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Chairman’s Statement
FEHRE

Dear Shareholders,

On behalf of the Board of Kingston Financial Group Limited (together
with its subsidiaries, the “Group”), | am pleased to review with you
the remarkable fifteen month results of the Group.

The period of fifteen months ended 31 March 2012 was a milestone
in the Group’s evolution, as it achieved all time record highs in
revenue of approximately HK$1,574 million and a net profit
attributable to shareholders of approximately HK$549 million.

The Board recommends the payment of a final dividend of HK1.0
cent per share for this financial year. Together with the interim
dividend of HKO.5 cent per share, the full year dividend amounts to
HK1.5 cents per share.

Following the completion of acquisition of financial business, the
Group successfully capitalised the opportunity of participating in the
highly profitable industry. During the past year, the global economy
faced stern challenges. The European sovereign debt crisis, slow
economic recovery in the United States, tight money supply in
Mainland China and regional political conflicts, imposed great impact
on the financial market of Hong Kong. However, the newly acquired
financial businesses still achieved a very promising result with total
revenue generated from the financial service business segment of
approximately HK$690 million, representing approximately 44% of
the Group’s total revenue.

In September 2011, the establishment of joint venture with SBI
Holdings, Inc. to invest in private equities in the Greater China region
was also another important milestone of the Group. It provides
opportunity for the Group to tap the markets in other Asian countries
and expand the revenue base.

The Group’s Macau hotel and gaming business also generated strong
growth in revenue with approximately HK$884 million for the fifteen
month period ended 31 March 2012, representing an annualised
increase of 29% over the year ended 31 December 2010. This was
achieved through higher gaming volumes across our property
portfolio, coupled with growth in non-gaming revenue from our
hotels.
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Chairman’s Statement
FEHE

China in its latest “Twelfth Five Year Plan” sets that the target of
maintaining an economic growth rate of 7.5% in 2012. Hence, the
Board is confident about the future development of China and
expected that both Hong Kong and Macau economies will benefit
from the support of the economic development of Mainland China.

Looking forward, the Board continues to be optimistic on both of
financial businesses in Hong Kong as well as the hotel and gaming
business in Macau. Notwithstanding a difficult year in which we were
faced with an overall recessing investment market, we are confident
that the disciplined execution of our prudent business strategy, our
sound risk management and cost control, our continuous and firm
commitment in providing the best services to our customers will
continue to enable the Group to maintain a healthy and strong
growth in its businesses.

Finally, I would like to thank our board of directors, management
team and our employees for their dedication and significant
contribution in the past years. | would also like to express my sincere
appreciation to all our fellow shareholders, customers and business
partners for their continuous support and confidence in the Group.

By Order of the Board

Chu, Nicholas Yuk-yui
Chairman

Hong Kong, 26 June 2012
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Management Discussion and Analysis

B B am M oA

On behalf of the board of directors (the “Board”) of Kingston Financial
Group Limited (the “Company”), | am pleased to announce the result
of the Company and its subsidiaries (collectively, the “Group”) for the
fifteen months ended 31 March 2012.

CHANGE OF FINANCIAL YEAR END DATE
As disclosed in the Company’s announcement dated 1 April 2011,
the Company has changed its financial year end from 31 December
to 31 March. Accordingly, the audited financial statements cover a
fifteen month period from 1 January 2011 to 31 March 2012.

OVERVIEW

The Group is principally engaged in the provision of a wide range of
financial services which include securities underwriting and
placements, margin and initial public offering financing, securities
brokerage, corporate finance advisory services, futures brokerage
and asset management services. The Group also provides
entertainment and hospitality services in Macau. Following the
completion of acquisition of Kingston group of companies on 1 April
2011, the Group'’s profitability was enhanced immediately, coupled
with the continuously strong growth in the Macau tourism and
gaming industries.

The Group's turnover was approximately HK$1,573,971,000 for the
fifteen months ended 31 March 2012, representing a significant
revenue growth as compared with approximately HK$541,247,000 in
the year ended 31 December 2010.

During the fifteen months ended 31 March 2012, the Group recorded
an EBITDA of approximately HK$848,740,000 (year ended 31
December 2010: HK$199,420,000).

The net profit attributable to the Company’s shareholders amounted
to approximately HK$548,988,000 (year ended 31 December 2010:
HK$99,558,000). The basic earnings per share for the fifteen months
ended 31 March 2012 was HK3.69 cents (year ended 31 December
2010: HK2.06 cents).
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Management Discussion and Analysis
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BUSINESS AND FINANCIAL REVIEW

Securities Brokerage, Underwriting and
Placements

The Group mainly offers trading services in Hong Kong and does not
have any representative office in overseas jurisdictions. However, to
accommodate the investment need of its clients, the Group arranges
dealing and brokerage services in overseas markets including
Singapore, Australia, the United States of America and the United
Kingdom through brokers which are licensed in the respective
jurisdictions. Customers may place orders by telephone as well as
via the internet system. The securities brokerage business generates
revenue by charging commissions for transactions executed through
the trading platform provided by the Group. Brokerage commission
rate charged for telephone orders is the same as that charged for
online trading and orders made in person.

Securities underwriting and placement services is one of the main
revenue streams of the Group. The Group undertakes the origination,
structuring and marketing of placements of equity and equity-related
securities. It also provides comprehensive solutions to clients’
financing needs. The Group has successfully undertaken the roles of
placing agents and underwriters for listed companies in a wide range
of industries, including food and beverage, media and entertainment,
jewellery, garment, printing, energy, health care, utilities, information
technology, transportation and financial services for the period under
review.

During the period, this segment recorded revenue of approximately
HK$179,787,000 which accounted for 26% of the Group’s financial
service segment revenue.

Margin and IPO Financing

Margin and IPO financing services are provided by the Group to
complement its securities brokerage business. 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 period, revenue generated from the margin and IPO
financing segment amounted to approximately HK$489,762,000,
accounting for 71% of the Group’s financial service segment
revenue.
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B B am M oA

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 financing services to its clients including corporate
finance advisory services, futures brokerage and asset management.

The Group holds licence 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 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. Clients can place orders on the internet in
addition to 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 period, this segment recorded revenue of approximately
HK$20,498,000 which accounted for 3% of the Group's financial
service segment revenue.

Hotel Business

The Group’s hotel operation, mainly comprised of hotel rooms, food
and beverage sale and other rental income, ensued the strong
growth in years 2011 and 2012. The revenue for the fifteen months
ended 31 March 2012 amounted to approximately HK$258,121,000
(year ended 31 December 2010: HK$159,246,000). Hotel business
contributed 29% (year ended 31 December 2010: 29%) of the total
hotel and gaming business turnover. During the period under review,
the average occupancy rate of the two hotels was approximately
79%. The ongoing renovation entails the modern-fashioned guest
rooms to bring consistent improvement in room rates and occupancy
rate.
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Management Discussion and Analysis

B B A wm M AT

Gaming Business

The Group'’s casino operation is run by the licence holder Soceidade
de Jogos de Macau, S.A.. The two casinos consistently provided solid
contributions to the Group in line with the rapid development of the
gaming industry in Macau. To retain quality customers and attract
potential ones, the Group strengthened its membership programmes
and provided a variety of incentives for members to increase their
spending in the casinos as well.

Gaming revenue, including gaming revenue and food and beverage
sale in casino, amounted to approximately HK$625,803,000 for the
fifteen months ended 31 March 2012 (year ended 31 December
2010: HK$382,001,000). Gaming revenue accounted for 71% (year
ended 31 December 2010: 71%) of total hotel and gaming business
turnover.

As at 31 March 2012, the Group has 64 tables in the 2 mass market
halls, 8 tables in the 2 self-managed VIP rooms and 189 slot
machines and 120 live baccarat machines in the 2 electronic gaming
halls. With all these well equipped gaming facilities, the Group
continued to benefit from this stable source of revenue from the
Macau market.

Trading of Listed Securities

During the first quarter of 2012, the global equity market did not
demonstrate a sign of strong recovery. The market value of the
trading securities held by the Group recorded a revaluation deficit of
approximately HK$15,817,000 during the period under review, in
addition to loss from trading of listed securities of approximately
HK$74,688,000. As at 31 March 2012, the Group was holding trading
securities of approximately HK$51,365,000 in value.
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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 period under review,
it amounted to approximately HK$26,307,000 (year ended 31
December 2010: HK$16,771,000). The increase was in line with the
growth in the hotel revenue.

Staff Costs

Staff costs amounted to approximately HK$165,109,000 (year ended
31 December 2010: HK$101,906,000), the increase mainly due to
addition of staff cost in relation to the financial businesses acquired
in April 2011. Remuneration packages commensurate with
employees’ qualification 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. During the period under review, it amounted to
approximately HK$233,623,000 (year ended 31 December 2010:
HK$134,779,000), representing the booming performance of gaming
industry in Macau.

Other Expenses

Other expenses mainly represent operating expenses for hotel
rooms and gaming facilities, rent and rates, legal and professional
fees, advertising and promotion expenses and Macau property tax.
During the period under review, it amounted to approximately
HK$193,513,000 (year ended 31 December 2010: HK$114,711,000),
reflecting mainly the addition of finance businesses.

Finance Cost

During the period under review, finance cost represents the effective
interest expense on promissory notes.
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FUTURE PROSPECTS

The global capital market was exceptionally complex due to the
uncertainty of economic recovery in the US, the eurozone crisis
showed no signs of abating, the progress of economic recovery
progress in Japan post Fukushima earthquake in March 2011 and the
nuclear crisis emerged subsequently. Investor confidence remained
subdued.

The PRC Government’s tightening measures against real estate
market bubbles and inflation continue to cast a shadow on global as
well as Hong Kong's economy. Nevertheless, the People’s Bank of
China, the central bank, has lowered its RMB deposit reserve
requirement ratio by 50 basis points each in December 2011,
February 2012 and May 2012 after the continuous raising of the
deposit reserve requirement ratio since December 2008, and the
central bank cut rates for the first time by 25 basis points for
12-month lending and deposit rates on 8 June 2012 might be a sign
of gradual relaxation of monetary tightening to stimulate growth, as
the global financial crisis has started to weigh on the economy.

Fragile investor confidence and high volatility in global capital market
continue to affect the global market performance. However, growing
PRC economy plays an important role in influencing the global
economic recovery and the Central Government’'s support
maintaining Hong Kong as an international financial centre provide
us with excellent opportunities.

Financial Services Segments

The Group has achieved an impressive performance for its securities
underwriting and placements, margin and IPO financing and
securities brokerage businesses during the period under review.
Leveraging the long-established reputation and a strong client base,
the Group will further reinforce the foundation in these key revenue
generating businesses by recruiting qualified professionals,
improving the trading infrastructure and delivering more value-added
services to its clients.

With the commencement of new business, a jointly established fund
with SBI Holdings, Inc. was set up in September 2011, with the focus
on investment in private equities in the Greater China region. It is
expected that the return will be a new revenue source of income in
the future financial years.
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B B am M oA

The Group will continue to leverage its strong equity capital markets
("ECM") client base to capture the market share in corporate finance
advisory business. The Group will also continually pursue
opportunities to gain exposure to various types of corporate
transactions and actively explore potential business with the existing
ECM clients. It will deploy more resources and experienced
personnel to cope with the potential growth of its corporate finance
advisory business.

The first RMB-denominated REIT was successfully listed on the Stock
Exchange in April 2011. The breakthrough in the development of
RMB-traded products is a significant move in the Hong Kong financial
market and the mounting demand for more diversified RMB-traded
products indicates the increasing business opportunities from the
PRC. The system enhancements to support the introduction of the
RMB Equity Trading Support Facility (TSF) were completed in October
2011. The Group will continue to improve its trading and settlement
infrastructure to accommodate trade settlement for RMB-traded
products.

Hotel and Gaming Segments

The Group continuously pursues various marketing and promotion
activities through the comprehensive membership programmes. Our
guests enjoy impressive services within the Group’s properties with
the use of our casino package. In view of the consistent growth in
membership base of the programmes, the Group will further
enhance the programmes to attract new customers.

The newly renovated guest rooms have proved to be in popular
demand and the Group will continue to invest in this area to pave the
way for revenue enhancement. The Group will also further
strengthen its relationship with travel agencies and offer packages
and joint promotions with business partners so as to broaden the
scope of customers of the two hotels.

Capturing the experience of success in electronic gaming hall in
Grandview Hotel, the Group is now actively preparing for the
upgrading of the same in Casa Real Hotel. Significant revenue growth
therefrom is expected.
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LIQUIDITY, FINANCIAL RESOURCES AND
FUNDING

As at 31 March 2012 the shareholders’ fund and net current assets
of the Group amounted to approximately HK$14,132,065,000 (31
December 2010: HK$3,815,867,000) and HK$1,626,972,000 (31
December 2010: HK$1,207,831,000) respectively. On the same date,
the Group had cash and bank balance of approximately
HK$145,172,000 (31 December 2010: HK$617,126,000) and the
current ratio was 1.4 (31 December 2010: 22.8).

As at 31 March 2012, the Group had bank borrowings of
approximately HK$981,000,000 (31 December 2010: nil), amounts
due to shareholders of approximately HK$1,924,411,000 (31
December 2010: nil), loan from a related company of approximately
HK$16,017,000 (31 December 2010: nil), promissory notes of
approximately HK$924,648,000 (31 December 2010: nil) and
subordinated loans of approximately HK$700,000,000 (31 December
2010: nil). On the same date, the net gearing ratio, measured on the
basis of total borrowings less bank and cash balances over net
assets, was 31% (31 December 2010: net cash position).

Details of the bank loans is set out in notes 35 to the financial
statements.

CONTINGENT LIABILITIES

No material contingent liabilities of the Group were noted as at 31
March 2012.

RBEE  MBERRES

RIBE——FZA=+—H8 AEEZKRERES
MR EEFED RIHA14,132,0650008 7T (=
T—TF+_-_HA=+—8 :3,815,867,000F L) &
1,626,972,0008 L (ZE—ZFF+_A=+—H:
1,207,831,000/870) - R H » "EBZIRE RIRTT
HERE B1451720008 t(ZE—ZFF+ =R
=+—H : 617,126,000 7T) * REELEE1.4(Z
T-TEFE+-A=+—H  228) -

R-ZFE——F=ZA=+—8 A&EBZRITEE
4949810000008 T (ZE—ZTFE+_A=+—
H &) ERIREFIEL A1,924,411,000/87T(=
T—TF+-_A=+—H:#) KRE—XKBFEQ
Rz ER4/A/16,017,0008 T (ZE—FF+ = A
=+—H: &) AREELR924,648000% T
—E-ZEF+-A=+—08: B)RBEEBRY
/700,000,000 L (ZE—ZEF+=-_A=+—8:
m)- AR FEERBBLEEARAINY(ZZE—ZFF
+-AZ=Z+—H:FRE&MRN) ZHRUEEE
BIRTT MRS EHRBREEFERE -

RITERZ BN IS RRIFESS ©

RAEE
RZE——F=ZA=+—H AEETELME
KekhafE o

13



Kingston Financial Group Limited Annual Report 2012

Management Discussion and Analysis

B B am M oA

CAPITAL STRUCTURE

During the fifteen months ended 31 March 2012, the Company had
issued and allotted 6,000,000,000 new shares pursuant to the
acquisition of the financial services business. Further details can be
found in the paragraph headed “Material Acquisitions and Disposals”
below.

During the same period, the Company had placed a total of
890,000,000 new shares to certain independent third parties, details
of which were described in the Company’s announcements dated 7
April 2011 and 28 April 2011. The proceeds from the placing
amounted to approximately HK$871,900,000.

During the same period, certain employees exercised their options
to subscribe for 2,450,000 new shares of the Company. The proceeds
from the exercise of options amounted to approximately
HK$1,568,000.

FINAL DIVIDEND

The Board recommended the payment of a final dividend of HK1.0
cent per Share for the fifteen months ended 31 March 2012 (“Final
Dividend”) to the Shareholders whose names appear on the register
of members of the Company as at 4:30 p.m. on 22 August 2012, the
record date for determining entitlements of the Shareholders to the
proposed Final Dividend. 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 will be payable on or about 29 August 2012.

In order to qualify 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 26/F., Tesbury Centre, 28 Queen’s Road
East, Wan Chai, Hong Kong not later than 4:30 p.m. on 22 August
2012.

CLOSURE OF REGISTER OF MEMBERS

The book closure dates are from 16 August 2012 to 17 August 2012,
both days inclusive. No transfer of shares will be registered during
this period. In order to qualify for the entitlement to the attendance
and voting at the annual general meeting, all transfers accompanied
by relevant share certificates must be lodged with the Company's
branch share registrar in Hong Kong, Tricor Abacus Limited at 26/F.,
Tesbury Centre, 28 Queen’s Road East, Wan Chai, Hong Kong by no
later than 4:30 p.m. on 15 August 2012.
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest
customers were approximately 45% of the Group's total revenue and
the revenue attributable to the Group's largest customer were
approximately 39% of the Group’s total revenue for the period.

The aggregate purchases and service received during the fifteen
months ended 31 March 2012 attributable to the Group’s five largest
suppliers were less than 30% of the Group’s total purchases and
service received.

At no time during the fifteen months ended 31 March 2012 did a
Director, an associate of a Director or a shareholder of the Company,
which to the knowledge of the Directors, owns more than 5% of the
Company'’s issued share capital, have an interest in the share capital
of any of the five largest customers of the Group.

EMPLOYEES

As at 31 March 2012, the Group employed a total of approximately
800 staff. The total staff cost for the fifteen months ended 31 March
2012 was approximately HK$165,109,000. 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 2012, the Group had pledged clients’ securities at a
value of approximately HK$5,902,275,000 to secure certain banking
facilities provided to the Group.

MATERIAL ACQUISITIONS AND DISPOSALS

On 14 December 2010 (as supplemented by the supplemental
agreement dated 7 January 2011), the Company entered into the sale
and purchase agreement with Active Dynamic Limited and Better
Sino Limited (collectively the “Vendors”) and Mrs. Chu Yuet Wah (as
guarantor), pursuant to which the Company has conditionally agreed
to acquire and the Vendors have conditionally agreed to dispose of
the entire issued share capital of Kingston Capital Asia Limited at a
total consideration of HK$12,000,000,000. The acquisition was
completed in April 2011.
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Kingston Group is one of the well-established securities brokerage
and financial advisory houses in Hong Kong providing a wide range
of financial services which include: (i) securities underwriting and
placements; (ii) margin and initial public offers financing; (iii)
securities brokerage; (iv) corporate finance advisory services; (v)
futures brokerage and (vi) asset management services. Through the
acquisition the Group has made a meaningful step in its strategic
direction to focus on diversification of businesses. The acquisition
has enabled the Group to become one of the leaders in the provision
of financial and brokerage services in the region. In particular, it is
the intention of the Board that the business of the enlarged Group
will focus on high quality securities brokerage, futures dealing and
other financial services.

During the period under review, no material disposal was conducted
by the Group.

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 service businesses and gaming revenue are
mainly denominated in Hong Kong Dollars and hence no significant
exchange rate risk is identified.

The Group is exposed to foreign currency risk primarily through loan
receivable that are denominated in a currency other than its
functional currency. The currency giving rise to this risk to the Group
is primarily Canadian dollars. 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.
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REVIEW BY AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) meets
the external auditors at least once 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.

CORPORATE GOVERNANCE

The Group had complied with the code provisions set out in the
Code on Corporate Governance Practices (the “Code”) contained in
Appendix 14 of the Listing Rules on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) during the fifteen months ended
31 March 2012.

By Order of the Board

Chu Yuet Wah
Chief Executive Officer

Hong Kong, 26 June 2012
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The Board is pleased to present this Corporate Governance Report in
the Group's annual report for the fifteen months ended 31 March
2012.

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:

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

(by 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 operation.

The key corporate governance principles and practices of the
Company are summarised as follows:
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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.
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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 5 members, consisting of 2 Executive Directors and 3
Independent Non-executive Directors.

The Board comprises the following Directors:

Executive Directors:
Mr. Chu, Nicholas Yuk-yui (Chairman)
Mrs. Chu Yuet Wah (Chief Executive Officer)

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)

Mr. Yu Peter Pak Yan (Chairman of Remuneration Committee and
Member of Audit Committee and Nomination Committee)

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 fifteen months ended 31 March 2012, 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 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.
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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.

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.

The Board as a whole is responsible for reviewing the Board
composition, developing and formulating the relevant procedures for
nomination and appointment of Directors, monitoring the
appointment and succession planning of Directors and assessing the
independence of Independent Non-executive Directors.

The Board reviewed its own 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 Board 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.
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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 operation 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.

There are also arrangements in place for providing continuing
briefing and professional development to Directors whenever
necessary.

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.

During the fifteen months ended 31 March 2012, 8 Board meetings
were held. The individual attendance record of each Director at the
meetings of the Board, Audit Committee and Remuneration
Committee during the fifteen months ended 31 March 2012 is set out
below:

EEE
EAHEEEEHEIREABIRE - RRE
DTRARAREBREEUR T2 AOERESR
LRI R A IBREEREE TR -

AEBTNEFTE

BEXRER-

ESRER
ERRESHERH

EERBFRIBITHRER
et Rt EM S MR ERRUARE R
AR IR MR o

F8T

Kt AR

JiS

BB ESREFERRR

€% eRAME

HE_ZT——_F=A=+—HILETREA K

NABRIT\NEEZRCR -  SEENHE-Z
——H=ZA=T—HI+REARESEE T

™~

ZEEhFHEZE S SR 2 EAAHECEHIIWM

Attendance/Number of Meetings

HE BB RE

Audit Remuneration

Name of Directors Board Committee Committee
EEHA BERH BEREE® FHEES
Mr. Chu, Nicholas Yuk-yui KRB E 6/8  Notapplicable  Not applicable
i A T EA

Mrs. Chu Yuet Wah ERELL 6/8  Notapplicable  Not applicable
T E M T iE A

Mr. Wong Hin Shek TEmELE 4/4  Notapplicable  Not applicable
(resigned on 1 April 2011) (RZZF——FH—HEHE) i A TEA
Dr. Wong Yun Kuen = EEEL 8/8 4/4 11
Mr. Lau Man Tak e S 8/8 4/4 1/1
Mr. Yu Peter Pak Yan RIACEE 7/8 2/4 171
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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.

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.

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 operation.
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.

The majority of 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:

(@  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.
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(c) To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

The Audit Committee held four meetings during the fifteen months
ended 31 March 2012 to review the financial results and reports,
financial reporting and compliance procedures, the Company’s
internal control and risk management review and processes and the
re-appointment of the external auditors.

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 fifteen months ended 31 March
2012 have been reviewed by the Audit Committee.

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 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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The Remuneration Committee met once during the fifteen months
ended 31 March 2012 and reviewed the existing remuneration policy
and structure of the Company and remuneration packages of the
Directors and the senior management.

Nomination Committee

The Nomination Committee has been set up since 19 March 2012
and comprises three Independent Non-executive Directors, Dr. Wong
Yun Kuen, Mr. Lau Man Tak and Mr. Yu Peter Pak Yan. Dr. Wong Yun
Kuen is the chairman of the Nomination Committee. The Nomination
Committee has adopted terms of reference which are in line with the
Corporate Governance Code. The 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.

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 fifteen
months ended 31 March 2012.

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
unpublished price-sensitive information of the Company.

No incident of non-compliance of the Written Guidelines by the
employees was noted by the Company.
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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, price-
sensitive 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 fifteen months ended 31
March 2012.

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 44 to 45.

The remuneration paid/payable to the external auditors of the
Company in respect of audit services and non-audit services for the
fifteen months ended 31 March 2012 amounted to HK$1,984,000 and
HK$784,000 respectively.

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

FRMBRR2EEREBEAME

EERAEMFERPHRE REFRIER
HRE EmRR M EMEERTE 2 HMEER
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HNFAE A5 B 2B I RBEVRE -

REBE-_Z——F=A=+—8H1-+H@A  »
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Amount

of Fees

Types of Services Payable/Paid

BB

PR E R BRTHE

(HK$)

(B7)

Audit Services EZRTE 1,984,000
Non-audit Services IEEZRIF

1. Taxservices 1. TIBRR 4,000

2. Others 2. EHi 780,000

784,000

Total A&t 2,768,000
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INTERNAL CONTROLS

The Board is responsible for maintaining an adequate internal control
system to safeguard shareholder investments and Company assets,
and reviewing the effectiveness of such on an annual basis through
the Audit Committee.

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 period under review, the Board, through the Audit
Committee, has conducted a review of the effectiveness of the
internal control system of the Company.

SHAREHOLDER RIGHTS AND INVESTOR
RELATIONS

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

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 operation, financial information and other information are
posted.
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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 fifteen months ended 31 March 2012.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries are set out in note 22 to the
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the fifteen months ended 31 March 2012
are set out in the consolidated statement of comprehensive income
on page 47. The Board recommended the payment of Final Dividend
of HK1.0 cent per share for the fifteen months ended 31 March 2012
(year ended 31 December 2010: nil). An interim dividend of HKO.5
cents per share was declared during the six months ended 30 June
2011 (six months ended 30 June 2010: nil).

SEGMENTAL INFORMATION
An analysis of the Group’s performance for the fifteen months ended
31 March 2012 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 41 to the financial
statements and in the consolidated statement of changes in equity
on page 51 respectively.

DISTRIBUTABLE RESERVES
Details of the distributable reserves of the Company as at 31 March
2012 are set out in note 41 to the financial statements.

DONATIONS

Charitable donations made by the Group during the fifteen months
ended 31 March 2012 amounted to approximately HK$1,986,000.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the
Group are set out in note 19 to the financial statements.

SUBSIDIARIES
Particulars of the Company’s principal subsidiaries are set out in
note 22 to the financial statements.
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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the past five financial years, as extracted from the audited
financial statements and reclassified as appropriate, is set out as

AEMBHME
AEEBERENREE ZENRAERE &
HME  DREBEEERNERE  YEIFEEE
MM WP

below:

2012 2010 2009 2008 2007
—E--f ZT-TF ZZThEFE ZTENF ZTTtF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FHET FET FET TET
(restated) (restated) (restated)

(E75) (&%) (E7))

Turnover E 1] 1,573,971 541,247 413,739 421,748 474,135

Profit/(loss) for the year FREHN,(EE) 639,903 100,904 231,687 (179,910) 139,245

Profit/(loss) attributable to owners BEAEIEEF

(E18) 548,988 99,558 229,915 (180,816) 137,719

Total assets EERE 19,518,211  3,875279 3,252,731 2,859,876 3,484,791

Total liabilities BERAE (5,374,857) (55,526) (44,815) (34,915) (174,045)

Non-controlling interest IEIERR M (11,289) (3,886) (2,540) (2,568) (5,662)

Shareholders’ fund BRES 14,132,065 3,815,867 3,205,376 2,822,393 3,305,084

Notes: Wit -

(1) Proceeds from sale of trading securities had been included in Turnover (1) (B HEX ZEFFSHBECMAEZ —FTEF+
of Continuing operation for the year ended 31 December 2007. For the FH A=+ —HIFFEZHEKEXBFEE
fifteen months ended 31 March 2012, years ended 31 December 2010, B o F%ﬁf F——F=H=F—HiIt+HME
2009 and 2008, gross sales proceeds arising from the sale of trading A BE—ZFT—FTF —_FTENFEFR _FLT)\F
securities are not presented as Revenue. The comparative figures for +=ZA= + HIFFE  FKEHEXR ZESFZ
the year 2007 were restated to conform with current year presentation. BB FEZD B e e EEI —FELFZ

HEET  UFERFREZZIF o

(2)  For the year ended 31 December 2010, the Company first adopted — (2) REZ-_F—ZFF + ﬁ +—HIFFE AL
amendments to HKAS 17 made under “Improvements to HKFRSS 2009”. FERRARE —EENFHEDEEHBERE
The comparative figures for all the years 2007 to 2009 were restated to JERIZ MGE IEH 2 é‘ /?f SR ERIE 179 ZME5T -
conform with current year presentation. BEI-ZFELFZ_FFNFHBEFEZHLE

7 UFEAFEZZ2ITR -
(3 2012 figures represent period for fifteen months ended 31 March 2012. (3} —E——F 2 FHEHET _FT——F=HA=+—
i+ A ARRZ B F

SHARE OPTIONS AND SHARE CAPITAL R ER KA

Details of the movements in the share options and share capital of KA &) B A% AE K i& A HA N &2 B 15 o B H B 75

the Company during the period are set out in notes 38 and 40 to the ~ ¥R&RMIFE38 1240 »

financial statements respectively.
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SHARE OPTION SCHEMES
Details of the share option schemes are set out in note 38 to the
financial statements.

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
Except for the repurchase of the Company’s own Ordinary Shares as
set out in note 40 to the financial statements, 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 fifteen months ended 31
March 2012 and up to the date of this report were:

Executive Directors

Mr. Chu, Nicholas Yuk-yui (Chairman, re-designated from
non-executive director on 1 April 2011)

Mrs. Chu Yuet Wah (Chief Executive Officer)

Mr. Wong Hin Shek (resigned on 1 April 2011)

Non-executive Director
Mr. Chu, Nicholas Yuk-yui (re-designated to executive director
on 1 April 2011)

Independent Non-executive Directors
Dr. Wong Yun Kuen

Mr. Lau Man Tak

Mr. Yu Peter Pak Yan

In accordance with the bye-law 87(1), Mr. Chu, Nicholas Yuk-yui and
Dr. Wong Yun Kuen will retire by rotation at the forthcoming annual
general meeting.

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 and Mr. Yu Peter Pak Yan 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.
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BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographies 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 59, holds a Bachelor’s degree in
Accounting and a Master’s degree of Business Administration from
the Louisiana State University. He has over 29 years of experience in
commercial property leasing and management, and more than a
total of 19 years of 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) activities. He is the
spouse of Mrs. Chu Yuet Wah and he joined the Group in February
2006.

Chief Executive Officer and Executive Director
Mrs. Chu Yuet Wah, aged 53, is the Chief Executive Officer and an
Executive Director of the Company. She has been involved in gaming
entertainment related services and has profound knowledge in the
development of the gaming entertainment industry in Macau. She is
the Member of National Committee of Chinese People’s Political
Consultative Conference, Member of Guangdong Committee of
Chinese People’s Political Consultative Conference, Vice Chairman of
Hong Kong Committee of the Chinese People’s Political Consultative
Conference (Provincial) Member Association Foundation, Vice
Chairman of The Chamber of Hong Kong Listed Companies, Vice
Chairman of The Institute of Securities Dealers Limited, Vice
Chairman of Hong Kong Securities Professionals Association,
Director of Jet Li One Foundation, Vice Chairman of Po Leung Kuk,
Chairman of Federation of Hong Kong Guangdong Community
Organizations, Chairman of Aplichau Promotion of Tourism
Association, School Manager of Aplichau KaiFong Primary School,
Chairman of The Aplichau KaiFong Welfare Association, Honorary
President of Hong Kong Federation of Women, Vice President of The
Tung Koon District General Association, President of the Women'’s
Community of Tung Koon General Association, Honorary Vice
President of The Hong Kong Girl Guides Association. She received an
Honorary Doctorate of Philosophy in Business Management degree
from York University, the U.S.A. and holds a Bachelor of Science in
Management degree from Golden Gate University, the U.S.A.. She is
the spouse of Mr. Chu, Nicholas Yuk-yui and she joined the Group in
April 2005.
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Independent Non-executive Directors

Dr. Wong Yun Kuen, aged 54, 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 @ member of Hong Kong
Securities Institute. Dr. Wong is an executive director of UBA
Investments Limited, and the independent non-executive director of
Bauhaus International (Holdings) Limited, China Grand Forestry Green
Resources Group Limited, Climax International Company Limited,
Harmony Asset Limited, Hua Yi Copper Holdings Limited, Kaisun
Energy Group Limited, Kong Sun Holdings Limited, China Yunnan Tin
Minerals Group Company Limited, New Island Printing Holdings
Limited and ZMAY Holdings Limited. Dr. Wong was also independent
non-executive director of Grand Field Group Holdings Limited from
September 2004 to September 2009, China E-Learning Group Limited
from August 2007 to June 2010, and Superb Summit International
Timber Company Limited from April 2007 to June 2010, and the
chairman and executive director of Green Energy Group Limited from
December 2009 to May 2010. He joined the Group in June 2005.

Mr. Lau Man Tak, aged 42, holds a bachelor degree in Accountancy
from the Hong Kong Polytechnic University. He has more than 15 years
of experience in corporate finance, accounting and auditing. He is a
fellow member of the Association of Chartered Certified Accountants
in the United Kingdom, an associate member of the Hong Kong
Institute of Certified Public Accountants and a member of the Hong
Kong Securities Institute. He is currently an executive director of
Aurum Pacific (China) Group Limited, China Grand Forestry Green
Resources Group Limited and an Independent Non-executive Director
of Climax International Company Limited, Kong Sun Holdings Limited,
AMCO United Holdings Limited (formerly known as Guojin Resources
Holdings Limited) and Sincere Watch (Hong Kong) Limited which are
companies listed on the Main Board of Stock Exchange (save for
Aurum Pacific (China) Group Limited which is a company listed on the
Growth Enterprise Market of the Stock Exchange. He was also a
former Executive Director of Wardley International Holdings Limited
from December 2007 to January 2010, the shares of which are listed
on the Main Board of the Stock Exchange. He joined the Group in
October 2005.

BYKHITES

EHEEL  S45%  BEEERHBARASBE LS
W BEEBE £ Afe 8 K2 Wharton School [ £
EEEE | -@HLIAEZELREESMATIIES
FHMERE  RENMPTEERDBELELS -
WAEABEAEHEEEEEE - 5 H T AMPRE
ERABZHITES  URBEHERE(ER) A
RAR - PEMAGEBEREEGRAR - HE
B ERAF - THARAR  EBREERSE
Raa - FEsREBABRAR - JTILIERER
A FEEHEEEEFR AR - FMERISE
EERAGIRTREZEERER AR ZEIEHR
TEZ HZBLINEN_ZTTMFNLAE_ZT
NWENAMETEHEREBBER AT 2B IEHR
TEE RIZEEEFNAEZZE—ZFAH
M ERERRSEEEER AR 2B IIENTT
EENR_EELFRAZ T -ZTF XA HHE
HPIFEEBEAREER AR ZBYIERITES -
UERZZEENGFTZRE_S—SF 1 AHE
LT B REHE EEBR AR EERAITES -
FR_ETREFENAMBERES -

BINEBRE 25 BEEEEIAZGTEE
T REERE St RBEFTEAHS 1S
FEH BERAEEFITARSIMAEEREE
REBEHMAGEE  WABEIRFEEES
28 - KERRETREEFR AR RFPBEMAKK
GEAREEFRAFIZATES - WERER
BERAG  TILERERAR - ERERBR
ANAI(AIBEE ERERAR X F) KSincere
Watch (Hong Kong) Limited Z @7 JFTTE F © B
BRTEEEBRARRBZAEIZER EH AR
O ZFRRHRBRMERET AR - KB
ET+F+AEZTSF—AEAEZHE
BIERAERARZAFATES  ZAAz2RHR
B ERET - BR_ZTTRFE+AMBARAE
°

35



Kingston Financial Group Limited Annual Report 2012

Report of the Directors
EERWmE

Mr. Yu Peter Pak Yan, aged 61, has over 29 years of experience in
real estate and financial services industries. Mr. Yu has a Bachelor
Degree in Management from Youngstown State University in Ohio,
USA and a Master of Science Degree in Financial Services from
American College in Pennsyvania, USA. Mr. Yu is a member of the
Certified Commercial Investment Member Institute and was the first
Chinese-American elected to the board of the San Francisco
Association of Realtors. Mr. Yu worked in Pacific Union Real Estate
Company in the United States from 1980-1995 and held senior
positions in MetLife and New York Life Insurance Company in
managing Asian customers in North America. Mr. Yu is also an
executive director of Kong Sun Holdings Limited, an independent
non-executive director of M Dream Inworld Limited and Sam Woo
Holdings Limited. He joined the Group in September 2008.

Senior Management

Mr. Lui Jammy, aged 43, is the Chief Operating Officer — Financial
Services, of the Group. Mr. Lui is responsible for overseeing the
operation of the Group. Mr. Lui has over 12 years of experience in
securities and capital markets, and has extensive experience in
auditing, financing, accounting and operation. Mr. Lui graduated
from the Hong Kong Polytechnic University with a Bachelor of Arts
Degree in Accountancy. He also holds a Master’s Degree in Business
Administration from the University of Manchester and a Bachelor’s
Degree in Laws from University of London. He is also a Certified
Public Accountant (Practising) and a fellow member of both the Hong
Kong Institute of Certified Public Accountants and the Associate of
Chartered Certified Accountants. He is also an associate member of
both the Institute of Chartered Secretaries and Administrators in the
United Kingdom and the Hong Kong Institute of Chartered
Secretaries. He is registered as a Responsible Officer under Type 1
(dealing in securities) and Type 2 (dealing in futures contracts)
regulated activities. Mr. Lui joined the Group in December 2010.

Mr. Lai Yick Fung, aged 41, is the Financial Controller of the Group
and Secretary of the Company. He obtained a Bachelor of Arts
Degree in Accountancy in Hong Kong Polytechnic University. Mr. Lai
is an associate member of the Hong Kong Institute of Certified Public
Accountants, the Hong Kong Institute of Chartered Secretaries and
the Institute of Chartered Secretaries and Administrators in the
United Kingdom. Mr. Lai had worked for an international accounting
firm and a number of listed companies in Hong Kong and the United
States as senior management and has years of experience in
auditing, accounting and financial management. Mr. Lai joined the
Group in August 2008.
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Ms. Chan Yin Tong Cynthia, aged 61, 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 more than 32 years of 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 1992 and was also the Assistant Vice
President of Prudential Bache Securities Hong Kong Limited in 1997.
She is very experienced with the operation 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.

Mr. Lou Ming, aged 39, is the managing director of Kingston
Corporate Finance Limited. Mr. Lou is responsible for supervising the
daily operation of Kingston Corporate Finance and the execution of
corporate finance projects, such as private placements, secondary
market placements, merger & acquisitions, reverse takeovers and
financial advisory on corporate reorganization. Mr. Lou has more
than 16 years of experience in banking and corporate finance. Prior
to joining the Kingston Group, Mr. Lou has worked with several
corporate finance houses in Hong Kong to provide advisory services
to enterprises in Hong Kong and the PRC, including IPOs on the Main
Board and GEM of the Stock Exchange, takeovers, disposals and
acquisitions of assets, debt and corporate restructuring, privatization
and spin-off of listed companies. He is registered as a Responsible
Officer under Type 6 (advising on corporate finance) regulated
activities. Mr. Lou joined the Group in June 2010.
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Mr. Ho Chi Ho, aged 37, is a director of Kingston Corporate Finance.
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 more than 14 years of 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
accounting and finance from The University of Hong Kong. He is
registered as a Responsible Officer under Type 6 (advising on
corporate finance) regulated activities. Mr. Ho had worked with the
Group from 2003 to 2007 and rejoined in August 2011.

Mr. Keung Kelvin, aged 38, 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 over 15 years of experience in the
financial industry. 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.

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 17 and 18 to the
financial statements respectively.

DIRECTORS’ SERVICE CONTRACTS

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.

38

AEEEE V5 2VNEMBERZIES -
FERRBREREIEERERS  BREHE -
CEREARER  FB 8 ARBRA RER
K& - (AIRERRITREATS AER14FER
BHR—RKEB LT ARLEEEERESER -
AEEREREMBRARETIHERBRLIBULE
BABER RMBEL M - WO EMAFEGL
BERERHER)IRERTDHZATAER - A%
AR-_ZZ=FE_TTLFEERAEE &
R-E——F ) \ABEMBELRER -

ERERE B 2NEEEERZEF %
FEABEEASEEEERMEERRRER
EEIRERE - ZEREEENBMNEZIHAE
MEBMBELRM - ZRERSHEABRFL
o ZRERBEMETEIBRRREESES)
XREERBZENNEEEEERAANE - EXE
RIBERFT_AMBREER -

EERAERSHFMALHE

BERAEERERSTFHNA LTSS DB
RS RRMIFE17 S 18 o

EERBEN
MERNEERREAFASEREICES A
ARREIMARRTAR —FRARMETERE A
SNEIEHR L2 IRFE B4 -



SRNESREBERAA —T— 5%

Report of the Directors
E=RWmEH

DIRECTORS’ INTERESTS IN CONTRACTS

Saved as disclosed in note 47 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
fifteen months ended 31 March 2012 or at any time during the
period.

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 fifteen months ended 31 March
2012.

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

At 31 March 2012, 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:
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Name of Directors Interests Interests Company Total shareholding
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BEEnA AR AnER G EE By REBDLL

Mrs. Chu Yuet Wah — 6,772,269,895 5,256,080,000  12,028,349,895 99.88%
FRELZL (Note 1) (Note 2)
(Btat1) (KtaE2)

Mr. Chu, Nicholas Yuk-yui — 6,772,269,895 5,256,080,000  12,028,349,895 99.88%
F VN i vt (Note 1) (Note 2)
(FraE1) (KtaE2)
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Notes:

(1) As at 31 March 2012, of the 12,028,349,895 shares, 1,881,329,896
shares are held by Sure Expert Limited, 15,939,999 shares are held by
Kingston Capital Limited and 4,875,000,000 shares are held by Active
Dynamic Limited. Both Sure Expert Limited and Active Dynamic Limited
are wholly owned by Mrs. Chu Yuet Wah (“Mrs. Chu”) and Kingston
Capital Limited is controlled by Mrs. Chu. Mr. Chu, Nicholas Yuk-yui
(“Mr. Chu”), the spouse of Mrs. Chu, is deemed to be interested in
these 6,772,269,895 shares.

(2)  Asat 31 March 2012, Mrs. Chu, through Active Dynamic Limited held
5,250,000,000 convertible preference shares conferring rights to
subscribe for up to HK$4,200,000,000 in aggregate in cash for
5,250,000,000 new shares at the conversion price of HK$0.80 (subject
to adjustments) per share. In addition, Mrs. Chu personally held
6,080,000 share options conferring rights to subscribe for 6,080,000
shares. Mr. Chu is deemed to be interested in the 5,256,080,000
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 of 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
fifteen months ended 31 March 2012 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 period.
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SUBSTANTIAL SHAREHOLDERS

As at 31 March 2012, 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

FERR

R-B——F=A=+—H8 ARAREEFK
HERPIEBHREFEZTERRELMEA
I FPIIRREMEARRRANARR D HETRA
hZBREERIORE

of the Company No. of
EATRRBEE underlying Approximate
Personal Corporate shares of the percentage of
Name of Shareholders Interests Interests Ccompany Total shareholding
RAFHEE A
RERHKEE AR NEER gl =4 By RETDL
Sure Expert Limited —  1,881,329,896 —  1,881,329,896 15.62%
(Note 1) (Ffat 1)
Active Dynamic Limited —  4,875,000,000  5,250,000,000 10,125,000,000 84.07%
(Note 2) (K& 2)
Better Sino Limited (Note 3) — 1,125,000,000 — 1,125,000,000 9.34%
=EBRAR (MEE3)
Mr. Lee Wai Man (Note 4) 18,852,000  1,530,750,000 —  1,549,602,000 12.87%
BT (M at4) (Note 5)
(Htat5)
Notes: Hat

(1) Sure Expert Limited is wholly 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 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 owned by Ms. Ma Siu Fong, mother of

Mrs. Chu.
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(4)  Mr. Lee Wai Man (“Mr. Lee”) is the father of Mrs. Chu.

(5)  As at 31 March 2012, of the 1,530,750,000 shares, 405,750,000 shares
are held by Choose Right Limited, a company wholly owned by Mr. Lee.
1,125,000,000 shares are held by Better Sino Limited. Mr. Lee is
deemed to be interested in these 1,125,000,000 shares beneficially
owned by Ms. Ma Siu Fong, Mr. Lee’s spouse.

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 2012.

CONNECTED TRANSACTION

Details of the connected transactions entered into by the Company
are set out in note 47 to the financial statements.

AUDIT COMMITTEE

The Company has an Audit Committee which was established in
compliance with Rule 3.21 of the Listing Rules for the purpose of
reviewing and providing supervision over the Group’s financial
reporting process and internal controls. The Audit Committee
comprises three Independent Non-executive Directors.

MODEL CODE ON SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 of the Listing Rules
as its own code of conduct regarding Directors’ securities
transactions. The Company confirms that, having made specific
enquiry of all Directors, the Directors have complied with the
required standard set out in the Model Code during the year.

CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the
Code of Best Practice as set out in the Appendix 14 of the Listing
Rules throughout the accounting period covered by the annual
report, except that the Non-executive Director and Independent
Non-executive Directors are not appointed for specific terms and are
subject to re-election at the annual general meeting of the Company
in accordance with the provisions of the Company's bye-laws.
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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

BDO Limited 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, 26 June 2012
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+852 2218 8288

Tel :

Fax: +852 2815 2239

www.bdo.com.hk
|

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
% : +852 2218 8288 BETHEPRI15E
{8H : +852 2815 2239 KR HI2518

www.bdo.com.hk

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

We have audited the consolidated financial statements of Kingston
Financial Group Limited (“the Company”) and its subsidiaries
(together “the Group”) set out on pages 46 to 156, which comprise
the consolidated and company statements of financial position as at
31 March 2012, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the fifteen months then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTOR’S RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
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.

AUDITOR’S RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 March 2012 and of the Group's profit and cash flows for the
fifteen months then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BDO Limited

Certified Public Accountants

Lee Ka Leung, Daniel

Practising Certificate Number P01220

Hong Kong, 26 June 2012
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For the fifteen months ended 31 March 2012
HEe—_ZT——F=A=+—HIt+H@EA

1.1.2011 to 1.1.2010 to
31.3.2012 31.12.2010
—2-—F —T-ZF
—A—HZ% —H—HA%
e —T-FF
=A=+-8 +=ZA=+—H
Notes HK$'000 HK$'000
Hiat THET FET
(Restated)
(&51)
Revenue Wi 7 1,573,971 541,247
Other income Hiplg A 8 35,713 23,225
1,609,684 564,472
Inventory consumed FiERGEE (26,307) (16,777)
Staff costs BIpA 9 (165,109) (101,906)
Gaming commission [ iEn (233,623) (134,779)
Broker commission Kfe (44,543) —
Interest expenses for securities brokerage EARERNMRBEREES
and margin financing operation ZHEFX (43,585) —
Depreciation e (118,365) (99,862)
Impairment loss on trade receivables B 5 EBERFUREE1E (27,799) (3,495)
Other expenses Hibpas (193,513) (114,711)
(852,844) (471,524)
Finance income BB WA 11,573 8,357
Finance cost B AR 10 (54,290) —
(Loss)/gain from sales of trading securities HERFERZ (BB),/ Iz (74,688) 361
Fair value (loss)/gain on trading securities RFEHZATEER) RS (15,817) 4,743
Exchange gains BEE 5 Ut 2 11,999 9,273
Surplus/(deficit) on revaluation of leasehold land ~ FE ti RiEFT 2 Bt RER(E4L)
and buildings 4,521 (14,778)
Share of results of jointly controlled entities DIEHEEGIEEEE (235) —
(116,937) 7,956
Profit before taxation B 75 A3 12 639,903 100,904
Taxation FHE 11 (83,512) —
Profit for the period/year B,/ ERER 556,391 100,904
Attributable to: T 5B IS
Owners of the Company RRBHEBA 13 548,988 99,558
Non-controlling interests FEE I 7,403 1,346
556,391 100,904
Earnings per share (cents per share) BREF (R 15
— Basic —ER 3.69 2.06
— Diluted —#5 3.65 1.98
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For the fifteen months ended 31 March 2012

e e e e B e

1.1.2011 to 1.1.2010 to
31.3.2012 31.12.2010
—E——-F —E-TF
—H—HZ —H—H=
—B--F —E-TF
=B=+-8 +=ZA=+—H
Notes HK$'000 HK$'000
Hiat FHT FHL
(Restated)
(&%)
Profit for the period/year 1,/ ERER 556,391 100,904
Other comprehensive income/(10ss) Hz2mERA, (EE) 16
Surplus/(deficit) on revaluation of leasehold land S+ RIEF 2 EHEH (Fit)
and buildings 291,011 (20,321)
Available-for-sale investments: AHHERE -
Unrealised (loss)/gain arising from change in AT ESBHEE Y REE
fair value (E18), Wz (1,388) 1,913
Other comprehensive gain/(loss) for the B/ FREM2ERS (BB
period/year, net of tax BRI 289,623 (18,408)
Total comprehensive income for the W/ EREEBALLE
period/year 846,014 82,496
Attributable to: BEfL :
Owners of the Company RRFREBA 838,611 81,150
Non-controlling interests S e 7,403 1,346
846,014 82,496
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As at 31 March 2012
R=ZE——F=H=+—H

31.3.2012 31.12.2010
—E-=F —T-TF
=A=+-8 +=-ZA=t+—H
Notes HK$'000 HK$'000
Hiat FBT FET
Non-current assets FREBEE

Property, plant and equipment WE - BENERE 19 2,544,837 2,206,347
Deferred tax assets EERIEEE 39 6,107 5,575
Deposit for acquisition ¢ Ak 20 = 400,000
Deposit for hotel renovation BEBH TS 9,191 —
Statutory deposit EERS 2,773 -
Goodwill EES 21 10,996,683 —
Interests in jointly controlled entities RAREHEE 23 1,818 —
13,561,409 2,611,922

Current assets RBEE
Inventories FE 24 3,366 2,925
Available-for-sale investments AEHERE 25 4,572 5,960
Trading securities T o EH 26 51,365 152,070
Loan receivable W E T 27 414,820 401,328
Trade and other receivables B 5 R E A EWER T 28 4,752,415 83,948
Tax recoverable Bk 895 —
Cash and bank balances — trust accounts Be RIR1THEH — KPP 29 584,197 —
Cash and bank balances — general accounts Be RBITES — —REP 30 145,172 617,126
5,956,802 1,263,357

Current liabilities RBAE
Trade and other payables B 5 REMERERR 31 698,469 95,526
Amounts due to shareholders e IR R BB 32 1,924,411 —
Loan from a related company RE—REEQFER 33 16,017 —
Subordinated loans BEER 34 700,000 -
Bank loans RITER 35 981,000 —
Tax payable eI RLIE 9,933 —
4,329,830 55,526
Net current assets RBEEFE 1,626,972 1,207,831
Total assets less current liabilities BEERRBERE 15,188,381 3,819,753

48



SRNESREBERAA —T— 5%

Consolidated Statement of Financlal Position

e SRR
As at 31 March 2012
N = |

31.3.2012 31.12.2010
—E-CF —E-FF
=B=+—-H8 +ZA=+—H
Notes HK$'000 HK$'000
HraE FHERT FHET
Non-current liabilities ¥nBEE
Deferred tax liabilities EXERIEAE 39 120,379 —
Promissory notes 2 36 924,648 —
1,045,027 o
Total Liabilities BERE 5,374,857 55,526
Net assets BEEFE 14,143,354 3,819,753
Capital and reserves EERKEE
Share capital — ordinary shares fRAR — E @A 40 240,865 103,198
Share capital — non-redeemable convertible fe R — S A]HE B AT A AR B 2 R
preference shares 40 105,000 —
Reserves i 41 13,786,200 3,712,669
Total equity attributable to owners EAREEAELERATE
of the Company 14,132,065 3,815,867
Non-controlling interests FEIER R 11,289 3,886
Total equity R 14,143,354 3,819,753
On behalf of the Board REREZR

Chu, Nicholas Yuk-yui
KRB

Director

EE

Chu Yuet Wah

ZHE
Director

EF
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As at 31 March 2012
R=ZE——F=H=+—H

31.3.2012 31.12.2010
e —T-FF
=f=+—-H +=ZH=+—H
Notes HK$'000 HK$'000
Hiat FBT FET
Non-current assets FRBEE
Property, plant and equipment L ER Y 19 104 89
Investments in subsidiaries RHB AR ZIRE 22 13,763,463 1,432,487
Investments in jointly controlled entities REREGIEEIRE 104 —
Deposit for acquisition WEE 25 & 20 — 400,000
13,763,671 1,832,576
Current assets RBEE
Deposits and prepayment Ze RIER IR 28 8,643 5413
Amount due from a subsidiary FEW — T R R RIE 22 414,824 401,328
Cash and bank balances — general accounts Be RBITESH — —REP 30 21,650 506,242
445,117 912,983
Current liabilities REBEE
Other payable and accruals Hi AR RETER 31 13,320 2,410
Amounts due to shareholders JER AR R 7018 900,000 —
913,320 2,410
Net current (liabilities)/assets wE(8E) BEETE (468,203) 910,573
Total assets less current liabilities HEERRBAER 13,295,468 2,743,149
Non-current liability ¥RBEE
Promissory notes EEER 36 924,648 —
Net assets EEFE 12,370,820 2,743,149
Capital and reserves EXREE
Share capital — ordinary shares feAR — Limik 40 240,865 103,198
Share capital — non-redeemable convertible 7R — A A]HE B AT A R 2 S R
preference shares 40 105,000 —
Reserves 4 41 12,024,955 2,639,951
Total equity DA 12,370,820 2,743,149

On behalf of the Board

Chu, Nicholas Yuk-yui
KRB

Director

EFE
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Formeﬂﬁemwmomhsmwed31Mamh2Um
HEe—_ZT——F=A=+—HIt+RM@A

Equity attributable to owners of the Company

KAREEARLRR
Share
capital —
non-
Share redeemable Share-
capital — convertible Share Capital Property based Investment Exchange Non-
ordinary preference premium redemption Contributed revaluation payment revaluation fluctuation Retained controlling Total
shares shares  account reserve surplus  reserve  reserve reserve  reserve - earnings Total interest equity
& —
FUEE DB E
%S TER R EXERE nE  E@RX  REER  ERRS

—EER BAR #ER WE ARBH  EUEE i i wE  RERA ait FERED  RRAE
HK$'000 HKS'000  HKS'000 HK$'000 HKS'000  HKS'000  HK$'000 HKS000  HKS'000  HK$000  HKS000  HKS'000  HKS'000
TAL TEL TAL FAL FEL TAL FAL TAL FAL TEL TEL TEL TEL

At 1 January 2010 R-B-BF
-A-A
As originally reported Ul 88,678 — 1902253 214 814 642,569 13,172 1,740 235 551,151 3,200,886 2540 3203426

Effects of adoption of RaEEEHER
amendmentsto HKAS 17 E 175 B354,

yE = = = = = 2819 = = = 1671 4,490 S 4,490

As restated 55| 88,678 — 1902253 274 814 645,383 13172 1,740 235 552822 3205376 2540 3207916
Profit for the year ERET - - - - — — — — — 99,558 99,558 1346 100,904
Other comprehensive loss R Ef2EKE

for the year — — — — — (20,321) — 1913 — — (18,408) — (18,408)
Total comprehensive ERZENALE

income for the year - - - - - (20,321) - 1913 - 99,558 81,150 1,346 82,496
Realised upon RHpRET

depreciation based on EExi

revalued amount of EBEE

land and building - - - - - (16,077) - - - 16,077 - - -
Share repurchase FEEER (A (10) - (300) 10 — - - - - (10 (310) - (310
ssue of shares under BEERESTE

share option scheme %éhw 173 — 3292 — — - (759) - - — 2,706 — 2,706
ISsue of shares by warrant %é

subscription %1 14,357 - 488131 - — — — - — — 502,488 — 502,488
Share-based payments LXHEJ%EF%
%M — - - — — - 24,457 - - - 24,457 - 24,457
Forfeiture of share options 2 Ui RRiE - - - - - - (35) - - 3% - - -
At31December2010  R=%-%%
+=A=1-R 103,198 — 2393376 284 814 608,990 36,835 3,653 235 068482 3,815,867 388 3819753
At 1 January 2011 R-B--F
-A-B 103,198 — 2,393,376 284 814 608,990 36,835 3,653 235 668,482 3,815,867 3,886 3,819,753
Profit for the period BT = = = - - - - — — 548988 548,988 7403 556,391
Other comprehensive BREH2ERA
income for the period - - - - - 291,01 - (1,388) - — 289,623 — 289,623
Total comprehensive BR2ERALE
income for the period - - - - - 291,01 - (1,388) — 548,988 838,611 7,403 846,014
Realised upon depreciation & it RigEF
based on revalued EfeER
amount of land RERER
and building - - - - - (17,219) - - - 17,219 - - -
Share repurchase FEEERA (182) (6,680) 182 - - - - - (182 (6,862 - (6,862)
Share placement EERH 17,800 — 854,100 - - - - - - — 871,900 — 871,900
Issue of shares under REBRIEE
share option scheme 10 49 - 2,043 - - - (524) - - - 1,568 - 1,568
Issue of ordinary shares for -~ EIREN B A7)
acquisition of subsidiaries  E{TEER 120,000 — 6,180,000 - - - - - - — 6,300,000 — 6,300,000
Issue of non-redeemable R BAR
convertible preference BB
shares for acquisition TARELR
of subsidiaries - 105,000 2,290,106 - - - - - - — 2,395,106 — 2,395,106
Share-based payments IR AERZ
%t - - - - - - 2384 - - - 23 - 234
Forfeiture of share options % eig 2 = = = = = = (1,936) = = 1,936 = = =
Payment of dividends ENKRE - = = = = = = = — (86509  (86,509) —  (86,509)
At 31 March 2012 R-B-=F
=ZA=t-H 240,865 105,000 11,712,945 466 814 882,782 36,759 2,265 235 1,149,934 14,132,065 11,289 14,143,354
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For the fn‘teen months ended 31 March 2012
BHE —F#=HA=t+—Hit+AREA
1.1.2011 to 1.1.2010to
31.3.2012 31.12.2010
—2——fF —E-TF
i H —H § - )E] HZ
—E-CF —E-TF
= ﬁ = ‘|’ - E| ‘I'fﬂ _"1' H
HK$'000 HK$'000
TERT FET
Cash flows from operating activities REXBHEASRE
Profit before income tax expense B BT 15550 5 2 Al 639,903 100,904
Adjustments for: EJLTEIJXIEVF R
Share of loss of jointly controlled entities FELHRIEHIEEEE 235 -
Finance cost mﬁ, &R 54,290 —
Finance income BMEBA (25,099) (27,674)
Dividend income REWA (3,893) (2,785)
Depreciation TE 118,365 99,862
Write off of property, plant and equipment W - RE KB = 2,316
Impairment losses on trade and other receivables B 5 REMELETRERE 27,799 3,495
Unrealised exchange loss REBE N A 34 —
Unrealised loss on trading securities RERRHEHFER 15,817 —
Revaluation (surplus)/deficit on leasehold land and buildings MELRETER (BBt (4,521) 14,778
Equity-settled share-based payment expenses BERWAR G AERI N2 2,384 24,457
Operating profit before working capital changes BBEESEEI 2 LE R 825,314 215,353
Increase in inventories FEEM (441) (820)
Decrease in trading securities RGBHRD 74,688 539
Decrease in statutory deposit EERE R 19 —
Decrease/(increase) in trade and other receivables 25 RAMERETRD, (i) 1,744,545 (36,330)
Increase in cash and bank balances — trust accounts B4 RIS — SEER R 196,769 —
(Decrease)/increase in trade and other payables 2o REMEMERRORD), M (555,132) 11,308
Cash generated from operation REEBHMELRS 2,285,762 190,050
Income taxes paid BERFTSH (145,132) —
Net cash from operating activities REEBMEHRLFE 2,140,630 190,050
Cash flows from investing activities REZBRERENE
Investment in jointly controlled entities RERZHZE 2 E (2,053) —
Payment for the purchase of property, plant and equipment THEEYNE  BERSEER (46,650) (33,871)
Payment for acquisition S EEE FH (1,561,608) (400,000)
Repayment of loan receivable EBERKER s = 75,000
Advancement for loan receivables R E R B = (388,750)
Proceeds from sale of trading securities REHERHBHMEFIA 10,815 —
Interest received BUF 8 11,573 15,995
Dividend received EH&ZH&LE 3,893 2,785
Net cash used in investing activities RETEMARS TR (1,584,030) (728,841)
Cash flows from financing activities METEHAEREERE
Issue of shares ZITRRAD 871,900 —
Issue of shares under share option scheme $E&B§E%HfoéEf2U§§f%ﬁﬁx 1,568 2,706
Issue of shares pursuant to exercise of warrants ARREBETHEETRD = 502,488
Share repurchase EERS (6,862) (310)
Increase in amounts due to shareholders JFE 1< A BR TR 474,411 —
Decrease in loan from a related company [EY —RBEE LR 'R (916,062) —
Repayment of subordinated loan EREEER (300,000) —
Repayment of bank borrowings EEFITEE (1,047,000) —
Interest paid BAFE (20,000) —
Dividend paid BERRE (86,509) —
Net cash (used in)/from financing activities BRETBM(A)/BREFE (1,028,554) 504,884
Net decrease in cash and cash equivalents RekReFEEBERDEE (471,954) (33,907)
Cash and cash equivalents at beginning of period/year 8/ FURe RS SEER 617,126 651,033
Cash and cash equivalents at end of period/year 5/ 585 e MRS SEEE 145,172 617,126
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Notes to the Financial Statements
B RS R R M R

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 disclosed in the “Corporate Information” section
of the annual report.

The Company’s parents are Active Dynamic Limited ("Active
Dynamic”) and Sure Expert Limited (“Sure Expert”) and the
directors of the Company (the “Directors”) consider its ultimate
holding company is Active Dynamic. Active Dynamic and Sure
Expert are both incorporated in the British Virgin Islands (the
"BVI").

The Company and its subsidiaries are hereinafter collectively
referred to as the "Group”. The principal activity of the
Company continues to be investment holding. The principal
activities of its subsidiaries are set out in note 22 to the
financial statements.

The financial year end date of the Group has been changed
from 31 December to 31 March to conform with the financial
year end date of its newly acquired subsidiary, Kingston Capital
Asia Limited. Accordingly, the current financial statement
covered a fifteen months period from 1 January 2011 to 31
March 2012 and the comparative figures covered a twelve
month period from 1 January 2010 to 31 December 2010.
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REPORTING STANDARDS (“HKFRSs")
(a) Adoption of new/revised HKFRSS —

effective 1 January 2011

HKFRSS (Amendments) Improvements to HKFRSs 2010
Amendments to HK(IFRIC)  Prepayments of a Minimum Funding
— Interpretation 14 Requirement

HK(IFRIC) — Interpretation 19 Extinguishing Financial Liabilities
with Equity Instruments

HKAS 24 (Revised) Related Party Disclosures

Except as explained below, the adoption of these new/
revised standards and interpretations has no material
impact on the Group's financial statements.

HKFRS 7 (Amendments) — Financial Instruments:
Disclosures

As part of the Improvements to HKFRSs issued in 2010,
HKFRS 7 has been amended to enhance the interaction
between quantitative and qualitative disclosures. If the
carrying amount of a financial asset best represents the
maximum exposure to credit risk, the standard does not
require a positive statement to this effect in the financial
statements. This amended disclosure requirement has
been applied retrospectively. The carrying amount of the
Group's trade receivables represents the Group's
maximum exposure to credit risk in respect of these
financial assets as at 31 March 2012 and 31 December
2010. The prior year financial statements included a
positive statement to this effect which is removed in the
2012 financial statements following the amendments.
The adoption of the amendments has no impact on the
Group’s reported profit or loss, total comprehensive
income or equity for any period presented.

RMWBEEBMBREERN(FR-Y

B EA) )
AT ST E BB
£#8 — —@——F—H—H
BN
EAMHREER “E-TEERME

CHES) HEAZE
BE(ERMBEERE REEAeRTCEN
ZEe)-RBEUSR TA
CHES)
BE(BERMBERERE NURAIAHEER
ZBe)-R2BEVE  8E
EAGERE 0% BEALRESH
(BE3T)

BT S - SRR EHET 4
EATERIR R ARE 2 HHHR
LREATE -

EBMBRELNE7HR(ETER) —
SEMIE: HE

EAR-—ZE—EFRHEST RS
R ZzREZHFHD BBV R
EREBE7HEAEREET - UIEER
NMEMEEZEAZEEER- i—8
SREEZEEERBEWRKRAE
HEKEERR  ZERWTERE
B 75 3R 3% ¥T b 1E HH AR B R AR » 4B 5T
BRERDABHER AEERUE
RZEAERRAEEN - —=F
=A=+—"HERZZE—ZF+_H
S+ HRZSUBEEERZ &
SEERE -BAFEZVBRES
Bl FEZAEZR  RBFIE%ZE
BRACKR - — —FUBEREPME -
EMZETH A EER T 25 8
EHFrED  2ERERESAE
WiEBEBRTE -



SRNESREBERAA —T— 5%

Notes to the Financial Statements
SRR KI5

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

(a) Adoption of new/revised HKFRSS —
effective 1 January 2011 (continued)

HKAS 24 (Revised) — Related Party Disclosures

HKAS 24 (Revised) amends the definition of related party
and clarifies its meaning. This may result in changes to
those parties who are identified as being related parties
of the reporting entity. The Group has reassessed the
identification of its related parties in accordance with the
revised definition. The revised definitions have no impact
on related party disclosures in the current and prior
periods. The adoption of HKAS 24 (Revised) also has no
impact on the Group’s reported profit or loss, total
comprehensive income or equity for any period
presented. HKAS 24 (Revised) also introduces simplified
disclosure requirements applicable to related party
transactions where the Group and the counterparty are
under the common control, joint control or significant
influence of a government, government agency or similar
body. These new disclosures are not relevant to the
Group because the Group is not a government related
entity.

Other than these, adoption of the other new or revised
HKFRSs has had no material effects on the Group's
consolidated financial statements nor resulted in
substantial changes to the Group’s accounting policies.
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS ("HKFRSs")

(continued)

(b) Newr/revised HKFRSs that have been
issued but are not yet effective
The following new/revised HKFRSS, potentially relevant to
the Group's financial statements, have been issued, but
are not yet effective and have not been early adopted by

the Group.

Amendments to HKFRSS

Amendments to HKFRS 7

Amendments to HKFRS 7

Amendments to HKAS 12

Amendments to HKAS 1
(Revised)

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13
HKAS 27 (2011)

HKAS 28 (2011)
HKAS 19 (2011)
HKAS 32

HKFRS 9
HK(IFRIC)-Interpretation 20

! Effective for annual periods beginning on or after 1 July

2011

2 Effective for annual periods beginning on or after 1
January 2012

3 Effective for annual periods beginning on or after 1 July
2012

4 Effective for annual periods beginning on or after 1
January 2013

5 Effective for annual periods beginning on or after 1
January 2014

6 Effective for annual periods beginning on or after 1
January 2015

Annual Improvements 2009-2011
Cycle*

Disclosures — Transfers of Financial
Assets'

Disclosures — Offsetting Financial
Assets and Liabilities'

Deferred Tax — Recovery of
Underlying Assets?

Presentation of Items of Other
Comprehensive Income?

Financial Instruments*

Consolidated Financial Statements*

Joint Arrangements*

Disclosure of Interests in Other
Entities*

Fair Value Measurement*

Separate Financial Statements*

Investments in Associates and
Joint Ventures*
Employee Benefits*

Offsetting Financial Assets and
Financial Liabilities®

Financial Instruments®

Stripping Costs of the Production
Phase of a Surface Mine*
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2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS")
(continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (continued)
Amendments to HKFRS 7 — Disclosures —
Transfers of Financial Assets
The amendments to HKFRS 7 improve the disclosure
requirements for transfer transactions of financial assets
and allow users of financial statements to better
understand the possible effects of any risks that may
remain with the entity on transferred assets. The
amendments also require additional disclosures if a
disproportionate amount of transfer transactions are
undertaken around the end of a reporting period.

Amendments to HKFRS 7 — Disclosures —
Offsetting Financial Assets and Financial Liabilities
The amendments improve the disclosure requirements
that are intended to help investors and other financial
statement users to better assess the effect or potential
effect of offsetting arrangements on a company’s
financial position.

Amendments to HKAS 12 — Deferred Tax —
Recovery of Underlying Assets

The amendments to HKAS 12 introduce a rebuttable
presumption that an investment property is recovered
entirely through sale. This presumption is rebutted if the
investment property is depreciable and is held within a
business model whose objective is to consume
substantially all of the economic benefits embodied in
the investment property over time, rather than through
sale. The amendments will be applied retrospectively.
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ADOPTION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSs")

(continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (continued)
HKFRS 10 — Consolidated Financial Statements

HKFRS 10 introduces a single control model for
consolidation of all investee entities. An investor has
control when it has power over the investee (whether or
not that power is used in practice), exposure or rights to
variable returns from the investee and the ability to use
the power over the investee to affect those returns.
HKFRS 10 contains extensive guidance on the
assessment of control. For example, the standard
introduces the concept of “de facto” control where an
investor can control an investee while holding less than
50% of the investee’s voting rights in circumstances
where its voting interest is of sufficiently dominant size
relative to the size and dispersion of those of other
individual shareholders to give it power over the investee.
Potential voting rights are considered in the analysis of
control only when these are substantive, i.e. the holder
has the practical ability to exercise them. The standard
explicitly requires an assessment of whether an investor
with decision making rights is acting as principal or agent
and also whether other parties with decision making
rights are acting as agents of the investor. An agent is
engaged to act on behalf of and for the benefit of another
party and therefore does not control the investee when it
exercises its decision making authority. The
implementation of HKFRS 10 may result in changes in
those entities which are regarded as being controlled by
the Group and are therefore consolidated in the financial
statements. The accounting requirements in the existing
HKAS 27 on other consolidation related matters are
carried forward unchanged. HKFRS 10 is applied
retrospectively subject to certain transitional provisions.
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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 11 — Joint Arrangements

Joint arrangements under HKFRS 11 have the same basic
characteristics as joint ventures under HKAS 31. Joint
arrangements are classified as either joint operations or
joint ventures. Where the Group has rights to the assets
and obligations for the liabilities of the joint arrangement,
it is regarded as a joint operator and will recognise its
interests in the assets, liabilities, income and expenses
arising from the joint arrangement. Where the Group has
rights to the net assets of the joint arrangement as a
whole, it is regarded as having an interest in a joint
venture and will apply the equity method of accounting.
HKFRS 11 does not allow proportionate consolidation. In
an arrangement structured through a separate vehicle,
all relevant facts and circumstances should be
considered to determine whether the parties to the
arrangement have rights to the net assets of the
arrangement. Previously, the existence of a separate
legal entity was the key factor in determining the
existence of a jointly controlled entity under HKAS 31.
HKFRS 11 will be applied retrospectively with specific
restatement requirements for a joint venture which
changes from proportionate consolidation to the equity
method and a joint operation which changes from equity
method to accounting for assets and liabilities.

HKFRS 12 — Disclosure of Interests in Other
Entities

HKFRS 12 integrates and makes consistent the
disclosures requirements about interests in subsidiaries,
associates and joint arrangements. It also introduces new
disclosure requirements, including those related to
unconsolidated structured entities. The general objective
of the standard is to enable users of financial statements
to evaluate the nature and risks of a reporting entity’s
interests in other entities and the effects of those
interests on the reporting entity’s financial statements.
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ADOPTION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSS")

(continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (continued)
HKFRS 13 — Fair Value Measurement

HKFRS 13 provides a single source of guidance on how to
measure fair value when it is required or permitted by
other standards. The standard applies to both financial
and nonfinancial items measured at fair value and
introduces a fair value measurement hierarchy. The
definitions of the three levels in this measurement
hierarchy are generally consistent with HKFRS 7
“Financial Instruments: Disclosures”. HKFRS 13 defines
fair value as the price that would be received to sell an
asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date (i.e. an exit price). The standard
removes the requirement to use bid and ask prices for
financial assets and liabilities quoted in an active market.
Rather the price within the bid-ask spread that is most
representative of fair value in the circumstances should
be used. It also contains extensive disclosure
requirements to allow users of the financial statements
to assess the methods and inputs used in measuring fair
values and the effects of fair value measurements on the
financial statements. HKFRS 13 can be adopted early and
is applied prospectively.

The Group is in the process of making an assessment of
the potential impact of these new/revised HKFRSS and
the Directors are not yet in a position to quantify the
effects on the Group's financial statements.
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2 ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS")
(continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (continued)
Amendments to HKAS 32 — Offsetting Financial
Assets and Financial Liabilities
The amendments clarify the requirements for offsetting
financial instruments. The amendments address
inconsistencies in current practice when applying the
offsetting criteria and clarify: (1) the meaning of “currently
has a legally enforceable right of set-off” and; (2) that
some gross settlement systems may be considered
equivalent to net settlement.

Amendments to HKAS 1 (Revised) — Presentation
of Items of Other Comprehensive Income

The amendments to HKAS 1 (Revised) require the Group
to separate items presented in other comprehensive
income into those that may be reclassified to profit and
loss in the future (e.g. revaluations of available-for-sale
financial assets) and those that may not (e.g. revaluations
of property, plant and equipment). Tax on items of other
comprehensive income is allocated and disclosed on the
same basis. The amendments will be applied
retrospectively.
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(continued)

(b) Newr/revised HKFRSs that have been
issued but are not yet effective (continued)
HKFRS 9 — Financial Instruments
Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets. Fair value
gains or losses will be recognised in profit or loss except
for those non-trade equity investments, which the entity
will have a choice to recognise the gains and losses in
other comprehensive income. HKFRS 9 carries forward
the recognition, classification and measurement
requirements for financial liabilities from HKAS 39, except
for financial liabilities that are designated at fair value
through profit or loss, where the amount of change in fair
value attributable to change in credit risk of that 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.

Amendments to HKFRS 9 Financial Instruments defer its
mandatory effective date from 1 January 2013 to 1
January 2015. The deferral will make it possible for all
phases of the project to have the same mandatory
effective date. The amendments also provide relief from
the requirement to restate comparative financial
statements for the effect of applying HKFRS 9. This relief
was originally only available to companies that chose to
apply HKFRS 9 prior to 2012. Instead, additional transition
disclosures will be required to help investors understand
the effect that the initial application of HKFRS 9 has on
the classification and measurement of financial
instruments. Early application of HKFRS 9 is still
permitted.
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3 BASIS OF PREPARATION

(@)

(b)

(c)

(d)

Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs issued
by the Hong Kong Institute of Certified Public
Accountants. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

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
significant accounting policies set out in note 4.

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.
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4 SIGNIFICANT ACCOUNTING POLICIES

64

(@) Business combination and basis of

consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
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
profit or l0ss. 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.

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 profit or loss.
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.
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(@) Business combination and basis of

4 FEEHTBER®
(@) ¥¥EHRGEEEEw

consolidation (continued)

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 (@ 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 profit
or loss.

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 (i) 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.

WHEH T8 E 2 TR SRAREBIRK
BEHZAFEER EEUKREZ
AEENARRANTER(EEAK
BHHR @A) AFBEEER
WHE B AFEZFTERE - 5
HMERR - IEEMSEREERE
B2 AREBZEBABRIEBEFR
MR °

WEAHA—T—ZTF-A—RAIKX
SEEREREEYBRELENEINR
—TTNF) 2 BE) AT 2 XA BT
EEZHIARBERCREZELZ
EEREAR - BRGHREXER
AR W ARIFFRE - HRHEARR
BT BRI ERHRFERA FK
A2 AERE URERASBEZ—

5 -

AEERMBAR ZREZEHMKE
PR EZHIE - ARSI SRR S -
AEE D MIFERER ZREES
THE URBRESEERMEARZ
BE2EY KHBRIFERERS
BEMN IR ERFEZERE
B DEEREZTER IHEBER
ZA/NETE7 SN

EAREEREMBAREGE  HE
BENDRIATMEZZRAE ()2
WHREBzZAFEREFAREERZA
FEZEE: BZMBRRZEE
(BHEEE) AR EMAIFERER
BEZREE TR EMEERS
ERENBARAR 2B AERA
AR BUBEHEEXABERLL
& o

65



Kingston Financial Group Limited Annual Report 2012

Notes to the Financial Statements
SRR M 5

4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

66

(a)

(b)

(c)

Business combination and basis of
consolidation (continued)

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.

Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power, directly or
indirectly, to govern the financial and operating policies
of an entity so as to obtain benefits from its activities. In
assessing the control, potential voting rights that
presently are exercisable are taken into account.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less
impairment loss, unless the investment is classified as
held for sale or included in a disposal group that is
classified as held for sale.

Joint ventures

A joint venture is a contractual arrangement whereby the
Group and other parties undertake an economic activity
which is subject to joint control and none of the
participating parties has unilateral control over the
economic activity.

Jointly controlled entities are accounted for using equity
method whereby they are initially recognised at cost and
thereafter, their carrying amounts are adjusted for the
Group's share of the post-acquisition change in the
jointly controlled entities’ net assets except that losses in
excess of the Group's interest in the jointly controlled
entities are not recognised unless there is an obligation
to make good those losses.
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(continued

(c)

(d)

Joint ventures (continued)

Any premium paid for a jointly controlled entity above the
fair value of the Group’s share of the identifiable assets,
liabilities and contingent liabilities acquired is capitalised
and included in the carrying amount of the jointly
controlled entity and the entire carrying amount of the
investment is subject to impairment test, by comparing
the carrying amount with its recoverable amount, which
is higher of value in use and fair value less costs to sell.

The Company'’s interests in jointly controlled entities are
stated at cost less impairment losses, if any. Results of
jointly controlled entities are accounted for by the
Company on the basis of dividends received and
receivable.

Goodwill 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 profit or
loss on the acquisition date, after reassessment.
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(d)

(e)

Goodwill arising from business
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 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 profit
or loss 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.

Property, plant and equipment

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.
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(continued

(e)

Property, plant and equipment (continued)
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 profit or loss 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 profit or loss to the extent that a deficit
on revaluation in respect of that same asset had
previously been charged to profit or loss.

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.

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

—  Yacht

10%-50%

20%-33%
10%
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(e) Property, plant and equipment (continued)

70

)

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 profit or loss 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 profit or loss.

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
profit or 10ss 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 profit or loss 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.
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(continued)

(g) 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.

(h) Financial instruments
(i) Financial assets
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
profit or loss in the period in which they arise.

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 profit or loss.

For available-for-sale equity investments that do
not have a quoted market price in an active market
and whose fair value cannot be reliably measured
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.

(8)

(h)
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(continued)

(h) Financial instruments (continued)

(i)

Financial assets (continued)

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; (i) 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 (ili) 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
profit or loss in the period in which they arise.
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(continued

(h) Financial instruments (continued)

(i)

Impairment loss on financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence
that financial asset is impaired. Financial asset is
impaired if there is objective evidence of
impairment as a result of one or more events that
has occurred after the initial recognition of the
asset and that event has an impact on the
estimated future cash flows of the financial asset
that can be reliably estimated. Evidence of
impairment may include:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinguency in interest or principal payments;

— granting concession to a debtor because of
debtors’ financial difficulty; and

— it becoming probable that the debtor will
enter bankruptcy or other financial
reorganisation.

An impairment loss is recognised in profit or loss
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.
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(continued)

(h) Financial instruments (continued)

(iii)

(iv)

(v)

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 profit or loss.
Gains or losses are recognised in profit or loss
when the liabilities are derecognised as well as
through the amortisation process.

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.

Equity instruments

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

(M

()

(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.

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
and investments in subsidiaries and associate 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 10ss 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.
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(continued)

(k) Employee benefits

(i)

(ii)

(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.

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 profit or loss 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 profit or loss as
incurred.

Obligations for contributions to social security fund
are recognised as an expense in profit or loss 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 4(l).
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4 SIGNIFICANT ACCOUNTING POLICIES
(continued
(k) Employee benefits (continued)

(1)

(iv) Termination benefits
Termination benefits are recognised when, and
only when the Group demonstrably commits itself
to terminate employment or to provide benefits as
a result of voluntary redundancy by having a
detailed formal plan which is without realistic
possibility of withdrawal.

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 operation. 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. Details
regarding the determination of the fair value of share-
based payments are set out in note 38.

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 profit or loss, and a corresponding
adjustment to the share-based payment reserve over the
remaining vesting period.
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(continued)

78

0]

(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 income statement because it
excludes items of income or expense that are taxable or
deductible in other years, and it further excludes income
statement items that are never taxable or deductible. 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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4 SIGNIFICANT ACCOUNTING POLICIES
(continued
(m) Income tax (continued)

(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 profit or loss, 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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(continued)
(o) Revenue recognition

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
operation in mass market halls, slot machine hall 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.

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.
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4 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(0)

(p)

(@)

()

Revenue recognition (continued)
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 profit or loss 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
profit or loss in the period in which they are incurred.

Related parties
(i Aperson or a close member of that person'’s family
is related to the Group if that person:

(@ has control or joint control over the Group;

(b)  has significant influence over the Group; or

(c) is a member of key management personnel
of the Group or the Company's parent.

(0)

(p)

(a)

(r)
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(continued)

(r) Related parties (continued)
An entity is related to the Group if any of the
following conditions apply:

(i

@)

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 ().

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).

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:

(i)

(if)

(iii)

that person’s children and spouse or
domestic partner;

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

dependents of that person or that person’s
spouse or domestic partner.
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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.

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 operation 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.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY AND CRITICAL
ACCOUNTING JUDGEMENTS (continued)
Impairment of goodwiill

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.

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.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY AND CRITICAL
ACCOUNTING JUDGEMENTS (continued)
Impairment loss on trade and other
receivables

Management regularly reviews the recoverability of trade and
other receivables. Appropriate impairment for estimated
irrecoverable amounts are recognised in profit and loss when
there is objective evidence that the amounts are 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 PRC 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.

Valuation of share options granted

The fair value of share option granted was calculated using the
Trinomial pricing model and Market Approach based on the
Group's management’s significant inputs into calculation
included an estimated life of share options granted to be half
to three years based on exercise restrictions and behavioral
consideration, the volatility of share price, weighted average
share prices and exercise price of the share options granted,
the number of working hours and the consultant fees to be
charged in the provision of the consultancy service, etc.
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SEGMENTAL INFORMATION

For management purposes, the Group is organised into
business units based on their services, and has seven (31
December 2010: four) reporting operating segments as follows:

Financial services segments:

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 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 operation of casino in hotels.

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.
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SEGMENTAL INFORMATION (continued)
Securities investment segment: (continued)
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, taxation, expenses in relation to the grant of
share options, impairment losses, write-off of property, plant
and equipment, revaluation of property, plant and equipment)
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 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 income statement.
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SEGMENTAL INFORMATION (continued) 6 TEERwW
Operating segments EFy S|
The following tables represent segment information of the TREVMAERESERBRHZAREFBS R
Group provided to the Group’s management for the fifteen REZ-_TE——F=A=+—HIt+HEA
months ended 31 March 2012 and year ended 31 December rHE_ZTE—ZETF+_A=1+—HIEFEZ
2010, respectively. SEEHR o
For the fifteen months ended 31 March 2012 Br—F——F=-F=+—HI1+EHBA
Securities
brokerage, Hotel
underwriting Margin Other  Financial ~ownership
and andIPO financial service and  Food and Securities
placements  financing  services  business management  beverage Gaming Investment Total
REEL - ERANHBE 2t SEEE  BEAE
BHEREE BE  SREE #% REE RRERHH BY RERE by
HK$'000  HKS$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK§'000  HK$'000  HKS$'000
FET TET FET TET FER TET FER THET TER
Segment Revenue ARk
External customers HNEEP 179,787 489,762 20,498 690,047 210,443 47,678 625,803 — 1573971
Inter-segment PR Al - 960 1,031 78,235 - 6,715 - 85,981
179,858 489,762 21,458 691,078 288,678 47,678 632,518 — 1,659,952
Adjusted EBITDA BREAAE
figs - ER
BRI RN 187,102 457,253 20,499 664,854 208,318 (4,474) 230,077 (86,664) 1,012,111
Segment Assets PREE 16,309,805 2,034,830 443,193 203,709 51,364 19,042,951
Capital expenditure EATM = 32,090 414 5439 = 37,943
Segment Liabilities PEEE 3,380,560 135,530 8,806 13,769 5 3,538,670
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6 SEGMENTAL |NFOR|V|AT|0N (continued)

6 DEERW

Operating segments (continued) E Sk [C0)
For the year ended 31 December 2010 HE—_T—FTF+_A=+—HIFFZF
Hotel
ownership
and Food and Securities
management beverage Gaming  Investment Total
BEES R
RER RERE B¥ BHEE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHET TET FHET FTHET
Segment Revenue SEWES
External customers NPER 123,741 35,505 382,001 5,665 546,912
Inter-segment DA 30,064 — 13,035 — 43,099
153,805 35,505 395,036 5,665 590,011
Adjusted EBITDA RHERTRE
Fris® - HER
BHABR 98,965 (2,562) 162,240 7,844 266,487
Segment Assets TEEE 1,689,513 446,839 239,279 152,427 2,528,058
Capital expenditure AR 31,700 448 5,794 — 37,942
Segment Liabilities 2EEE 8,694 12,767 21,907 6 43374
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SEGMENTAL INFORMATION (continued)

Operating segments (continued)

Reconciliations of segment revenues, adjusted EBITDA,

assets and liabilities

yaNy > 17N PN
pa) ﬁ;ﬁﬁ (%)

eSS0 )

DEWE - KABKRTRE - EH - 8
R#EMBRNREERREZHIR

1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—B——F —T-EF
—A—RBRZE —H—H=Z
—B-=F —T-FF
=A=+—-8B +ZA=+—H
HK$'000 HK$'000
FTHERT FAT
Segment revenue a1 € 1,659,952 590,011
Elimination of inter-segment revenue i ARk (85,981) (43,099)
Elimination of revenue of securities HIEEFRE W
investment — (5,665)
Consolidated revenue mEWE 1,573,971 541,247
Adjusted EBITDA AR E - ISR -
ERBHARA 1,012,111 266,487
Other income EHblUg A 5,970 1,123
Interest income R B A 17,952 27,674
Exchange gain G 11,999 760
Corporate staff costs UNSII= NN FiN (63,929) (18,737)
Corporate overhead NAEERY (145,647) (31,495)
Depreciation mE (118,365) (99,862)
Expenses in relation to the grant of BERRHERECHE
share option (2,385) (24,457)
Impairment losses on trade and B 5 REAMEWRERRERSE
other receivables (27,799) (3,495)
Share of results of jointly controlled entities {5 kR HI = &2 (235) —
Write off of property, plant and equipment YE - R KR — (2,316)
Surplus/(deficit) on revaluation of leasehold B &+ RIEFEH R (HAL)
land and buildings 4,521 (14,778)
Finance cost BB AR (54,290) —
Profit before taxation MRBATRF 639,903 100,904
Segment assets PHEEE 19,042,951 2,528,058
Deferred tax assets BIEFIBE E 6,107 5,575
Deposit for acquisition W 2Rl 2 = 400,000
Loan receivable JEWE TR 414,820 401,328
Available-for-sale investments AHEERE 4,572 5,960
Unallocated corporate assets RO RFIEE 49,761 534,358
Total assets BREE 19,518,211 3,875,279
Segment liabilities PEEE 3,538,670 43,374
Unallocated corporate liabilities RORARIBE 1,836,187 12,152
Total liabilities wmaE 5,374,857 55,526
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6 SEGMENTAL INFORMATION (continued) 6 NHEER®
Operating segments (continued) %i% ?‘@(f
Reconciliations of segment revenues, adjusted EBITDA, SHNE  BREBARHFE - FEB - HE
assets and liabilities (continued) RBHEARREEERAGZHER(E)
For the purposes of monitoring segment performances and BERSEEIN L HREEREERDLE -

allocating resources between segments:

° all assets are allocated to reportable segments other o MIEEMBEE  FEWEFR  al#H
than deferred tax assets, loan receivable, available-for- ERE - WEB TS RERDEHLEA
sale investments, deposit for acquisition and assets used FEHEZ2EEIN FIEEEEDERER
jointly by reportable segments. ROKE o

° all liabilities are allocated to reportable segments other o GCEHFPBHREAEZBEI  FAE
than the liabilities for which reportable segments are BEEOPEEE®mNME -
jointly liable.

Geographical segment information B J|ER

The Group's financial services are located in Hong Kong and REEHZSRRBEAMNES  MEMmERKA

the other operation are mainly located in Macau Special FEMRPEARJLMBERFIFRITTRE -

Administrative Region of The People’s Republic of China.

Information about major customers FEEFEHR

Revenue from customers of corresponding years contributing HEFEAREEPLP ZWHEMEAEEF AW

over 10% of total revenue of the Group are as follows: BB 10% M ERIT

1.1.2011 1.1.2010

to 31.3.2012 10 31.12.2010

—E——fF —E-TF

—A—BZ —H—BA=%

—EB-——F —ET-ZF

=A=+—-HB +ZA=+—H

HK$'000 HK$'000

FET FAT

Sociedade De Jogos De Macau, S.A. (note) BPEEROBRAR (i) 613,771 375,727
Note: Revenue from income from casino Wtet - KEBESZ Was
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7 REVENUE 7 W=
An analysis of the Group’s revenue, which are also the Group’s AEEZ W (IEIAREBEERE) DTN
turnover, is as follows: T
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E2——F —ET-FTF
—A—HZ —A—H=Z%
—E-—fF —E-TF
=B=+—-8B +=ZA=+—H
HK$'000 HK$'000
FEx FHET
Financial services business TRRBER
— securities brokerage, underwriting — BHEL  BIEREE
and placements 179,858 —
— margin and IPO financing —REERBANARERE 489,762 —
— other financial services — Hiv SRR 20,427 —
Hotels and gaming business IR RIERER
— room rental —EHie 203,199 119,069
— food and beverage — Bm &K 59,709 37,518
— gaming revenue — Bk 613,771 379,988
— other rental income —HmAS WA 7,245 4,672
1,573,971 541,247
8 OTHER INCOME 8 HgA
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——fF —E-TF
—A—HRZE —HA—H=Z
—E-—fF —T-TF
=B=+—-8B +=ZA=+—H
HK$'000 HK$'000
FTHERT FHET
Handling Charge FEE 12,324 —
Dividend income fig B A 3,893 2,785
Other loan interest income H b EFRF B UA 13,526 19,317
Sundry income HIERA 5,970 1,123
35,713 23,225
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9 STAFF COSTS 9 BIMAK
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——fF —E-FF
—B—RZ —H—H=Z%
—E-C—fF —E-TF
=H=+—-8B +ZH=+—H
HK$'000 HK$'000
FHERT FHT
Staff costs (including directors’ remuneration) B I A (BEEEEME)
— salaries, wages and other benefits — & TEREAMEF) 162,671 87,996
— contributions to defined contribution — ERERUR GBI
retirement plan 1,094 214
— equity-settled share-based payment — B ERE 7 R TI
expenses in relation to the grant of AR (7 B AR S MR
share options 1,344 13,696
Total staff costs BI85 165,109 101,906
10 FINANCE COST 10 BB
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——f —E-TF
—A—HZE —A—B=%
—EB-—fF —T-TF
=B=+—-8B +ZA=+—H
HK$'000 HK$'000
FExT FAT
Interest on promissory notes AEHEBFE 54,290 —
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11 TAXATION 11 BB

1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——fF —T-TF
—A—HZ —A—B%
=F-=F s
=A=+-H +-A=1+—8
HK$'000 HK$'000
FTHERT FHET

Current tax: BN EARRIE -
Hong Kong profits tax BBMED 85,860 —
Deferred tax IEREFHIE (2,348) —
83,512 —

94

Hong Kong profits tax has been provided for the fifteen
months ended 31 March 2012 at a rate of 16.5%. No
provision for Hong Kong profits tax had been made for
the year ended 31 December 2010 as the Group had no
assessable profit for that year.

No provision for Macau Complementary Tax has been
made as the subsidiaries operating in Macau have
accumulated tax losses to set off against the assessable
profit for the period (year ended 31 December 2010: nil).

The taxation for the period/year can be reconciled to the
profit before taxation per the consolidated income
statement as follows:

HE-T——F=A=+—H1+HA
Az BENSHRE L 16.5%H K5t
REE ARAEERBE_T—-F
FT-A=1+—RBILFERILEE
JERBEA - MA B FRIEER
FERS T -

Fi A S E AP 7 2 W 2 )
2 BEHBUS B I R AR SR B
O IR RORFI A S BRI (RS
CEFREToASToALEE:

B/ FABAARESERRAGRNT
AE FETERAN T

1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——fF —E-F
—A—HZ —HA—H=z®
—E-CfF —E-FF
=B=+—-8B +ZA=+—H
HK$'000 HK$'000
FHET FAT
Profit before taxation B 54 7 o A1) 639,903 100,904
Tax calculated at domestic tax rates of 16.5% IRZANHFR = 16.5% 51 & 7 Fi 18 105,584 16,649
Effects of different tax rates of FEMANAERLEE
subsidiaries operating in other jurisdictions ~ M{B R TI R R AT RE 2 52 (13,778) (3,679)
Tax effect of non-deductible expenses FAHIFAY 2 RIsT & 107,016 11,110
Tax effect of non-taxable income BERBRBAZ G E (113,260) (37,973)
Deferred tax assets not recognised RERELEFIBE E 769 13,893
Others Hi (2,819) —
Taxation for the period/year B FRFIE 83,512 —

Note: The tax rates adopted here are 16.5% for those entities
operating in Hong Kong and 12% for entities operating in
other jurisdictions.

et - RIS RN B BICE 2 BRI
E7316.5% MR EAM mLEHEE A
E BRI ER R 12%
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12 PROFIT BEFORE TAXATION 12 BRBIADER
Profit before taxation has been arrived at after charging the B ALEMNE B TEE
following:
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——F —ET-FF
—A—HBZ —H—H=%
=F-=F —T-FF
=A=+—-8B +=—B=+—8
HK$'000 HK$'000
TET FET
Auditors’ remuneration Z BT B &
— audit services — Bk 1,984 540
— tax services — B RTE 4 13
— other services — HMR® 780 40
Operating lease charges KERNES 32,390 10,438
13 PROFIT ATTRIBUTABLE TO OWNERS OF 13 AAEHEE AEERER
THE COMPANY
The consolidated profit attributable to owners of the Company KAEHA AELRGRE B BERARTE
includes a profit of HK$150,084,000 (year ended 31 December %R N R I 4 80150,084,000 78 7T 7 4 A
2010: a loss of HK$13,989,000) which has been dealt with in the (B2 ZF+-A=+—HIEFE:
financial statements of the Company. €518 13,989,000 % 7T.) ©
14 DIVIDEND 14 RE
The Company
b N/NS|
31.3.2012 31.12.2010
—E--F —E-TF
=A=+—-8B +=ZRA=+—8H
HK$'000 HK$'000
FHERT FHET
Interim, paid — HKO.5 cents (2010: Nil) per share 2 IR~ ERR% B G A% 0.5 781
(ZZ—ZF: F) 86,509 —
Final, proposed — HK1.0 cent (2010: Nil) per share 4k < HA A% 2 & 8% 1.0 811
(ZZ—ZF: F) 172,932 —
259,441 —
Interim dividend of HKO.5 cents per share was declared and BERMENEEZE_ZE——FSA=F+HL
paid for the six months ended 30 June 2011 (six months ended ANEAZFEREFROSBW(BE=S—
30 June 2010: nil). TFEXA=ZTHIENEAR &) -
The directors of the Company recommended the payment of AAREEFREREBEZ T —Z—F=H
final dividend of HK1.0 cent per share for the fifteen months = +—HIETREARSRAREER10
ended 31 March 2012 (year ended 31 December 2010: nil). BL(BEZE—EF+_A=1T—HI%F
€M) o
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15 EARNINGS PER SHARE 15 SREF
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E2——F —ET-FTF
—BA—BRZ —H—H=Z
=F-=F —TFF
=A=+-8B +=ZA=+—H
HK cent HK cent
AL i
Basic earnings per share BREREF 3.69 2.06
Diluted earnings per share FRE S AT 3.65 1.98
(a) Basic earnings per share (@) EREFREF
The earnings and weighted average number of ordinary AESREARBIEA 2B RE B
shares used in the calculation of basic earnings per share AR ANREF ST -
are as follows:
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—B——F —T-TF
—BA—BRZ —H—B=%
=F-=F —E-FF
=A=+-8B +ZA=+—H
HK$'000 HK$'000
FHERT FHT
Profit for the purpose of basic earnings stESRELRERZEF
per share 548,988 99,558
1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
=F——% —T-%F
—A—HZ —H—H=Z
—B-—F —T-TF
ZA=t+-8 f=-A=+-H
Weighted average number of B AR INHE T
ordinary shares 10,666,736,006 4,844,402,854
Weighted average number of NPT RE [B] AT #A R 48 e AR N
non-redeemable convertible SREE
preference shares 4,223,076,923 —
Weighted average number of shares STEERERRF 2 RGO N
for the purposes of basic earnings T8
per share 14,889,812,929 4,844,402,854
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15 EARNINGS PER SHARE (continued) 15 BREF @
(b) Diluted earnings per share (b) BRBEZER
The earnings used in the calculation of diluted earnings HEGREERTEBY B E F
per share are the same as those for the basic earnings Frifist E SRR EARRF R AEER -

per share, as outlined above.

The weighted average number of ordinary shares for the HE GRS ERFER Y RN
purposes of diluted earnings per share reconciles to the FHHEAESREARZAER 2T
weighted average number of ordinary shares used in the BISIEE Y EEENT ¢

calculation of basic earnings per share as follows:

1.1.2011 1.1.2010
to 31.3.2012 10 31.12.2010
—E——F —ZT-TF
—A—BZ —A—HB=%
—B--F —T-ZF
=B=+—-8B +=ZA=+—H
Weighted average number of ordinary STEFRERBRERA
shares used in the calculation of 2 LmiR ke E
basic earnings per share 14,889,812,929 4,844,402,854
Shares deemed to be issued for WARIELASTRER
no consideration in respect of: THIEB TR
— Share options — B 167,406,224 150,164,105
— Warrants — RIHEE — 42,021,465
15,057,219,153 5,036,588,424
Note: For the year ended 31 December 2010, the weighted Het - REE—F-FFF_A=F—HI
average number of shares for the purpose of calculating FE - FTEGRERNREEET| R
the basic and diluted earnings per share has been HIETFEHEERR - E——F=H
retrospectively adjusted for the effect of the share SERRZ R 17 & F R BB WIFREE -

consolidation completed in March 2011.
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16 OTHER COMPREHENSIVE INCOME/(LOSS) 16 H#t2EUWA (EHE)

1.1.2011 1.1.2010
t0 31.3.2012 10 31.12.2010
“Z2-—-%5-f-HZ —T-TF-H—-HE
—E--“F=fA=+-A “E-TF+-A=1-H
Before tax Tax Aftertax Before tax Tax  After tax
BAl BE Bi#k A HIE 14
HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
TER THET TER TEx TEL THL
Surplus/(deficit) on revaluation HETHREFTZ
of leasehold land and buildings EHRE/ (B4 413,738 (122,727) 291,01 (20,321) = (20,321)
Available-for-sale investments AftHERE
Unrealised (loss)/gain arising ATEEDEEZRER
from change in fair value (B8)/ = (1,388) — (1,388) 1,913 — 1,913
Other comprehensive income/(loss)  EfZ2EWK A,/ (EE) 412,350 (122,727) 289,623 (18,408) — (18408
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17 DIRECTORS' REMUNERATION

17 EEEHE
BE-—2 —F#=A=t+-AL+AEAR

An analysis of remuneration paid and payable to directors of
the Company for the fifteen months ended 31 March 2012 and

year ended 31 December 2010 is set as follows:

HE—

T-TF+-A=+—HLFE B

=

NRENARRZEZZMEOMAT

Salaries,
allowances
and  Discretionary Share- Retirement  1.1.2011 to
Directors’ henefits honus based scheme  31.3.2012
fee in kind payment  payments contribution Total
—2--F
—-A-H%
—E-C-F
E =4 BERA UiRBA Bifct8 ZA=t+-H
EZRe REVAE % Efzxf 3 Bt
HK$'000 HK$'000 HK$'000 HK$,000 HK$'000 HK$'000
TExT TEx TER TER TEx TExT
Executive directors HTES
Mr. Chu, Nicholas Yuk-yui * RRBFE 150 5,850 — — 15 6,015
Mrs. Chu Yuet Wah FRERT — 17,750 — — 18 17,768
Mr. Wong Hin Shek ** TEERE — 512 — — 3 515
Independent non-executive  BIUFHTES
directors
Dr. Wong Yun Kuen EHERL 85 — — — — 85
Mr. Lau Man Tak B3k 85 — — _ _ 85
Mr. Yu Peter Pak Yan SECxE: 85 - — — — 85
405 24,112 — — 36 24,553

*

* ok

Re-designated from non-executive director from 1 April 2011

Resigned on 1 April 2011

* %k

R-F——FMA— A FHTTEERT
R-FE——FMA—HEHT
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17 DIRECTORS’ REMUNERATION (continued)

17 EEMEw

Salaries,
allowances
and  Discretionary Share- Retirement 1.1.2010t0
Directors' henefits bonus hased scheme 31.12.2010
fee inkind payment payments  contribution Total
Z2-TF
—-A—BZE
—E-%F
e 2N BETEa MR A BINGE +=A=1-H
e KEWIE 3% ARz 13 BE
HK$'000 HK$'000 HK$'000 HK$,000 HK$'000 HK$'000
TBT T T T T FET
Executive directors BITES
Mrs. Chu Yuet Wah FRELT — 6,500 6,000 1,489 12 14,001
Mr. Wong Hin Shek TRELE — 1,948 — 9,648 12 11,608
Non-executive director FHTESE
Mr. Chu, Nicholas Yuk-yui RAMIE 650 — — — — 650
Independent non-executive BUFHTES
directors
Dr. Wong Yun Kuen BEERL 60 — — — — 60
Mr. Lau Man Tak fEik 60 — — — — 60
Mr. Yu Peter Pak Yan SACEE 60 — — — — 60
830 8,448 6,000 11,137 24 26,439

The discretionary bonus payment was determined by reference
to the individual performance of the directors and approved by

the Remuneration Committee.

No directors have waived or agreed to waive any emoluments
in respect of the fifteen months ended 31 March 2012 and year

ended 31 December 2010.

There were no emoluments paid or payable as an inducement
to directors to join the Group and no emoluments were paid or
payable to the directors as compensation for loss of office
during the fifteen months ended 31 March 2012 and year

ended 31 December 2010.
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18

INDIVIDUALS WITH HIGHEST EMOLUMENTS 18 B&#H A+

Of the five individuals with the highest emoluments, 2 (2010: 3)
are directors whose emoluments are disclosed in note 17. The
emoluments in respect of the remaining 3 (2010: 2) highest
paid individuals are as follows:

AEERHFALY ME(ZZE—ZFF: =
FVREET BEZWNEERWE17HE -
HEBp =% (2T —ZTF : MA) &g ALz
BT

1.1.2011 1.1.2010

to 31.3.2012 10 31.12.2010

—E——F —ET-FF

—HA—HB% —A—HB=%

=F-=F —T-TF

=ZA=+-8 t-A=t-H

HK$'000 HK$'000

FHx FHIT

Salaries and other emoluments FehEMmMe 21,656 1,939
Retirement scheme contributions RRET B 36 13
Share-based payments VAR AD B R 2 S+ — 213
21,692 2,165

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

BRATZBENFATEHE :

1.1.2011 1.1.2010

t0 31.3.2012 t031.12.2010

—E2——F —E-TF

—A—HZE —A—HB=%

—B-—f —T—TfF

=B=+—-B +ZA=+—H

HK$'000 HK$'000

FTEx FET

HK$nil to HK$1,000,000 7T E 1,000,00058 7T = 1
HK$1,000,001 to HK$1,500,000 1,000,001 7 7T 2 1,500,000 7% 7T — 1
HK$2,000,001 to HK$2,500,000 2,000,001 7% 7T & 2,500,000 7T 1 —
HK$6,500,000 to HK$7,000,000 6,500,000 7T & 7,000,000 7T 1 —
HK$12,500,000 to HK$13,000,000 12,500,000 7T & 13,000,000 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 fifteen months
ended 31 March 2012 and year ended 31 December 2010.

BHE_Z——F=A=+—HITHEEAR
HE_ZT-—ZF+_A=+—HILFE #&
EhR L RSHALTINRENMNE  (ER

/

BEMBARE 2 R BRI A(E
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19 PROPERTY, PLANT AND EQUIPMENT 19 ¥ - BERSE
Leasehold Leasehold
land and improvement,
buildings furniture,
held for fixture and Motor
The Group rEE ownuse  equipment vehicles Yacht Total
BEEAZ HENE
HEL £E- EH -
rgFE  EERIE AE B &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT TET THT TET
Cost or valuation N EERETE]
At 1 January 2010, as previously RZE-—ZTF—[—H"
reported SR 23R 1,430,531 276,575 5,370 25,618 1,738,094
Effects of adoption of amendments R E B & HERIF 1758
to HKAS 17 (&8 ET$) 2 736,227 — — — 736,227
AS restated Ex]l 2,166,758 276,575 5,370 25,618 2,474,321
Additions NE — 37,837 155 — 37,992
Write-off s — (26,336) — — (26,336)
Adjustment on revaluation EAE (89,278) — — — (89,278)
At 31 December 2010 RZE-EFE+-F=+—H 2,077,480 288,076 5,525 25,618 2,396,699
Representing: R&:
Cost B AE — 288,076 5,525 25,618 319,219
At 2010 valuation BT —TEH 2,077,480 — — — 2,077,480
2,077,480 288,076 5,525 25,618 2,396,699
At 1 January 2011 —F——%—Hf—H 2,077,480 288,076 5,525 25,618 2,396,699
Additions //J\E — 36,677 682 99 37,458
Acquisition of subsidiaries =N — 1,137 — - 1,137
Adjustment on revaluation BhFE 351,701 — — — 351,701
At 31 March 2012 ——#=ZA=1+—H 2,429,181 325,890 6,207 25,717 2,786,995
Representing: R :
Cost BRAE = 325,890 6,207 25,717 357,814
At 2012 valuation BT _FhE 2,429,181 - - - 2,429,181
2,429,181 325,890 6,207 25,717 2,786,995
Accumulated depreciation ZitinE
At 1 January 2010 R-_E—ZTF—F—H — 161,056 4,217 3,416 168,689
Charge for the year FRMk 54,179 42,486 636 2,561 99,862
Eliminated on write-off 35 4 — (24,020) — — (24,020)
Adjustment on revaluation ShHE (54,179) — — — (54,179)
At 31 December 2010 —ZBFE+-A=1+—H — 179,522 4,853 5,977 190,352
At 1 January 2011 —E——F—f—H — 179,522 4,853 5,977 190,352
Charge for the period ,ESﬁ AR 66,559 48,115 478 3,213 118,365
Adjustment on revaluation ESRECE: (66,559) — = — (66,559)
At 31 March 2012 —E-—F=fB=+—H — 227,637 5,331 9,190 242,158
Net book value REFE
At 31 March 2012 RZE——F=A=1+—H 2,429,181 98,253 876 16,527 2,544,837
At 31 December 2010 —EZ-ZF+-A=1+—H 2,077,480 108,554 672 19,641 2,206,347
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19 PROPERTY, PLANT AND EQUIPMENT (continued)

@)

(0)

The leasehold land and buildings held for own use are
Situated in Macau under medium term leases.

The Group’s leasehold land and buildings for own use
were revalued by AA Property Services Limited, an
independent professional valuer, on an open market
value basis as at 31 March 2012. The valuation was
arrived by adopting the income approach for hotel
properties and by direct comparison approach for other
properties by making reference to comparable sales
transactions as available in the market.

As at 31 March 2012, the net amount revaluation surplus
was HK$273,792,000. Surplus of HK$291,011,000 has
been recognised in other comprehensive income and
accumulated in the property revaluation reserve of the
Group and the balance was recognised in profit or 10ss.
As at 31 December 2010, the total amount revaluation
deficit was HK$35,099,000. Deficit of HK$20,321,000 had
been recognised in other comprehensive income and
accumulated in the property revaluation reserve of the
Group and the rest was recognised in profit or loss.

19 V¥ - BERKRE®

@)

(b)

UARMZFHIFERBEE L RET
TIRBHHIEORKA -

AEEFEFERZHEL M EETE
BHEBEYEXAEMRTYEBRRBR
RARZEBE-—F=A=+—HER
MMmEEEEM - BEMETRAK
NEMBE S EMWEINNERLEE
K2EmE ERURERME -

R-E—-——F=A=+—H BEFE&
# % F8 A273,792,0005 T o B £
291,011,000 7% 7T 2 50 E fth 2 H U AR
R WEAEBZMEEHREER
HEBEEEBEER R —FF
+-R=+—HB EHEBEMAREAS
35,099,000 7T ° J&5 4t 20,321,000 7% 7T
EREMEEKARER  WEASE

TMEBGEB R MHRANE
R -
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19 PROPERTY, PLANT AND EQUIPMENT (continued
(d) Had these properties held for own use been carried at
cost less accumulated depreciation, the carrying

19 V¥ - BERRKRE®

() BREZEFEEBADEZRAERR

EEi -

Ak mERS

amounts would have been HK$1,464,726,000 (2010: 1,464,726,0007%% 7o( — & — & F:
HK$1,513,200,000). 1,513,200,0007 7T) °
Leasehold
improvement,
furniture,
fixtures and Motor
The Company ¥ /N equipment vehicles Total
HEWE
#1E - FM -
HERRE AE |t
HK$'000 HK$'000 HK$'000
TR TERT FTERT
Cost %N
At 1 January 2010 RN-ZZE—-ZF—HF—H 2,462 1,041 3,503
Additions NE 49 — 49
At 31 December 2010 and R-E-—ZTE+-A=+—H
1 January 2011 k=—E——F—HF—H 2,511 1,041 3,552
Additions NG 60 — 60
At 31 March 2012 RZE——F#=R=+—H 2,571 1,041 3,612
Accumulated depreciation ZitiE
At 1 January 2010 RZE—Z2F—A—H 2,299 1,041 3,340
Charge for the year FAMBR 123 — 123
At 31 December 2010 and R-E-FTE+-A=1+—H
1 January 2011 M—E——%—HF—H 2,422 1,041 3,463
Charge for the period HR%R 45 — 45
At 31 March 2012 R_B——F=A=+—H 2,467 1,041 3,508
Net book value FEFE
At 31 March 2012 RZE——F=A=+—H 104 — 104
At 31 December 2010 R_ZB—ZEF+-_A=+—H 89 — 89
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20 DEPOSIT FOR ACQUISITION

21

20 WiEZATE

31.3.2012 31.12.2010

—B--fF —ET-ZF

=A=+—-8B +=ZA=+—8H

HK$'000 HK$'000

TET FET

Deposit for acquisition of a financial group WE—EemEBmIiTS = 400,000

The amount as at 31 December 2010 represented deposit paid
for acquisition of Kingston Capital Asia Limited.

R-ZE-—ZTFE+ - A=+—HAZE@ZED
7t Uk B Kingston Capital Asia Limited Fr 5z 1+
ZE]& e

GOODWILL (SRS
31.3.2012 31.12.2010
=F-=F —TIF
=A=+—-8B +=RB=+—H
HK$'000 HK$'000
FHERT FET
Carrying amount of goodwill HEREE 10,996,683 —

The carrying amount of goodwill of HK$10,996,683,000 relates
to the cash-generating units which are engaged in securities
dealings, underwriting and placements, margin and IPO
financing services and corporate finance advisory services. For
the purpose 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 8.75%.

The key assumptions used in the budget plan are:

(i)  the annual growth rates of revenue were estimated
ranging from 7% to 8% for securities services, margin and
IPO financing and corporate finance advisory services
throughout the 5-year budget plan. Cash flow beyond the
five-year period are extrapolated using an estimated
growth rate of 2% (31 December 2010: Nil).

28R I {H 10,996,683,000 78 7T HL 3% K7 75 5
R BHEERE RESERBRXAME
EMERBARTCETFEBRS 2R
EXBEUAH BALERENATS  E
AR EIZFEREBTE  REFHRS
FHITEE A - B S FHIET BRI A
BEEREBEEH RS RETEN - BHIR X
#958.75% °

BEAEMAIERRET

() MSFHBEEER  FHERE - RE
ERBRAAHABEERERDEYHE
BRGZ WS FIEERGBHANT 7% E
8% - AF R ZHSREREHIEREK
2pHE(ZE—ZTF+-A=+—8:
) o
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21 GOODWILL (continued)
(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.

Apart from the considerations described in determining the
value in use of the cash-generating units above, the Group’s
management is not currently aware of any other probable
changes that would necessitate changes in its key estimates.

No impairment loss is provided for the 15 months ended 31
March 2012 (31 December 2010: Nil). The Directors performed
an impairment test for the goodwill and concluded that the
CGUs demonstrate sufficient cash flow projections that justify
the carrying value of the goodwill. Management did not
consider impairment of goodwill necessary.

22 INVESTMENTS IN SUBSIDIARIES

21 EEw
iy FEFRBRSFHEEFSIAN—E M
WAEKE -

AEBERE TERRIRBBERAR
ENTISEEMET o AR E B
BT RBAAER 2 AR -

BREXiETREELENEREELZE
BRESI  AEREEEERFIL AL
Hih @ EHTBMFINERE -

HE-_Z——F=A=+—HIt+HM@AA
YTEREEEHREBERE( T —ZF
TZA=t—H:\) EFCETHER
BHH SHERAERCELEVBREH
RenesBlmErsEha I FEHEER
B - TEERALDAEHRERE-

22 RBRARIZRE

The Company
¥ /N

31.3.2012 31.12.2010
—E-—fF —E-TF
=A=+—-8B +-A=1+—H
HK$'000 HK$'000
FHET FET
Unlisted shares, at cost JEETRRG  EBARAE 11,585,466 1
Amounts due from subsidiaries NG B 3,377,040 2,242,127
Amounts due to subsidiaries FESTHT B A R RIE (784,219) (408,313)
14,178,287 1,833,815
Amount receivable within one year —F R EUER R (414,824) (401,328)
13,763,463 1,432,487

Amount receivable within one year is loan of HK$414,824,000
(2010: HK$401,328,000) to a subsidiary which bear effective
interest at 13% per annum (2010: 13% per annum) and
repayable within one year.
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22

INVESTMENTS IN SUBSIDIARIES (continued)
Apart from the above, the amounts due from/to subsidiaries
were unsecured, interest-free and had no fixed term of

repayment. The amounts were non-current in nature.

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.

22

RTB AR Z2’E @

Br EaliEoh - U FEATH B A Al IE JhE
HiR - 2B NERTENRD - ZEHEBEIE
BNERIEE -

THELIIFEYEALELE HERA
B2 MBS - RREEBES - FH
B AA R AR -

Proportion of ownership interest

BEEERLH
Place of Particulars of
incorporation/ registered/issued Group’s Held
registrationand  and paid up effective by the Heldbhya
operation share capital interest Company subsidiary Principal
Name of company HMAY Bk M/ BRETR r5E AAR KEAR  activities
NEER T HEREAFE BERER BE BE IEBEE
Bebright Limited British Virgin Islands  US$1 100% 100% —  Investment holding
BABRAT EREUHS E WEERK
Futuremind Holdings British Virgin Islands  US$1 100% — 100%  Investment holding
Limited RERUHE (E REER
GR Casa Real Holdings British Virgin Islands  US$5 100% — 100%  Investment holding
Limited REBRAHE 5%ETT REER
GR Casa Real (HK) Hong Kong HK$2 100% — 100%  Operating booking
Company Limited e 287 office for Casa Real
SREBBEE(EE) Hotel
BRAF RERSRBE
ESSEREED
GR Casa Real Company ~ Macau MOP100,000 100% — 100%  Operating Casa Real
Limited R 100,0002F9 7T Hotel
ERERBEBRAA REERSRBE
Glory State Limited Hong Kong HK$1 100% 100% — Investment holding
EE 18T REERK
Golden Resorts Group Macau MOP100,000 100% — 100%  Operating Grandview
Hotel Investment RFY 100,0002F 7T Hotel
Limited g E SN E

BEREBEERE
BRAF
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22 INVESTMENTS IN SUBSIDIARIES (contined) 22 RIBRARIZIRE =
Proportion of ownership interest
BERERLLH
Place of Particulars of
incorporation/ registered/issued Group’s Held
registrationand  and paid up effective by the Heldbya
operation share capital interest Company subsidiary Principal
Name of company HMAY BEk M/ BREITR r5E K77 KEAR  activities
NEER R HERAKFE ERER BE B8 IE#EER
Goventure Finance British Virgin Islands  US$1 100% 100% —  Operating casino
Limited" EBRZES 1E7T in hotels
KBRS S
Next Champion Limited ~ British Virgin Islands  US$1 100% 100% — Investment holding
RBRZES E RERER
Golden 28 Club* Macau HK$10,000,000 80% — 80%  Operating casino
BEoREEY* A 10,000,000 & in hotels
RIBEEE G
Target All Investments British Virgin Islands  US$1 100% 100% —  Operating casino
Limited" HBRZES E in hotels
LhREBRAR" RIBEEE RS
Good Start Group Limited"  British Virgin Islands  US$1 100% 100% —  Operating casino
EBRZES (ESH in hotels
RBEEE RS
Brilliant Red Limited* British Virgin Islands  US$1 100% 100% — Investment holding
RALAR AR RBRAHE E REER
Crystal Sea Group British Virgin Islands  US$1 100% 100% — Investment holding
Limited" HBREIHE T and operating
Golden Times Club
in hotel
REZERENBE
BEESHRR
EEE
Noble Brand Limited* British Virgin Islands  US$1 100% 100% —  Trading of listed
EBRZES E securities
BELMES
Right Business Limited*  British Virgin Islands  US$100 100% 100% — Investment holding
HERRRF" EBRZES 100%7T REZER
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22 INVESTMENTS IN SUBSIDIARIES (continued) 22 RBATZIRE »
Proportion of ownership interest
BERERLLH
Place of Particulars of
incorporation/ registered/issued Group’s Held
registrationand  and paid up effective by the Heldbya
operation share capital interest Company subsidiary Principal
Name of company HMAY Bk M/ BRETR r5E K77 KEAR  activities
NEER i B HERAKRFE ERER BE B8 IE#EER
Kingston Securities Hong Kong HK$2,000,000,000 100% — 100%  Dealing in securities
Limited e 2,000,000,000%& 7T BEHERH
EHEBSFARAT
Kingston Futures Limited ~ Hong Kong HK$15,000,000 100% — 100%  Dealing in futures
ENEHEERAR] N5 15,000,000 77T contracts
HEAORS
Kingston Corporate Hong Kong HK$11,000,000 100% — 100%  Provision of corporate
Finance Limited o 11,000,000/ 7T finance advisory
SHEHBERERAR services
REDEM B
A 7%
Kingston Asset Hong Kong HK$5,000,000 100% — 100%  Provision of asset
Management Limited &8 5,000,00078 7T management
SHEEEERERAA services
REBEEERS
# Company operates principally in Hong Kong instead of in their # FELBBMHIAEBEZAME T KT
respective places of incorporation/establishment. B EEZ R A] e
" Company operates principally in Macau instead of in their . FEERPIMIELEHZAMAT K
respective places of incorporation/establishment. HhEEEZ R A] e
* Golden 28 Club is registered in Macau as an individual enterprise * B 28EEFERNRPINFAZEL L2 5%
in the name of Mrs. Chu Yuet Wah BEBEALNE] -
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INTERESTS IN JOINTLY CONTROLLED 23 RIAREHERZER
ENTITIES
31.3.2012 31.12.2010
=%F-=% —FFF
=A=+-8B +=ZA=+—H
HK$'000 HK$'000
FHERT FHIT
Investment cost B KA 1,950 —
Share of result of jointly controlled entities FE{G RIS TR EE (235) o
Share of net assets [EREEFE 1,715 —
Amount due from jointly controlled entities & Uzt R 32 1| & 4% 518 103 —
1,818 —
Details of the jointly controlled entities are as follows: HEESIEEZFHBAT
Percentage

of ownership
interests/voting

rights/profit share
Form of Place of mERERER
business structure incorporation  Principal activities RZE# 5E%EF
Name &8 EREEES SRR A it 2 FTEEHR BAt
Kingston/SBI Credence Limited Limited liability company ~ Cayman Islands  Investment holding ~ 50%
EREMERAA HEfHS REHER
KINGSBI Investment Management  Limited liability company ~ Hong Kong Investment advisory ~ 50%
Limited EREEAA B KA
Kingston/SBI Credence Fund, L.P.  Limited partnership Cayman Islands ~ Offshore fund 50%
EREERA HEfHS BHINER
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23 INTERESTS IN JOINTLY CONTROLLED

24

ENTITIES (continued)

23 RHAREFIER ZER @

31.3.2012 31.12.2010

—E-C—fF —E-TF

=H=+—-B +ZH=+—8H

HK$'000 HK$'000

FAERT FHET

Total assets BERE 6,658 —

Total liabilities BEEHE 3,227 —

Net assets BEFE 3,431 =
The Group's share of net assets of REEEEAREHEEEEFE

jointly controlled entities 1,716 —

Revenue 2% _ B

Administrative expenses THX (470) —

Loss before income tax B PSR E 1 (470) —

Income tax FRiS%E — _

Loss after income tax BRFTISRiRER (470) —

The Group's share of loss of jointly REE G £ REHE &S

controlled entities (235) —
INVENTORIES 24 78

31.3.2012 31.12.2010

—B--fF —T-ZF

=RA=+—-R +tZA=1+—H

HK$'000 HK$'000

FTET FATT

Food and beverage and operating supplies & T R AEHA R KL E 3,366 2,925

111



Kingston Financial Group Limited Annual Report 2012

Notes to the Financial Statements
e e

25 AVAILABLE-FOR-SALE INVESTMENTS AHHERE
31.3.2012 31.12.2010
—EB-C—fF —E-TF
=A=t—B +Z-A=t—H
HK$'000 HK$'000
FExT FAT
Investment funds, at fair value REES  BATE 4,572 5,960
The available-for-sale investments are denominated in United Al EREAETE - IR ELEAR

States dollars and there is no public market for the
investments.

The fair value is based on net asset value of the investment
funds at the end of the reporting period. During the fifteen
months ended 31 March 2012, a deficit arising on change in
fair value of approximately HK$1,388,000 (2010: surplus of

26

M5 e

NFERFREESNRER R EEFE
§°ﬁ —E——HF=ZA=t+—HI+EHHE

N {E 2 B EE A S AL 401,388,000 7T
_2 TE  FER1,913,000587T) - BRHE

HK$1,913,000) was recognised in other comprehensive income b 2 mE U AFER - Iﬁé&ﬁéféf;%{%;%;r
and accumulated in the investment revaluation reserve.
TRADING SECURITIES 26 X5%"%
31.3.2012 31.12.2010
=F-=% —ET-TF
=A=+—-8B +=ZA=+—8H
HK$'000 HK$'000
FET FEBT
Equity securities listed in Hong Kong, REBEMZBAES  EHE
at market value 51,365 152,070

Changes in fair value of financial assets at fair value through
profit or loss are recognised in the consolidated income
Statement.
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27 LOAN RECEIVABLE 27 FEWER

31.3.2012 31.12.2010

—B--fF —ET-ZF

=A=+—-8B +=RB=+—H

HK$'000 HK$'000

FHERT FET

Loan receivable e E 5K 414,820 401,328

Loan receivable represents advances to Affluent Public Limited,
an independent third party (the “Borrower”). On 20 September
2010, the Group and the Borrower entered into the loan
agreement pursuant to which the Group agreed to make
available to the Borrower the term loan facility up to a principal
amount of CAD50 million. The loan is secured by legal charge
on the entire shares in the Borrower and entire interests of the
Borrower in a company incorporated under the laws of the
Province of British Columbia, Canada (“Company A"), and
personal guarantees executed by all directors of the Borrower.
The loan bears an effective interest of 13% per annum and
shall be repayable in 6 months from the date of advance.

In connection with the Loan, the Group was granted the option,
exercisable within six months from the date of drawdown, to
either (i) subscribe for shares in the Borrower representing 25%
of the total issued share capital of the Borrower (on a fully
diluted basis) at the time of such subscription, or (ii) to
purchase from the Borrower, shares of Company A,
representing approximately 18.89% of the total issued share
capital of Company A (on a fully diluted basis) at the time of
such purchase, at the option purchase price of CAD80 million.
Once (i) the Borrower has subscribed for approximately 75.56%
interest in the Company A which in turn will acquire 90%
interest in a company incorporated in Canada; and (ii) the
option is exercised, the Group will have an indirect attributable
interest of approximately 17% in 34 subsurface mineral permits
for exploration of potash in Saskatchewan, Canada. The option
was expired on 20 March 2011.

EWEFEMBIE=ERAERAF ([E
TADRBZBHR - R_T-—FFAA-+
B AERERERARIZER B - Bt
AEERBERERARBREASRRRZ
50,000,000 10T 2 E AE KA E - X E KA
fERAZ RS RERAR —RBRENEX
REEB L S RAREMKIZZ AR (AR
ADFifs 2 m ORTEMRE - URERA
ERESFVZEABRELEN - ERIRE
BREMX13EF B - LARBRE RN
EARERE -

REBEENEFERDE TR HE
NMEARATE T AITE - IRAEEEE
80,000,000 07T () REE fE XA D - HE R
REBRERADIBEBHIT/RAZ25% (EE
HHESEEZE)  ()RERABERRAR
7 HEREERARAZIEEITRAL
18.89% (IZ2H#EEE) - RE()BERALR
RN T ARERR A 75.56% A T AT AU
AR mMmE KMz AR Z90%HE
o R (i) BRI TE - AEEABEBEMNR
INERBEH IR GURE 2 3410 T ik B i 1%
EMRFAEN17% 2 BEENER - B8
HEER - T——F=ZA-t+HE®m-
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27 LOAN RECEIVABLE (continued)

27 BEWER @

Since the Borrower failed to subscribe for the shares of
Company A, in December 2010, the Group commenced legal

proceedings in Canada against the Borrower and its relevant
parties with a view to recovering the funds advanced. The
Group intends to enter into a settlement agreement with the
Borrower.

During the period, the Group and the Borrower were actively
negotiating the settlement terms for the funds advanced,
including but not limited to the principle, interest and recovery
of legal cost. As at the date of approval of these financial
statements, the Group and the Borrower are in proximity to
conclude the settlement agreement, while the legal proceeding
is still going on until such conclusion.

HRERALBERBLRAZRED  R-F
—ZEF_F  AEEENEREERAR
HEBATRAZZFDETC BN ZE
T o AEBERERK AR LER W ©

A AREEERARGESEERNE
TZETIER - BRETRRAS - FER
WEDERZER - Rt EM B HRREMER
B AEBERERABOLZREER G - &
BEERGRA  ERIEF LT -

28 TRADE AND OTHER RECEIVABLES 28 EF KREMEWERR
The Group The Company
REE RAF]
31.3.2012 31.12.2010 31.3.2012 31.12.2010
—E-CF —E-FF —E--F —E-TF
=ZA=+—8 +Z—A=t—-B =ZA=t+—-HB +-—A=+—H
HK$'000 HK$'000 HK$'000 HK$'000
FTART FET FHER FHETT
Trade receivables from financial KB4 BIRF D48
services segments 2 Z MR 4,668,514 — — —
Trade receivables from hoteland K BE/E REX D E 2
gaming segments Z 5 EWRR 53,653 72,201 — —
Other receivables, depositsand ~ HEUEES ~ 514 &
prepayments e S 30,248 11,747 8,643 5,413
4,752,415 83,948 8,643 5,413
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28 TRADE AND OTHER RECEIVABLES (continued)
Trade receivables from financial services

28 BEFREMEBYAR =
RESREH D ?‘QZE%FELBZE:EM

segments
The Group
rEH
31.3.2012 31.12.2010
—E-—F —T-TF
=A=+—-B +ZA=+—H
HK$'000 HK$'000
FH&RT T
Accounts receivable arising from BERXGHEEBREL
the ordinary course of business of 2 FEWRUE ¢
dealing in securities:
Cash clients e 19,045 —
Margin clients: RBESEP
Directors of the subsidiaries and MBARESREBEAL
their associates 37,271 —
Other margin clients HRFSEP 4,623,623 —
Less: Allowance for doubtful debt B REREAE (23,430) —
4,656,509 —
Brokers and dealers RERX5E 18 -
Accounts receivable arising from HEE ’]5&% HEXKESE
the ordinary course of business of 2 e k1A
dealing in futures contracts:
Clearing house HEEA 10,747 —
Accounts receivable arising from TE#DATXIEH%% AEEREL
the ordinary course of business of 2 FEWEIE
provision of:
Corporate finance advisory services 1 EM SRR 1,240 —
4,668,514 —

The settlement terms of accounts receivable attributable to
dealing in securities are 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.

R P IEIE 2 BRYGRIRZAN R 5 B HR ™
BAERN - mEEBERERUSIEAR
X AMR-—BREN FBREEPZE
WkER s B Y Ea - BERERE
MR EEERAYEEAES A EEERID
BARVER 2R E] - BB AR I S ARG
BB -
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TRADE AND OTHER RECEIVABLES (continued)
Trade receivables from financial services
segments (continued)

No aging analysis is disclosed for receivables from 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. Accounts receivable from
margin clients 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 2012, total market value of securities pledged as
collateral in respect of the loan to margin clients was
approximately HK$18,550,902,000.

Accounts receivables from 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:

28 EFREMEWERR @

REEBBED E2E S EVERK
(%)

BEERR ENEFXHMRBERENE
BHE RO TAEEE  RUEREE
WREFESEPRANREDIT - BRARES
EPREARERBEERE  IAMERET
REFMNENIEFL - RESFFAMA
SEERESFERD  URBEFZHERE
ERE - RTREZEERESHEEZAEE
B ESMBREEE -R-F——-F=A
=t+—B  ERRESEFAEETENR
B B I 3E 5 42 T E 49 /3 18,550,902,000 78
T o

EUER - RPEREERETP ZHAB
BIEAEE -

AEEREFPRERZRE - AEEB AR
REE MR EERKFIE - BFEEER
RRERE - BIEETMEROMERS -

A EEREYS B2 E S B
=

REB—RETEFPIORZFHEER - A
TRESERYERFNHRE MR ZREDT -

The Group
rEH
31.3.2012 31.12.2010
=F-=F —E-%F
=B=+—-8B +=ZA=+—H
HK$'000 HK$'000
FHET FABT
0-30 days 0Z30H 45,758 59,981
31-60 days 31E260H 7,003 12,148
61-90 days 61£90H 1,707 782
Over 90 days 90 HI £ 23,054 18,790
77,522 91,701
Allowance for doubtful debt REERE (23,869) (19,500)
53,653 72,201
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28 TRADE AND OTHER RECEIVABLES (continued) 28 EFREMEWERR =

Trade receivables from hotel and gaming
segments (continued)

The movements of impairment loss on trade receivables of the
Group are as follows:

g
ﬁéﬁﬁ&ﬁ%ﬁﬁZ%%@Wﬁ
FA ()

AEEEZRURREBRZZSHMT

The Group
AEH

31.3.2012 31.12.2010

=F—=F —TFF

=H=+t—-8B +=ZA=+—H

HK$'000 HK$'000

FHET FAT

At beginning of the period/year i : P =) 19,500 16,005

Impairment loss recognised ERRRESE 4,369 3,495

At end of the period/year AER R 23,869 19,500

The Group
AEH

31.3.2012 31.12.2010

—F-=F —T%F

=A=t-8 ftZA=t-=8

HK$'000 HK$'000

FHET FAT

Neither past due nor impaired I £ 58 ER sl R B 45,467 59,690
Past due but not impaired: BRI ERE -

Less than 1 month past due BEDR1EA 6,712 11,857

1to 3 months past due BE1E3EA 1,474 654

8,186 12,511

53,653 72,201

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 period.

The balances of other classes within trade and other
receivables of the Group and of the Company are neither past
due nor impaired. They comprise other receivables which are
currently aged, and receivables from related companies and
group companies which are active during the period/year.
Management considers that these related parties have
sufficient financial capacities to repay.

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.

EAMERRE EHESZENTEAR
LSRN ANER B -

RAEBERARRZE S REMRYEERRA
ZEH BRI SRR SR (E - ZF AR
BEAMEMEKTIR  URREH FA
BEREXBEEZMEARNEEKE QA
ZEWIE - ERERR  ZEHETAR
SEA TR RE N EIE IR o

AEBE B REMBEIRRS - EMER
ZESETEB TN ERE -  EEERS &
FRYHRIAZ HRREERRIZE -
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30
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CASH AND BANK BALANCES — TRUST
ACCOUNTS

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 — trust accounts under the
current assets section of the consolidated statement of
financial position and recognised the corresponding trade
payables (note 31) 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.

CASH AND BANK BALANCES — GENERAL
ACCOUNTS

29 RERBITHER — BEERF

AREBNABARBRRBIULETLRS - AfF
ER—REBEBETEEZEFPHIE - A%
B ERFPRBDEREAMBIAKRS
MEBEER N HE RIRITHES — EEK
B WRBEBRE P IR EARK LM
A FEEZERE - HERAEREZ AR (B
H31) c KEPHBEZHERFEF LB ERK
PR T E R LT (P FR) R AR &
BE -

30 RERWITHER — —RRF

The Group The Company
EE AT
31.3.2012 31.12.2010 31.3.2012 31.12.2010
—E-CF —E-TF —E--F —E-TF
=ZA=+-B +tZA=+—H Z=ZA=+—-H +ZA=+—H
HK$'000 HK$'000 HK$'000 HK$'000
THET FAT FEx FET
Time deposits ERER 44,190 491,454 — 446,908
Cash held in securities accounts ~ REBE SRR 2 &5
maintained in securities EPAZES
company — 357 — -
Cash at bank and in hand BITRFERE 100,982 125,315 21,650 59,334
Cash and cash equivalents in RiFETBRREZ
the consolidated statement of Re kR EMBEEE
financial position 145,172 617,126 21,650 506,242
Cash and cash equivalents in REZERERERLZ
the consolidated statement of HERELEMEIEE
cash flows 145,172 617,126 21,650 506,242

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
period/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 to their fair value.

RTINS MNBHRARRALZEBFEFPAZ
Re RSB RITERMERZF B KR
FE - B/ FRERFRZFRANF—A
E=BATF  RIAEEZAKREF K
Mi5E » #2488 7E B 2 B3 R R BRERAI &, o
R MREFERB 2FEAEREQFER
%=



SRNESREBERAA —T— 5%

Notes to the Financial Statements
SRR KI5

31 TRADE AND OTHER PAYABLES 31 ESRHEHMENSER
The Group The Company
rEE KAT

31.3.2012 31122010  31.3.2012 31.12.2010
=B-=f% —ZTTF Z%-=fF C"T-%F
ZA=+t-B +tZA=+—H =A=+-H t-A=+—H

HK$'000 HK$'000 HK$'000 HK$'000
FTHT FAT FTiEx FHT
Trade payables from financial KEERBRESEZ
services segments 2 SRR 640,306 — = —
Trade payables from hotel REBERBELSEY
and gaming segments B SRR 11,894 16,162 = —
Other payable and accruals HA T ERF K
&R 46,269 39,364 13,320 2,410
698,469 55,526 13,320 2,410
Trade payables from financial services RETEEESEZE S EBNAERX
segments
The Group
KEE
31.3.2012 31.12.2010
—E--F —E-TF
=A=+-8B +ZA=+—H
HK$'000 HK$'000
TExT FET

Accounts payable arising from the ordinary B4 5 A E %% ES
course of business of dealing in securities: ZERE -

Cash clients ReRP 173,410 —
Margin clients RESEP 413,976 —
587,386 —

Dividend payable to clients ERNEPRE 4 —
Clearing house HEEFT 36,729 —
Brokers and dealers BERR 5% 1 —
Accounts payable arising from the ordinary ~ BREA#XIX 5 EI BERELS

course of business of dealing in 2 ER I

futures contracts:
Clients ®P 14,387 —

Accounts payable arising from the ordinary 24 LATRIE'Z HEXBEL

course of business of provision of: 2 ERT R
Corporate finance advisory services 1 f%EEFEJHEﬁ“% 14 —
Asset management services BEEERYE 1,785 —

640,306 —
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31 TRADE AND OTHER PAYABLES (continued 31 ESZREMENERR@®

Trade payables from financial services
segments (continued)

The settlement terms of accounts payable attributable to
dealing in securities are 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 2012, included in accounts payable was an
amount of HK$584,197,000 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/year:

RESEEH D B2 E 5 EMNRK
(%)

BHX DG FRAARZ S BEME RN
s MK EEREGRAFERRZ S B
tk—ERE -

BHE RO MALEER  RABRES
BARNRES TP RIRZRE DN -

R-E——"F=ZA=+—R BNHREBRE
FEfH % P M A b i 5K 08 584,197,00078 7T -
WERETRRE EBERTRER kA
BRI N ISE 2 EFE MBI IRITHER ©

REBERBEIBEZEZENR
N
T REZRNRRNRERE FEEE
B Z BRI -

The Group
rEH

31.3.2012 31.12.2010
—B-—F —ET-ZF
=A=+-8B +ZA=+—H
HK$'000 HK$'000
FHET FHT
0-30 days 0x30H 11,797 9,395
31-60 days 31E60H 49 4,498
61-90 days 61£90H 29 1,461
Over 90 days 90HLA 19 808

11,894 16,162
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32 AMOUNTS DUE TO SHAREHOLDERS

33

34

32 BERRME

The Group
S ]

31.3.2012 31.12.2010
=F-=F —FFF
=ZA=+—-HB +ZHA=+—H
HK$'000 HK$'000
THET THET
Active Dynamic Limited Active Dynamic Limited 734,411 —
Better Sino Limited EEERAA 1,190,000 —
1,924,411 —

The amounts are non-interest bearing, unsecured and

repayable on demand.

LOAN FROM A RELATED COMPANY

BRFARTTE - BEANAREREE -

33 RE—XBELQXREX

The loan is due to Kingston Finance Limited which has common
directors and shareholders with the Group. The loan is
unsecured, interest bearing at the rate of 1.5% per annum and

repayable on demand.

SUBORDINATED LOANS

BERDENETEHKEERARNKIE - ZA
AEASEAEHFAEERRE - FAERS
B RFEMNENSEF B RAREEZKE

34 BEER

Draw date Expiry date Terms 31.3.2012 31.12.2010

—E——F —T-FF

1RELH H#A & B A &% =ZA=+—-8B +=ZA=1+—H

HK$°000 HK$'000

FERT THIT

Loan from Mr. Lee Wai Man 30 Jan 2004 N/A P+1% 250,000 —
REFTENEEZER ZETPF THEA HEEME
—A=+H mn1E

20 Feb 2004 N/A 1.5% 150,000 —
—TTNF iE 15

—AZ=+H
Revolving loan from 24 May 2010 2 May 2012* 1.5% 300,000 —
Mrs. Chu Yuet Wah
REZFAELZT 2 EBREN —E-TF —E—=F 158
RA-+MWAE AA-A*
700,000 —

* Subsequently renewed to 2 May 2014

* HiE gz —FE—mMFEFAA—H
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36
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BANK LOANS 35 RITEX
31.3.2012 31.12.2010
—B-—fF —T-ZF
=A=t—B +Z-A=t—H
HK$'000 HK$'000
FExT FAT

Bank loans, secured and repayable IRITER - AEAREAR

within one year —FNEE 981,000 —

The bank loans of the Group were secured by marketable
securities of HK$5,902,275,000 (31 December 2010: nil) pledged
to the Group by margin clients. The bank loans of the Group
bear floating interest rates ranging from 0.97% to 1.19% per
annum (31 December 2010: Nil).

PROMISSORY NOTES

On 1 April 2011, the Company issued promissory notes with a
principal amount of HK$1,000,000,000 as part of the
consideration to acquire the entire issued share capital of
Kingston Capital Asia Limited. The promissory notes are
unsecured, bear interest at 2% per annum and will mature at
the third anniversary from the date of issue.

36

AEBZRITERDUARBESEFEFTA
EE 7 A8 %5,902,275000# 70 ( —Z & —
TEF+-_A=+—H8: E)EER - XEH
ZRITEFIREBF R ENF097EE1.19
E(ZZE—ZTF+_A=+—H:8)st58 -

AHERE

N-ZE——FMNA—B  AQaIBTALHE
/1,000,000,000 %8 7T 2 # 24 - fEAULEE
Kingston Capital Asia Limited 2 28 & 2 77 i%
RZREEPEISD - AL EEAEER - 1%
FRE2BFE - WHERIEITAHBITE=
BEZBATE -

31.3.2012 31.12.2010

—E-C—fF —E-TF

=B=+—-HB +ZA=+—8H

HK$'000 HK$'000

FHET T

At initial recognition 1 HER 890,358 —
Imputed finance cost HHEBERA 54,290 —
Interest paid BERFE (20,000) —
924,648 —
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37

38

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$20,000 up to 31 May
2012 and HK$25,000 from 1 June 2012 onwards. 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.

SHARE-BASED PAYMENT TRANSACTIONS
The Company has a share option scheme (the “Scheme”)
which was adopted on 7 June 2004 whereby the directors of
the Company may, at their discretion, select participants as
incentives or rewards for their contribution to the Group to
take up options at HK$1 per grant to subscribe for shares in the
Ccompany.

The total number of shares which may be issued upon exercise
of all outstanding options granted and yet to be exercised
under the Scheme must not exceed 30% of the shares in issue
from time to time. The number of shares in respect of which
options may be granted to any individual in any 12-month
period is not permitted to exceed 1% of the shares of the
Company in issue at any point in time without prior approval
from the Company's shareholders.

37

38

B ERKER

AEBRBEEE RGBT EED R
ERERBEIXEZEIRERYMELES
HE(TRERAE ) - RESF 8 AERM
FORKETE - RBMERAEE - RIBBE
T8 BEMERERBAREEAHNK
AS%EGTEMEL R EFAFBEA L
RR=—F— %1 A=1—HA#20,000%#
T ME-ZE-—"FRXA-BELRAUR
25,0008 7T ° [AFH&IVEH Z HRBIR SR

AEERE RPN B A F 2R E19RBEPIK
fF&&Ec BRERERKENEz228% -
AREBAREMNF T —E B D LRENR
BHAETEI R - AERE LA R KEN S
ZME—BERRBEZETEIEL R -

URBARERS T 2RS
ADFR=FENEA A+ B RBBRIES
Bt #it - ARREETHHE
WS EE SN BT W AT A A
DERD 2 BB - (ERRHAEEELE
Bt S S8 -

RIBZET IR i i RTTE 2 B BB A 2
TERA THRIT2RODBE - TRBETE
BTN Z230% ° ARG ARBBEREL
#/ERT - PREMR A+ —EA HE A REAEA
ROBRERmS M EE - NMEEBAR
AR EE BTN Z 1% ©
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38 SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Options may be exercised at any time from the date of grant of
the share option to the date of expiry of the option or in
accordance with the terms of the Scheme at any time during a
period to be notified by board of directors to each grantee. The
exercise price is determined by the directors of the Company
and will not be less than the highest of (i) the closing price of
the Company’s shares on the date of grant, (ii) the average
closing price of the shares for the five business days
immediately preceding the date of grant, and (iii) the nominal
value of the share.

Details of the share options outstanding as at 31 March 2012
which have been granted under the Scheme are as follows:

38 LURMAERBRLINZRZ W@

AR R LA E SR B E R AES)
HI B |FEARIBERS1T(E - SRIBFL AT 8 2 R
REZRAMEZARAZ BRI AMERITE -
TEEHARRESETE BT ERNAT
BHREZ&®E  )ARBARMRELBEHZ
W(E () IRV EZR D AR A A
B2 FHYmE - i) B EE -

AT RREZASREMN _—"F——F=A
=t BEARTTRZBAERFE

Granted Exercised  Cancelled Lapsed
for the for the for the for the
Balanceat ~ 15months  15months  15months 15 months
Exercise 1 January ended ended ended ended  Balance at
Name or category price 2011 31 March 31 March 31 March 31 March 31 March
of participants Date of grant Exercise period (adjusted) (adjusted) 2012 2012 2012 2012 2012
BE gz Bz #z
“g--f CB-ZF CB-ZE CB-CE
W-8--% =ZB=+-B Z=ZB=t-H Z=B=t-H Z=ZB=t-H R-Z-ZF
e -f-B LtEfAR LTEEAR LTEEAR LTEEAR ZA=1-A
SREMEREN  HLAH fiyid: (3%) 2t B i i P &8
(note) (note)
(Hizt) (Hzt)
Director:
EES
Mrs. Chu YuetWah — 2/2/2010 2/2/2010t0 1/2/2013 HK$0.822 50 6,080,000 — — - — 6,080,000
ZRELL “2-3F-FZA ZE-3F-A-R%
—Z-=f-f-R
Consultants 3/6/2009 3/6/2009 t0 2/6/2012 HK$0.312 8T 71,237,772 — — - — 11,231,772
B “TENERAZR ZEENERAZREZ
—Z--F5AZR
11/8/2009 11/8/2009 0 10/8/2012 HK$0.43 73T 221,583,095 — — (44316619 — 177,266,476
“EEAENR+T-A “EEAEN\AT-HE
—T-Z%1\AtA
21212010 2/2/2010t0 1/2/2013 HK$0.822 50 200,003,000 — (2,500,000) — 197,503,000
Z3-%%-AZR ZT-T4-AzRZE
—Z-Zf-f-R
Staff 3/6/2009 3/6/2009 t0 2/6/2012 HK$0.312 8T 1,125,000 - (875,000) - (250,000) -
&8 “TENERAZR ZEENERAZREZ
—Z--F5AZR
21212010 2/2/2010t0 1/2/2013 HK$0.822/8 1T 15,000,000 — (1,575,000) — (1,750,000 11,675,000
“Z-Z5-F-R —E-%4-A-R%:
“Z-=E-j-H
515,028 867 — (2,450,000 (46,816,619) (2,000,000) 463,762,248
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38 SHARE-BASED PAYMENT TRANSACTIONS

38 URGOABERIT2RF @

(continued
Balance at
Exercise 1 January Balance at
Name or category price 2010  Grantedin Exercisedin Cancelledin  Lapsedin  31December
of participants Date of grant Exercise period (adjusted) (adjusted) 2010 2010 2010 2010 2010
W-g-%% W-%-%&
e -A-B RZE-ZE& R-Z-%F R-E-BF W-E-BF +ZA=t-H
SEERERER  HLAH fiyid: (f&a%) &8 B it B 3 28
(note) (note)
(His#) (His#)
Director:
EES
Mrs. Chu YuetWah — 2/2/2010 2/212010t01/2/2013  HKS0.822/8 T = 6,080,000 = = = 6,080,000
TRELT “E-B%£-fA-R -E-E4£-F-HE
—Z-=f-j-R
Consultants 3/6/2009 3/6/2009t02/6/2012  HKS0.312/E T 79,231,772 - (8,000,000) — — 71,231,772
B “ETNEREZE  ZZEAERAZRE
—Z-_F5AZR
11/8/2009 11/8/2009t010/8/2012  HKS0.4373 7T 221,583,095 — — — — 221,583,095
“EENENR+-B ZEEAENAT-R
B2-F--F)\R
A
2/2/2010 2021010t01/2/2013  HKS0.822/8 T - 200,003,000 — — — 200,003,000
-Z-3£-F-R -Z-34£-P-A%
“E--%#-f-H
Staff 3/6/2009 3/6/2009t02/6/2012  HK$0312 87T 3,000,000 — (675,000) — (1,200,000) 1,125,000
&8 ZEENEAAZA ZEEAESAAZHE
“E-Z#5AZH
2/2/2010 2/212010t01/2/2013  HKS0.822/8 T - 15,500,000 — — (500,000) 15,000,000
“E-TE-fA-H -Z-TE-B-BE
“E-ZF-f-H
303820867 221,583,000 (8,675,000) - (1,700,000) 515,028,867

Note: The exercise price and the number of options outstanding at
1 January 2011 have been adjusted in accordance with the share
consolidation

Wit R ——F—HA—HZ{TEEBREAKT
(EEERIER B E SRS OB 75 -
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SHARE-BASED PAYMENT TRANSACTIONS
(continued)

Share options granted to directors

The estimated fair value of the options granted to directors on
2 February 2010 was HK$0.1225 per option. The fair value was
calculated using the Trinomial pricing model. The inputs into
the model were as follows:

Weighted average share price it RR(E
Exercise price TEE
Expected volatility TEHRR IR
Expected life TEHAE R

8 [ g M) =R
BB =R

Risk-free rate
Expected dividend yield

No vesting conditions is set for directors. The fair value of
share options grant to directors is recognised as an employee
cost with a corresponding increase in share-based payment
reserve within equity at the date of grant.

Share options granted to staff

The estimated fair value of the options granted on 3 June 2009
was HK$0.0437 per option. The fair value was calculated using
the Trinomial pricing model. The inputs into the model were as
follows:

Weighted average share price I RE
Exercise price 1B
Expected volatility TEARR iR
Expected life TEHASEHR

Risk-free rate
Expected dividend yield

EE R R
BEHIR B R

38 LURMAERBRLINZRZ W@

MESRHZERE
RZZE-—TF_A_HMEEMRLERE
2R HERBNERE012258TT - &
FEDE=ZEAAEERAFE - AEAER
AZBABEBEWT -

HK$0.414 7 7T
HK$0.411 77T
82.629%
1year
0.255%
2.414%

BERESRTRBET - BTEE MR
W2 ATENERARIRA - ARSI
B BER T 2 G AR R AR
s#90 -

mMETITRHZERE

N ETHENA = B ERE S Gt
RNEEASHERE047HBT - AFET
R-EATEERTE - FHEAEER 2
ABIRAT -

HK$0.153 78 7T
HK$0.156 7% 7T
66.827%

1.5 years
0.911%
4.334%
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38 SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Share options granted to staff (continued)

The estimated fair value of the options granted to staff on 2
February 2010 was HK$0.1422 per option. The fair value was
calculated using the Trinomial pricing model. The inputs into

the model were as follows:

Weighted average share price
Exercise price

Expected volatility

Expected life

Risk-free rate

Expected dividend yield

IEF LR (E
1TE(E
FEHPR IR
BHFH
B A=
bl dsed

The share options granted on 3 June 2009 to staff are subject

to the following vesting schedule:

38 URGOABERIT2RF @

METIRHZEBRE®
RIZEBE—ETF_A-_HMETEHBERE
2t A EAEEMDEBIEC1422E T - »
FEDMEZ=ZEATCEERFE - BEFTEIER
A2 ABBEOT

HK$0.414 7T

HK$0.411 77T

73.33% t0 & 82.63%
0.496 t0 £2.918 years &
0.210% to £ 0.976%
2.405% t0 & 4.868%

RIZBZNFANA=ZARTEIZEBRER
XT5GEBAMRAR

Maximum number
of share options

Vesting schedule exercisable

AITHEBREZ
HEHR BXEH
From 3 December 2009 to 2 June 2010 —EENF+_A=HE-_ZE-ZFA-H 20%
From 3 June 2010 to 2 December 2010 —E-EFEXA=HE_ZE-ZEF+-HA-H 35%
From 3 December 2010 to 2 June 2011 T+ _-_A=ZHE-ZT——FA"H 50%
From 3 June 2011 to 2 December 2011 —E——EXA=REET——F+=-AZH 65%
From 3 December 2011 to 2 March 2012 —Z——F+_-_A=H&_-_ZT——F=HA—-H 80%
From 3 March 2012 to 2 June 2012 —E-C—E-AZHE-ZE——E,A=H 100%

The share options granted on 2 February 2010 to staff are

subject to the following vesting schedule:

ETSEBAMERRR

RZZE-ZEF_A_ARTEIZERER

Maximum number
of share options

Vesting schedule exercisable

AfTEBREZ
FRAR BAEE
From 2 August 2010 to 1 February 2011 —E-FFN\A-HE-_ZE——F_HF—H 15%
From 2 February 2011to 1 August 2011 —F——F - A -_HZz-"Z——F\A—H 30%
From 2 August 2011 to 1 February 2012 —ZE——FN\A-_HEZ-_ZT——_F_-_H—H 45%
From 2 February 2012t0 1 August 2012 ~—E——-—F-_A-ZRBE_-_ZT——FNA—H 60%
From 2 August 2012 to 1 January 2013 —2——-—FNAZBEZE—=F—H—H 80%
From 2 January 2013t0 1 February 2013 —ZE—=F—AF_-_H&Z_-_ZT—=%_"_H—H 100%

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding increase
in share-based payment reserve within equity over the relevant

vesting periods.

BTEIzBREZAFEEZRE K
A MmiEmH AN RERIN ZHETES
RERRREIEAEREN -
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38 SHARE-BASED PAYMENT TRANSACTIONS
(continued)
Share options granted to consultants
The estimated fair value of the options granted to consultants
on 11 August 2009 was HK$6,150,000.

The estimated fair values of the options granted to Group A
and Group B consultants on 2 February 2010 were
HK$8,610,000 and HK$3,690,000 respectively. No vesting
conditions is set for Group A consultants while the share
options granted to Group B consultants are subject to the
following vesting schedule:

38 LURMAERBRLINZRZ W@

ElEE G 1
RZZEZNENA+— BAER XL ER
W2 (EEH A FE A 6,150,000 8 JT ©

RZZB-ZFF-_A-_ARTHRENMIAER
Z BB 2 fhET 2 FE D A% 8,610,0008
7T }:.3,690,00078 7T © I & 5t B 4R R A R E
BEBGM METLEBRZBREART
SR ARARR

Maximum number
of share options

Vesting schedule exercisable

AfTREEREZ
BEHR BAEA
From 2 August 2010 to 1 February 2011 —E-EFNAZHEZZE——HF-F—H 15%
From 2 February 2011 to 1 August 2011 —E——F-A-HE-_ZT—FNA—H 30%
From 2 August 2011 t0 1 February 2012 —ZE——FN\A-_HEZEZZE——_F_F—H 45%
From 2 February 2012 t0 1 August2012 —ZE——F - A -_HZ-_FT——FNA—H 60%
From 2 August 2012 to 1 January 2013 —E-——ENAZREZE—=5—A—H 80%
From 2 January 2013 to 1 February 2013 —ZE—=F—/8_-_H& - Z—=F_"HF—H 100%
The fair value was calculated using the Market Approach, NEHEDEAMISERNE  WEeSEmMSE L

reference has been made to the prices at which other services
of similar nature are agreed as available in the market. In the
process of valuing the share options, the uniqueness of
services provided by the consultants has been taken into
account. The consultant fee are computed based on the
number of working hours and the consultant fees to be
charged in the provision of the consultancy service together
with out-of-pocket expenses.

The fair value of share options granted to consultants is
recognised in the profit or loss with corresponding increase in
share-based payment reserve within equity.

Because the Trinomial pricing model and Market Approach
require the input of highly substantive assumptions, including
the volatility of share price, changes in subjective input
assumptions can materially affect the fair value estimate.
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BOEE 2 IR 2 e B8 - fERTHERE
Ptz @Er - et MR PIR RS 2B
Rt - BB VIR R (AR IR TS 2 THER 2K
rEVBEREERERERTSE -

ETEREBREZ A FERBRTER M
Rt AR BER S 2 EE TS HREE
e

mR=ERE B R T SAAERARR
% BERERE  SEREIZDHAT
Ml TR EARE -
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38 SHARE-BASED PAYMENT TRANSACTIONS
(continued)
Share options granted to consultants (continued)
A share-based payment expenses amounting to HK$2,084,000
(year ended 31 December 2010: HK$24,457,000) has been
recognised by the Company for the fifteen months ended 31
March 2012 in relation to share options granted by the
Company. The number of exercisable options as at 31 March
2012 is 463,762,248 (31 December 2010: 515,028,867). The
weighted average remaining contractual life of the outstanding
options as at 31 March 2012 is 0.56 years (31 December 2010:
1.79 years).

The weighted average share price at the dates of exercise of
the options during the fifteen months ended 31 March 2012 is
HK$0.975 per share (31 December 2010: HK$0.842 per share).

39 DEFERRED TAXATION

38 URGOABERIT2RF @

MEEREZEBRE @

BE-_Z——F#=A=+—HIt+HEEA
RABIGEEE L 2 R EER ARG AER
S Z B A 2,084,000 T (BHE-ZT—
TE+-H=+—B %% : 24,457,000
L) MZBE——F=A=+—8 - #q17#
BENCHE 2 8L B 463,762,248 (—E—TF
+=-A=+—H :515,028,86719) e K=&
——EFZA=+—8 " BRITEBEREZ N
R NER AB056F (T —ZF
+=—A=+—H:179%F) -

BE-_T——F=ZA=+—HItTRHREAR
TP B B iR E B EAR0.975
BT(ZE—ZFEF+_A=+—H: 8K
0.84277T) °

39 EIERIR

The components of deferred tax assets/(liabilities) recognised FHA RNRATBIRRRER 2 ELR
in the consolidated statement of financial position and the BEE/ (BB MY REFEHNOT :
movements during the year/period are as follows:
The Group KEH
Accelerated
tax Other Unused
depreciation assets tax losses Total
IEBENE HthEE XBAFEEHE et
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
At 1 January 2010 RZE—ZTF—H—H 3 — 5,572 5,575
Credit to consolidated income s+ A4RAEEHE
statement — — — —
At 31 December 2010 RZZE—ZF+ZA=+—H 3 — 5,572 5,575
Charge to other comprehensive B £t 2 E U A 0k
income — (122,727) — (122,727)
Credit to consolidated income 3t AfZA Bz K
statement — 2,348 — 2,348
Acquisition of subsidiaries W B B B A =) — — 532 532
At 31 March 2012 RZE—ZF=H=+—H 3 (120,379) 6,104 (114,272)
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39 DEFERRED TAXATION (continued)

130

At 31 March 2012, the Group has unused tax losses of
approximately HK$305,185,000 (2010: HK$201,955,000)
available for offset against future profits. A deferred tax asset
has been recognised for the fifteen months ended 31 March
2012 in respect of HK$50,867,000 (2010: HK$46,429,000) of
such losses. No deferred tax asset has been recognised in
respect of the remaining tax losses due to the unpredictability
of future profit streams. The unrecognised tax losses may be

carried forward for a period of:

39

EEBE )

MN-ZT——F=A=+—8  AXE@ A%
EHE AR TNz RS A EAELBIB
#) 53051850008 T( T — T F: 4
201,955,000 7T ) * 2 &t H A1 50,867,000 7%
TT(ZE—FT4F : 46,429,000 7T ) 7 E 18 #E
REE-_T——F=A=+—HIt+HM@A
ZIEETRIEEE - AR EIAREE A5 F 2
TR BB T 2 TR B REREERIA
BE o RERBIBRE AR T ERARE -

31.3.2012 31.12.2010

—E-C—fF —E-TF

=B=+—-HB +ZA=+—8H

HK$'000 HK$'000

TET T

One year —4F 35,796 34,106
More than one year but not more than —F LA EBDRME

two years 22,155 52,528
More than two years but not more than MEREELR=F

three years 34,248 33,655

Indefinitely R HA 162,119 35,237

254,318 155,526
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40 SHARE CAPITAL 40 AR
31.3.2012 31.12.2010
—E--H=A=+-H —E-ZTF+=ZHA=1+—H
Number of Number of
shares Amount shares Amount
RIEE kot | e R k|
HK$'000 HK$'000
FExT FET
Ordinary shares of FREE.02E T,/
HK$0.02/HK$0.01 each 0018 Tz LR
Authorised: EERA
At 1 January 2011/1 January 2010 R-T——4F
—A—B/
—E-ZF—HF—H 30,000,000,000 300,000 30,000,000,000 300,000
Share consolidation DA B (15,000,000,000) — — —
Creation iy 9,750,000,000 195,000 — —
At 31 March 2012/ RN-ZT——F
31 December 2010 ZA=+—-H8/
—E-ZTF+=R
=t+—H 24,750,000,000 495,000 30,000,000,000 300,000
Issued and fully paid: BT RETRA
At 1 January 2011/ NZZE——F
1 January 2010 —B—8/
—E-ZFTF—HF—H 10,319,797,333 103,198 8,867,766,956 88,678
Share repurchased [SEEAEE0) (5,159,898,667) = — —
Issue of shares pursuant to R 2w E BT
acquisition of financial business  i&{n 6,000,000,000 120,000 — —
Share placement e &1 890,000,000 17,800 — —
Issue of shares by way of BIBABRRREE R
warrant subscription & n — — 1,435,680,377 14,357
Issue of share pursuant to BT ERITRG
exercise of options 2,450,000 49 17,350,000 173
Share repurchase DR (9,104,000) (182) (1,000,000) (10)
At 31 March 2012/ RZZE—=F
31 December 2010 =A=+—-H/
—T-ZF+=H
=+—H 12,043,244,666 240,865 10,319,797,333 103,198
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40 SHARE CAPITAL (continued) 40 HQZ'K (&)
31.3.2012 31.12.2010
—E-—H=HA=+—8H —2—E2F+=-A=+—H
Number of Number of
shares Amount shares Amount
BHEAE Kok [ grr S ¢E] |
HK$'000 HK$'000
FHBx FHIT
Non-redeemable convertible  NA]EEE]
preference shares BIE g -5
Shares of HK$0.02 each EREE0.02 T
2 B 1D
Authorised: JEERAR ¢
At 1 January 2011 R-T——%
Creation 1825 5,250,000,000 105,000 — —
At 31 March 2012 RIZT—ZF
=A=+—H 5,250,000,000 105,000 — —
Issued and fully paid: BEITRERRA
At 1 January 2011 RZE——%F
Issue of shares pursuant to E R S B AR TS 15
acquisition of financial mE TR
business 5,250,000,000 105,000 — —
At 31 March 2012 RZE——F
=—A=+—H 5,250,000,000 105,000 — —

132

Pursuant to special resolutions passed on 22 March 2011,
share consolidation and increase in authorised share capital
were approved. The issued and unissued ordinary shares of
HK$0.01 each in the capital of the Company were consolidated
on the basis of every 2 shares being consolidated into 1 share
of HK$0.02 each. The share consolidation became effective on
23 March 2011.

The Company’s authorised share capital was increased from
HK$300,000,000 divided into 15,000,000,000 consolidated
shares of HK$0.02 each to HK$600,000,000 divided into
24,750,000,000 consolidated shares of HK$0.02 each and
5,250,000,000 non-redeemable convertible preference shares
of par value HK$0.02 each by the creation of an additional
9,750,000,000 consolidated shares of HK$0.02 each and
5,250,000,000 non-redeemable convertible preference shares
of par value HK$0.02 each. The increase in authorised share
capital has been effective on 22 March 2011.

BER-E——F=ZA -+ _HERBZHE
BISREZEZ - BR1D A O R IBHIETE R AN E
Ao ARAIR AR EREECOETZE 3
TRABTEBRIZEMBAHE—BRTR
AEC.O2BILZ EEREITRMDEH - BB E
HERN-—E——F=A-_+=B4%-

7RI 9,750,000,000 & & I E{E 0.0278 7T
2 & BRI & 5,250,000,000 A% & % {5 0.02
B2 T ER A RRELR - NAFNETE
A% 7 B8 300,000,0007% 7T (4 4 15,000,000,000
BEBREECRBTZAEMFRMD)EMNE
600,000,0003% JT. ( %3 /A 24,750,000,000 %
AR B 0.02 7 7T 2 & Pf A% 7 & 5,250,000,000
A% &A% B 0.02/8 JT 2 71 A] & 0] Al 4R AR (B %
BE) e IEERAER T ——F = A
s sl = =
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40 SHARE CAPITAL (continued) 40 KR

During the fifteen months ended 31 March 2012, the Company
purchased 9,104,000 of its ordinary shares on the Stock
Exchange of Hong Kong. All the shares purchased were
cancelled and accordingly the issued share capital of the
Company was reduced by the nominal value of these shares.
Details of shares acquired by month are as follows:

REBE_ZT——_F=A=+—HIETHE
A AR R & S B 32 R R (119,104,000 Ak
EEK - 2EMBRROEEE Btk X
NADBITHRACD BIRZERD 2HE - 1%
A0 2 BB RN T

Price per share/

Number Highest price Lowest price
Month purchased paid paid Total cost

SRER 2R RE
R# FBEE®E SNESER R AL
HK$ HK$ HK$'000
BT BIT FHT
September 2011 ZE——FNA 4,992,000 0.78 0.68 3,692,000
October 2011 ZE——%F1A 4,112,000 0.78 0.74 3,170,000
9,104,000 6,862,000

Share options - 9

During the year, 2,450,000 new shares of HK$0.02 each were
issued pursuant to exercise of share options at consideration
of approximately HK$1,568,000.

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 Group's overall was
changed upon acquisition of Kingston Capital Asia Limited
during the period.

The capital structure of the Group consists of subordinated
loans, amount due to a related party, amounts due to
shareholders, bank loans, promissory notes 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.

Based on the recommendations of the director, 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.

FA - BLTTE R E 491,568,000
V& 7T 817 2,450,000 % & IR EI 18 0.0278 7T 2.
FAD o

ETRBER

AEBEEREES B REBEEHEE
w2 T BERAEEE T SRR AIHE
e ANESERBEEA TR  KAEE
7 HA P9 U B Kingston Capital Asia Limited &
BRBMEE -

AEBEZEREBRBEREEN BN —F
BB A LR - BABRRFR - RITER
EAZBERARNRERA AR EER (REH
A RARFEEER) ARBEEETEH
B EARERE - FRBRREZ 8D &
EREBERES ZRAKAMERR

AEEERBEETZHBER  BBIRNK
B BITHBO RBETHESIERQREE
%o emPEARERBE NG
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SHARE CAPITAL (continued)

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, subordinated loans
and promissory notes, less cash and bank balances — general
accounts. The gearing ratio as at the end of the reporting
period is as follows:

40 B @)

AEBRAEERBLER(AEBFREA
REAEBANBEDAR) EEEX - B
FEEEEMNRRFA - B —HERERR]
B |RITER - REERLALZERR
T RIRITES — —RERP - RBEHIRZ
BERBBHLERET

31.3.2012 31.12.2010

—B--F —TTF

=A=+—-8B +=ZA=+—H

HK$'000 HK$'000

FET FHET

Net debts B FHE 4,400,904 N/A
TE A

Total equity attributable to owners of RABEE AR 14,132,065 N/A
the Company N iE
Gearing ratio BEBELE 0.31 N/A
TiE A

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
period.

AEEZZHBERR([ZREMBAR DB
HAREXBNESBF MNP EEBERZ
Bg((REeEM XREMBARAE
THRESRMNcBEEF MR (FHRER)
BRATESFENE (MRER) R DEAETZ
MBESRE - RIBFF MG (MERER)
BA RREMBRRAAEFERDES (K
ErhHE (MBER) RABEZEARE
ENBBE)BHEAETRAETHECDHER
EHRBEZ5%(ABEERE) MIREER
AFTHRERTRES  MAKERHADE
STEBRE
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41 RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior year are presented in the

41 &

AEBRAFER E—FEZRHESBENRE
BHORNMBRRFSNAZEA SR

consolidated statement of changes in equity on page 51 of the REY -
financial statements.
Share-
Share based Capital
premium Contributed  payment redemption  Retained
Company account surplus reserve reserve  eamnings Total
MR 5
@Y  EXER
b ROREE  AnEH 2t fE  REERF i
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
T TET T T FHIL ThEL
At 1 January 2010 N-_Z-5F-A-H 1,902,253 69,332 13,172 274 154,083 2,139,119
Share repurchased R (300) — — 10 (10 (300)
Issue of shares under share REBRETEETRD
option scheme 3,292 — (759 — — 2533
Issue of shares by warrant BRAEAREZLTRA
subscription 488,131 — — — — 488,131
Share-based payment NRHAER S — - 24,457 - — 20,457
Forfeiture of share options B - - (35) - 35 —
Loss for the year FREE - - — — (13,989) (13,989)
At 31 December 2010 RZE-ZF+-A=1+-H 2,393,376 69,332 36,835 284 140,124 2,639,951
At 1 January 2011 nZE——%F-Af-H 2,393,376 69,332 36,835 284 140,124 2,639,951
Share repurchased BEkp (6,680) - - 182 (182) (6,680)
Share placement FRER 854,100 - - - - 854,100
Issue of share under share REBEREEZTRG
option scheme 2,043 - (524) - - 1,519
Issue of ordinary share for RRENBLRRTLER
acquisition of subsidiaries 6,180,000 - - - — 6,180,000
Issue of non-convertible RBENB ARG
redeemable preference FABERTERELR
shares for acquisition of
subsidiaries 2,290,106 - - — — 2,290,106
Share-based payment AR AR 2 = = 2,384 = = 2,384
Forfeiture of share options U R - - (1,936) — 1,936 -
Profit for the period HR s Al - - — — 150,084 150,084
Payment of dividends RRE = = = — (86,509  (86,509)
At 31 March 2012 W-ZE-—#=f=1-H 11,712,945 69,332 36,759 466 205,453 12,024,955
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RESERVES (continued)

(@  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) The share-based payment reserve comprises the fair
value of unexercised share options granted to directors,
employees and consultants of the Company recognised
in accordance with HKFRS 2. Details are set out in note
38.

(d) 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.

The reserve available for distribution by the Company to the
shareholders as at 31 March 2012 is approximately
HK$274,785,000 (2010: HK$209,456,000).

41 #E®
@ MR ERIEARAC WS KEE
BRI EE 2 &8 (HBRRGD
BTRAX) °

b) BREBRIEARBMBITRN EER
PR ERANB AR EERERE Z
Z8 - REARE-NN—FREE
(DEER=pe 32 % Y SEETORAVNSIEZAS 213
RIRFRENEEIHPEE: (AR
REEZAEREESRALERER
& EBRITRARERDRERBE
AIRARBTRE RIS - %8
BARSRIEHDIK °

© NENHAERINZEBERERTA
NAEE -  BEERERZHRTER
Ptz AP E (RIBE B SRS 2R
F25RHER) o FHIFHMNHIFESS

d) EBEXBOFEEDREHEMABERRGT
HIRA R RIS BITRA Z EEMESL

AAFAR-F-——F=A=+—HAHET
B% B 2 A #0 55274,785,0008 T (—ZE—F
£ 209,456,000 7T) ©
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42 ACQUISITION OF SUBSIDIARIES 42 WEEKIE D T

On 14 December 2010 and 7 January 2011, the Group had
entered into sale and purchase agreement and supplemental
sale and purchase agreement respectively with Active Dynamic
Limited, a company wholly owned by Mrs. Chu and Better Sino
Limited, a company wholly owned by mother of Mrs. Chu
(together the “Vendors") for acquisition of entire issued share
capital of Kingston Capital Asia Limited at a consideration of
approximately HK$12,000,000,000. The consideration is to be
satisfied in the following manner:

() asto the cash consideration of HK$2,000,000,000;

(i) asto HK$1,000,000,000 by way of the Promissory Notes

(i) as to HK$4,800,000,000 by way of allotment and issue of
the consideration shares at the issue price of HK$0.80;
and

(iv) as to HK$4,200,000,000 by way of issue of the non-
redeemable convertible preference shares with the
conversion price of HK$0.80 per conversion share.

The Group was principally engaged in the operation of hotels,
entertainment with gaming facilities in Macau. The Board
believes that the Company, through the Acquisition, could
capture the high growth of financial market in Hong Kong so as
to enhance its shareholders’ value.

Subsidiaries of Kingston Capital Asia Limited are principally
engaged in provision of securities and futures brokerage,
margin and IPO financing, securities underwriting and
placements, corporate finance advisory services and asset
management services. The acquisition was completed on 1
April 2011.

None of the goodwill recognised is expected to be deductible
for income tax purposes.

KRB ZEF+_A+THARE—F—
BtR A&EERZLZL2EHREFZ AR
Active Dynamic Limited X =4+t H 2 4%
BZRAREEERAR(HEBIES DD
R EEWEkEREERE  UWKE
Kingston Capital Asia Limited 2 2 & 2 17 A%
A - R {E#) 412,000,000,00058 T © KRB
IATRA R

(i  2,000,000,000&TTIAE S A

(i)~ 1,000,000,000% JT LA # 3 E=iE H A X
f

(i) 4,800,000,000% 7T JA #2 & 1% 0.807% 7T
ZETERBERBETREROTAX
(I

(iv)  4,200,000,000 % JT A 1% 5 A% ¥4 #2 ik 15
0.8078 7T < B (B 217 7] f& (2] A &
PRl TT A AT

AEETEERPINELLHERMHEEY
R IREES R - EERAGE - ARFIAE
BURBER LEEBECRT S22 RE
B MR ERREE -

Kingston Capital Asia Limited 2 B & A &) &
ZREBHFERHPELL - RESREXAHA
BERE  FHEHLEE - PEMEER
RGEEEEERERBE WEFEEINR_Z
——FMA—HE/K °

BED AR BRI SHAR -
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42 ACQUISITION OF SUBSIDIARIES (continued)
The assets and liabilities of Kingston Capital Asia Limited and
its subsidiaries acquired at the date of completion of the

138

acquisition are as follows:

42 WHEEHIE 2 &)

PR UREE STk & B ATEE A Kingston Capital Asia
Limited R KB AR ZEERAFENT

HK$'000
FHET
Property, plant and equipment W - BB RZE 1,137
Deferred tax assets EEFIRE E 532
Statutory deposit for financial business TRAEB O ETEIRS 2,792
Trade and other receivables B 5 K H b IR AR K 6,440,811
Trading securities R 5EH 615
Bank balances and cash — trust accounts RITHHBR LR — EEEP 780,966
Bank balances and cash — general accounts RITHEBRIRE — — KRR 38,392
Trade and other payables B 5 R H A ET IR (1,198,075)
Tax payables FES IR (68,310)
Amounts due to shareholders FEAT AR R SRIA (1,450,000)
Loan from a related company RE—REERIRZER (932,079)
Bank borrowings RITHEHE (2,028,000)
Subordinated loans BEER (1,000,000)
588,781
Goodwill (note 21) 8 (Kt 21) 10,996,683
11,585,464

Total consideration satisfied by: BREATAN AR

Cash consideration BERE 2,000,000

Fair value of promissory notes EEEEANTE 890,358

Fair value of consideration shares RERGAYEE 6,300,000

Fair value of non-redeemable convertible A BE [0] Al 3R AR ST AR A B

preference shares 2,395,106
11,585,464

Net cash outflow arising on acquisition: WHEE A 2 RS F5E -

Cash consideration RERE 2,000,000

Bank balances and cash acquired BARITEBRLERS (38,392)

1,961,608

Acquisition-related costs (included in other operating B AN GT AR EEEZE

expenses in the Group's statement of income for —E-——F=ZA=+—HIt

the fifteen months ended 31 March 2012 TRHEARAZIEZERFPEML LML) 11,154
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42 ACQUISITION OF SUBSIDIARIES (continued) 42 WIEMEB AR @

The fair value of the 6,000,000,000 consideration shares issued
as part of the consideration paid for Vendors was determined
on the basis of the closing market price of the Group’s ordinary
shares on the acquisition date.

The gross contractual amounts of the trade and other
receivables acquired are equivalent to their acquiree’s carrying
amounts and fair values at the date of acquisition as disclosed
above.

The revenue included in the condensed consolidated
statement of income since 1 April 2011 contributed by Kingston
Capital Asia Limited was approximately HK$690,048,000.
Kingston Capital Asia Limited also contributed profit of
HK$404,476,000 over the same period.

Had Kingston Capital Asia Limited been consolidated from 1
January 2011 the condensed consolidated statement of income
would have included revenue of HK$923,278,000 and profit of
HK$558,554,000.

EAEXNTETRE-—HBOMET
6,000,000,000 B R B 2 A FETIIRAE
EBRENEERR MM EREEETE -

PriE 2 B 5 R E o U AR TR 2 & K 45 AR
FRRUB TN EX AR E AR BB 2 AR
BERAYE-

Kingston Capital Asia Limited § — & — — 4
" A — B R FT & B Uk a4 690,048,000 7% 7T
EETARIRR4R A 185K A © Kingston Capital
Asia Limited 7 [ B 75 & &k 4 71 404,476,000
BT o

fif Kingston Capital Asia Limited 8 — & — —
F—A—BRGAEAK  AIFRAGEERER
@ B W 923,278,000 T & & A

=

558,554,000 % 7T °
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43 FINANCIAL RISK MANAGEMENT
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43 B ERERE

(a) Categories of financial instruments (a) €mITEHEA
The carrying amounts of each of the categories of the RHERH REBRANATZES
Group and the Company’s financial assets and liabilities WEENBEIEEENT :
as at the reporting date are as follows:
The Group The Company
b3 NN
31.3.2012 31.12.2010 31.3.2012 31.12.2010
—B-C-F ZT-%F —2--F —T-%F
ZA=+-8 +-A=+-B ZA=Zt+-B +-A=1+-H
HK$'000 HK$'000 HK$'000 HK$'000
TER TAEL TER FEL
Financial assets SREE
Available-for-sale investments HEEELE 4,572 5,960 - —
At fair value through profit or loss BATEEBBRERE
— Held-for-trading investments —HIEEERE 51,365 152,070 - —
Loans and receivables ERREKER
— Amounts due from subsidiaries NG - — 3,377,040 2242127
— Loan receivables —ERER 414,820 401,328 — —
— Financial assets included —JIAB B RE MY
in trade and other receivables R emiE 4,735,907 74,194 - 1,554
— Cash and cash equivalents —ReRREEAEER 729,369 617,126 21,650 506,242
5,880,096 1,092,648 3,398,690 2,749,923
5,936,033 1,250,678 3,398,690 2,749,923
Financial liabilities tHEE
Financial liabilities measured REER A E
at amortised cost JemaE
— Amounts due to subsidiaries —ENHBARZE — — 784,219 408,313
— Financial liabilities included in —FIAB S REMER
trade and other payables ERzepat 659,941 25,114 - 312
— Amount due to Shareholders —ENBREIE 16,017 — 900,000 —
— Loan from a related company —RE-FBELAER 1,924,411 — - —
— Subordinated loans —REER 700,000 — — —
— Bank loans —BITER 981,000 - = —
— Promissory notes —ARLER 924,648 — 924,648 —
5,206,017 25,114 2,608,867 408,625
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43 FINANCIAL RISK MANAGEMENT (continued)

43 B EMRERE @

(b) Financial risk management objectives (b) BEREKREEBEREE
and policies
The Group’s activities expose it to a variety of financial REE v ZHAXZIAMERER - ™
risks: market risk (including foreign exchange risk, SRR (BEELRRE  FXRERNE
interest rate risk and price risk), credit risk and liquidity wWERK)  EERBEREBESER -
risk.
(i) Market risk (i) ™WEAR
Foreign exchange risk PE 57 2 e
The Group is exposed to foreign exchange risk REEBASTZERNREEmME
arising from various currency exposures, primarily EZERRR EEHKET
with respect to Australian Dollars (“AUD"), Renminbi (Rl - AREB(TARE]) -
("RMB"), United States Dollars (“USD") and Canadian Ex(Ex)EmzRxdn
Dollars (“CAD"). Foreign exchange risk arises from TT1) o HE H PR R B AR R EAR
future commercial transactions and recognised SRERREERBE -
assets and liabilities.
The carrying amounts of the Group’s foreign RREBE - NEBAINESE
currency denominated financial assets and ZeRmEERBEBEZREABEN
liabilities at the reporting date are as follows: T
Liabilities Assets
afE BE
31.3.2012 31.12.2010 31.3.2012 31.12.2010
—E-—fF —ZT-TF —E-—fF —T-TF
=Z=A=+—-8 +=-A=+—HBH =ZBA=+—-B +=-A=+—H
HK$'000 HK$'000 HK$'000 HK$'000
FExT FAExT FEx FExT
AUD SEIT 15,846 — 15,860 —
usb EH 21,740 — 39,918 29,751
RMB AR 793 — 18,233 414,326
CAD mr — — 414,820 401,328

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 AUD is low. The Group is
mainly exposed to the effects of fluctuation in RMB
and CAD.

AREHE B AT B IR AN INE BRI
KA BEEEQERENE
- XNBERFEREEEHPEKR
FEE S5 Lz o

AEBEEMETH BT ZEERH
BEMNENRY - METZFY
BE - AKEBRREBRAIA
RERMTRE 2 FE -
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43 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives
and 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.

43 BIEEBRERE @
(b) MEEREEEEREE®

() TEERE@®
[ 7 [ (#8)
TRINEAFEAREE 2 EH K
BEAEXRSEAREEH(KE
ERBEABRAZEARR)M
EEZBOES -

142

31.3.2012 31.12.2010
—B-Zf£=A=+-H —F-FFT-A=1+-A
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
FRBRBIE FARRTE
EREH wAIE I, [EX FH/ A,
(T F&) (R2) (TB&) CR)
% HK$'000 % HK$'000
% FTET % FHET
Renminbi AR +4% 689 +2% 8,286
-4% (689) -2% (8,286)
Canadian Dollars i1 +8% 27,710 +4% 16,053
-8% (27,710) -4% (16,053)
It is assumed that the change in foreign exchange ERZEXZFHNMEARE

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 December
2010.

tYERARAKERZ AR
B2 T EprmHE R
BB EMEHUSRIRNE) #
FTE o R IMRERABITEET
ZHMBETAHIERIETE
Hib BB 2 EMBEZSTE -
ZE-TFF+ZA=+—HZH
TR AR A HETT -
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43 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives
and policies (continued)

(i)

Market risk (continued)

Interest rate risk

The Group’s exposure to interest rate risk arises
primarily from its borrowings, bank deposits and
margin client 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 2012, it is estimated that a general
increase/decrease of 100 basis points (2010: 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$2,916,000 (2010:
HK$5,708,000).

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 December 2010.

Price risk

The Group is exposed to price risks arising from
equity investments held for trading purpose (note
26) and available-for-sale investment whose returns
are linked to a portfolio of securities listed in Hong
Kong and other major stock market in the portfolio
(note 25).

(b)

43 B EMRERE @

BEEREEREREE®

() TEERE®
=

AREBZHNERBREIEZHERS
Fo RITERREBERESEP
RIRELE - FRERMRITER
ARGEBRRERSAREE DRI
AR RENERER & AFE

R -

75 [ 3 4 PR A N R g HR SR L
HEZMERR BEERER

EAKEAR ZER

RZTE——FE=A=+—H"Mm
FleEeE FETHI100EZ (=
T-TF 1005 MAEH
BRI B AEEY
Br i85 R AR E B FE hn, R
D#72,916,0008 L (Z 2 —5F

5,708,000 7T) °

R R 47 BRI BB
HeEHRRE - WEEARALD
ARKAREZ BT AREY
FEEKR- —2—FF+= A
S+ —BZARNRAERLE

17 -

B8

REBAS 2 ERRREARE
BERBZBARE (HiE26) &
REMAFRZAHEERE(H
EI¥FRENETEREMEERRN
B MBS REHAR) (K

£ 25) o
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43 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives
and policies (continued)

144

(i)

Market risk (continued)
Price risk (continued)

The Group’s listed investments are listed on the
Stock Exchange of Hong Kong. Decisions to buy or
sell trading securities are based on daily monitoring
of the performance of individual securities, as well
as the Group’'s liquidity needs. Management
manages this exposure by maintaining a portfolio
of investments with different risk profiles. The
available-for-sale investment has been chosen
based on their good value and growth prospects
and are monitored regularly for performance

against expectations.

The following table demonstrates the sensitivity to
every 12% (2010: 10%) change in the equity prices
with all other variables held constant and based on
their carrying amounts at the end of the reporting
period. For the available-for-sale investment, the
impact is deemed to be on the investment
revaluation reserve and no account is given for
factors such as impairment, which might have
impact on the income statement. For sensitivity
analysis purpose, the sensitivity rate is adjusted to
12% in the current year as a result of the volatile

financial market.

43 BEERERE @)

(b)

BEEREEEERBE®

(i)

Increase/
decrease in
basis points

HEEEH

T

TS (@)
BT B (@)

AEEZ EHRENT BB
£ EASEHRR HEH 2R
ENREBEERERERZARRER
AEARERBESHEMIE
b BEEBERFNEHEARET
FEREEZRE  LWEEEH
Rk - ARERBEREREYA
PrERERRATSHERIELE
BE ITEHERKRELES

JAH

TRMPEME EMEBHTT
B2BERT  RIERHRERE B
R REENE  BEZE12%
(ZZ—ZTF :10%) 2BRE -
RAREEREMNE  FHEEH
AR H R EEEREBEBRE
- mIEEEBEMABESA
EFERERZIAER - RERE
AT FRELERCARS
BTSRRI BERMRANFEHE

£212% °

Increase/
decrease in
net profit/
loss and
retained
earnings
R EE
FER
REZF
#m,/ wP
HK$'000
FET

Increase/
decrease in
other equity
reserves

HttlR A5
®m,/ mD
HK$'000
TAET

31.3.2012
Trading securities
Available-for-sale investment

31.12.2010
Trading securities
Available-for-sale investment

—E-“H=A=1+—H

RpEH
AfHERE

—F-FBFt=-A=1-H

R ES
AfHERE

12%
12%

10%
10%

6,163

12,698

549
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43 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives
and policies (continued)

(ii)

Credit risk

The extent of the Group’s credit exposure is
represented by the aggregate balance of cash at
bank, loan receivables 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 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 minimize 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 for hotel and gaming segments.
Trade receivables are due within 30 days from the
date of billing. Normally, the Group does not obtain
collateral from these segments’ customers. For
financial service segment, margin clients’
receivables arising from the ordinary course of
business of dealing in securities are secured by the
underlying pledged securities. Margin call report
will be monitored daily by the management. Failure
to meet margin calls may result in the liquidation of
customers’ positions.

In order to minimise the credit risk in respect of the
trade and other receivables, 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.

(b)

43 B EMRERE @

BEEREEREREE®

(il FERR

REEAZ 2 EERRIERITIR
T BREFRAKRESREME
WERR 2 #aksth - BEREDE M

EEEE  REERAREER
B o
EHMERTSRALZA - A

EEY —EREEETHERFT

HERE
REZRBRAREEERE

ERAZEEERER

o t&

RANEERE B EEEE M
AT o AERBEZFRKE KR
fERAMEUE IR aa A R EIRIE(E
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PE 5 R BRI -
SEEREREE AN -

N
=

EEEEER BREEURE
TTEMEERER - RS HBEE
KGR BR UK (B 261 HA (& TR ER AN ER
#ETE - EHRUEFNERR
HREET S0 HMEIH - — R = -
AEBTEELARITZEP
RHEA R - L BRED M

5 ORBEREBBRETESSR

o s
(=)
=2

ELXZREEFPIATIAM
RERESEER EEESH
EREHRBLSRE - RBURE

SREHEPFR °
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ZEERR  ARERHREHR
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43 FINANCIAL RISK MANAGEMENT (continued)
(b) Financial risk management objectives
and policies (continued)

146

(ii)

(i)

Credit risk (continued)

The Group's exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. At the end of 31 March 2012, there is no
concentration of credit risk with respect to the
receivables, as no one customer is responsible for
more than 10% of the Group’s trade receivables,
while as at 31 December 2010, the Group has a
certain concentration of credit risk as 73% and 78%
of total trade and other receivables was due from
the Group's largest customer and the five largest
customers respectively.

Further quantitative disclosures in respect of the
company’s exposure to credit risk arising from loan
receivable and trade and other receivables are set
out in notes 27 and 28, respectively.

Liquidity risk

A number of the Group's activities are subject to
various statutory liquidity requirements as
prescribed by the Securities and Futures
Commission in accordance with the Hong Kong
Securities and Futures Ordinance (the "HKSFQO").
The Group is closely monitored to the liquidity gap
to ensure that it maintains adequate liquid capital
to fund its business commitments and to comply
with the relevant Financial Resources Rules under
the HKSFO. As part of the measures to safeguard
liquidity, the Group has maintained a balance
between continuity of funding and flexibility
through the uses of the shareholders’ loan,
subordinated loan and banking facilities in order to
meet its liquidity requirements in the short and long
terms.

(b)

43 B EMRERE @

BEEREEEERBE®

(i) FEERBE@E)

AEEEH EERRIERS
BEFERHEMTE - R_F—
TE=ZA=+—HHLR XK
C TR
BEE-EFHBELREERZ
LLOIFBBI10%: MR —F—F
TZA=+—8 A&EEEET
UL TR AL E
BRABEFPRAREFIEESRE
i, FE 45 AR SR 4B BB 2 L Bl 9 Bl A

B R EE R R

ST EERR

73% K2 78% °

IARFIFEHERERRE S
K EA MR ELE 2 EERE R
BEE—FTECERD IR

B3k 27 ]2 28

(i) RBEZER

AEEZETRHZRRES K
HESHERZBERBEEE
HFRHBEGR ([EEESF MR
P11 PRSI BB EAEREE SR
E o AREEYERERPES
ZiE - NERERTEHZRBDE
T UREXBAREHES
AR TEBEZMPEGRIE
M2 BERRY - ERRER
PEHER WD AEE#S
FESFHBURBEEEZMBF
o WHEBMABRRER - RE
ERIRITRE - AR K2 H]



SRNESREBERAA —T— 5%

Notes to the Financial Statements
SRR KI5

43 FINANCIAL RISK MANAGEMENT (continued) 43 HMBRERERE
(b) Financial risk management objectives (b) BIRAREEEEREE @

and policies (continued)

(iii) Liquidity risk (continued) (il) REBESEE ()
The following table details the remaining TRFVNAREBRARNRIFEITE
contractual maturities at the end of the reporting SRBERREEAR FHRED
period of the Group and Company’s non-derivative fEmEl  IIRIEAS 4RI S
financial liabilities, which are based on contractual ME BERBAEHNFNEGTE
undiscounted cash flows (including interest (S AEFE  BIREREEER
payments computed using contractual rates or, if ERMERAE)ZHER K A
floating, based on the rates current at the end of RARQBIAHERNR &SRR
the reporting period) and the earliest date the HETE -

company can be required to pay:

The Group KEH
31.3.2012 31122010
ZE-ZEZf=1-H “Z-25+-A=1-A

Total Total
contractual Within contractual Within
Carrying undiscounted  one year or Over Carrying  Undiscounted ~ one year or
amount  cashflow  ondemand one year amount cashflow  ondemand
BHRRE -ERg BNRER —ER5

REfE REREAR S BE-F BHE ReRELR EEX
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER Tin FiEn TER T FiEn FiET

Trade and other payables BHREAMEMNER 659,941 659,941 659,941 - 25,114 25,114 5,114
Amounts due to shareholders  ERTIREFE 1924411 1924411 1,924,411 = - - -
Loan from a related company ~ RE—FEBAAER 16,017 16,498 16,498 - - - -
Suborcinated loans kEER 700,000 721,750 721,750 - - - -
Bank loans HTER 981,000 990,810 990,810 - - - —
Promissory notes ERER 924,648 961,634 18,493 943,141 - - -

5,206,017 5,275,044 4,331,903 943,141 25,114 25,114 25,114
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148

FINANCIAL RISK MANAGEMENT (continued) 43 MBERBERE @
(b) Financial risk management objectives (b) BIEEAREEEEREE @
and policies (continued)
(iii) Liquidity risk (continued) (iiiy KBELER (@)
The Company PN
31.3.2012 31122010
ZB--FZA=1-H “Z-ZF+-fA=1-H
Total Total
contractual Within contractual Within

Carrying undiscounted  one year or
amount  cashflow  on demand

ANRER -Erg
BEE BERESE EZX
HK$'000 HK$'000 HK$'000
iR TiEn FiEn

Over Carrying  Undiscounted ~ one year or

one year amount cashflow  ondemand

AEARE  —ERd

BE-% FEE HERBLE B

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

T TiET Thr TiEL

Trade and other payables BHRERERE

including amounts PREENINE
due to subsidiaries ARFE 784,219 784,219 784,219 = 408,625 408,625 408,625
Amounts due to shareholders e TR EFUE 900,000 900,000 900,000 - — - -
Promissory notes EREE 924,648 961,634 18,493 943,141 - — —
2608867 2645853 1,702,712 943,141 408,625 408,625 408,625
(c) Fair value estimation () AFEMET

The fair values of financial assets and financial liabilities TREELAERBEZAFENET

are determined as follows: B RIBEEFE -

— 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 bid 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.

B B AR 2 G R R A1 30 70 )E BRI
FMISEBECRIEEEREZR
FEDSEMR MSEAGE
F s

At ESREE A FHEIR
BRBESHRZREESEEF
BEEE

HpeRMEEREMBEZAYT
EBENRAREBERN - AEAA
BERZBERBMERBEBRILE
ZHABREREDMREEE
= o
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43 FINANCIAL RISK MANAGEMENT (continued)

(c)

(d)

Fair value estimation (ontinued)

The directors consider that the carrying amounts of the
company’s financial assets and financial liabilities
recorded at amortised cost in the financial statements
approximate their fair values as at 31 March 2012 and 31
December 2010 except amounts due from (to)
subsidiaries which are unsecured, interest-free and have
no fixed terms of repayment. Given these terms, it is not
meaningful to disclose their fair values.

Fair value hierarchy of financial
instruments

HKFRS 7 requires disclosure of financial instruments that
are measured at fair value by level of the following fair
value measurement hierarchy:

Level1 — quoted prices (unadjusted) in active
markets for identical assets or liabilities.
inputs other than quoted prices included
within Level 1 that are observable for the
asset or liability, either directly (that is,
as prices) or indirectly (that is, derived
from prices)

inputs for the asset or liability that are
not based on observable market data
(unobservable inputs).

Level2 —

Level3 —

The following table presents the financial instruments
that are measured at fair value as at 31 March 2012 and
31 December 2010.
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43 FINANCIAL RISK MANAGEMENT (continued)
(d) Fair value hierarchy of financial

150

instruments (continued)
At 31 March 2012

43 BIEEBRERE @
(d £@TEAFER @

R=B-=%=A=+—H

Level 1 Level 2 Level 3 Total
E—Al EZRA E=A et
HK$'000 HK$'000 HK$'000 HK$'000
FBT FEx FExT FExT
Assets &E
Held-for-trading securities  BEEE%H% 51,365 — — 51,365
Available-for-sale AHEERE
investments — 4,572 — 4,572
51,365 4,572 — 55,937
At 31 December 2010 R-EB-BF+ZA=+—8H
Level 1 Level 2 Level 3 Total
E—MA £ 5 F=43 MBEt
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET FET
Assets B
Held-for-trading securities FIEEERF 152,070 — — 152,070
Available-for-sale AHHERE
investments — 5,960 — 5,960
152,070 5,960 — 158,030

During the year, there are no significant transfers

between Level 1 and Level 2.

FA- BRI REZRH 2B E

B -
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44 OPERATING LEASE COMMITMENT 44 REHERIE
(@ The Group leases its land and buildings under operating (@) AEEREKLEHELHHRER T
lease arrangements, and the terms of the leases range kBT HENFE—FE2+FF1E
from one to ten years and the leases are repayable in HeSATEI BN BEHEA
fixed monthly installments. The lease agreements are RNEGHRBERSES  AEFHTME
renewable at the end of the respective lease terms. AN TIEH ZHE -
There is no arrangement for contingent rent payments.
The lease payments recognised as an expenses are as WREMAT 2HERBENT :
follows:
31.3.2012 31.12.2010
—E--F —ET-TF
=A=+—-B +ZA=+—H
HK$'000 HK$'000
FExT FET
Minimum lease payments BEMERIEA 32,390 10,438
At 31 March 2012, the Group had total future minimum 50: E——F=A=+—H K&EH
lease receivable under non-cancellable operating leases MRAa[Ho&LEERE T~ BEEWK
which fall due as follows: AEH S B ERN T2 HAR 2 8 -
31.3.2012 31.12.2010
—B-—-fF —E-TF
=A=+-8B +ZA=+—H
HK$'000 HK$'000
FHET FAT
Within one year —FRN 2,595 1,792
After one year but within five years —FREAFR 1,985 3,650
4,580 5,442
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44 OPERATING LEASE COMMITMENT (continued)
(b)  The Group entered into non-cancellable operating lease
arrangements with landlords and the terms of the leases
range from one to five years.

At 31 March 2012, the Group had total future minimum
lease rent payables under non-cancellable operating
leases falling due as follows:

44 REHEERE

(o)

AEBBEEFEFI A ROZEH
EXH HENF—FERAFAE -

RZEBE——F=ZA=+—H £&H
RAAHEEEHERT 2 AEEMN
RIEASBENTHEREE -

31.3.2012 31.12.2010
—E-—fF —E-TF
=A=+—-8B +-A=1+—H
HK$'000 HK$'000
FET FAT
Within one year —FR 33,597 2,287
After one year but within five years —FRERFR 60,010 104
93,607 2,391
45 COMMITMENTS AND CONTINGENT 45 EERFIAEE
LIABILITIES
The Group
rEE
31.3.2012 31.12.2010
—B——F —T-FTF
=B=+—-8B +ZA=+—8H
HK$'000 HK$'000
FExT FAT
Capital commitments in respect of HRWEYE  MENMREZ
acquisition of property, plant and BAEIE -
equipment:
— contracted but not provided for — BRIV RPN IS RR A
in the financial statements 14,669 2,084
— authorised but not contracted for — ERREERTA 2,919 17,191
17,588 19,275
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45 COMMITMENTS AND CONTINGENT 45 RERIAEE®

LIABILITIES (continued)

On 14 December 2010 and 7 January 2011, the Group had
entered into sale and purchase agreement and supplemental
sale and purchase agreement respectively with Active Dynamic
Limited, a company wholly owned by Mrs. Chu and Better Sino
Limited, a company wholly owned by mother of Mrs. Chu
(together the “Vendors") for acquisition of entire issued share
capital of Kingston Capital Asia Limited at a consideration of
approximately HK$12,000,000,000. The consideration is to be
satisfied in the following manner:

(i) asto the cash consideration of HK$2,000,000,000;

(i) asto HK$1,000,000,000 by way of the Promissory Notes

(i) as to HK$4,800,000,000 by way of allotment and issue of
the consideration shares at the issue price of HK$0.80;
and

(iv)  as to HK$4,200,000,000 by way of issue of the convertible
preference shares with the conversion price of HK$0.80
per conversion share.

At 31 December 2010, the Company has paid an initial deposit
of HK$400,000,000 to the Vendors (note 20). Details of the
acquisition are set out in the circular dated 25 February 2011.

Apart from the above, the Group and the Company had no
material commitments or contingent liabilities at the end of the
reporting period.

RZE—EF+_A+tHBRZF—F—
AtH AEEBRZLLT2EEBTZAT
Active Dynamic Limited =&+ &2 &%
EZRREBAERRAR(FERBIER DR
FVEEHEABREERGS - UWIKE
Kingston Capital Asia Limited 2 & 28 &2 3 17
Az A (B %) A& 12,000,000,0007% 7T © KB
AT F A AT

() 2,000,000,000#TCAR AT

(i)~ 1,000,000,000 % 7T WA # R 15 5 2 X
f

(i) 4,800,000,0007% 7T WA ¥% = 1% 0.80 78 7T
ZETERBERETREROTAE
ik

(iv)  4,200,000,000 % 7T A ¥ & & 42 4 1% 19
0.8078 7T 2 B (B 317 Al 2 i 18 ST X
AT e

R-E—TF+-_F=+—H ARFDMH
&F 7 X 1 & B3 5T % 400,000,000 7T (B 5
20) c WEEHBEHNBHA-T——F =
B=Z+RHBZBHA °

B EMREEIN  AERERARBRRREDR
AEEEBRAEREMHAEE -
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46 UNDERWRITING AND SUB-UNDERWRITING

46 BIHRDBHEARE

COMMITMENTS
The Group
rEE
31.3.2012 31.12.2010
—E-C—fF —E-TF
=B=+—-8B +=ZA=+—H
HK$'000 HK$'000
FE T FAT
Company B NSIE:! 22,946 —
Company C NSI® 12,877 —
Company D NSIID) 38,799 —
74,622 —

In the opinion of the directors of the Company, the fair values
of the underwriting and sub-underwriting arrangements are

insignificant to the Group.

47 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.

(@) Key management personnel remuneration
Remuneration for key management personnel, including
amounts paid to the Company’s directors as disclosed in
note 17 and certain of the highest paid employees as

disclosed in note 18 as follows:

ARREERR  BEERDBHZHEZAF
BEHAREMEALIFEX -

EXRBESRBEXRS

Brib SR B i 0 5 2 X 5 M Atk
Sh - REBECET TIEREET REER
% o]

(@) TEEEAEME
TZEEAEME  BREAARAE
EXNZHRB(RHE177HE) kAE
T&E &8 S Z KA (R 18
KRBT :

The Group
rEH

31.3.2012 31.12.2010
—E-——F —E-TF
=A=t-A +tZA=t-=8
HK$'000 HK$'000
FHET FHET
Short-term employee benefits REEEET 24,112 17,217
Post-employment benefits BB R 36 37
Equity compensation benefits RSB = 11,350
24,553 28,604

Total remuneration is included in “Staff costs” (note 9)
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47 MATERIAL RELATED PARTY AND 47 EXBEITRBAERS =)

CONNECTED TRANSACTIONS (continued)

(b) During the fifteen months ended 31 March 2012, the (b) 8z—2——=R=+—Hi+H
Group entered into the following material related party BAR  AEELHEITNEKBE
and connected transactions. T REBBELS -

1.1.2011 1.1.2010
Name of related party Nature of transaction to0 31.3.2012 t0 31.12.2010
—EB——F —ET-ZF
—RA—HZE —H—B=%
—E--F —T-TF
BELER REME =H=+—-B +ZH=1—8H
HK$'000 HK$'000
F#ET FET
Chu and Li's Family Brokerage income
RERRZFRRIE HERLON 1,435 —
Maximum amount of IPO financing
RRmBaRAREERER 76,362 —
Maximum amount of margin financing
EaRESHER 77,068 —
Interest income
M EHA 1,314 —
Lau Man Tak and associates Brokerage income
BINEEEREHREAL HERTON — —
Maximum amount of IPO financing
ERBAAARREREATE = —
Maximum amount of margin financing
BRRESHER 3,788 —
Interest income
A EHA 48 —
Directors of subsidiaries and Brokerage income
associates A 186 —
MBARESEREABREAL Maximum amount of IPO financing
BB RA REERER 5,656 —
Maximum amount of margin financing
EaREEHER 38,454 —
Interest income
M EHA 684 —
Kingston Corporate Finance Financial advisory fee (note 2)
Limited (note 1) BEEER (ME2)
eNEHBERERAR (ME1) — 900
Kingston Securities Limited Share repurchases commission and
(note 1) related expenses
eFLELBRAT (M7 1) Bt iEEH e KA = 8
Brokerage fee in respect of dealing in
securities (note 3)
BEXHELER (H53) = 31
Kingston Finance Limited (note 4) Interest expense
SHNEFBERRIT (Hit4) MER® 10,625 —
Mr. Lee Wai Man (note 5) Consultancy fee (note 2)
FELE (15E5) BERIER (Mit2) 1,000 1,000
Mrs. Chu Yuet Wah Staff quarter rental expenses
FAELL BIFEEHSAX 1,118 894
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47 MATERIAL RELATED PARTY AND
CONNECTED TRANSACTIONS (continued)

(b) (contin

Notes:

1.

ued)

Mrs. Chu Yuet Wah had controlling interest in this
company before the Group acquired it on 1 April 2071.

This transaction was transacted at a price agreed
between the parties and in accordance with the
agreement.

Placing commission was charged at 2.5% and brokerage
fee was charged at 0.25%.

Mrs. Chu Yuet Wah had controlling interest in the
company.

Mr. Lee Wai Man is the father of Mrs. Chu Yuet Wah.

48 COMPARATIVE FIGURES
Certain comparative figures have been adjusted to conform
with the current period’s presentation.

49

156

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for
issue by the Board of Directors on 26 June 2012.

47 ERAEFTRBERS @

48

49

(b)
Hat

1.

FHELLEXREBR —F——F/
A—BWBZ AR EREERE

¢
e

2. MHEAXRBIIZFTHIE S BEZEEE
RIEB B e 7T
3 HERSRELERDFIK25%%
0.25% & -
4. FHELTRERAHEERES
5  FEXALBFAELLZH -
HLEBEF

ETHBRBFEEHBEE  AFaAHMZ

257 -

B SR ER
PRFEEER_E——FSA -+ NHEE
ERHERIRETIEE -
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Suite 2801, 28th Floor, One International Finance Centre
1 Harbour View Street, Central, Hong Kong

Tk Tel : (852) 2298 6200  f# XL Fax : (852) 2552 6666
3t Website : www.kingston.com.hk
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