Asia Standard International Group Limited Annual Report 2016

Notes to the Financial Statements

GENERAL INFORMATION

Asia Standard International Group Limited (the “Company”) is a limited liability company incorporated in Bermuda
and is listed on The Stock Exchange of Hong Kong Limited. The address of its registered office is 30th Floor, Asia
Orient Tower, Town Place, 33 Lockhart Road, Wanchai, Hong Kong.

PRINCIPAL ACCOUNTING POLICIES

(A)

(B)

BASIS OF PREPARATION

The consolidated financial statements have been prepared under the historical cost convention as
modified by the revaluation of investment properties, available-for-sale investments, financial assets at
fair value through profit or loss and derivative financial instruments, which are carried at fair value, and in
accordance with all applicable Hong Kong Financial Reporting Standards (“HKFRS”).

The principal accounting policies applied by the Company and its subsidiaries (collectively, the “Group”)
in the preparation of these consolidated financial statements are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated.

The preparation of financial statements in conformity with HKFRS 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 4.

THE ADOPTION OF NEW/REVISED HKFRS AND NEW HONG KONG COMPANIES
ORDINANCE (CAP. 622)

The accounting policies and methods of computation used in the preparation of these annual

financial statements are consistent with those used in 2015. There are no new or revised standards or
interpretations that are effective for the first time for this year which are relevant to the Group’s operation
and have a material impact on the Group’s annual financial statements.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Q)

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at historical cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly attributable to the acquisition of the items.

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. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are expensed in the profit and loss account during the
financial period in which they are incurred.

Leasehold land classified as finance lease commences amortisation from the time when the land interest
becomes available for its intended use. Amortisation on leasehold land classified as finance lease and
depreciation of property, plant and equipment is calculated using the straight-line method to allocate cost
to their residual values over their estimated useful lives, as follows:

Leasehold land classified as finance lease Remaining lease term

Hotel and other buildings in Hong Kong Shorter of 50 years or the remaining lease period of the
land on which the buildings are located

Hotel buildings in overseas 25 years
Other equipment 3 to 10 years
No depreciation is provided for buildings under development.
Freehold land is not amortised.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date.

The gain or loss on disposal of an asset is the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in the profit and loss account.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount (note 2(K)).
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2 PRINCIPAL ACCOUNTING POLICIES (Continued)

(K)

L)

IMPAIRMENT OF NON-FINANCIAL ASSETS

Assets that have an indefinite useful life or are not yet available for use are not subject to depreciation

or amortisation and are tested annually for impairment. Assets that are subject to depreciation or
amortisation are reviewed for impairment whenever events or changes in circumstances indicate that

the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal of
the impairment at each reporting date.

INVESTMENT PROPERTIES

Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied
by the companies in the consolidated group, is classified as investment property. Investment property
comprises land and buildings. Land held under operating leases are classified and accounted for as
investment property when the rest of the definition of investment property is met. The operating lease is
accounted for as if it were a finance lease.

Investment properties are measured initially at its cost, including related transaction costs. After initial
recognition, investment properties are carried at fair value and are valued at least annually by independent
valuers. The valuations are on an open market basis, related to individual properties, and separate values
are not attributed to land and buildings. The fair value of investment 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. Investment property that is being redeveloped for continuing use as investment
property continues to be measured at fair value. Changes in fair values are recognised in the profit and loss
account.

Subsequent expenditure is charged to the asset’s carrying amount 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 expensed in the profit and loss account during the
financial period in which they are incurred.

If an investment property becomes owner-occupied, it is reclassified as property, plant and equipment, and
its fair value at the date of reclassification becomes its cost for accounting purposes.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(M)

(N)

()

(P)

PROPERTIES UNDER DEVELOPMENT FOR SALE AND PROPERTY HELD FOR
DEVELOPMENT FOR SALE

Properties under development for sale are included in current assets and comprise leasehold land,
construction costs, interest and other direct costs attributable to such properties and are stated at the
lower of cost and net realisable value.

Property held for development for sale are stated at the lower of cost and net realisable value. Cost
comprises leasehold land, construction costs, interest and other direct expenses capitalised during the
course of development. Net realisable value is determined on the basis of anticipated sales proceeds less
estimated selling expenses.

COMPLETED PROPERTIES HELD FOR SALE

Completed properties held for sale are stated at the lower of cost and net realisable value. Cost comprises
leasehold land, construction costs, interest and other direct expenses capitalised during the course of
development. Net realisable value is determined on the basis of anticipated sales proceeds less estimated
selling expenses.

HOTEL AND RESTAURANT INVENTORIES

Hotel inventories comprise consumables and are stated at the lower of cost and net realisable value. Cost is
calculated on the weighted average basis. Net realisable value is the estimated selling price in the ordinary
course of business, less selling expenses.

TRADE AND OTHER RECEIVABLES

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment of
trade and other receivables is established when there is objective evidence that the Group will not be able
to collect all amounts due according to the original terms of receivables. Significant financial difficulties
of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default

or delinquency in payments are considered indicators that the receivable is impaired. The amount of the
provision is the difference between the asset’s carrying amount and the present value of estimated future
cash flows, discounted at the original effective interest rate. The carrying amount of the assets is reduced
through the use of an allowance account, and the amount of the loss is recognised in the profit and loss
account within “selling and administrative expenses”. When a receivable is uncollectible, it is written off
against the allowance account for receivables. Subsequent recoveries of amounts previously written off
are credited against “selling and administrative expenses” in the profit and loss account. Trade and other
receivables in the balance sheet are stated net of such provision.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(Q) TRADE PAYABLES

(R)

©S)

(M)

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

PROVISIONS

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events, it is more likely than not an outflow of resources will be required to settle the obligation, and the
amount can be reliably estimated. Provisions are not recognised for future operating losses.

BORROWINGS

Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs are
incremental costs that are directly attributable to the initiation of the borrowings, including fees and
commissions paid to agents, advisers, brokers and dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties. Borrowings are subsequently stated at amortised cost with any
difference between the proceeds (net of transaction costs) and the redemption value is recognised in

the profit and loss account or capitalised when applicable (note 2(Z)) over the period of the borrowings
using the effective interest method. Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months after the balance sheet date.

EMPLOYEE BENEFITS

(i)  Employee leave entitlements
Employee entitlements to annual leave and long service leave are recognised when they accrue to
employees. A provision is made for the estimated liability for annual leave and long service leave as
a result of services rendered by employees up to the balance sheet date.

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

(i)  Retirement benefit obligations
The Group contributes to several defined contribution retirement schemes which are available to
employees. The assets of the schemes are held separately from those of the Group in independently
administered funds. The Group has no further payment obligations once the contributions have
been paid. The Group’s contributions to these schemes are expensed as incurred.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(T)

L)

EMPLOYEE BENEFITS (Continued)

(iii)  Share-based compensation
The Group operates a number of equity-settled, share-based compensation plans. The fair value
of the employee services received in exchange for the grant of the options is recognised as an
expense. The total amount to be expensed over the vesting period is determined by reference to
the fair value of the options granted, excluding the impact of any non-market vesting conditions
(for example, profitability and sales growth targets). Non-market vesting conditions are included in
assumptions about the number of options that are expected to vest. At each balance sheet date, the
Group revises its estimates of the number of options that are expected to vest based on the non-
market vesting conditions. It recognises the impact of the revision of original estimates, if any, in
the profit and loss account, with a corresponding adjustment to equity.

When the options are exercised, the Company will issue new shares. The proceeds received net of
any directly attributable transaction costs are credited to share capital (nominal value) and share
premium.

CURRENT AND DEFERRED INCOME TAX

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the Company and its subsidiaries, associated companies
and joint ventures operate and generate taxable income. Management periodically evaluates positions
taken in tax returns with respect to situations in which applicable tax regulation is subject to interpretation
and establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and are expected to apply when the related deferred
income tax asset is realised or the deferred income tax liability is settled. However, the deferred income tax
is not accounted for if it arises from initial recognition of an asset or a liability in a transaction other than
a business combination that at the time of the transaction affects neither accounting nor taxable profit or
loss.
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2 PRINCIPAL ACCOUNTING POLICIES (Continued)

C)

(V)

(W)

(X)

CURRENT AND DEFERRED INCOME TAX (Continued)

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries, joint
ventures and associated companies, except for deferred income tax liability where the timing of the
reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation authority on either the taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.

SHARE CAPITAL

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares
are shown in equity as a deduction, net of tax, from the proceeds.

SEGMENT REPORTING

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources,
assessing performance of the operating segments and making strategies decisions, is identified as the
Board of Directors of the Company.

REVENUE RECOGNITION

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
services in the ordinary course of the Group’s activities. Revenue is recognised as follows:

(i)  Properties
Revenue from sales of properties is recognised upon the later of completion of the properties and
the sale and purchase contracts, where the risks and rewards of the properties are transferred to
the purchasers. Deposits and installments received on properties sold prior to the date of revenue
recognition are included under current liabilities.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
(X) REVENUE RECOGNITION (Continued)

(i)

(iii)

(iv)

Investment properties
Rental income from investment properties is recognised on a straight line basis over the terms of
the respective leases.

Hotel, travel agency and management services businesses
Revenue from hotel and catering operations is recognised upon provision of services.

Revenue from sale of air tickets is recognised as agency commission earned when the tickets are
issued.

Revenue from incentive travel tours is recognised as gross when the service is delivered.

Revenue from hotel reservation arrangement is recognised as agency commission earned when the
confirmation document is issued.

Management service fee income is recognised when services are rendered.

Financial investments
Interest income is recognised on a time proportion basis using the effective interest method.

Dividend income is recognised when the right to receive payment is established.

(Y) FOREIGN CURRENCY TRANSLATION

(i)

(i)

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using

the currency of the primary economic environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented in Hong Kong dollars, which are the
Company'’s functional and the Group’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the profit and loss
account, except when deferred in equity as qualifying cash flow hedges.
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2 PRINCIPAL ACCOUNTING POLICIES (Continued)
(Y) FOREIGN CURRENCY TRANSLATION (Continued)

(i)

(iii)

Transactions and balances (Continued)

Changes in the fair value of monetary securities denominated in foreign currency classified as
available for sale are analysed between translation differences resulting from changes in the
amortised cost of the securities and other changes in the carrying amount of the securities.
Translation differences related to changes in the amortised cost are recognised in the profit and
loss account, and other changes in the carrying amount are recognised in other comprehensive
income.

Translation differences on non-monetary financial assets and liabilities such as equities held at fair
value through profit or loss are recognised in the profit and loss account as part of the fair value
gain or loss. Translation differences on non-monetary financial assets such as equities classified as
available-for-sale are included in other comprehensive income.

Group companies

The results and financial position of all the group entities (none of which has the currency of
a hyperinflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

(@ assets and liabilities for each balance sheet presented are translated at the closing rate at
the date of that balance sheet;

(b) income and expenses for each profit and loss account are translated at average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of the
rates prevailing on the transaction dates, in which case income and expenses are translated
at the dates of the transactions); and

(c) all resulting currency translation differences are recognised in other comprehensive income.

On consolidation, currency translation differences arising from the translation of the net investment
in foreign operations, are taken to other comprehensive income. When a foreign operation is sold,
all of the differences accumulated in equity are reclassified to profit and loss account as part of the
gain or loss on disposal.

Fair value adjustments arising on the acquisition of a foreign entity are treated as assets and

liabilities of the foreign entity and translated at the closing rate. Currency translation differences
arising are recognised in other comprehensive income.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(2)

(AA)

(AB)

(AC)

(AD)

BORROWING COSTS

Borrowing costs incurred on properties under development that necessarily take a substantial period of
time to get ready for their intended use or sale are capitalised as part of the cost of the properties under
development. Capitalisation of borrowing costs is suspended during the extended periods in which the
Group suspends active development of properties under development.

All other borrowing costs are recognised in the profit and loss account in the period in which they are
incurred.

OPERATING LEASES

Leases in which a significant portion of the risks and rewards of ownership and retained by the lessors are
classified as operating leases. Payments made under operating leases (net of any incentives received from
the lessors), are charged in the profit and loss account on a straight-line basis over the period of the lease.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short term highly
liquid investments with original maturities of three months or less and bank overdrafts.

RELATED PARTIES

Related parties are individuals and companies, including subsidiaries, fellow subsidiaries, joint ventures
and associated companies and key management (including close members of their families), where the
individual, company or group has the ability, directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial and operating decisions.

DIVIDEND DISTRIBUTION

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s and the
Company’s financial statements in the period in which the dividends are approved by the Company’s
shareholders or directors where appropriate.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(AE)

(AF)

(AG)

SCRIP DIVIDEND

Where the Company pays its dividends in the form of shares or gives the shareholders the options to
receive a dividend in either cash or ordinary shares (referred to as scrip dividend), the shares issued are
recognised at fair value.

FINANCIAL GUARANTEE (INSURANCE CONTRACTS)

The Company assesses at each balance sheet date the liabilities under its financial guarantee contracts
using current estimates of future cash flows. Changes in carrying amount of these liabilities are recognised
in the profit and loss account.

The Company accounts for its financial guarantee contracts in respect of guarantees provided to its
subsidiaries and joint ventures in accordance with HKFRS 4, “Insurance Contracts”.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value. The Group designates certain derivatives as hedges of a
particular risk associated with a recognised asset or liability or a highly probable forecast transaction (cash
flow hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments
and hedged items, as well as its risk management objectives and strategy for undertaking various hedging
transactions. The Group also documents its assessment, both at hedge inception and on an ongoing basis,
of whether the derivatives that are used in hedging transactions are highly effective in offsetting changes
in cash flows of hedged items.

The effective portion of changes in the fair value of derivatives that are designated and qualified as cash
flow hedges is recognised in other comprehensive income. The gain or loss relating to the ineffective
portion is recognised immediately in the profit and loss account within “net finance costs”.

Amounts accumulated in equity are reclassified to profit or loss in the period when the hedged item affects
profit or loss.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised
when the forecast transaction is ultimately recognised in the profit and loss account. When a forecast
transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is
immediately transferred to the profit and loss account.
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FINANCIAL RISK MANAGEMENT

(1)

FINANCIAL RISK FACTORS

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange

risk, price risk and cash flow interest rate risk), credit risk and liquidity risk. The Group’s overall risk
management seeks to minimise potential adverse effects on the Group’s financial performance. The Group
uses derivative financial instruments to hedge certain risk exposures.

(@) Market risk

()

Foreign exchange risk

The Group’s operations are mainly in Hong Kong. Entities within the Group are exposed
to foreign exchange risk from future commercial transactions and monetary assets and
liabilities that are denominated in a currency that is not the entity’s functional currency.

The Group has certain investments in foreign operations including Canada, Macau and
Mainland China, whose net assets are exposed to foreign currency translation risk. Currency
exposure arising from the net assets of the Group’s foreign operations is managed primarily
through borrowings denominated in the relevant foreign currencies.

The Group currently does not have a foreign currency hedging policy. It manages its foreign
currency risk by closely monitoring the movement of the foreign currency rates. The Group
entered into cross currencies swap contracts to reduce the foreign currency exposure of its
Renminbi denominated medium term notes.

Currency risks as defined by HKFRS 7 arise on account of monetary assets and liabilities
being denominated in a currency that is not the functional currency, differences resulting
from the translation of financial statements into the Group’s presentation currency are not
taken into consideration.

The Group is also exposed to foreign currency risk with respect to financial assets at fair
value through profit or loss, derivative financial instruments, bank balances and borrowings
which are denominated in United States dollar, Sterling pound, Euro, Renminbi and Japanese
Yen.

At 31st March 2016, the Group’s entities with functional currency of Hong Kong dollar had
United States dollar net monetary assets of HK$5,473,422,000 (2015: HK$4,554,389,000).
Under the Linked Exchange Rate System in Hong Kong, Hong Kong dollar is pegged to United
States dollar, management considers that there is no significant foreign exchange risk with
respect to United States dollar.
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(I)  FINANCIAL RISK FACTORS (Continued)

(@) Market risk (Continued)
) Foreign exchange risk (Continued)
If the foreign currency had strengthened/weakened by 5%, with all other variables held
constant, the Group’s post tax profit would have the following changes:

2016 2015
Increase/(decrease) Increase/(decrease)
Net inresult attributable to Net in result attributable to
monetary the shareholders of the monetary the shareholders of the
assets/ Company if exchange assets/ Company if exchange
(liabilities) rate changes by (liabilities) rate changes by
amount +5% -5% amount +5% -5%

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

Sterling 415,536 18,710 (18,710) 595,741 26,508 (26,508)
Euro 80,619 2,837 (2837)  (255123) (9,190) 9,190
Renminbi 491,387 24,459 (24,459) 651,787 28971 (28971)
Japanese Yen (43,869) (1,286) 1,286 (43,870) (1,286) 1,286

(i) Price risk
The Group is exposed to equity and debt securities price risk from the Group’s available-for-
sale investments, financial assets at fair value through profit or loss and derivative financial
instruments. The performance of the Group’s investments are closely monitored, together
with an assessment of their relevance to the Group’s long term strategic plans.

The Group’s listed investments in equity and debt securities of other entities (classified

as “available-for-sale investments” and “financial assets at fair value through profit or
loss”) are traded in the Hong Kong Stock Exchange, London Stock Exchange, New York
Stock Exchange, Singapore Stock Exchange and Luxembourg Stock Exchange. The price of
the Group’s unlisted investments are quoted from brokers. Gains and losses arising from
changes in fair value of available-for-sale investments and financial assets at fair value
through profit or loss are dealt with in other comprehensive income and the profit and loss
account respectively.
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FINANCIAL RISK MANAGEMENT (Continued)

()  FINANCIAL RISK FACTORS (Continued)
(@) Market risk (Continued)
() Price risk (Continued)
For every 10% increase/decrease in the prices of financial instruments or underlying assets,
with all other variables held constant, the Group’s post tax profit would have the following
changes:

2016 2015

Increase/(decrease) Increase/(decrease) Increase/(decrease) Increase/(decrease)

in result attributable in available-for-sale in result attributable in available-for-sale

to shareholders of  investment reserve  to shareholders of  investment reserve
the Company of the Company the Company of the Company

if price changes by i price changes by if price changes by if price changes by

+10% -10% +10% -10% +10% -10% +10% -10%

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

Financial assets at

fair value through

profit or loss 631,537 (631,537) - - 526,708 (526,708) - -
Available-for-sale

investments - - 12815 (12,815) - - 15937 (15937)

(i) Cash flow interest rate risk
Other than bank balances and deposits, financial investments with fixed coupons, mortgage
loans receivable, loans receivable and advances to a joint ventures (collectively “Interest
Bearing Assets”), the Group has no other significant interest bearing assets. The Group’s
interest rate risk also arises from borrowings (“Interest Bearing Liabilities”).

Interest Bearing Assets are mostly at fixed rates. Interest Bearing Liabilities are primarily
issued at variable rates which therefore expose the Group to cash flow interest rate risk. The
Group manages this risk by limited use of floating-to-fixed interest rate swaps.

At 31st March 2016, with all other variables held constant, if the interest rate had increased/
decreased by 10 basis point, the Group’s post tax profit attributable to shareholders of the
Company would have been HK$4,795,000 (2015: HK$3,734,000) lower/higher.
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3 FINANCIAL RISK MANAGEMENT (Continued)
()  FINANCIAL RISK FACTORS (Continued)

(b)

(©)

Credit risk

The credit risk of the Group mainly arises from bank balances and cash (note 23), financial assets
at fair value through profit or loss (note 22), derivative financial instruments (note 27), as well as
credit exposures to mortgage loans receivable and trade and other receivables.

Sales of properties are made to customers with appropriate mortgage arrangements. Other sales
are either made in cash, via major credit cards or to customers with appropriate credit history.

The Group has limited its credit exposure by restricting their selection of financial institutions. Trade
and other receivable, mortgage loans receivable and debt securities are assessed based on the
credit quality of the debtors, taking into account their financial position, past experience and other
factors. Individual risk limits are set by management and the utilisation of credit limits is regularly
monitored.

Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its current obligations when they fall
due. The Group closely monitors its liquidity through maintaining sufficient cash and marketable
securities, the availability of funding through an adequate amount of credit facilities and
compliance of financial covenants of borrowings. The Group maintains flexibility in funding by
keeping credit lines available and maintaining a reasonable level of marketable securities to meet
any unexpected and material cash requirements in the course of ordinary business and to provide
contingency liquidity support. At 31st March 2016, the unutilised credit facilities available to the
Group amounted to HK$5,704,000,000.

The relevant maturity groupings on the contractual undiscounted cash flows based on the
remaining period at the balance sheet date to the contractual maturity date of the Group’s and the
Company’s financial liabilities are analysed in the financial statements.

The tables below analyse the Group’s financial liabilities that will be settled into relevant maturity
groupings based on the remaining period at the balance sheet date to the contractual maturity
date. The amounts disclosed in the table are the contractual face value without applying discounted
cash flow model based on the earliest date on which the Group is required to pay.
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Cost

At 31st March 2014

Currency translation differences
Additions

Disposals

At 31st March 2015

Accumulated depreciation

At 31st March 2014

Currency translation differences
Charge for the year

Disposals

At 31st March 2015

Net book value
At 31st March 2015

Cost

At 31st March 2015

Currency translation differences
Additions

Transferred from investment
properties (note 14)

Disposals

At 31st March 2016

Accumulated depreciation

At 31st March 2015

Currency translation differences
Charge for the year

Disposals

At 31st March 2016

Net hook value
At 31st March 2016

2,652,887

6,061

2,658,948

438,568

271

465,679

2,193,269

62387 2658948
(1,364) -
. 2,685

109452

465,679

27435

1,528,583
(56,162)
91,615
(221)

1,563,815

790,793
(42409)
50,338
(212)

798,510

765,305

1,563,815
(8457)
154,597

(4,755)

798510
(6.202)
46,654
@177)

60,345

17,558

77903
12,801

13,132

116,500
2
3,081

119,583

119,583
(97)
6,387

(7776)

32915

(53)
11,811
(1768)

4429928
(65,386)
118,315

(221)

4,482,636

1,250,684
(42,408)
89676
(212)

1,306,740

3,175,896

4482636
(9918)
176470

122,584
(12531)

1,306,740
(6,255)
87119
(9945)
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15 PROPERTY, PLANT AND EQUIPMENT (Continued)

102

Notes:

@)

©)

Total carrying values of hotel properties comprise the following:

2016 2015
HK$’000 HK$'000

Hotel properties
Hotel buildings 868,415 765,305
Hotel freehold land 61,023 62,387
Hotel leasehold land 2,081,666 2,105,310
3,011,104 2,933,002

Supplementary information with hotel properties in operation at valuation:

The aggregate open market value, on a highest and best use basis, of the four hotel properties in Hong Kong and Canada
based on valuations conducted by Vigers Appraisal & Consulting Limited (“Vigers”) and Burgess Cawlay Sullivan & Associates
Ltd (“BCS™) (2015: Vigers and CBRE Limited (“CBRE”)) respectively, independent professional valuers, amounted to
HK$9,658,292,000 (2015: HK$9,798,616,000), is regarded as level 3 hierarchy for disclosure purpose under HKFRS 13.

The hotel properties portfolio in Hong Kong comprised 3 hotels. Vigers used the discounted cash flow (“DCF”) method, which is
considered the most appropriate valuation approach for assessing the market value of the properties as it would better reflect
specific characteristics of the income-producing properties such as occupancies, average room rates, potential income growth
and all out-goings, subject to future economic conditions in the markets. The direct comparison method was also used as a
check on the valuation arrived at from the DCF method. For the hotel property in Canada, BCS (2015: CBRE) used the direct
comparison method for assessing the market value of the property taking into account of its re-development potential. This
approach directly uses market comparable transactions to determine the market value. Appropriate adjustments are applied to
the comparable transactions to adjust for the discrepancies between the property and the comparables.

The supplementary information with hotel properties at valuation is for readers’ information only. It does not constitute a
disclosure requirement under HKAS 16 and HKAS 17.

As at 31st March 2016, the aggregate net book value of property, plant and equipment pledged as security for loans amounted
to HK$3,229,333,000 (2015: HK$3,018,171,000).

As at 31st March 2016, the cost of hotel properties under development amounted to HK$870,106,000 (2015: HK$728,640,000).
The addition during the year amounted to HK$141,466,000 (2015: HK$86,705,000).
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PROPERTY HELD FOR DEVELOPMENT FOR SALE

The amount represents a 100% interest, acquired by the Group in 2010, in a piece of land (the “Land”) situated in
Seac Pai Van, Coloane, Macau. The land concession was granted for a term of 25 years from 7th December 1990
for industrial use. It is renewable, under certain conditions including the completion of development before the
concession expiry date, for further terms until 19th December 2049. In 1993, the Macau government notified the
concessionaire their decision and the concessionaire has accepted to change the district to residential use. Since
then, despite repeated request, the Macau government has not issued the new master zoning plan of the district
and so the Land has not been developed. During this period, the Group has engaged professional architects and
liaised with the Lands, Public Works and Transport Bureau of the Macau government in various occasions to
prepare the development plans.

In October 2015, the Group submitted to the Macau government a request for extension or renewal of the

land concession, no reply was received from the Macau government. The land concession period ended on 7th
December 2015. Up to date, no declaration of the lease expiry has been published in the Official Gazette of Macau
or notified to the registered owner, a wholly owned subsidiary of the Group. As such, the subsidiary remains the
registered owner of the Land as at 31st March 2016.

The Group has sought advice from two legal experts. They considered that the Group has strong grounds to
challenge the legitimacy if Macau government reclaims the land without compensation. They also advise that

the Group would have a reasonable likelihood of success in recovering damages and loss of profits should that
arises. The Land is included by Macau government in a published list in which non-development of those land is
not attributable to the concessionaires. The Directors and the Group understand that Macau government is finding
an administrative or legal solution through existing Macau land law or to amend the law with the purpose of re-
granting or extending these land concession.

Considering the above, the Directors are of the opinion that no provision is required for this property as at 31st
March 2016.

At 31st March 2016, properties amounting to HK$798,743,000 (2015: HK$797,485,000) were pledged to banks to
secure certain banking facilities of the Group.
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Joint ventures 1,282,215
Associated companies 1,578,590

Share of net assets 661,934
Advance to joint ventures 765,119
Provision on advances to joint ventures (144,838)

1,282,215
Amount due to joint ventures included in current liabilities (71,767)
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Loss before income tax
Income tax expense

Loss for the year
Other comprehensive (charge)/income 310

Total comprehensive charge for the year (10,834)

Share of net assets (note (a)) 1,577,410
Advance to associated companies 422,007
Provision for advances to associated companies (420,827)

1,578,590
Amount due to an associated company included in current liabilities (224,400)
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(Loss)/profit before income tax (note (b)) 130,207
Income tax expenses (2,741)

(Loss)/profit and total comprehensive (charge)/income for the year 127466

106




Direct comparison

Retail - Ground floor Direct comparison

Retail - Others Direct comparison

Loan to a joint venture partner
Mortgage loans receivable
Less: current portion included in current assets

Adjusted market price
(HK$/square feet)

Adjusted market price
(HK$/square feet)

Adjusted market price
(HK$/square feet)

9,300-14,300

371,500-502,300

23,000-69,600
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Equity securities
- Listed in Hong Kong
- Unlisted

Properties under development for sale
Leasehold land
Development costs

Completed properties held for sale
Leasehold land
Development costs

190,757
25402

216,159

799,282
191,504

990,786




Trade receivables
Fully performing
Past due but not impaired

53,789
Accrued interest and dividend receivable 140,370
Loan receivables 55,011
Prepayments 8,137
Deposit for setting up a joint venture 50,000
Utility and other deposits 18,446
Other receivables 25425

351,178

0 months to 6 months
7 months to 12 months
More than 12 months
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0 month to 6 months
7 months to 12 months
More than 12 months

Hong Kong dollar 207,591
United States dollar 117,775
Renminbi 17,338
Canadian dollar 7,268
Others 1,206

351,178
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Equity securities
- Listed in Europe 591,946
- Listed in the USA 644,197
- Listed in Hong Kong 69,726

1,305,869

Debt securities
- Listed in Singapore 3,304,877
- Listed in Hong Kong 743,700
- Listed in Europe 203,524

4,252,101

Unlisted fund

Total amount included in current assets 5,566,465

Equity securities included in non-current assets
- Listed in Hong Kong 296,187
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United States dollar 4,121,379
Sterling 591946
Hong Kong dollar 365,914

Renminbi 579,889
Euro 203,524

5,862,652



Cash at bank and in hand 238,374
Short term bank deposits 827,648

Cash and cash equivalents 1,066,022
Restricted bank balances 5,515

Hong Kong dollar 755,072
United States dollar 168,602
Renminbi 134,724
Canadian dollar 6,492
Sterling 3,795
Others 2,855
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Trade payables

Accrual and other payables

Rental and management fee deposits
Medium term notes interest payable

151,672

0 day to 60 days
61 days to 120 days
More than 120 days
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Current liabilities
Short term bank loans, secured 506,442
Current portion of long term bank loans 506,716
Portion of long term bank loans containing a repayment on

demand clause 24,455

1,037,613

Non-current liabilities

Long term bank loans
Secured 4,095,541
Unsecured 692,125

4,787,666

_ 5,825,279

Repayable within one year 506,716
Repayable between one and two years 1,424,904
Repayable between two to five years 2,472,237
Repayable after five years 914,980

5,318,837
Current portion included in current liabilities (506,716)
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Hong Kong dollar 4,820,249
United States dollar 465,240
Euro 462,537
Japanese Yen 43906
Canadian dollar 33,347

5,825,279

Listed in Hong Kong
RMB500 million at coupon of 6.5% per annum due April 2018 (note (a)) 624,454
Unlisted
HKD100 million at coupon of 4.8% per annum due July 2019 100,000
HKD250 million at coupon of 3% above HIBOR per annum due April 2020 -

724,454
Less: deferred issue expenses (14,434)

711,020
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Liability
Cross currencies swap contracts (cash flow hedges)

Deferred income tax assets 20,399
Deferred income tax liabilities (89,428)
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28 DEFERRED INCOME TAX (Continued)

The movement in deferred income tax assets and liabilities during the year, without taking into consideration the
offsetting of balances within the same tax jurisdiction is as follows:

DEFERRED INCOME TAX ASSETS

Difference in
Tax loss cost base of properties Total
2016 2015 2016 2015 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At the beginning of the year 24,409 2,038 56,066 56,066 80,475 58,104
Recognised in the profit and loss account 8,162 22,311 - - 8,162 22,311
At the end of the year 32,571 24,409 56,066 56,066 88,637 80475
DEFERRED INCOME TAX LIABILITIES
Accelerated tax
depreciation Fair value adjustments Total
2016 2015 2016 2015 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At the beginning of the year (77,694) (64,211) (71,810) (62,253) (149,504) (126,464)
Recognised in the profit and loss account (3,307) (13.483) (11,233) (9,557) (14,540) (23,040
At the end of the year (81,001) (77,694) (83,043) (71,810) (164,044) (149,504)

Deferred income tax assets are recognised for tax loss carried forward to the extent that realisation of the related
tax benefit through future taxable profits is probable. The Group did not recognise deferred income tax assets

of HK$61 million (2015: HK$71 million) in respect of losses amounting to HK$360 million (2015: HK$426 million)
that can be carried forward against future taxable income. Except for tax losses of HK$357 million (2015: HK$422
million) which have no expiry date, the balance will expire at various dates up to and including 2029 (2015: 2029).
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Authorised:
At 31st March 2016 and 2015 400,000,000,000 4,000,000

Issued and fully paid:
At the beginning of the year 1,254,821,525
Scrip dividend (note 1 and 2) 16,413,692 164

At the end of the year 1,271,235,217 -
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Group
At 31st March 2014
Net fair value loss on available-
available-for-sale investments
Cash flow hedges:
- fair value loss
- transfer to finance costs
(note 10)
Currency translation differences
Profit for the year
2014 final dividend
Increase in shareholding in
an subsidiary
Share option expense

At 31st March 2015

Representing:
2015 final dividend proposed
Others

At 31st March 2015

At 31st March 2015
Net fair value loss on available-
available-for-sale investments
Cash flow hedges:
- fair value loss
- transfer to finance costs
(note 10)
Currency translation differences
Prafit for the year
2015 final dividend
Share option expense

Representing:
2016 final dividend proposed
Others

At 31st March 2016

2,067,581 16,644

33976

2,101,557 16,756

2,101,557
2,101,557 16,756

2,101,557 16,756

2,141,196 44,190 2,893

66,407

(21031)

45,376

45,376

45,376

(359%)

9440

2,182,836

2,182,836

2,182,836
2,182,836

2,182,836

2,182,836

(50537)

(468)

(37164)

(37,16;)
(37164)

(37164)

(20,525)

75,824

61,450

61,450

61450

11,131

8,970,938

97016
(50,193)

2,597

9,890,358

50,849
9,839,509

9,890,358

9,890,358

721,333
(50,849)

45470

10,515,312

14,038 261
(21031)
(50537)

(468)
(14374)
967016
(16.217)

2597
112

14.905,359

50,849
14,854,510

14,905,359

14,905,359
(35.936)
(8,005)

24646
(50319)
72133
(11,210)

5197

45470
15,505,535




Contracted but not provided for
Investment properties
Property, plant and equipment
Joint ventures

In respect of land and buildings:
Within one year
In the second to fifth year inclusive

In respect of land and buildings:
Within one year
In the second to fifth year inclusive

1,697
276,327
349,694

627,718

148,899
157,575
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Guarantees for the banking and loan facilities of joint ventures 616,956

Profit before income tax 1,023,806
Share of profits less losses of

Joint ventures 11,144

Associated companies (127,466)
Depreciation 89,676
Net investment (gain)/loss 594,865
Fair value gain on investment properties (865,943)
Employee share option expense 112
Gain on disposal of investment properties (480)
Loss on disposal of property, plant and equipment 10
Net foreign exchange loss/(gain) on borrowings (38,552)
Interest income (10,122)
Interest expense 112,619

Operating profit before working capital changes 789,669
(Increase)/decrease in mortgage loans receivable 225
Increase in properties under development for sale

(excluding interest expense capitalised) (18,001)
(Increase)/decrease in hotel and restaurant inventories 279
Decrease/(increase) in trade and other receivables (65,563)
Increase in financial assets at fair value through profit or loss (984,909)
Decrease in restricted bank balances 3,443
Increase in trade and other payables 8,823

Net cash generated from/(used in) operations (266,034)
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35 RELATED PARTY TRANSACTIONS

The major shareholder of the Group is Asia Orient Holdings Limited (“Asia Orient”), a company incorporated in
Bermuda and listed in Hong Kong. Asia Orient directly own 51.2% of the Company’s shares, the remaining 48.8%
shares are widely held.

In addition to the related party information shown elsewhere in the financial statements, the following
transactions were carried out with related parties:

(A) SALES AND PURCHASE OF GOODS AND SERVICES

2016 2015
HK$’000 HK$'000

Income from/(expense to) subsidiaries of Asia Orient
Rental income (note (a)) 1,074 962
Building management fee expense (note (b)) (2,454) (1,646)
Cleaning expense (note (c)) (4,421) (1,112

Income from joint ventures

Interest income (note 17) 11,868 11,039

Notes:

@) Rental income is subject to terms agreed by the parties involved, which are at a fixed monthly fee.

(b) Building management fee expense is charged for building management services rendered at a
mutually agreed fee.

(c) Cleaning expense is subject to terms agreed by the parties involved, which are at a fixed monthly
fee.

(d) The balances with joint ventures are disclosed in note 17.
(e) No significant transactions have been entered with the Directors of the Company (being the key

management personnel) during the year other than the emoluments paid to them as disclosed in
note 9.
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Fee
Salaries and other short-term employee benefits

Employer’s contribution to retirement benefits scheme
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Non-current assets
Subsidiaries (note a) 1,229,076
Advance to a subsidiary 751,740

1,980,816

Current assets
Amounts due from subsidiaries 5,279,877
Trade and other receivables 152
Income tax recoverable 24
Bank balances and cash 505

5,280,558

Current liabilities
Trade and other payables

Net current assets

Non-current liabilities
Medium term notes

6,515,799

Equity
Share capital 12,712
Reserves (note b) 6,503,087




At 31st March 2014
Profit for the year
2014 final dividend
Share option expense

At 31st March 2015

At 31st March 2015
Profit for the year
2015 final dividend
Share option expense

2,066,430

33976

2,100,406

39,639

44,190 2,796,995 1,345,548
266,023
(50,193)

2,796,995 1,561,378

2,796,995 1,561,378
162,282
(50,849)

6,253,169
266,023
(16,217)
12

6,503,087

6,503,087
162,282
(11,210)
2733

At 31st March 2016
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37 PRINCIPAL SUBSIDIARIES, JOINT VENTURES AND ASSOCIATED

COMPANIES

Listed below are the principal subsidiaries, joint ventures and associated companies which, in the opinion of the
Directors, principally affect the results and/or net assets of the Group.

SUBSIDIARIES

(Unless indicated otherwise, they are indirectly wholly-owned by the Group and have their principal place of

operations in Hong Kong.)

Name

Principal activity

Issued and fully paid
share capital

Incorporated in Hong Kong

Asia Standard (Beijing) Company Limited
Asia Standard Development (Holdings) Limited

Asia Standard Development
(Real Estate Agencies) Limited

Asia Standard Finance Company Limited
Asia Standard International Limited *

Asia Standard Management Services Limited
Asia Standard Project Management

Company Limited
Cheer Selection Limited
Get Rich Enterprises Limited
Glory Ocean Limited
Hoi Chak Properties Limited

JBC Travel Company Limited (70.2% owned)

Juno Cliff Limited

Mark Honour Limited (99.9% owned)
Master Asia Enterprises Limited (70.2% owned)
Pacific Crown Enterprises Limited

(70.2% owned)

Perfect Wave Limited (70.2% owned)
Stone Pole Limited (70.2% owned)
Sure Luck Development Limited (70.2% owned)

Tilpifa Company Limited

Union Rich Resources Limited

Vinstar Development Limited (70.2% owned)

Winfast Engineering Limited

Investment holding
Investment holding

Real estate agency
services

Financing services

Investment holding

Management services

Project management

Securities investment
Property development
Property development
Property investment

Travel agency
Property development
Property development
Hotel holding

Hotel investment

Catering operation
Hotel holding

Hotel investment
Property investment

Property development
Hotel holding
Construction

HK$2

HK$10 and non-voting
deferred share capital of
HK$426,303,279

HK$2

HK$1,000,000
HK$1,216,067,627
HK$2

HK$2

HK$2

HK$2

HK$2

HK$10 and non-voting deferred
share capital of HK$2
HK$2,500,000

HK$2

HK$100,000

HK$10,000

HKS1

HK$2

HK$10

HK$!1

HK$10 and non-voting deferred
share capital of HK$10,000
HK$2

HK$2

HK$2
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37 PRINCIPAL SUBSIDIARIES, JOINT VENTURES AND ASSOCIATED

128

COMPANIES (Continued)
SUBSIDIARIES (Continued)

Name

Principal activity

Issued and fully paid
share capital

Incorporated in Bermuda
Asia Standard Hotel Group Limited
(70.2% owned)

Incorporated in the British Virgin Islands
Enrich Enterprises Limited (70.2% owned) ?
Global Gateway Corp. (70.2% owned) ?
Glory Ventures Enterprises Inc.
(70.2% owned) ?
Greatime Limited (70.2% owned)
Onrich Enterprise Limited (70.2% owned)
Techfull Properties Corp.
Topshine Investment Holdings Limited
(70.2% owned)

Incorporated and operates in Macau

B AmERER AR

Incorporated and operates in Canada
ASNA Alberni Holdings Limited (70.2% owned)

L Direct subsidiary of the Company
2 Operates in Canada

Investment holding

Hotel holding
Hotel operation
Hotel holding

Securities investment
Securities investment

Securities investment
Securities investment

Property development

Investment holding

HK$31,407,737

Uss$1
USs$t
US$1

Uss$1
Uss$t

US$1
US$1

MOP3,000,000

CAD100
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37 PRINCIPAL SUBSIDIARIES, JOINT VENTURES AND ASSOCIATED
COMPANIES (Continued)

ASSOCIATED COMPANIES

(Unless indicated otherwise, they are all incorporated and operates in Hong Kong.)

Issued and fully paid Group equity

Name Principal activity share capital interest
Perfect Pearl Company Limited Property investment HK$1,000 and non-voting 33%
deferred share capital of
HK$10,000

JOINT VENTURES

(Unless indicated otherwise, they are all incorporated and operates in Hong Kong.)

Issued and fully paid
share capital/ Group equity

Name Principal activity paid-up capital interest
Imperial Time Limited Property development HK$1 20%
Best Prosper Investment Limited Property development HK$1 40%

Incorporated and operates in the PRC

ItREEEMEREZEBRAA Property development RMB569,750,000 50%
T EEMEHEZREBRAA Property development US$120,000,000 50%

Incorporated in the British Virgin

Islands
Gallop Worldwide Limited Investment holding US$2 50%
Chater Capital Limited Investment holding Us$4 50%

Incorporated and operates in Canada

1488 Alberni Holdings Limited General partner CAD100 28.1%

1488 Alberni Development Holdings ~ Property development CAD18,500,000 28.1%
Limited Partnership

1488 Alberni Investment Limited Property development CAD973,683 28.1%

Partnership

38 ULTIMATE HOLDING COMPANY

The ultimate holding company is Asia Orient, a company incorporated in Bermuda and listed in Hong Kong.
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Revenue 699,633
Cost of sales (226,475)

Gross profit 473,158
Selling and administrative expenses (132,990)
Depreciation (87,428)
Net investment gain/(loss) (104,763)

Operating profit 147977
Finance costs (10,241)
Share of losses of joint ventures -

Profit before income tax 137,736
Income tax expense (17,675)

Profit for the year attributable to shareholders 120,061
Profit for the year allocated to non-controlling interests 36,023
Dividend paid to non-controlling interests 4,109

Total comprehensive income for the year 65,052
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Non-current assets
Property, plant and equipment
Joint venture
Available-for-sale investments
Deferred income tax assets

Current assets
Inventories
Trade and other receivables
Income tax recoverable
Financial assets at fair value through profit or loss
Bank balances and cash

Current liabilities
Trade and other payables
Borrowings
Income tax payable

Net current assets

Non-current liabilities
Long term borrowings
Deferred income tax liabilities

Equity
Share capital
Reserves

3,064,217

190,757
5,213

3,260,187
1,290
127,015
1,457

1,586,394
182,388

1,898,544

336,508

1,562,036

1,510,968
46,521

1,557,489

3,264,734

31,408
3,233,326

3,264,734
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Net cash generated before working capital changes 335,036
Change in working capital (145,223)

Net cash generated from operating activities 189,813
Net cash used in investing activities (85,849)
Net cash generated from/(used in) financing activities (36,593)

Net increase in cash and cash equivalents 67,371
Cash and cash equivalents at the beginning of the year 113,015
Changes in exchange rates 2,002

Cash and cash equivalents at the end of the year 182,388

132




