form of
business structure

EBRBESX i) AvA
KINGSBI Investment Limited liability company ~ Hong Kong
Management Limited* EREEAA o

*

Deregistered during the year ended 31 March 2016.

Kingston Financial Group Limited
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Place of
incorporation

1t B

(S

BEZFHBHOT

Percentage

of ownership

interests/voting

rights/profit share

%E‘ﬁ' R
RERE D EEA

E pagse

Principal activity

TEXR

Investment advisory  50%

AR
Y BECFE-ANFoA=F—HIFEEH
AT -
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21 INTERESTS IN JOINT VENTURES (continued) 21

2017 2016

—E—tF ZE—RF

HK$°000 HK$'000

F&ET FET

Total assets BERE - -
Total liabilities BEEHE = -
Net assets BEFE - _

AEBEHAELEEEEFE

The Group’s share of net assets
of joint ventures

Revenue Wz = -
Other income HEmUA - -
Administrative expenses THRX = 2
Loss before income tax MRS ELRIE R = (2
Income tax FTiSHi = -
Loss after income tax MrFTSTRIZEE = (2

The Group’s share of loss of joint ventures 7N B (L& & ¥ E518

22 INVENTORIES

Food and beverage and hotel B m M EEHA KR 5482 A @

operating supplies

22 F&

2017
—E—tF

2016
—E—RF
HK$'000
T

HK$’000
FET

2,322 2,727

SHELREBFRAQA]
“E—FEFER

151



NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

23 AVAILABLE-FOR-SALE INVESTMENTS 23 AIHHERE

2017 2016
—E—tF A S
HK$°000 HK$'000
F#ET BT
Investment funds, at fair value KEES  BATE 548 440
The available—for-sale investments are denominated in AR HEREUNETTEHE - ZIRELELH
United States dollars and there is no public market for the i -
investments.
The fair value is based on net asset value of the investment AFEEREEESHRER R EEFER
funds at the end of the reporting period. During the year E-HE_Z—+F=-A=+—HILFE "
ended 31 March 2017, a surplus arising on change in fair N EEEEERBHL108,000ETL(ZE
value of approximately HK$108,000 (2016: deficit of — N E#AE490,00087T)  EREMEE
HK$490,000) was recognised in other comprehensive WARER - W EEHREBRET -
income and accumulated in the investment revaluation
reserve.
24 HELD FOR TRADING INVESTMENTS 24 HEEERE
2017 2016
—E—+tF T—RF
HK$°000 HK$'000
FET T
Equity securities listed in Hong Kong, MNEB LM RAZS - EmE
at market value 134,955 114,921
Changes in fair value of financial assets at fair value through BRAFEFABELEMEZEBAZCRE
profit or loss and other comprehensive income are EXNTEEZYERN G BT RAMEEKE
recognised in the consolidated statement of profit or loss and FIER °

other comprehensive income.
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25 ADVANCES TO CUSTOMERS IN MARGIN
FINANCING

Directors of subsidiaries and their

25 MFEFBAREEHE

2017 2016
—g—tF  —FAE
HK$'000

HK$°000
FET THAT

MBARZEEREBEAL

associates 77,597 149,979
Other margin clients HEMRZeEF 19,458,100 18,313,828
Less: Allowance for doubtful debt B REREE (66,749) (20,642)

19,468,948 18,443,165

The movements in impairment loss on advances to customers
in margin financing, all assessed individually, are as follows:

AT BZRERNERF G ZATEPEMNRES
BEREEBEZE

2017 2016

—E—+tF ZE—RF

HK$°000 HK$'000

FET T

At the beginning of the year F9] 20,642 12,647
Impairment loss recognised ERERBERE 58,754 7,995
Bad debt written off SRR (12,647) -
At the end of the year TR 66,749 20,642

Advances to customers in margin financing are repayable on
demand and carry interest at approximately Hong Kong
Dollar Prime rate plus 3%. Margin clients are required to
pledge securities collateral to the Group in order to obtain
credit facilities for securities trading. The amount of credit
facilities granted to them is determined by the discounted
value of securities accepted by the Group.

At 31 March 2017, total market value of securities pledged as
collateral in respect of the loan to margin clients was
approximately HK$75,132,966,000 (31 March 2016:
HK$86,196,514,000).

No aging analysis is disclosed for advances to customers in
margin financing as, in the opinion of the directors, an aging
analysis is not meaningful in view of the business nature of
securities dealings and margin financing.

RMEFPRMNRESHMERBERER - WK
B ERETHREENEMIESE - RESR
BEPARASBEMESERR - UBES
RHEREERE - RTIREZEERES
BIEASERABHFHREETE

R-ZE—+F=ZA=1+—0B  EBRELE
FREERIERAZERBELFENEN B
75,132,966,000/8 T( =T — X F = A
=+—H :86,196,514,000/87T) °

EERA ENEFXHMRBERELE
BHE - BREOMUE|EER - WAL ERER
BEPAMNRESBE ZMREDHT -
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26 TRADE AND OTHER RECEIVABLES 26 EZREMEWIERR
2017 2016
—E—+F T—RF
HK$’000 HK$’000
THT THIT
Trade receivables from financial KESRIREDIEZE ZERBERK
services segments 34,683 73,341
Trade receivables from hotel and KEEERIEE B2 E S EW
gaming segments BRI 67,555 66,628
Other receivables, deposits and EMERER - S RIEFKIA
prepayments 49,682 58,376
151,920 198,345
Trade receivables from financial services RELRRESEE S EWER
segments
2017 2016
—E—tF ZE—RF
HK$°000 HK$'000
TET FHIT
Accounts receivable arising from BEAEXGHBEBBRES
the ordinary course of business of Z FEWERFR
dealing in securities:
Cash clients HeRpP 13,715 36,074
Clearing house HEEFRT 8,590 9,744
Brokers and dealers KL RZ50 623 630
Accounts receivable arising from HEANBAPERBIEEEA
the ordinary course of business of 2 FEUARSK
dealing in futures contracts:
Clearing house EEFRT 7,128 21,657
Accounts receivable arising from RENUTSIEABERBRIZES
the ordinary course of business of 2 FEMARSK
provision of:
Corporate finance advisory services 1% B S RE RS AR 1% 4,627 5,236

34,683 73,341
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26 TRADE AND OTHER RECEIVABLES (continuea)

Trade receivables from financial services
segments (continued)

The settlement terms of accounts receivable attributable to
dealing in securities are one or two days after trade date,
and those of accounts receivable attributable to dealing in
futures are one day after the trade date. All accounts
receivable from cash clients are not past due at the reporting
dates for which the management believes that no impairment
allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are considered fully recoverable.

Accounts receivable from clearing houses, brokers, dealers
and corporate finance clients are current.

Trading limits are set for customers. The Group seeks to
maintain tight control over its outstanding accounts
receivable in order to minimise credit risk. Overdue balances
are regularly monitored by management.

Trade receivables from hotel and gaming
segments

The Group generally allows an average credit period of 30
days to its customers. The following is an aging analysis of
trade receivables at the end of the reporting period:

26 H5REAMEBBIRR

RESEMEBHD B2 E 5 BRRR @
BHR 5 EWRRANR 5 H R —
MEARERN MEEHRE ﬁﬁ%%%mmﬁ
N5 AR —BRER - %ﬁﬁﬁgﬁz
FEW R AN RE AT AL B2EMR
5 ANEEERYBEAEE BEHEE
BIBARER 28T - BRI FE
AHEERERE -

FEW S S FT ~ 8452
ZERRBENEAEE -

ROBREERERP

AEEREPRAX SR - AEEE B
REEH H AR EERYIRN - BB EERE
RRERE - BEEETHERBHAR -

REBERBEDE2ESBERRN
AEB-RETEFPIAZFHEEH

ATRE D REWIERS ##&iﬁﬂﬂizﬁﬁ“"
17

2017 2016

—E—tF ZE-RF

HK$°000 HK$'000

FET THIT

0-30 days 02 30H 50,365 47,062
31-60 days 31260H 11,687 10,972
61-90 days 612 90H 907 1,823
Over 90 days 90 B k 27,980 30,155
90,939 90,012
Allowance for doubtful debt RIREAE (23,384) (28,384)
67,555 66,628

SSISIEE 16D
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26 TRADE AND OTHER RECE'VABLES (continued) 26
Trade receivables from hotel and gaming
segments (continued)
The movements of impairment loss on trade receivables of
the hotel and gaming segment are as follows:

B 5 REAEWAR ()
REBBEERBEDEZE S ERIRN
(#)
BEREESEZE S RECEFRERBEZ
ZET

2017 2016

—®—tfF T—AF

HK$°000 HK$'000

FET FHIT

At beginning and end of the year RF ) K F 48 23,384 23,384

2017 2016

—E—+tF ZE—RF

HK$°000 HK$'000

FET BT

Neither past due nor impaired I f% e HA R B 50,365 47,062
Past due but not impaired: 2360 HR B M RLE -

Less than 1 month past due wm E-D 1 @ B 11,687 10,972

1 to 3 months past due wEI1 = 31E A 1,298 7,694

Over 3 months past due 161 B R 4 3 & A 4,205 900

17,190 19,566

67,555 66,628

The balances which are past due but not impaired relate to a
number of customers who have a good track record with the
Group, or are active during the year.

The balances of other classes within trade and other
receivables of the Group are neither past due nor impaired.
Management considers that the credit risk associated with
these receivables is minimal.

1 56 Kingston Financial Group Limited
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ERHEERECEHRELREAEEAR
HHERSEINFRNERCEFP B -

AEBZE S REMBUKIERRT - EMIER
2R BBHSORE - ERERR  RF
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27 CASH AND BANK BALANCES HELD ON

BEHALF OF CUSTOMERS

The Group maintains segregated trust accounts with
authorised institutions to hold clients’ monies arising from its
normal course of business. The Group has classified the
clients’ monies as cash and bank balances held on behalf of
customers under the current assets section of the
consolidated statement of financial position and recognised
the corresponding accounts payable (note 29) to respective
clients on the grounds that it is liable for any loss or
misappropriation of clients’ monies. The cash held on behalf
of customers is restricted and governed by the Securities
and Futures (Client Money) Rules under the Securities and
Futures Ordinance.

28 CASH AND CASH EQUIVALENTS

27 REFFEZRERRITHR

AEBERRBABBRRIBIULERRP - U7
ER—MEBERPEEZEPHE - A%
B ER P RED B REAMBIR RSP
MBEEBRTREFPHAEZRE RIRITHE
g WARBE AR E P IR Z ERKL M
e EEEZ AR - FERMERE 2 A AR (Y
t29) KEFHRAzReXBHF MR K
IR TR R AE (B P FR) HRIPTR # &
ME -

BeRkRTEEEHR

2017 2016

—E—+F —E—RF

HK$’000 HK$'000

FET T

Time deposits TFEHIFR 36,583 30,438

Cash at bank and in hand RIT N FHERE 268,179 138,901

Cash and cash equivalents in RERE B RERZ

the consolidated statement HehkIREeFBEIRE

of financial position 304,762 169,339

Cash at banks and cash held in a securities account
maintained in a securities company earns interest at floating
rates based on daily bank deposit rates. Short term deposits
during the year are made for varying period of between 1
day and 3 months depending on the immediate cash
requirements of the Group, and earn interest at respective
short term time deposits rates. The carrying amounts of the
cash and cash equivalent approximate their fair value.

RITNEMNBHARRLLZBEZFEFPAZ
ReREESARTERMERIVEEFN S -
FARRERZERANF—HE=@AT
o BIAEE KRS FRKME @ =8
RS B BT AR R IREUALE, - e MRS
FEEA ZEEEEEATHERS
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29 TRADE AND OTHER PAYABLES

Trade payables from financial services

29 EFRHEMEMRK

2017
—F—tF

HK$’000
FET

KEEBRG DB E B ENERR

2016
—E—RF
HK$'000
FHBT

segments 2,480,424 1,667,334

Trade payables from hotel and gaming KEBEREESEZE S EN
segments AR 14,621 14,834
Other payable and accruals Hit e ERR L EETE 121,416 69,847
2,616,461 1,752,015

Trade payables from financial services segments

Accounts payable arising from the

2017
Bt

HK$’000
FET

EFXHAEEGBREESL

REEMBRED B 2E S BARX

2016
—E—RF
HK$'000
FHBT

ordinary course of business of Z ERTRRER -
dealing in securities:
Cash clients WeERP 976,696 937,144
Margin clients RBELEP 1,482,139 703,703
2,458,835 1,640,847
Dividend payable to clients ENEPRE 28 17
Clearing house HEEFT 8,914 -
Accounts payable arising from the HESHAREBRAEREES
ordinary course of business of Z FERTRRER -
dealing in futures contracts:
Clients zFE 10,418 24,435
Accounts payable arising from the RENTEEASEBBREESE
ordinary course of business of Z FERTRRER -
provision of:
Corporate finance advisory services 1> 5 B SRR RS AR 75 36 97
Assets management services BEESERS 2,193 1,938
2,480,424 1,667,334

Kingston Financial Group Limited
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29 TRADE AND OTHER PAYABLES (continued)

Trade payables from financial services segments
(continued)

The settlement terms of accounts payable attributable to
dealing in securities are one or two days after the trade date,
and those of accounts payable attributable to dealing in
futures are one day after trade date.

No aging analysis is disclosed for payables to margin clients
as, in the opinion of the directors, an aging analysis is not
meaningful in view of the business nature of securities
dealings and margin financing.

As at the 31 March 2017, included in accounts payable was
an amount of approximately HK$2,410,359,000 (2016:
HK$1,569,493,000) payable to clients and other institutions
in respect of trust and segregated bank balances received
and held for clients and other institutions in the course of the
conduct of regulated activities.

Trade payables from hotel and gaming segments
The following is an aging analysis of trade payables at the
end of the reporting period:

29 BE5REMENRR

RESEMEBHEI BESZBNRR@®
BHRZEIEEMNERRANRRZ 5 H R —

M EARERS - B EHE R RENRRA JZ
R 5 HHE—BRER -

EEZRR ENEFRZMIRBERMEZE
BIEE - REOMALEEE  WABREES
RN RE S TP RIRZRE DN -

R-Z—+tFZA=+—0B  BNERERE
FES 2 P R B th #48 BR 34V 2,410,359,000
BT (ZZF—NF 1 1,569,493,00058 7T ) -
HRRETZREEHBREIREL REM
BRI RFE 2 5 KB RITEHE

REBEERBEIEZEZEMRR
UTRESENERRBEHRR KK D
i

2017 2016

—E—+F T—R"F

HK$°000 HK$'000

FET FHIT

0-30 days 0Z=30H 8,978 8,859
31-60 days 31£260H 3,466 2,460
61-90 days 61E90H 724 738
Over 90 days Q0B E 1,453 2,777
14,621 14,834
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30 AMOUNTS DUE TO SHAREHOLDERS 30 BNRRMIE
2017 2016
—Z2—tF ZE-RF
HK$°000 HK$'000
FTERT FHET
Better Sino Limited EBEBARAA (a) 1,190,000 1,190,000
Mrs. Chu Yuet Wah ZREL L (b) 1,121,911 1,131,911
2,311,911 2,321,911

(a) The amount is non-interest bearing, unsecured and () BERBEATE BEEALERE
repayable on demand. KMEE -

(b)  The loan of HK$1,010,000,000 (2016: HK$1,010,000,000) (b) A%1,010,000,000/8T( =T —~F :
is unsecured, interest bearing at the rate of 3% per annum 1,010,000,000/8 7T) 2 B EE A -
and repayable on the third anniversary of drawdown (i.e. AFEMEIEFFERNEREE=ZR
on or before 31 March 2020). This loan is subject to review FAZEZTF=A=+—HzkZH)
at anytime and to the lender’s overriding right of B& ZERAIRRER  TXRP
withdrawal and immediate repayment on demand. The BERARLDRERRARERE R E
remaining balance of HK$111,911,000 (2016: BT - #2%111,911,0008 T (=
HK$121,911,000) is unsecured, interest bearing at the T —7X4F £ 121,911,00078 7T ) Bl A
rate of 3% and repayable on demand. B LFNEIEFTERERERE

1 Bﬂ Kingston Financial Group Limited
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31 LOAN FROM A RELATED COMPANY 31 RE—FXBEELATER
The loan is due to Kingston Finance Limited which has ERTDENSNEMBERATRIE %A
common directors and shareholders with the Group. The loan AEAEEEHRHRIESIRE - EEERA
is unsecured, interest bearing at the rate of 2% per annum MmIEE IR FENR2B(ZZE—NFE : FF
(2016: ranging from 1.5% to 2% per annum) and repayable ENFALSEE2E);FERBEREREE -
on demand.
32 SUBORDINATED LOANS 32 BEENM
Draw date 2017 2016
$2EY A & —E—tF T—RF
HK$°000 HK$'000
FET TFET
Loan from Mr. Lee Wai Man 30 Jan 2004 P+1% 250,000 250,000
REZTENEEZER —ETF BEEFE
—A=+8 n1E
20 Feb 2004 1.5% 150,000 150,000
—ETNF 1.5E
ZHA=+H
Revolving loan from Mrs. Chu Yuet Wah 24 May 2010 1.5% 300,000 300,000
REFAELZT ZERER —E-ETF 15E
RA-+MA
700,000 700,000
The subordinated loans of the Group are interest bearing, REBEEEEFRAFE BEERARAREE
unsecured and repayable on demand. SKIEE -
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33 BANK LOANS 33 |MITER
2017 2016
—E—tF ZZ—FRF
HK$’000 HK$’000
FH&xT THIT
Secured bank loans: BEBIRITEN -
Money market loans and BRI ERREREN
revolving loans (a) 1,535,000 2,526,000
Term loans EHER (b) 1,320,000 1,410,000
Unsecured bank loans: EIERIRITE R
Corporate tax loan EBBER 380,834 -
3,235,834 3,936,000
Repayable: AR THIRAERE -
Within one year —F R 2,005,834 2,616,000
More than one year, but not —FRETHBBMRF
exceeding two years 90,000 90,000
More than two years, but not MEZRBTBARLF
exceeding five years 270,000 270,000
After five years hF% 870,000 960,000

3,235,834 3,936,000

Amount due within one year included st AREBIAEZ

in current liabilities —FARENFIA (2,005,834) (2,616,000)
Amount due after one year — FIRENTIR 1,230,000 1,320,000
Notes: Mt -

(a) The bank loans of the Group were secured by marketable (a) AEEZRITEXIARESEFEET
securities of approximately HK$6,414,393,000 (2016: FEE 2 BEFES476,414,393,0005 0 (=
HK$14,222,660,000) pledged to the Group by margin clients, T — N 4F 1 14,222,660,000/8 7T )« 1EE
a bond at a value of HK$46,512,000 and certificates of deposit 46,512,000% 7T 2 (& 5 J (& {8 48,470,000
at value of HK$48,470,000. The bank loans bear floating BILZ TFREIEIEIR - RITERIDFBF
interest rates ranging from 0.82% to 1.82% per annum (2016: FIE N FO82/EZE1.82FE(=ZF—NF:
0.83% to 1.55%). 0.83/EF1.55/E )18 °

1 52 Kingston Financial Group Limited
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33 BANK LOANS (continued)

Notes: (continued)

(b) The term loans of HK$1,320,000,000 (2016:
HK$1,410,000,000), bearing floating interest rates ranging
from 2.86% to 3.32% per annum (2016: 2.69% to 2.86%) were
secured by:

a. the pledge of leasehold land and buildings held for own
use with carrying amounts of approximately
HK$2, 140,000,000 (2016: HK$2,350,000,000);

b. shares of a subsidiary;

c. corporate guarantee from a subsidiary;

d. a charge over operating bank accounts of two
subsidiaries;

e. assignment of income and receivables arising from
commercial operations of two subsidiaries.

34 EMPLOYEE RETIREMENT BENEFITS

The Group operates a Mandatory Provident Fund Scheme
(“the MPF scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees employed
under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF scheme is a defined contribution
retirement plan administered by independent trustees. Under
the MPF scheme, the employer and its employee are each
required to make contributions to the plan at 5% of the
employee’s relevant income, subject to a cap of monthly
relevant income of HK$30,000. Contributions to the plan vest
immediately.

The employees of the Group’s subsidiaries in Macau were
members of state-managed retirement benefit schemes
operated by the Macau government. The Group was required
to contribute a certain percentage of its payroll to the
retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefit
scheme was to make the required contributions under the
scheme.

33 WITER®

Miat - (&)

(b) EHIE1,320,000,000,% 7T (= F—N4F :
1,410,000,000,& 7T ) 1%/ Z B) F FI| K71 2.86
JEZ332/B(=ZF—N1F : 269[EZ2.86[F)
FLE - U THEIEEELR -

a.  HHEREIEHA) A2 140,000,000% 7T
(=ZF— N4 : 2,350,000,000% )
ZHEHIEEACHEL HRIET

b.  —KEAEIZR

c. KE—ZFWEBELFZAGIER:

d  EHEMKWEL AT EERTERS

e. HEMZINEBAFRIEREENEELNK
AR EW IR -

34 EERKEF

AREBRBFLERIE LB ENEH B
EERBHRIREZEIZEBGHIERATES
B[S E]) - AR RERM
FORINGHE] B EFEAERE - RIFRE
3 BRINERERAARERABK
Ab% A EIEHHR - B ABRKRA L
BR 7% 30,0008 7T ° [AIaT &I1F i 2 KBRS 5

= o

AEBEETRPIME QR 2 & B1HREPIHR
FEEzBREERRENE c28%E -
AEEBREMNFHEZET A LLAERK
BT BI AR o AR B LA BB RARE RIS
ZHE—BERREZABIELHR -
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35

SHARE-BASED PAYMENT TRANSACTIONS
At the annual general meeting of the Company held on 20
August 2013, shareholders of the Company have adopted a
new share option scheme (the “Share Option Scheme”).

Pursuant to the Share Option Scheme, the total numbers of
shares which may be issued upon exercise of all options to
be granted under the Share Option Scheme and any other
share option scheme adopted by the Company must not in
aggregate exceed 10% of the aggregate of the Shares of the
Company in issue on the date of adoption. The Company
may renew this 10% limit with shareholders’ approval
provided that such renewal may not exceed 10% of the
shares in the Company in issue as at the date of the
shareholders’ approval.

The total number of shares of the Company which may be
issued upon exercise of all outstanding options to be granted
and yet to be exercised under the Share Option Scheme and
all outstanding options granted and yet to be exercised
under any other share option scheme adopted by the
Company should not exceed 30% of the shares in issue from
time to time.

Unless approved by the shareholders of the Company in
general meeting, the total number of shares of the Company
issued and to be issued upon the exercise of the options
granted to each participant (including both exercised and
unexercised options) under the Share Option Scheme and
any other share option schemes adopted by the Company in
any 12-month period must not exceed 1% of the shares of
the Company in issue.

The period within which the options must be exercised will be
specified by the Company at the time of grant. This period
must expire no later than 10 years from the date of grant of
the options. The exercise of options may also be subject to
any conditions imposed by the Company at the time of offer.

1 54 Kingston Financial Group Limited
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35

36

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

The subscription price for the shares of the Company to be
issued upon exercise of the options shall be no less than the
higher of (i) the closing price of the shares of the Company
as stated in the daily quotation sheets issued by the
Exchange on the date of grant; (ii) the average closing price
of the shares of the Company as stated in the daily quotation
sheets issued by the Stock Exchange of Hong Kong Limited
for the five business days immediately preceding the date of
grant; and (iii) the nominal value of the share of the Company
on the date of grant. The subscription price will be approved
by the board of directors at the time the option is offered to
the participants.

For the year ended 31 March 2017 and 2016, the Company
had no share option being granted, outstanding, lapsed or
cancelled pursuant to the Share Option Scheme.

DEFERRED TAXATION

The components of deferred tax assets/(liabilities)
recognised in the consolidated statement of financial position
and the movements during the year are as follows:

35 IRDAERINZRE @

36

Accelerated
tax

REBRERTT I T 3IT 2 AR B R
BEINSERATERSE : ()ARFROR
BB ER RTS8 A RERATR
Mg (i) ARBRDREERR L AT A (E
LEAEBEBMARIAERRA TR ZE
BRERARFHRHIE R (i) AR B
ORELBERZEE - ABRESHEERR
SEERERBIRIERRA

RE-F tER-FT-AE=A=+—A
I AR R SRR SRR AR R B IR
- MRATE - B R AR -

ISR TR
FR - RRABBRARERZEEHIEE
B/ (RE)ARBIREZHNT :

Revaluation
of leasehold
land and Unused tax

losses Total

depreciation

buildings
HELHR
BFEZEM
HK$'000
TET

illp:d
BRiTE
HK$'000
TET

AEBH
BAEE
HK$'000
TET

st
HK$'000
AT

At 1 April 2015 RZE—RFMNA—H 3 (303,537) 6,104 (297,430)
Credit to other FFAEMEEELA

comprehensive income - 84,286 - 84,286
Credit to consolidated sSFAGA R

income statement - 8,669 - 8,669
At 31 March 2016 R-ZE—-X"E=A=+—H 3 (210,582) 6,104 (204,475)
Credit to other FPAEMEEEA

comprehensive income - 23,520 - 23,520
(Charge)/credit to consolidated (B4 & KR, FTA

income statement mAElE 3) 6,201 (6,104) 94
At 31 March 2017 RZE—+F=A=1+—H - (180,861) - (180,861)

SHELREBFRAQA]
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36 DEFERRED TAXAT'ON (continued)

At 31 March 2017, the Group has unused tax losses of
approximately HK$120,397,000 (2016: HK$171,241,000)
available for offset against future profits. No deferred tax
asset has been recognised (2016: A deferred tax asset has
been recognised in respect of unused tax losses
HK$50,867,000) in respect of the tax losses due to the
unpredictability of future profit streams. The unrecognised
tax losses may be carried forward for a period of:

36

EAEBLIE ()

R-E—tF=ZA=+—H AEEJHE
EERREMN 2 RS A B EBIB
% /120,397,000 L = T — X F:
171,241,000870) © F3 58 TEOBI R 2 4 )
FOR - M BB TR IEEEEREERBEE
(ZE2E—-XRNF EAHAREERE
50,867,000 /8 L IERIEERRIBEE) o R
RETEEEA N T RS

2017 2016
—E—tF —ERF

HK$’000 HK$'000
FET THAT

Indefinitely EBR AR

120,397 120,374
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NOTES TO THE FINANCIAL STATEMENTS

37 SHARE CAPITAL

Ordinary shares of HK$0.02

BREE0.02/B T Bk

37 A&

2017
—EB—tE
Number of
shares Amount
x|
HK$°000

TR

ROEE

2016
ZERF
Number of
shares
BB E

Amount
8
HK$000
FAT

Authorised: EEMRA
At 1 April 2016/2015 and R-B—RE/
31 March 2017/2016 “T-hFMNA—BR
4
—ET-RF=ZA=1+—H 24,750,000,000 495,000 24,750,000,000 495,000
Issued and fully paid: BEIRGRRKA
At 1 April 2016/2015 RZE—R"E/ZZ-hF
MA—H 13,614,480,666 272,290 12,114,480,666 242,290
Share conversion (note) Wi s (i) - - 1,500,000,000 30,000
At 31 March 2017/2016 RZF—tF /TR F
=R=+—H 13,614,480,666 272,290 13,614,480,666 272,290
Non-redeemable convertible 7N a] & 2] A] #2 JR 48 22 ik
preference shares
Shares of HK$0.02 each FREE0.0258 T2 R
Authorised: EEMRA
At 1 April 2016/2015 and R-B—RE/
31 March 2017/2016 “T-hFNA—BK
4
—ET-RF=ZA=1+—H 5,250,000,000 105,000 5,250,000,000 105,000
Issued and fully paid: BRITRARKAK
At 1 April 2016/2015 RZT—R"F/T—1F
MA—H 3,750,000,000 75,000 5,250,000,000 105,000
Share conversion (note) W in &k (fizz) - = (1,500,000,000) (30,000)
At 31 March 2017/2016 RZT—+%/ZT—1F
—A=+—H 3,750,000,000 75,000 3,750,000,000 75,000

Note: During the year ended 31 March 2016, 1,500,000,000

Wi BE-_E—NFZHA=+—HILFE X

RN AEIRA A R E B 0.028 70,2 A 12 iR 1B
S % 1,500,000,000 A% LA #% 12 (8 £ % 0.8 3%
TLEIR B AR N R R A B AR ETE0.02/8 7T
Z &R 1,500,000,000 % °

convertible preference shares of HK$0.02 each in the capital
of the Company were converted into 1,500,000,000 ordinary
shares of HK$0.02 each in the capital of the Company at a
conversion price of HK$0.8 per share.

SHELREBFRAQA]
“E—FEFER
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37 SHARE CAP'TAL (continued)

Non-redeemable convertible preference shares
The fair value assessment of the convertible preference
shares (“CPS”) was carried out by AA Property Services
Limited, an independent professional valuer. The basis for
determining the fair value of CPS at HK$2,395,106,000 at the
date of completion is as follows:

The fair value of the CPS is estimated by using Black-Scholes
Option Pricing Model.

Risk Free Rate: The CPS are denominated in Hong Kong
Dollars. The risk free rate is determined by making reference
to the Exchange Fund Notes of comparable terms issued by
the Hong Kong Monetary Authority.

Terms and Conditions: The face value and coupon of the
CPS and other relevant terms and conditions are considered.

Conversion Options Calculation: (i) Stock Price = HK$1.05;
(i) Exercise Price = HK$0.8; (iii) Risk Free Rate = 2.732%; (iv)
Expected Option Period = 10.005 Years; (v) Expected
Volatility = 87.825%; (vi) Option Type = Call; (vii) Expected
Dividend Yield = 0%.

On 27 April 2015, 1,500,000,000 shares were converted to
ordinary shares with an exercise price of HK$0.8 per share.

Capital Management

The Group manages its capital to ensure that the group
companies will be able to continue as a going concern while
maximising the return to stakeholders through the
optimisation of the debt and equity balance.

The capital structure of the Group consists of subordinated
loans, loan from a related company, amounts due to
shareholders, bank loans and equity attributable to equity
holders of the Company, comprising paid up capital/share
capital and reserves. The directors of the Group review the
capital structure regularly. As part of this review, the director
considers the cost and the risks associated with each class
of the capital.
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(vil) TEEARR B & =0% -
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37 SHARE CAP'TAL (continued)

Capital Management (continued)

Based on the recommendation of the directors, the Group
will balance its overall capital structure through the payment
of dividends, new share issues as well as the issue of new
debt or the redemption of existing debt.

The Group monitors capital using gearing ratio, which is net
debts divided by total equity attributable to owners of the
Company. Net debts include amounts due to shareholders,
loan from a related company, bank loans and subordinated
loans, less cash and bank balances — general accounts and
time deposits. The gearing ratio as at the end of the reporting
period is as follows:

37 A

BEAREE )
AEFBSREEZEZHESR  BBRRME
B BT RBEITHEEERIREE
% WM EAEEBEERGEE -

AEBRAEERBLXR(AEBFREA
REAEREANEHEDAR) EREX - B
FEEEEMNERFA - KA —REAERA]
ZEF  RITERRREEFURR S RIRTT
R — —RIRPAEMER - RBEHR
ZEEAGBLENT

2017 2016

—E—+F —E—RF

HK$’000 HK$'000

FTER FAT

Net debts E15%%8 13,891,844 13,967,810
Total equity attributable to owners RRPER NEIG SRR

of the Company 19,581,267 18,615,992

Gearing ratio EEAMGLE 0.71 0.75

Several subsidiaries of the Group (the “Regulated
Subsidiaries”) are registered with Hong Kong Securities and
Futures Commission (“SFC”) for the business they operate in.
The Regulated Subsidiaries are subject to liquid capital
requirements under Hong Kong Securities and Futures
(Financial Resources) Rules (“SF(FR)R”) adopted by the SFC.
Under the SF(FR)R, the Regulated Subsidiaries must maintain
their liquid capital (assets and liabilities adjusted as
determined by SF(FR)R) in excess of statutory floor
requirement or 5% of their total adjusted liabilities, whichever
is higher. The required information is filed with the SFC on a
regular basis and the Group has complied with those
requirements during the year.

AEBEZZMBRR([ZREMBAT D
HAEEXBNBEEFRPESTHERZ
Bg((REg )il XREWBARAE
THRESRMZBEESFME (MBER)
RATEZLRE (MERER) R ETZ
REBEZHRE - REEFMHE (MBER)
HA ZREMBARAERERBES (K
EFhHE (MBER) RABE 2CREE
EMBBEBHLEZETRATHECHESR
BT 25% (ARZERE) - FIREEHR
AEHMEEERR  MAKERFADE
SSAEBRE
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38 RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior year are presented in the
consolidated statement of changes in equity on page 88 of
the financial statements.

Contributed
surplus reserve earnings Total

38 f#fE

AEBRAFERE—FE 2 HBSHARE
BERMBRRFBE 2RO ESED
RE25 -

Capital
redemption Retained

SR B RERF @t
HK$'000 | HK$'000 HK$'000
FHL T FHET  FER

Share

premium

Company account
VNG| B AD B AR
HK$'000

FAT

At 1 April 2015 R-Z—RAFMNA—H 11,739,980
Loss for the year FAERE -

69,332 466 197,455 12,007,233

- (21,023) (21,023)

At 31 March 2016 RZFE—R"F=A=1+—H 11,739,980

69,332 466 176,432 11,986,210

FREF =
RIS, -

Profit for the year
Payment of dividends

- - 501,132 501,132
- - (347,290)  (347,290)

At 31 March 2017 RZZE—+EF=A=+—H 11,739,980

466 330,274 12,140,052

a. The share premium account represents the excess of
proceeds received over the nominal value of the
Company’s shares issued, less share issue expenses.

b.  The contributed surplus represents the difference
between the nominal value of the Company’s shares
issued and the value of net assets of the underlying
subsidiaries acquired. Under the Companies Act 1981
of Bermuda (as amended), a company may not declare
or pay a dividend, or make a distribution out of
contributed surplus, if there are reasonable grounds for
believing that (i) the Company is, or would after the
payment be, unable to pay its liabilities as they become
due; (ii) the realisable value of the Company’s assets
would thereby be less than the aggregate of its
liabilities and its issued share capital and share
premium account.

c.  Capital redemption reserve arises from the reduction of
the nominal value of the issued share capital of the
Company upon the cancellation of the repurchased
shares.

d.  Property revaluation reserve represents gain/losses
arising on the revaluation of properties.

e. Investment revaluation reserve represents gains/losses
arising on the revaluation of available-for-sale
investments.
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39 HOLDING COMPANY STATEMENT OF 39 ERQTZHMBARRE

FINANCIAL POSITION

31.3.2017 31.3.2016
—E—tHF ZE—RF
=AR=+—H =A=+—H
Notes HK$°000 HK$’'000
o2 FET FATT
Non-current assets FIRBEE
Property, plant and equipment Yz - BB NEE 377 1,129
Investments in subsidiaries KRB AR Z2E 14,790,513 14,705,981
14,790,890 14,707,110
Current assets REBEE
Deposits and prepayment & MIEFRIE 9,859 9,932
Amount due from a subsidiary el — foﬁﬁ% AIFIA 399,184 399,178
Cash and bank balances e MIRTTES
— general accounts — —RRERP 19,974 6,509
429,017 415,619
Current liabilities REBAE
Other payable and accruals HA AR R IERT B A 1,901 1,685
Amounts due to shareholders FE AL R FIE 2,021,911 2,031,911
Bank loans RITER 48,000 48,000
Tax payable FERTFIIR 4,753 3,633
2,076,565 2,085,229
Net current liabilities nEBAEFE (1,647,548) (1,669,610)
Total asset less current liabilities EEAERABER 13,143,342 13,037,500
Non-current liabilities FkRBERS
Bank loans RITER 656,000 704,000
Total non-current liabilities FREBEEERE 656,000 704,000
Total liabilities &5 2,732,565 2,789,229
Net assets EEFE 12,487,342 12,333,500
Capital and reserves EARK S
Share capital — ordinary shares AN — E @A 37 272,290 272,290
Share capital — non-redeemable A — Al BE |
convertible preference shares AR E SRR 37 75,000 75,000
Reserves B 38 12,140,052 11,986,210
Total equity ERBE 12,487,342 12,333,500

ESEES
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

40 INVESTMENTS IN SUBSIDIARIES
The following list contains only the particulars of subsidiaries
which principally affected the results, assets or liabilities of
the Group. The class of shares held is ordinary unless
otherwise stated.

40 RIBATZRE
TRESFFEVEAEEMER  EERA
E2HBLRFE - RBEEBEIN - iR
BRAD SR AR -

Proportion of ownership interest

BRERBLA

Name of company

DEER

Place of
incorporation/
registration and
operation
SR, BRER
K

Particulars of

registered/issued

and paid up
share capital

i/ BRTR

BRBAFE

Group’s

effective

interest

F5E

BiRED

Held by
the

Held by a

Company subsidiary

9N
£

WEAA
ekl

Principal
activities

FEER

Bebright Limited British Virgin Islands  US$1 100% 100% - Investment holding
VHERRE RERUHES ES REER
Futuremind Holdings British Virgin Islands  US$1 100% - 100%  Investment holding
Limited RERUES 1% REZR
GR Casa Real Holdings British Virgin Islands  US$5 100% - 100%  Investment holding
Limited RERUS 5%TT REER
GR Casa Real Company ~ Macau MOP100,000 100% - 100%  Operating Casa Real
Limited Hotel
EXEREERRAR R 100,0002M7T R22XEEEE
Glory State Limited Hong Kong HK$1 100% 100% - Investment holding
BB BT REER
Golden Resorts Group Macau MOP100,000 100% - 100%  Operating Grandview
Hotel Investment Limited Hotel
HeREBEREBRAR R 100,000 27T BEERBE
Goventure Finance Limited “ British Virgin Islands ~ US$1 100% 100% - Providing services to
EBRNHS 1% casinos run by SIM
MABEEL
BI5 R IR
Next Champion Limited British Virgin Islands  US$1 100% 100% - Investment holding
RERUES e REZR
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SRR oL

40

Name of company

DEAER

New Times Entertainment
Limited @
RREFRAR

Golden New Times Club @
BEeVRREERC

Golden New Times 28
Clup @
EEIBRBEEG

Target All Investments
Limited "
EhRERRAA"

Good Start Group Limited *

Crystal Sea Group Limited "

Noble Brand Limited *

Right Business Limited #
mEARAR

Place of
incorporation/
registration and
operation
FMREL BLER
ik

Macau

R

Macau
il

British Virgin Islands
RERUHES

British Virgin Islands
RBRAES

British Virgin Islands
RERLEE

British Virgin Islands
RERLEE

British Virgin Islands
RERTES

INVESTMENTS IN SUBSIDIARIES (continuea)

Particulars of
registered/issued
and paid up
share capital
T/ ERTR
BRRAFE

MOP100,000

100,0002F97T

HK$32,500,000
32,500,000/ 7T

MOP10,000,000
10,000,000} 7T

US$1
EI

US$1
(E

USs$t
(E

USs$t
(E

US$100
100% 7T

40 RMIBLRTR2RE =)

Proportion of ownership interest

BARERLH

Group’s Held
effective by the Heldbya
interest Company subsidiary
EEE NG )
BERER =20) BR
100% - 100%
80% - 80%
100% - 100%
100% 100% -
100% 100% -
100% 100% -
100% 100% -
100% 100% -

SHELREBFRAQA]
“E—FEFER

Principal activities

FEER

Providing services to
casinos run by SIM

MRBZEY
HIS R IR TS

Providing services to
casino run by SUM

MEREEZ
BIS R IR

Providing services to
casino run by SUIM

MREEEL
BRI R

Providing services to
casino run by SIM

MREBZEY
HIS R RT

Providing services to
casino run by SUM

MEREEZ
BISR IR

Investment holding
and operating
Golden Times Club*
in hotel

REZERRNEELS
BEeRREZE"

Trading of listed
securities

BB &%

Investment holding

REZR
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40 INVESTMENTS IN SUBSIDIARIES (continued) 40 RMBARZRE =)

Proportion of ownership interest

BEEERLSA
Place of Particulars of
incorporation/ registered/issued Group’s Held
registration and and paid up effective bythe Heldbya
Name of company operation share capital interest Company subsidiary Principal activities
SRR BER  HEf/ERTR r5E ApE HEAR
AR LB TENY BRRAFE ERED 58 B¥E TE(E
Kingston Securities Limited Hong Kong HK$3,000,000,000 100% - 100%  Dealing and advising
EHEBEARFRAA BB 3,000,000,000# 7T in securities

255 5 RENRE

Kingston Futures Limited ~ Hong Kong HK$15,000,000 100% - 100%  Dealing in futures
SFCHEERAA B 15,000,00078 7T contracts
HEAHRS

Kingston Corporate Hong Kong HK$11,000,000 100% - 100%  Provision of corporate
Finance Limited N 11,000,000/& T finance advisory

e EnBERERAR services

RECRBBER
AR

Kingston Asset Hong Kong HK$5,000,000 100% - 100%  Provision of asset
Management Limited &8 5,000,000/ ¢ management

TS EEERERAR services

RUEEEERS

Canada United Canada CAD50,000,100 100% - 100%  Investment holding
Potash Limited JIIEFN 50,000,100 /07T REER

# Company operates principally in Hong Kong instead of in their # FEEEEMIRLE[ZAMATHKT
respective places of incorporation/establishment. B EE 2 INE]

g Company operates principally in Macau instead of in their . FEERPIMIRLEHZAMAT KT
respective places of incorporation/establishment. B EE 2 INE]

e Golden New Times 28 Club and Golden New Times Club are e ELER28EEGREZTHKAEEZS
registered in Macau as business enterprises under the control HREPIEFL BB RERF - WA TR
of and were operated by New Times Entertainment Limited. HERNAEFI RS o
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

41 OFFSETTING FINANCIAL ASSETS AND 41 EETREEHEESHEs
FINANCIAL LIABILITIES
The following tables present details of financial instruments THREHNAFHRIEZESFTHE - AARGIETT
subject to offsetting, enforceable master netting R E Y MBI E S o

arrangements and similar agreements.

Financial assets subject to offsetting
TFEHzeREE
Related amounts not offset in the
consolidated statement of
financial position
BERGANBRRREH
ZEEEE
Grossamount  Net amount
of recognised of financial
financial assets
liabilities offset presented
in the in the
Gross amount  consolidated  consolidated Financial
of recognised  statement of statement  instruments Cash
financial financial of financial other than collateral
assets position position cash collateral received Net amount
ity A&
BEMRRR  BEMRR  REHEAR
BREICH HEHZERA 25|z &R DY VA Rk
EEAE SRAEET BERE ¢RIA EH R BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TAT TEL THr TATL THT

At 31 March 2017 RZT—t%F
=R=1+-8
Type of financial assets SREERR
Trade receivable REEBEEY
from HKSCC BN 138,677 (138,677) - - - -
At 31 March 2016 RZB—%
=A=1-H
Type of financial assets SREERR
Trade recelvable RAERER
from HKSCC EHRNER 140,714 (130,970) 9,744 - - 9,744
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SRR M oL

41 OFFSETTING FINANCIAL ASSETS AND N BHETHEERSBERE®
FINANCIAL LIABILITIES (continueq)

Financial liabilities subject to offsetting
TFEHzeRNEE
Related amounts not offset in the
consolidated statement of
financial position
BERGERBRAREH
ZEHEE
Gross amount Net amount
of recognised of financial
financial liabilities
assets offset presented
inthe in the
Gross amount  consolidated  consolidated Financial
of recognised statement statement  instruments Cash
financial of financial of financial other than collateral
liabilities position position cash collateral received  Net amount
i REE
BBMRRR  MEMRRR  REHERm
BEZEE HHVERA  2lzed Bohz gkRe
BE4E LREEEH BEFE £RIA i B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TB BT T T T TB

At 31 March 2017 RZZ—+F
ZA=t+-H
Type of financial liabilities eRAGEN
Trade payable REBREE
from HKSCC BHRMNEHR 147,501 (138,677) 8,914 - - 8,914
At 31 March 2016 R-E-RX
“A=+-H
Type of financial liabilities SREERR
Trade payable REFRLEEL
from HKSCC BHENER 130,970 (130,970) - - - B
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SRR oL

41 OFFSETTING FINANCIAL ASSETS AND
FlNANClAL LlABlLlTlES (continued)
The tables below reconcile the amounts of trade and other
receivables and trade and other payables as presented in

the statement of financial position:

M EHEEHEERESHAEE®

TRERMHIRAKRZINE 5 M EAM R
FRRELE 5 R H A R AR 185

2017 2016
—E—+F —E—RF
Trade and other receivables HK$°000 HK$'000
B2 Rk HMEWERSR FExT T
Net amount of trade receivables KEEBEEZES
from HKSCC FEUGBR TS 58 - 9,744
Trade and other receivables not NEEEFRESRE
in the scope of offsetting disclosure B 5 & E A AR X 151,920 188,601
Trade and other receivables as ERETEARR KT 2
disclosed in the consolidated B 5 Nk H AR TR
statement of financial position 151,920 198,345

Trade and other payables
B2 R HEAEMN R

Net amount of trade payable

KEEEGE

2016
—E—RF
HK$'000
FET

2017
-
HK$°000
FET

from HKSCC B S REMNERFFRE 8,914 -
Trade and other payable not in TMEHERESE

the scope of offsetting disclosure B 5 R EAM ER AR 2,607,547 1,752,015
Trade and other payable as disclosed  #RA MR RABE

in the consolidated statement of B 5 M EA R IR

financial position 2,616,461 1,752,015

SHELREBFRAQA]
“E—FEFER
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SRR M oL

42 FINANCIAL RISK MANAGEMENT 42 B E e EE
(a) Categories of financial instruments (a) &I AR
The carrying amounts of each of the categories of the REEEY AEESBEMEER
Group financial assets and liabilities as at the reporting BEJEmRENT :

date are as follows:

2017 2016
—B—+tF T —NEF
HK$’000 HK$'000
FE&xT THIT
Financial assets EREE
Available-for-sale investments AHHERE 548 440
At fair value through profit or loss RATEFAER
— Held-for-trading investments —RHEEERE 134,955 114,921
Loans and receivables BN ERIRR
— Advances to customers — MEFPRMNREE
in margin financing & 19,468,948 18,443,165
— Financial assets included in trade —FTAE S REMER
and other receivables Rz emEE 118,682 173,797
— Cash and cash equivalents —IRE MRS EEIER 2,715,121 1,738,832
22,302,751 20,355,794
22,438,254 20,471,155
Financial liabilities TREBE
Financial liabilities measured at BEHEK AT ECERAE
amortised cost
— Financial liabilities included in — T AE S REAMER
trade and other payables % e L S =N 2,563,088 1,707,029
— Amounts due to shareholders — EIREFRE 2,311,911 2,321,911
— Loan from a related company — RE—RKPERFERK 7,948,861 7,179,238
— Subordinated loans —REEHK 700,000 700,000
— Bank loans —RITER 3,235,834 3,936,000
16,759,694 15,844,178
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SRR oL

42 FINANCIAL RISK MANAGEMENT (continuea) 42 BEEEEE @

(b) Financial risk management objectives and (b)
policies
The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk,
interest rate risk and price risk), credit risk and liquidity
risk.

i. Market risk

Foreign exchange risk

The Group is exposed to foreign exchange risk
arising from various currency exposures, primarily
with respect to Renminbi (“RMB”), United States
Dollars (“USD”), and Singapore Dollars (“SGD”).
Foreign exchange risk arises from future
commercial transactions and recognised assets
and liabilities.

The carrying amounts of the Group’s foreign
currency denominated financial assets and
liabilities at the reporting date are as follows:

Liabilities
=F
2017

—E—tF
HK$’000
TET

UsD ETT 77,726
RMB AR 2,888
SGD ¥ong T 380

The Group currently does not have a foreign
currency hedging policy. However, the
management monitors the foreign exchange
exposure and will consider hedging significant
foreign currency exposure should the need arise.

The Group does not expect any significant
movements in the exchange rate of USD to HKD
and the net effect of SGD is low. The Group is
mainly exposed to the effects of fluctuation in
RMB.

BREREERERBE

REBEEBAX LA KRR - ™
5 E e (B AERE S R - FEER&E
W‘H ) ’Efﬁ &/}m@]é J—Wﬁ""

i. TiEERE
P& 5 J %
ANEBATZBERARNR G mE
EERRERE  EEFRARE
(TAR®]) - Zx((ExX)) BF
T (TFEIT]) - [ H R
RERREERSGREEREE
HEEF -

RE R AREUINETHE

ZeRmEENBGEZEREAEEN

T
Assets
BE

2016 2017 2016

—"F ZE—tHF T—R"F

HK$'000 HK$’000 HK$'000

FATT F#ET FHIT

774 78,420 3,596

1,201 5,351 4,390

89,346 983 89,739

NS B A I EINEE P BUR -
Am - EREeERELRRE
WNEFERZEBEHTEANER
Rk -

REBEHETHABTZEERR
BEAEREXRS - Mg e
FREEMW - AREREEEA
RARB KB ZTE -
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SRR M oL

42 FINANCIAL RISK MANAGEMENT (continued) 42 BBERERE«
(b) Financial risk management objectives and (b)

180

policies (continued)

(i) Market risk (continued)
Foreign exchange risk (continued)
The following table indicates the approximately
change in the group’s profit and loss for the year
in response to reasonably possible changes in
the foreign exchange rates to which the group
has significant exposure at the reporting date.

2017
—E2—+tF

Increase/ Increase/ Increase/ Increase/
(Decrease) (Decrease) (Decrease) (Decrease)
in foreign in profit in foreign in profit
exchange after tax exchange after tax
rates for the year rates for the year
FRKRBE FAKRTIL

ExLtH - BREHNS EXEAS O HEMEMS
(TF2) O 2) (TB&) Rt )

% HK$’000 % HK$'000

% FHERT % T
Renminbi AR 3% 74 3% 96
-3% (74) -3% (96)

It is assumed that the change in foreign exchange
rates had occurred at the end of the reporting
period and had been applied to the Group’s
exposure to foreign exchange risk for financial
instruments in existence at that date, and that all
other variables, in particular interest rates, remain
constant. It is also assumed that the pegged rate
between the Hong Kong dollar and the United
States dollar would be materially unaffected by
any changes in movement in value of the United
States dollar against other currencies. The
analysis is performed on the same basis for 31
March 2016.

Kingston Financial Group Limited
Annual Report 2017
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SRR oL

42 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives and
policies (continued)

(M

Market risk (continued)

Interest rate risk

The Group’s exposure to interest rate risk arises
primarily from its borrowings, bank deposits and
loan receivables. Borrowings and bank deposits
at variable rates and loan receivables at fixed
rates expose the group to cash flow interest rate
risk and fair value interest rate risk respectively.

The Group has not used any interest rate swaps
to hedge its exposure to interest rate risk. The
management monitors the Group’s exposure on
ongoing basis.

At 31 March 2017, it is estimated that a general
increase/decrease of 100 basis points (2016: 100
basis points) in interest rates, with all other
variables held constant, would increase/decrease
the Group’s profit after tax and retained earnings
by approximately HK$158,289,000 (2016:
HK$131,024,000).

The sensitivity analysis above has been
determined assuming that the change in interest
rates had occurred at the end of the reporting
period and had been applied to the company’s
exposure to interest rate risk for financial
instruments in existence at that date. The analysis
is performed on the same basis for 31 March
2016.

Price risk

The Group is exposed to price risks arising from
equity investments held for trading purpose (note
24) and available-for-sale investment (note 23)
whose returns are linked to a portfolio of securities
listed in Hong Kong and other major stock market
in the portfolio.

42 BIEEMERE @
BREREEEERBE®

(b)

0

B (2)

Y% 22

ﬁElZﬂfﬂ o ElmAEE
TER N EWEREL -

?%15 m&fﬁﬁﬁ KA R E B
WERSAEED E'J%xfﬁi?ﬁ
ENXREREAFHENERER

N6 B 3 S PR A M R g HR SR L
EH 2 M EERE - ERERARE
RAKERZZEE °

R-ZE—+F=A=+—8 W
FEEEEE P T 100 E2 (=
TN 100EE)  MArAHE
HmEHESTE  BoAEE
Br i 1% i B R AR B8 B 8 o0, Rk
1 #7158,289,00078 7T (ZE—7<
£ : 131,024,000 7T) °

BB T BRI R B B
JEMARE  YEBARAL
ARKAREZ S RTAFNEY
HERR- —FT—<E=A
St -B2ARHRBERRE
17 o

B2 fz

REBFE 2 EBRERKEFE
BERG ZRAEE (M 5E24)
LEERAEF 2AHEERE
(EERERESREMEZR
Emi EmzELFREREGE
#) (fFFE23) °

ESEES

BEEBRAA
—E—LFFR
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SRR M oL

42 FINANCIAL RISK MANAGEMENT (continuea) 42 B PEEE @

(b) Financial risk management objectives and (b) MBEEKREEEZERBER @

policies (continued)

(i) Market risk (continued) (i) TERBE@®
Price risk (continued) 1ErEE e ()
The Group’s listed investments are listed on the REE 7z FIRERE BB
Stock Exchange of Hong Kong. Decisions to buy EH e EABELFEREERE
or sell held for trading investments are based on ZIRFETIRARE B BB (E B 57
daily monitoring of the performance of individual REURARERBASFEM

fFt - BEEERFIREEAT
TREREEZRE  NEEA
R ARBEREBERERST
BAEREZRATRIETHRL

different risk profiles. The available-for-sale EE . PEHERERS TS
investment has been chosen based on their good TFEER o

value and growth prospects and are monitored

regularly for performance against expectations.

securities, as well as the Group’s liquidity needs.
Management manages this exposure by
maintaining a portfolio of investments with

The following table demonstrates the sensitivity to TR AEAE s i
every 14% (2016: 26%) change in the equity BHZIERT  BIERGO RS H
prices with all other variables held constant and RAZEEEE  REZ814%
based on their carrying amounts at the end of the (ZF—XF : 26%) 2 HRKE o
reporting period. For the available-for-sale MAHEEREmMS r E@EEH)
investment, the impact is deemed to be on the WHEASHIREEHHEEBKY
investment revaluation reserve and no account is 2 mirEEEEMmmERESEA
given for factors such as impairment, which might e ERSREMEEKEET Y
have impact on the statement of profit or loss and FSES

other comprehensive income.

Increase/
decrease in Increase/
Increase/ net profit/loss decrease in
decrease in and retained other equity
basis points earnings reserves

A BE
E¥ LR/ BHERRERAN HEREREE
Tk #m,/ HD ®m,/ mD
HK$'000 HK$'000
TET TAET

2017 —E—+F
Held for trading investments BIEEERE 14% 13,184 =
Available-for-sale investment AR ERE 14% - 77
2016 —E-XE
Held for trading investments BEEERE 26% 29,879 -
Available-for-sale investment A ERE 26% - 114
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SRR oL

42 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives and
policies (continued)

(i)

Credit risk

The extent of the Group’s credit exposure is
represented by the aggregate balance of cash at
bank, advances to customers in margin financing
and trade and other receivables. Management
has a credit policy in place and the exposures to
these credit risks are monitored on an ongoing
basis.

Before granting loans and margin financing to
outsiders, the Group uses an internal credit
assessment process to assess the potential
borrower’s credit quality and defines credit limits
by borrower. Limits attributed to borrowers are
reviewed by the management regularly. The
Group obtains collateral from borrower to
minimise the credit risk in respect of the loan
receivables.

In respect of trade and other receivables, the
management of the Group has delegated a team
responsible for determination of credit limits,
credit approval and other monitoring procedures
to ensure that follow-up action is taken to recover
overdue debts. Trade receivables from hotel and
gaming segments are due within 30 days from the
date of billing. Normally, the Group does not
obtain collateral from customers.

In order to minimise the credit risk in respect of
the trade and other receivables and margin
financing, the Group reviews the recoverable
amount at the end of the reporting period to
ensure that adequate allowances are made for
irrecoverable amounts. In this regard, the
directors of the Group consider that the Group’s
credit risk is significantly reduced.

42 BIEEMERE @
BREREEEERBE®

(b)

(ii)

FERR
AEEAZ 2 EERRIERITIR
T MEFPBNRESZBREAR
B 5 MEM R IR Z B o
ERECDEREERE B8R
EEREERR -

EHHEERERESHE TINR
AL ZAT AEREA—-EREE
BHERFAERBERERA
ZIEEERRRBRBRARE
EERE - FﬁAZﬁE@ﬁE
T B AT - AR R
FRKER ﬁﬁ*A%Wﬁﬁm
NEEREEERR -

NESHREMERIRERME @ &

E@E IiJ'EiE—ﬁﬁf%ﬁi 8
EETEERE FHEEUR
EITEMESIERER  BRE K

[B138) AR E TR SR EN IR AE1TE) o )G
MBS EZ B SRR
ERMHLA0BREH — K
mE - AEBETEEREFIEMR
IR o

BERIEE R AR KR
UERBEEBEZEERR - &
SERHE R A WE
B EREATARESEEL

RARE St FE - AEEE
ERREAKEZEFEERREKRK
W o

SNEEREEBRAR
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NOTES TO THE FINANCIAL STATEMENTS

SRR M oL

42 FINANCIAL RISK MANAGEMENT (continuea) 42 BFEEEEE @

(b) Financial risk management objectives and (b) MHKEBREEEEZEREE#

policies (continued)

(ii) Credit risk (continued) (i) FERBR®E)
The Group'’s exposure to credit risk is influenced LK;%@%’TZ{*EHBﬁIEm
mainly by the individual characteristics of each EEREEERTE R T
customer. At the end of 31 March 2017, there is —+F=A=+— EIHHZKHT; Jid
no concentration of credit risk with respect to the WeEEs I EERZERR - 1))
receivables, as no one customer is responsible AR — %}51521»‘%.%’3%
for more than 10% of the Group’s trade WA N RES B E 2 Il
receivables and margin financing. This was also B10% R—_ZF — X XF=HAH
the case as at 31 March 2016. =+—AERIER -
Further quantitative disclosures in respect of the FLAQ R AR P SR E
company’s exposure to credit risk arising from SREURE H N EAM IR
advances to customers in margin financing and EXZEERMBEE E—FE
trade and other receivables are set out in notes LB 9 RIE BT 5 25 F 26 ©

25 and 26, respectively.

(iii) Liquidity risk (i) RBELER

A number of the Group’s activities are subject to REB ZETEHIRNELER
various statutory liquidity requirements as HEEKERLTESRBEFTAE
prescribed by the Securities and Futures ENHEEG ([ FEBE RS
Commission in accordance with the Hong Kong 1|,K{§|JJ)P)?7§|JRIE,£ REESR
Securities and Futures Ordinance (the “HKSFO”). c REEZYEREREES
The Group is closely monitored to the liquidity %EE LARERUEFE T 2BV E
gap to ensure that it maintains adequate liquid & UNAHEKMEREES
capital to fund its business commitments and to UREBTEAEZENMBERMIE
comply with the relevant Financial Resources Az WIEEREE - (EARER
Rules under the HKSFO. As part of the measures BESEMZ — 5D ANEEH—
to safeguard liquidity, the Group has maintained a BEHRFESRBEERE ST ZM
balance between continuity of funding and Ty WIEBFNEREER &
flexibility through the uses of the shareholders’ BEEZRRRITHME - LWEMES
loan, subordinated loan and banking facilities in HLRERHRHESEE -

order to meet its liquidity requirements in the short
and long terms.
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NOTES TO THE FINANCIAL STATEMENTS

SRR oL

42 FINANCIAL RISK MANAGEMENT (continuea) 42 BEEEEE @

(b) Financial risk management objectives and (b) MHKEMREEEEREE#

policies (continued)

(iii) Liquidity risk (continued) (i) FBELEM @)
The following table details the remaining TREFFIANEERARRIFEITE
contractual maturities at the end of the reporting TREBERHRERRIFGEL
period of the Group and Company’'s non- EmE - TR A Y KAIRIR S
derivative financial liabilities, which are based on RE BREERAAHOMERE
contractual undiscounted cash flows (including (A ZE  BIREHREEER
interest payments computed using contractual ERMEHE) ZMEN - KA
rates or, if floating, based on the rates current at ARG WERN R z&FEB
the end of the reporting period) and the earliest HAESF -

date the company can be required to pay:

2017
ZB-tf
Total

contractual Within contractual Within
Carrying  undiscounted  one year or Over Camyjing  undiscounted ~ one yearor Over
amount cashflow  ondemand one year amount cashflow  ondemand one year

AHRER -FRg i
FiE HRERE4R EEX BE-F FHE , EE% BE-£
HK$'000 HKS'000 HK$'000 HKS'000 HK$ 000 HK$000 HK$000 HK$000
ThR ThR TEn ThR Th TR T Tin
Trade and other payables BHREREMER 2,563,088 2,563,088 2,563,088 - 1,707,029 1,707,029 1,707,029 -
Amounts due toshareholders  ERREFE 2311911 2,335,468 2,335,468 - 2321911 2,345,768 2,345,768 -
Loanfrom areleted company ~ RE-FHERFAER 7,948,861 8,107,838 8,107,838 - 7179.238 7322823 7322823 -
Subordinated loans REER 700,000 721,750 721,750 - 700,000 721,750 721750 -
Bank loans BER 3,235,834 3,266,614 2,030,822 1,266,792 3,936,000 3992,346 2641440 1,350,906

16,759.694  17,014758 15,758,966 1266792 15844178 16089716 14738810 1,350,906
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42 FINANCIAL RISK MANAGEMENT (continued) 42 BMBERBERE®
(c) Fair value estimation (c) AFEME
The fair values of financial assets and financial liabilities SREENSHMEBEZAFEINIZT
are determined as follows: Y| S IBEETF

the fair values of held-for-trading investments with
standard terms and conditions and traded on
active liquid markets are determined with
reference of quoted market prices;

the fair value of available-for-sale financial asset
is based on net asset value of the investment fund
at the end of the reporting period;

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 prices or
rates from observable current market transactions
as input.

—  MAEREERRGE LR EER

BB ESCRIFEEREZA
FEDZERBLHEERE

— AL ESREEZAFEIMR

BRBERARZREESEEF
BEE

— HiteRmEEREBRABRIAYF

EBNRAREBEN - AERA
BRZBEBMERZEBRALR
ZHABREREDMAREEE

TF °

TR ITAEAFERE
EEMBHRERRNE7HRRE - ARF
BtEZ2BT ABR NIQFER
ERHIELRE

(d) Fair value hierarchy of financial instruments (d)
HKFRS 7 requires disclosure of financial instruments
that are measured at fair value by level of the following
fair value measurement hierarchy:

not based on observable market data
(that is, unobservable inputs).

Level 1 — quoted prices (unadjusted) in active F—MA — HRBENXBERERT
markets for identical assets or 52 (B (RIEHE) °
liabilities.

Level2 — inputs other than quoted prices E_&R — BEXBEETBRE—
included within Level 1 that are FRIREBERABREE
observable for the asset or liability, ZEABR Tk
either directly (that is, as prices) or (BB ) sifE B (BB
indirectly (that is, derived from prices). RPDTHE) BREE

Level 3 — inputs for the asset or liability that are E=RH — =EEIBEIHAE

B IERER A BRG]
2GR (BN ZBR

BEZBAEHR) -
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42 FINANCIAL RISK MANAGEMENT (continued) 42 BIEEBERE®
(d) Fair value hierarchy of financial instruments (d €EMIEQAFESHRE
(continued)
The following table presents the financial instruments TRIER-_BE—+ER T AF
that are measured at fair value as at 31 March 2017 ZA=+T—BUAFEF=Eze/mT
and 2016. Ho
At 31 March 2017 R-E—+tE=ZA=+—H
Level 1 Level 2 Level 3 Total
E— 5 E_R A E=RA #st
HK$’000 HK$’000 HK$’000 HK$’000
TR TR FTEx THEx
Assets BE
Held-for-trading investments HEE&RE 134,955 - - 134,955
Available-for-sale AHEERE
investments - 548 - 548
134,955 548 - 135,503
At 31 March 2016 R-ZE—RF=HA=+—H

Level 1 Level 2 Level 3 Total
E—H7I FEMAI FE=HA st

HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT T TAT

Assets BE
Held-for-trading investments HEEHRE 114,921 - - 114,921
Available-for-sale AfHERE
investments - 440 - 440
114,921 440 - 115,361
During the year, there are no significant transfers FRN - B—RRNEE LB 2L
between Level 1 and Level 2. B -
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43 OPERATING LEASE COMMITMENT 43 REHEHRE
(a) The Group leases its land and buildings under (@) AEBEREBELEHELHHAEE it
operating lease arrangements, and the terms of the kEF  HEANT—FE21TF15%
leases range from one to ten years and the leases are HEeBAEREI XN - HEHBZEA
repayable in fixed monthly instaliments. The lease REQHEHEREESE -  ~AEET
agreements are renewable at the end of the respective Bl AR SN IEE T8 -

lease terms. There is no arrangement for contingent
rent payments.

At 31 March 2017, the Group had total future minimum RZE—+tHF=ZA=1+—H XEH

lease receivable under non-cancellable operating RATHELEHEEE T 2 AEEWY
leases which fall due as follows: SEESBEN TS EREEE

2017 2016

—E—+F —E—REF

HK$°000 HK$'000

FET BT

Within one year —FR 38,107 10,269

After one year but within five years —FREBERFNRN 21,982 37,640

After five years FaRGEE - 21,982

60,089 69,891

(b) The Group entered into non-cancellable operating (b) AREBEEFEFDITZAaHRELLEH

lease arrangements with landlords and the terms of the B2 HEBN T —F2=F1T% -

leases range from one to three years.

AE EfH

The lease payments recognised as expenses are as REAZ  EERIBNT :
follows:

2017 2016
—E—tF —ERF

HK$’000 HK$'000
FTET THAT

Minimum lease payments HEEER 30,490 30,411

1 88 Kingston Financial Group Limited
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43 OPERAT'NG LEASE COMM'TMENT (continued) 43 %ﬁ%?ﬂ%‘;ﬁ(}%m

(b)  (continued) (b) (#&)
At 31 March 2017, the Group had total future minimum R-_E—+F=—A=1+—8"  A&£H
lease rent payables under non-cancellable operating RARHELEHERT 2 BIEER
leases falling due as follows: SIEES LN T EEEE -
2017 2016
—E—+F T—R"F
HK$’000 HK$'000
THET FHIT
Within one year —E R 27,082 30,785
After one year but within five years —FRBERFNA 140 26,647
27,222 57,432
44 COMMITMENTS AND CONTINGENT 44 FEERJAEE
LIABILITIES
2017 2016
—E—tF
HK$’000 HK$'000
THET FHTT
Expenditure contracted but not BT FIIE B BT AMER B
provided for in respect of: 23
— Property, plant and equipment — WE - BB MR 1,335 2,450
The Group’s wholly owned subsidiary Good Start Group A2 %A WE R R Good Start \Group
Limited received tax notices issued by Macau Financial Limited BRI BB M B L BHA =T
Services Bureau dated 29 April 2014 and18 May 2016 TRFRA—TARR=FAFRAT
assessing its Macau Complementary Tax payable for the EZ;%R@%I?% CRTERR=FENFR=
years of assessment 2009 and 2010 and years of assessment gL_%iE%RiE&:%_\_i%:g_f
2011 and 2012 respectively. The tax amounts per tax notices FRAUFR 2 BRPITSHIH - T;Z'H‘F'\g
for aforementioned years of assessment were approximately Bm & Ji”ila% %REFQ*\Z%:%IE%%IJ KR
HK$15,000,000, HK$20,000,000, HK$24,400,000 and 15,000,000/ ~ 20,000,000787T * 24,400,000
HK$25,400,000 respectively. 78 7T 2 25,400,000 7 7T, ©
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44

190

COMMITMENTS AND CONTINGENT
LlABlLlTlES (continued)

The Group’s another wholly owned subsidiary Target All
Investments Limited received tax notices issued by Macau
Financial Services Bureau dated 26 August 2015 and 24
October 2016 assessing its Macau Complementary Tax
payable for the years of assessment 2011 and 2012 and
years of assessment 2013 and 2014 respectively. The tax
amounts per tax notices for aforementioned years of
assessment were approximately HK$1,300,000,
HK$1,000,000, HK$3,800,000 and HK$6,300,000. The Group
lodged objection to appeal against the aforesaid notices
according to stipulated appeal procedures. The Review
Committee of Macau Financial Services Bureau (the
“Committee”) issued their decisions to reject all appeals by
the Group in relation to the aforesaid Macau Complementary
Tax payable.

After receiving the final decision of the Committee on their
rejection of the Group’s appeal, the Group made the tax
payment according to stipulated regulation requirement
before making further appeal via court. In regard to each of
the Committee’s rejection of the Group’s appeal, the Group
separately submitted initial petitions to the court on 9
December 2014 and 24 October 2016 for Good Start Group
Limited while submitted initial petitions to the court on 10
March 2016 and 17 February 2017 for Target All Investments
Limited. As advised by local tax consultant and lawyer, the
directors considered that the Group has valid grounds for the
appeal and they believed that the gaming revenue generated
through Good Start Limited and Target All Investments
Limited’s Service Agreement with SJM is not subject to
Macau Complementary Tax since it is derived from SJM
gaming revenue, which gaming revenue is exempted
pursuant to Macau Law. Accordingly, no provision of taxation
is considered given the chances for the chargeability is not
probable.

Kingston Financial Group Limited
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EERIAREE @)

AEES—RE2EMBARIEFIREFRA
AIWERMM B BB ERA-T—AF
NAZ+ARBERZZE—R"F+AZ+NMHEZ
HREME EERZTE——FKF
—CERREER _E—=FE R T
FrRMERERMRPEBHAR - LR
REESMHIABRBNECRED N A
1,300,000/ T + 1,000,000/% 7T * 3,800,000
7570 126,300,000 7T ° A EILZRLE L&
BRRHRYE B aEER EiF - R
Pt B REEZEg([ZEg ) IERBAK
BN &E[E 5 B Ll DRI FTSH R B FT
BEFH-

WEZEeREAREE Lo mEHRE
R BEIRBE A DI B AU BB 1R B 1A
FERRE FF o HEEEROAERES R £
HoAREESRN -_Z—NEFE+_ANBR
ZZE—XF+ H==+MH 3tGood Start
Group Limited AZ AR IR F 2 A K
RZE-RE=A+HER=ZZE—+F=A
THHREFRREERARAZERIR T Y]
W2 MBI SRR R EMER  E
ERR/AEEEBERD LFEE - MEEE
1 - 1% @ Good Start Limited & T8 EH
FRAE EBIETE] RS e E £ 2 B
HBBEHNRPIFGERET - REAB B
mRERBRE 2B - mRE 2B
ERBERPVEGIES G - ERERTIATAE
MK - BAERIENTIIERE -
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44

45

COMMITMENTS AND CONTINGENT
LlABlLlTlES (continued)

If the Group’s appeal for the years of assessment 2009,
2010, 2011, and 2012 of Good Start Group Limited, and
years of assessment 2011, 2012, 2013, and 2014 of Target
All Investments Limited is eventually unsuccessful and if the
same basis of taxation is applied to all years of assessment
from 2011 to 2017, the tax recoverable amount of
HK$97,200,000 will be offset against the tax obligation and
the Group will additionally need to pay approximately
HK$96,000,000 of Macau Complementary Tax for its mass
market business in Macau. Pursuant to the Macau
Complementary Tax law, the assessment on an estimated
assessable profit in a year of assessment will lapse in five
consecutive years after that year of assessment, thus no tax
liability was expected for the year of assessment before
2009.

UNDERWRITING AND SUB-
UNDERWRITING COMMITMENTS

The Group guarantees to purchase the securities in
underwriting amounted to HK$616,976,000 (2016:
HK$1,433,968,000) being offered by sales of securities, at an
agreed-upon price between the Group and issuer of
securities, regardless of whether or not the securities can be
sold to investors in the futures. In the opinion of the directors
of the Group, the fair values of the underwriting and sub-
underwriting arrangements are insignificant to the Group.

44

45

EERSIAREE @

i A< &= B 5t Good Start Group Limited 7 =
TENF 2 —FF —_FT——FRZF
—ZFRBREERHZ FFRUARRERIE
ERARNE——F - —F—=—F . =F
—ZER T NEEHRFERBZ LHFR
MREEARD)  MERRREEFEAN-F
——FE T LFHERREE - BlATUK
5] %% T8 97,200,000 7% 7T #8 FB LA S5 R 75 &
£ BAREEBBEEINGEERPIP ISR
438 P BT 1548 75 B 49 96,000,000 78 7T © 1R 15
SBPIFT SRS - R EE 2GR ERH
wmH IR Z A FE R EE AT #
KK MBI NFRZRREETE
FRFREEE -

BER D BEHEHEAE

AEBRFEERIHET A£#616,976,0008
T(ZZ— 754 : 1,433,968,000/8 7T ) 7 &
5 HABHFHETREVE 2ESF - BR
AAEBEBLFEHITARE M TRESHA
BEREGHETRES - AEEEERAE &
RS BETHEZ A FEHAERE S LT
BEKX-

SHELREBFRAQA]
“E—FEFER
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46 MATERIAL RELATED PARTY AND
CONNECTED TRANSACTIONS
In addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group entered
into the following material related party and connected
transactions.

(a) Key management personnel remuneration
Remuneration for key management personnel,
including amounts paid to the Company’s directors as
disclosed in note 16 as follows:

46

EXRBESTRBEXRS

Brit FM Rk A e
oh - REEEETTIE
5o

BRZR P R MEHR
REETT RER

FTEEEAEME
TEEEAENE  BRAARAE
EXNzFBERME6HE) T ¢

(a)

2017 2016

—E—+F —E—REF

HK$’000 HK$'000

FTET FHBT

Short-term employee benefits 5 HAfE B R A 101,985 82,078
Retirement scheme contribution EREH IR 104 96
102,089 82,174

Total remuneration is included in “Staff costs” (note 9).
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46 MATERIAL RELATED PARTY AND 46 ERBEAIRBEERS @

CONNECTED TRANSACT'ONS (continued)

(b) During the year ended 31 March 2017, the Group (b) Az —_FT—+F=A=+t—HILFE
entered into the following material related party K $%ILE??T§IJ$K%§;$E§&
transactions (“RPT”) which are also connected S(EEFZS]) EZ%;&%)T?%L
transactions (“CT")/continuing connected transactions BB T Z Eﬁ BRG] 8 ;_
(“CCT”) under the Listing Rules. S/ HEBEIS(HERE

1) e
Transaction type
Name of related party Nature of transaction under Listing Rules
LHHRAET 2017 2016
HELER REME ZREEE —2—tF —ETRF
HK$°000 HK$'000
TET FET
Chu and Li’s Family Brokerage income CCT 495 3,575
ENAWSENE N KESTION RERERS
Maximum amount of IPO financing CCT - -
ERERNHEERER RHERERS
Maximum amount of margin financing ~ CCT 240,266 226,666
EaRECHER HEEERS
Interest income CCT 3,211 360
FIBWA SERERS
Ho ChiHo Brokerage income CCT - -
AERLE FERTION FERERS
Maximum amount of IPO financing CCT - 5,010
ERERLNHEERER REBRERS
Maximum amount of margin financing ~ CCT - 2,582
EaRECHER RHEWRERS
Interest income CCT - 5
FEBA RERERS
Directors of subsidiaries Brokerage income CT 55 635
and associates KETON WERS
MEARESREABEAL
Kingston Finance Limited Interest expense CT 156,265 113,149
(note 2) MEFX BERS
SHEHBBRAR Management fee income (note 1) CT 600 600
(fizt 2) BERBWA (Kt 1) HERS
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46 MATERIAL RELATED PARTY AND
CONNECTED TRANSACT'ONS (continued)
(b) (continuea) (b)

46 EXBELTRBERS @

Transaction type
under Listing Rules
LEHRAET 2017 2016

Name of related party Nature of transaction

HELER REME ZREEE —2-tF Z—TRF
HK$°000 HK$'000
TET THET
Sincere Watch (Hong Kong)  Management fee income (note 1) CT/RPT 240 240
Limited (note 3) ERBWA (K1) HER S,/ BEARS
Sincere Watch (Hong Kong)  Placing commission and CT/RPT 3,327 -
Limited (472 3) financial services incomes WER S,/ BEARS
REMERERRBRA
Underwriting commission and CT/RPT = 8,969
financial advisory income HERS/BEFRS
BHEAS REBER A
Mr. Lee Wai Man (note 4) Consultancy fee (note 1) CT 1,000 1,000
FENEE(HE4) BRERWT1) BER S
Mrs. Chu Yuet Wah Staff quarter rental expenses CT 954 894
FRELT BEIFEEMEMAX HER S
REF Holdings Limited (Note 5) Management fee income CT - 480
BEERARLNR (KiEs) EEBRA HERS
Underwriting commission CT = 465
Bi#HME BERS
Selling concession CT - 240
HERTRE HERS
REF Financial Press Limited  Financial printing service charge CT 346 391
(Note 5) BHSEIRIRRT B A AERS
BEREERI AR DA
(Hiat 5)

194

For the continuing connected transactions above, the
independent non-executive directors have reviewed
and confirm that the continuing connected transactions
are in the ordinary and usual course of business, on
normal commercial terms and in accordance with the
relevant agreement governing them on terms that are
fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The Company confirms that it has complied with the
disclosure requirements in accordance with Chapter
14A of the Listing Rules.
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46 MATERIAL RELATED PARTY AND
CONNECTED TRANSACT'ONS (continued)

(b)

(continued)

The Company’s auditor was engaged to report on the
Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to
Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued his
unqualified letter containing his findings and
conclusions in respect of the continuing connected
transactions disclosed by the Group in page 193 to 194
of the Annual Report in accordance with Main Board
Listing Rule 14A.56. A copy of the auditor’s letter has
been provided by the Company to The Stock Exchange
of Hong Kong Limited.

Notes:

1. This transaction was transacted at a price agreed
between the parties and in accordance with the
agreement.

2. Mrs. Chu Yuet Wah had controlling interest in the
company.

3. Mrs. Chu Yuet Wah ceased to be the controlling
shareholder of Sincere Watch (Hong Kong) Limited on 7
September 2015. Transactions entered during the year
represented related party transactions only.

4. Mr. Lee Wai Man is the father of Mrs. Chu Yuet Wah.

5. Mr. Lau Man Tak is a controlling shareholder of REF
Holdings Limited. REF Financial Press Limited is an
indirectly wholly owned subsidiary of REF Holdings
Limited.

46 EXFELIRBERS @

(b)

(&)
AARZEBMEEZRERE ST
MAeBEGzEEEFLEHELNE
300058 (1&88]) [ EHIZ K FE R BT H
BERNEETIE]  WRREKHB
F7405% [BRBEE EMRBIFTHE
BER S MAZEED R AR E 2
BREIZIELWME - ZEEERE
TR E AR BI B 14A 56 1 5L F R 5
193 = 194 B PR Fe v N BB R =2
RPEHERBERL Y - 2P H
HASHERRER ARBEREE
#E R 5B R R R 2 2% EHD X
Bl -

Fifet

1. WEXRGIRETHES BEZEREL
WRIZB B i 7T °

2 FHELIHELR AR -

3 R-ZZE-—AFNALH FHELZL
T~ F 7 Sincere Watch (Hong Kong)
Limited Z ¥R AZ IR o 702K 4F JZ A1 i
TZXDERBETRS -

4. FEXEERFAELLZRXH -

5 BIXEELEREZERERAAZHE
RIRE - 2 ZRHEEIF B IR 2 Rl #3#E
EERBERNAZEEDENER
al e

SHELREBFRAQA]
“E—FEFER
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47 APPROVAL OF FINANCIAL STATEMENTS 47 HEREERRE
The financial statements were approved and authorised for HEREREN—_E—+ESA-THLHESE
issue by the Board of Directors on 29 June 2017. ERHE R ETE -
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