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NORWEST INDUSTRIES LIMITED

REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements for the year ended 31 March 2016.

Principal activities

The principal activity of the Company has not changed during the year and was the trading of garments.
Details of the principal activities of the Company’s subsidiaries are set out in note 1 to the financial
statements. There were no significant changes in the nature of the Group’s principal activities during the
year.

Results and dividends
The Group’s profit for the year ended 31 March 2016 and the Group’s financial position at that date are set
out in the financial statements on pages 5 to 75.

A final 2015 dividend of US$0.3 per ordinary share and an interim 2016 dividend of US$0.3 per ordinary
share were paid on 27 August 2015 and 3 March 2016, respectively.

Directors
The directors of the Company during the year were:

Pallak Seth
Deepak Kumar Seth
Omprakash Makam Suryanarayan Setty

The persons who were directors of the subsidiaries of the Company during the year (not including those
directors listed above) were:

Payel Seth

Liang Kan Ke (resigned on | January 2016)
Faiza Habeeb Seth

Rajnish Kapoor

Spagnolo Patrick

Esra Tasoren

Iftekhar Ullah Khan

Mabhesh Seth

Luo Jichua

Albert Farre Moll

In accordance with the Company’s articles of association, all directors will retire by rotation and, being
eligible, will offer themselves for re-election at the forthcoming annual general meeting.

Directors’ interests

At no time during the year was the Company or any of its subsidiaries, holding companies or fellow
subsidiaries a party to any arrangement to enable the Company’s directors to acquire benefits by means of
the acquisition of shares in or debentures of the Company or any other body corporate.

Directors’ interests in transactions, arrangements or contracts

No director had a material interest, either directly or indirectly, in any transactions, arrangements or
contracts of significance to the business of the Group to which the Company or any of its subsidiaries,
holding companies or fellow subsidiaries was a party during the year.




NORWEST INDUSTRIES LIMITED
REPORT OF THE DIRECTORS (continued)

Auditors
Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed

at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Omprakash Makam Suryanarayan Setty
Chairman

Hong Kong
26 May 2016
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Independent auditors’ report
To the members of Norwest Industries Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Norwest Industries Limited (the “Company”) and
its subsidiaries set out on pages 5 to 75, which comprise the consolidated statement of financial position as
at 31 March 2016, and the consolidated statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Directors’ 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 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.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
Our report is made solely to you, as a body, in accordance with section 405 of the Hong Kong Companies
Ordinance, 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.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the
entity’s preparation 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.
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Independent auditors’ report (continued)
To the members of Norwest Industries Limited
(Incorporated in Hong Kong with limited liability)

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the
Company and its subsidiaries as at 31 March 2016, and of their financial performance and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards and have been properly
prepared in compliance with the Hong Kong Companies Ordinance.

Certified Public Accountants
Hong Kong
26 May 2016



NORWEST INDUSTRIES LIMITED
CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 March 2016

REVENUE

Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses

Other operating expenses
Finance costs

Share of loss of a joint venture

PROFIT BEFORE TAX

Income tax credit/(expense)

PROFIT FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

Notes

4

2016
HK$

3,041,436,302

( 2,686,000,579)

2015
HK$

3,184,573,403

( 2,794,212,627)

355,435,723 390,360,776
107,768,471 65,984,789

( 91,136,644) (  99.493,815)
( 296,693,071) ( 296,065,607)
( 17,454,958) (  15399,725)
( 12,887,640) (  15,099,152)
( 3,545,904) ( 38,900)
41,485,977 30,248,366
877,475 (  5,308.860)
42,363,452 24,939,506
32,282,928 22,394,711
10,080,524 2,544,795
42,363,452 24,939,506




NORWEST INDUSTRIES LIMITED
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 March 2016
Notes

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME/(LOSS)

Other comprehensive income/(loss) to be reclassified to
profit or loss in subsequent periods:
Available-for-sale investments:
Changes in fair value of available-for-sale
investments, net of tax ‘
Reclassification adjustments for gains on disposal included
in the consolidated statement of profit or loss 5

Cash flow hedges:
Effective portion of changes in fair value of hedging
instruments arising during the year 23
Reclassification adjustments for losses/(gains) included in
the consolidated statement of profit or loss 23
Income tax effect 23

Exchange differences on translation of foreign operations

OTHER COMPREHENSIVE INCOME/(LOSS) FOR
THE YEAR, NET OF TAX

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

2016 2015
HKS HKS
42,363,452 24,939,506
109,332 189,683

( 126934)  ( 66,752)
(  17,602) 122,931
( 1,879,102) 8,927,380
(10,923,308) 2,113,895
2,112,398 ( 1,821,811)
( 10,690,012) 9,219,464
( 1,837,824) 91,789
( 12,545,438) 9,434,184
29,818,014 34,373,690
19,747,176 31,796,985
10,070,838 2,576,705
29,818,014 34,373,690




NORWEST INDUSTRIES LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 March 2016

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties
Held-to-maturity financial assets
Interest in a joint venture
Goodwill

Intangible assets

Deposits

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and bills receivables

Prepayments, deposits and other receivables
Available-for-sale investments

Due from the immediate holding company
Due from fellow subsidiaries

Due from non-controlling shareholders
Derivative financial instruments

Pledged time deposits

Cash and bank balances

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Other payables and accruals
Interest-bearing bank borrowings

Due to the ultimate holding company
Due to the immediate holding company
Due to fellow subsidiaries

Loans from non-controlling shareholders
Derivative financial instruments

Tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

Notes

10
11
12
13
14
15
19
24

17

18

19

16
33(b)(iii)
33(b)(1)
33(b)(ii)

23

20

20

21
22
33(b)(iii)
33(b)iii)
33(b)(1)
33(b)(iv)
23

2016 2015
HKS$ HKS
12,305,353 14,303,778
123,805,497 128,839,305
25,141,691 6,528,374
5,866,349 2,604,068
583,365 1,442,538
283,015 178,325

- 163,212

3,184,889 405,929
171,170,159 154,465,529
41,825,480 74,190,363
463,006,746 506,262,959
95,796,436 131,398,469
- 3,236,068

1,855,530 -
66,233,043 39,984,018
963,957 1,586,357
452,684 9,924,010
146,324,519 102,412,032
29,709,190 31,679,023
846,167,585 900,673,299
240,136,676 269,601,252
28,722,280 24,869,427
314,198,484 325,752,612
: 10,325
12,224,884 3,889,703
21,449,323 34,063,533
i 1,288,559

3,583,169 252,085
25,920,749 26,072,624
646,235,565 685,800,120
199,932,020 214,873,179
371,102,179 369,338,708

continued/...



NORWEST INDUSTRIES LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

31 March 2016

NON-CURRENT LIABILITIES
Deferred tax liabilities

Net assets

EQUITY

Equity attributable to owners of the parent
Share capital

Reserves

Non-controlling interests

Total equity

Omprakash Makam Suryanarayan Setty
Director

Notes

24

2016 2015

HK$ HKS$

- 1,541,854

37102, 179 367,796,854
31,120,000 31,120,000
336,133,578 343,487,668
367,253,578 374,607,668
3,848,601 (  6,810,814)
371,102,179 367,796,854

.........................................................................

Deepak Kumar Seth

Director
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NORWEST INDUSTRIES LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 March 2016

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Interest income
Depreciation for property, plant and equipment
Depreciation for investment properties
Amortisation of intangible assets
Loss/(gain) on disposal of items of property, plant
and equipment
Impairment of trade receivables
Gain on waiver of loans from non-controlling shareholders
Impairment of goodwill
Fair value gains, net:
Available-for-sale investments
(transfer from equity on disposal)
Cash flow hedges (transfer from equity) 5
Share of a loss of a joint venture
Finance costs 6

W D e

W b D i

Decrease in inventories
Decrease in trade and bills receivables
Decrease/(increase) in prepayments, deposits and other receivables
Increase in amounts due from non-controlling shareholders
Decrease in an amount due from the ultimate holding company
Decrease/(increase) in an amount due from the immediate
holding company
Decrease/(increase) in amounts due from fellow subsidiaries
Decrease in trade and bills payables
Increase/(decrease) in other payables and accruals
Increase/(decrease) in an amount due to the ultimate
holding company
Increase in an amount due to the immediate holding company
Increase/(decrease) in amounts due to fellow subsidiaries
Increase/(decrease) in derivative financial instruments

Cash generated from operations
Hong Kong profits tax paid
Interest paid

Net cash flows from operating activities

11

2016 2015

HKS$ HKS$
41,485,977 30,248,366
( 2296,671) ( 2,109,248)
8,041,943 9,180,529
3,221,795 733,471
109,354 42,712

( 214,232) 534,602
344,802 i

(  697,279) .
859,173 -

( 126934) ( 66,752)
( 10,923,308) 2,113,895
3,545,904 38,900
12,887,640 15,099,152
56,238,164 55,815,627
32,364,883 43,383,289
40,567,838 35,896,131
35,838,565  ( 38,398,984)
(  16612) ( 35,010)
- 390,321

(  1,855,530) 1,225,083
( 26,348,613) 52,261,470

( 27,083,851)
2,980,425

( 10,325)
8,451,650

( 12,420,193)
10,923,308

( 26,892,478)
( 3,826,404)

10,325
4,427,236
20,386,417

( 2,113,895)

119,629,709
(  580412)
( 12,887,640)

142,529,128
(  816,086)
( 15,099,152)

106,161,657

126,613,890

continued/...



NORWEST INDUSTRIES LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

Year ended 31 March 2016

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisitions of subsidiaries

Purchases of items of property, plant and equipment

Purchases of intangible assets

Purchases of held-to-maturity financial assets

Proceeds from disposal of held-to-maturity financial assets

Proceeds from disposal of items of property, plant and
equipment

Proceeds from disposal of available-for-sale investments

Purchase of a shareholding in a joint venture

Advance to a joint venture

Interest received

Decrease/(increase) in time deposits with original maturity
of more than three months when acquired, pledged as
security for banking facilities

Net cash flows from/(used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid

Dividend paid to non-controlling shareholders
Repayments of bank loans, net

Capital contribution from non-controlling shareholders
Acquisitions of non-controlling interests

Disposal of a non-controlling interest

Loans from non-controlling shareholders

Net cash flows used in financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

12

Notes

29

2016 2015
HKS$ HK$

( 177,946)  ( 98,074,550)
( 6,165,795) ( 7.089,760)
( 214,044) ( 221,037)
( 20,452,689) :
1,524,299 -
465,117 115,531
3,345,400 2,089,552
- 38,900)

( 6,808,185) ( 2,604,068)
2,296,671 2,109,248

( 48,981,769) 118,952,274
( 75,168,941) 15,238,290

18,672,000)
8,011,846)
6,416,117)

171,160

( 4)

1
31,120

P~~~

(. 7,780,000)

( 60,457,623)

199,359

( 32,897,686)

( 68,038,264)

(  1,904,970) 73,813,916
93,271,413 19,705,718
( 182,818) ( 248,221)
91,183,625 93,271,413
continued/...



NORWEST INDUSTRIES LIMITED
CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

Year ended 31 March 2016

Notes

ANALYSIS OF BALANCES OF CASH AND CASH

EQUIVALENTS
Cash and cash equivalents as stated in the consolidated

statement of financial position 20
Time deposits with original maturity of less than three months

when acquired, pledged as security for banking facilities 20
Bank overdrafts 22

Cash and cash equivalents as stated in the consolidated
statement of cash flows

2016 2015

HKS$ HKS
29,709,190 31,679,023
67,096,595 72,165,877

( 5622,160) ( 10,573,487)
91,183,625 93,271,413




NORWEST INDUSTRIES LIMITED

NOTES TO FINANCIAL STATEMENTS

31 March 2016

l. CORPORATE AND GROUP INFORMATION

Norwest Industries Limited is a limited company incorporated in Hong Kong. The registered office
of the Company is located at 7/F., Park Fook Industrial Building, 615-617 Tai Nan West Street,

Cheung Sha Wan, Kowloon, Hong Kong.

During the year, the Group was principally involved in the trading of garments.

The Company is a subsidiary of Multinational Textile Group Limited, a company incorporated in
Mauritius. In the opinion of the directors, the Company’s ultimate holding company is PDS
Multinational Fashions Limited, a company incorporated in India with shares listed on the Bombay
Stock Exchange Limited and the National Stock Exchange of India Limited.

Information about subsidiaries

Particulars of the Company’s subsidiaries as at 31 March 2016 are as follows:

Nominal value

Place of of issued
incorporation/ ordinary/
registration registered
Name and business share capital
Direct subsidiaries
Grand Pearl Trading People’s US$150,000
Company Limited*# Republic of
China (“PRC”)/
Mainland China
Nor Europe Hong Kong US$100,000
Manufacturing
Company Limited
(“Nor Europe™)
Nor India Manufacturing  Hong Kong US$10,000
Company Limited
Nor Lanka Manufacturing Hong Kong HK$10,000
Limited
Techno Manufacturing Hong Kong US$10,000

Company Limited
(Old name: Sino West
Manufacturing Co Ltd)

14

Percentage

of equity
attributable to
the Company
2016 2015

100% 100%

70% 70%

100% 100%

100% 100%

100% 100%

Principal
activities

Provision of
sourcing
services

Trading of
garment
products

Trading of
garment
products

Trading of
garment
products

Trading of
footwear



NORWEST INDUSTRIES LIMITED

NOTES TO FINANCIAL STATEMENTS

31 March 2016

L

CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (continued)

Place of
incorporation/
registration
Name and business
Direct subsidiaries (continued)
Spring Near East Hong Kong
Manufacturing
Company Limited
(“Spring Near East™)
Gem Australia Hong Kong
Manufacturing
Company Limited
Designed and Sourced Hong Kong

Limited

Norwest USA., Inc.* United States

Nor France
Manufacturing
Company Limited

Hong Kong

Kleider Sourcing
Hongkong Limited
(“Kleider HK™)

Hong Kong

Razamtazz Limited* Mauritius

Krayons Sourcing Limited Hong Kong
(“Krayons™)
(Old name: Sourcing
Solutions HK Limited)

Nominal value

of issued
ordinary/
registered
share capital

US$200,000

US$100,000

US$200,000

US$50,000

US$100,000

US$10,000

British Pound

Sterling (“GBP”’)

8,500,000

US$10,000

15

Percentage

of equity
attributable to
the Company
2016 2015

65% 65%

100% 100%

100% 60%
100% 100%
85% 85%
51% 55%

100% 100%

80% 100%

Principal
activities

Trading of
garment
products

Trading of
garment
products

Provision of
design
services

Provision of
sourcing
services

Provision of
sourcing
services

Provision of
design,
sourcing, and
trading of
garment
products

Investments in

properties

Trading of
garment
products



NORWEST INDUSTRIES LIMITED

NOTES TO FINANCIAL STATEMENTS

31 March 2016

1

CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (continued)

Nominal value

Place of of issued
incorporation/ ordinary/
registration registered
Name and business share capital
Direct subsidiaries (continued)
JJ Star Industrial Limited  Hong Kong US$50,000
(“JJ Star”)
Twins Asia Limited Hong Kong US$100,000
(Old name: 6Degrees
Manufacturing Limited)
Indirect subsidiaries
Nor France SAS* France EURO
(“EUR”) 10,000
Nor Lanka Colombo Sri Lanka Sri Lankan
Manufacturing Rupee
Company Limited (“LKR”)
64,427,000
Nor Europe Spain EUR3,000
Manufacturing S.L.*
Nor Lanka Progress Sri Lanka US$1
(Private) Limited*
Kleider Sourcing Limited* Bangladesh Bangladeshi

(“Kleider BD™)

Taka (“BDT”)

1,000,000

Percentage
of equity
attributable to
the Company

2016 2015

60% -

100% -

85% 85%

100% 100%

70% 70%

100% -

51% -

Principal
activities

Trading of
garment
products

Inactive

Trading of
garment
products

Trading of
garment
products

Provision of
sourcing
services

Inactive
Provision of

sourcing
services

Not audited by Emnst & Young, Hong Kong or another member firm of the Ernst & Young global

network.

#

The subsidiary is registered as a wholly-foreign-owned enterprise under the PRC law.

During the year, the Group acquired Kleider Sourcing Limited from an independent third party.

Further details of this acquisition is included in note 29(b) to the financial statements.
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NORWEST INDUSTRIES LIMITED

NOTES TO FINANCIAL STATEMENTS

31 March 2016

2.1

BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles generally accepted in Hong Kong and the Hong
Kong Companies Ordinance. They have been prepared under the historical cost convention, except
for derivative financial instruments and available-for-sale investments, which have been measured at
fair value. These financial statements are presented in Hong Kong dollars (“HKS$”).

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year ended 31 March 2016. A
subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of
the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of
an investee, the Group considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Company, using consistent accounting policies. The results of its subsidiaries are consolidated from
the date on which the Group obtains control, and continue to be consolidated until the respective
dates that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control described above. A change in the
ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of any non-controlling interest and (jii) the
cumulative translation differences recorded in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any investment retained and (iii) any resulting surplus or
deficit in profit or loss. The Group’s share of components previously recognised in other
comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly disposed of the related assets or liabilities.
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22

2:3

24

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

Certain new and revised HKFRSs became effective for the first time during the current financial
year but are not applicable to the Group, and accordingly, they have had no impact on the Group’s
financial statements for the year ended 31 March 2016.

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not early applied any new and revised HKFRSs that have been issued but are not yet
effective for the accounting year ended 31 March 2016, in these financial statements. The Group is
in the process of making an assessment of the impact of these new and revised HKFRSs but is not
yet in a position to state whether these new and revised HKFRSs would have a significant impact on
its results of operations and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investment in a joint venture

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only when decisions about the relevant
activities require the unanimous consent of the parties sharing control.

The Group’s investment in a joint venture is stated in the consolidated statement of financial
position at the Group’s share of net assets under the equity method of accounting, less any
impairment losses.

Adjustments are made to bring into line any dissimilar accounting policies that may exist. The
Group’s share of the post-acquisition results and other comprehensive income of a joint venture is
included in the consolidated statement of profit or loss and consolidated other comprehensive
income. In addition, when there has been a change recognised directly in the equity of the joint
venture, the Group recognises its share of any changes, when applicable, in the consolidated
statement of changes in equity. Unrealised gains and losses resulting from transactions between the
Group and its joint venture are eliminated to the extent of the Group’s investments in the joint
venture, except where unrealised losses provide evidence of an impairment of the asset transferred.
Goodwill arising from the acquisition of joint venture is included as part of the Group’s investment
in a joint venture.

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained
interest is not remeasured. Instead, the investment continues to be accounted for under the equity
method. In all other cases, upon loss of significant influence over the associate or joint control over
the joint venture, the Group measures and recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or joint venture upon loss of significant
influence or joint control and the fair value of the retained investment and proceeds from disposal is
recognised in profit or loss.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration
transferred is measured at the acquisition date fair value which is the sum of the acquisition date fair
values of assets transferred by the Group, liabilities assumed by the Group to the former owners of
the acquiree and the equity interests issued by the Group in exchange for control of the acquiree.
For each business combination, the Group elects whether to measure the non-controlling interests in
the acquiree that are present ownership interests and entitle their holders to a proportionate share of
net assets in the event of liquidation at fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the acquisition previously held equity interest is
remeasured at its acquisition date fair value and any resulting gain or loss is recognised in profit or
loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability is measured at fair value
with changes recognised in profit or loss. Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred, the amount recognised for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognised in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is tested for impairment annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs its annual impairment test of
goodwill as at 31 March 2016. For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to each of the Group’s cash-generating
units, or groups of cash-generating units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group are assigned to those
units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of
cash-generating units) to which the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the carrying amount, an impairment loss
is recognised. An impairment loss recognised for goodwill is not reversed in a subsequent period.

19



NORWEST INDUSTRIES LIMITED

NOTES TO FINANCIAL STATEMENTS

31 March 2016

24

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill (continued)

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and
part of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when determining the gain or loss on
the disposal. Goodwill disposed of in these circumstances is measured based on the relative values
of the operation disposed of and the portion of the cash-generating unit retained.

Fair value measurement

The Group measures its derivative financial instruments and available-for-sale investments at fair
value at the end of each reporting period. Fair value is 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. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Group. The fair value of
an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that
is significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

Where an indication of impairment exists or when annual impairment testing for an asset is required
(other than inventories, financial assets and investment properties), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the asset’s or cash-generating unit’s value
in use and its fair value less costs of disposal, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or
groups of assets, in which case the recoverable amount is determined for the cash-generating unit to
which the asset belongs.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to the statement of profit or
loss in the period in which it arises in those expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously recognised impairment loss of
an asset is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of such an impairment loss is credited to the
statement of profit or loss in the period in which it arises.

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

(a) the party is a person or a close member of that person’s family and that person
(i)  has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of the Group;

or

(b) the party is an entity where any of the following conditions applies:

(i)  the entity and the Group are members of the same group;

(ii)  one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of the same third party;

(iv) one entity is a joint venture of a third entity and the other entity is an associate of the
third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either the
Group or an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of
the key management personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management
personnel services to the Group or to the parent of the Group.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working condition and location for its intended
use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such
as repairs and maintenance, is normally charged to the statement of profit or loss in the period in
which it is incurred. In situations where the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The estimated useful
lives/principal annual rates used for this purpose are as follows:

Leasehold improvements Over the shorter of the lease terms and 33'5%
Furniture and fixtures 25%

Motor vehicles 33%%

Office equipment 33%%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate,
at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in the statement of profit or loss in
the year the asset is derecognised is the difference between the net sales proceeds and the carrying
amount of the relevant asset.

Investment properties

Investment properties are interests in land and buildings held to earn rental income and/or for capital
appreciation, rather than for use in the production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course of business. Such properties are measured
initially at cost, including transaction costs and any directly attributable expenditure, and
subsequently at cost less accumulated depreciation and any impairment losses.

Depreciation is calculated on the straight-line basis to write off the cost of each investment property,
which is the shorter of 50 years and the term of the lease.

Any gain or loss on the retirement or disposal of an investment property recognised in the statement

of profit or loss in the year the investment property is derecognised is the difference between the net
sales proceeds and the carrying amount of the investment property.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value at the date of acquisition. The
useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are subsequently amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans and receivables, available-for-sale
financial investments, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognised initially, they are measured at fair value plus
transaction cost that are attributable to the acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the
date that the Group commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss 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.
Derivatives, including separated embedded derivatives, are also classified as held for trading unless
they are designated as effective hedging instruments as defined by HKAS 39.

Financial assets at fair value through profit or loss are carried in the statement of financial position
at fair value with positive net changes in fair value presented as other income and gains and negative
net changes in fair value presented as finance costs in the statement of profit or loss. These net fair
value changes do not include any dividends or interest earned on these financial assets, which are
recognised in accordance with the policies set out for “Revenue recognition” below.

Financial assets designated upon initial recognition as at fair value through profit or loss are
designated at the date of initial recognition and only if the criteria in HKAS 39 are satisfied.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair
value if their economic characteristics and risks are not closely related to those of the host contracts
and the host contracts are not held for trading or designated as at fair value through profit or loss.
These embedded derivatives are measured at fair value with changes in fair value recognised in the
statement of profit or loss. Reassessment only occurs if there is either a change in the terms of the
contract that significantly modifies the cash flows that would otherwise be required or a
reclassification of a financial asset out of the fair value through profit or loss category.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate method less any allowance for
impairment. Amortised cost is calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other income and gains in the statement of profit or
loss. The loss arising from impairment is recognised in the statement of profit or loss.

Held-to-maturity financial assets

Bonds are non-derivative financial assets with fixed or determinable payments and fixed maturity
are classified as held-to-maturity when the Group has the positive intention and ability to hold them
to maturity. Held-to-maturity financial assets are subsequently measured at amortised cost using the
effective interest rate method less any allowance for impairment. Amortised cost is calculated by
taking into account any discount or premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The effective interest rate amortisation is included in the statement of
profit or loss. The loss arising from impairment is recognised in the statement of profit or loss.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial assets in listed and unlisted
equity investments and securities. Equity investments classified as available for sale are those
which are neither classified as held for trading nor designated as at fair value through profit or loss.

After initial recognition, available-for-sale financial investments are subsequently measured at fair
value, with unrealised gains or losses recognised as other comprehensive income in the available-
for-sale investment revaluation reserve until the investment is derecognised, at which time the
cumulative gain or loss is recognised in the statement of profit or loss, or until the investment is
determined to be impaired, when the cumulative gain or loss is reclassified from the available-for-
sale investment revaluation reserve to the statement of profit or loss. Interest and dividends earned
whilst holding the available-for-sale financial investments are reported as interest income and
dividend income, respectively and are recognised in the statement of profit or loss as other income
in accordance with the policies set out for “Revenue recognition” below.

When the fair value of unlisted equity investments cannot be reliably measured because (a) the
variability in the range of reasonable fair value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot be reasonably assessed and used in
estimating fair value, such investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell its available-for-sale financial assets in
the near term are still appropriate. When, in rare circumstances, the Group is unable to trade these
financial assets due to inactive markets, the Group may elect to reclassify these financial assets. If
management has the ability and intention to hold the assets for the foreseeable future or until
maturity.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

For a financial asset reclassified from the available-for-sale category, the fair value carrying amount
at the date of reclassification becomes its new amortised cost and any previous gain or loss on that
asset that has been recognised in equity is amortised to profit or loss over the remaining life of the
investment using the effective interest rate. Any difference between the new amortised cost and the
maturity amount is also amortised over the remaining life of the asset using the effective interest rate.
If the asset is subsequently determined to be impaired, then the amount recorded in equity is
reclassified to the statement of profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar

financial assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of

financial position) when:

e the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement and either (a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained the risk and rewards of
ownership of the asset. When it has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or a group of financial assets is impaired. An impairment exists if one or more events
that occurred after the initial recognition of the asset have an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence
of impairment may include indications that a debtor or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they
will enter bankruptcy or other financial reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists
individually for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are not included in a collective assessment of
impairment.

The amount of any impairment loss identified is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future credit losses
that have not been incurred). The present value of the estimated future cash flows is discounted at
the financial asset’s original effective interest rate (i.e., the effective interest rate computed at initial
recognition).

The carrying amount of the asset is reduced either directly or through the use of an allowance
account and the loss is recognised in the statement of profit or loss. Interest income continues to be
accrued on the reduced carrying amount using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic prospect of future recovery.

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a write-off is later
recovered, the recovery is credited to the statement of profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the end of each reporting period
whether there is objective evidence that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net
of any principal payment and amortisation) and its current fair value, less any impairment loss
previously recognised in the statement of profit or loss, is removed from other comprehensive
income and recognised in the statement of profit or loss.

In the case of equity investments classified as available for sale, objective evidence would include a
significant or prolonged decline in the fair value of an investment below its cost. “Significant” is
evaluated against the original cost of the investment and “prolonged” against the period in which the
fair value has been below its original cost. Where there is evidence of impairment, the cumulative
loss - measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that investment previously recognised in the statement of profit or loss - is
removed from other comprehensive income and recognised in the statement of profit or loss.
Impairment losses on equity instruments classified as available for sale are not reversed through the
statement of profit or loss. Increases in their fair value after impairment are recognised directly in
other comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)

The determination of what is “significant” or “prolonged” requires judgement. In making this
judgement, the Group evaluates, among other factors, the duration or extent to which the fair value
of an investment is less than its cost.

Financial liabilities

Initial recognition and measurement

Financial liabilities of the Group are classified, at initial recognition, as loans and borrowings, or as
derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings,
net of directly attributable transaction costs.

The Group’s financial liabilities include trade and bills payables, financial liabilities included in
other payables and accruals, amounts due to the ultimate holding company, the immediate holding
company and fellow subsidiaries, financial guarantee contracts, derivative financial instruments,
loans from non-controlling shareholders and interest-bearing bank borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are acquired for the purpose of
repurchasing in the near term. This category includes derivative financial instruments entered into
by the Group that are not designated as hedging instruments in hedge relationships as defined by
HKAS 39. Separated embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or losses on liabilities held for trading are
recognised in the statement of profit or loss. The net fair value gain or loss recognised in the
statement of profit or loss does not include any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are
designated at the date of initial recognition and only if the criteria in HKAS 39 are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost, using the effective interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and losses are recognised in the statement of
profit or loss when the liabilities are derecognised as well as through the effective interest rate
method amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees

or costs that are an integral part of the effective interest rate. The effective interest rate amortisation
is included in finance costs in the statement of profit or loss.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities (continued)
Financial guarantee contracts

Financial guarantee contracts issued by the Group are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs because the specified debtor fails to make a
payment when due in accordance with the terms of a debt instrument. A financial guarantee
contract is recognised initially as a liability at its fair value, adjusted for transaction costs that are
directly attributable to the issuance of the guarantee. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation at the end of the reporting period; and (ii) the
amount initially recognised less, when appropriate, cumulative amortisation.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised in the statement of profit
or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.

Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts, to hedge its
foreign currency risk. Such derivative financial instruments are initially recognised at fair value on
the date on which a derivative contract is entered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is positive and as liabilities when the fair value
is negative.

Any gains or losses arising from changes in fair value of derivatives are taken directly to the
statement of profit or loss, except for the effective portion of cash flow hedges, which is recognised
in other comprehensive income and later reclassified to profit or loss when the hedged item affects
profit or loss.

For the purpose of hedge accounting, hedges are classified as cash flow hedges when hedging the
exposure to variability in cash flows that is either attributable to a particular risk associated with a
recognised asset or liability or a highly probable forecast transaction, or a foreign currency risk in an
unrecognised firm commitment.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedge accounting (continued)
Initial recognition and subsequent measurement (continued)

At the inception of a hedge relationship, the Group formally designates and documents the hedge
relationship with which the Group wishes to apply hedge accounting, the risk management objective
and its strategy for undertaking the hedge. The documentation includes identification of the hedging
instrument, the hedge item or transaction, the nature of the risk being hedged and how the Group
will assess the hedging instrument’s effectiveness of changes in the hedging instrument’s fair value
in offsetting the exposure to changes in the hedged item’s fair value or cash flows attributable to the
hedged risk. Such hedges are expected to be highly effective in achieving offsetting changes in fair
value or cash flows and are assessed on an ongoing basis to determine that they actually have been
highly effective throughout the financial reporting periods for which they were designated.

The effective portion of the gain or loss on the hedging instrument for cash flow hedges is
recognised directly in other comprehensive income in the hedging reserve, while any ineffective
portion is recognised immediately in the statement of profit or loss.

Amounts recognised in other comprehensive income are transferred to the statement of profit or loss
when the hedged transaction affects profit or loss, such as when hedged financial income or
financial expense is recognised or when a forecast sale occurs. Where the hedged item is the cost of
a non-financial asset or non-financial liability, the amounts recognised in other comprehensive
income are transferred to the initial carrying amount of the non-financial asset or non-financial
liability.

If the hedging instrument expires or is sold, terminated or exercised without replacement or rollover
(as part of the hedging strategy), or if its designation as a hedge is revoked, or when the hedge no
longer meets the criteria for hedge accounting, the amounts previously recognised in other
comprehensive income remain in other comprehensive income until the forecast transaction occurs
or the foreign currency firm commitment is met.

Current versus non-current classification

Derivative instruments that are not designated as effective hedging instruments are classified as
current or non-current or separated into current and non-current portions based on an assessment of
the facts and circumstances (i.e., the underlying contracted cash flows).

e  Where the Group expects to hold a derivative as an economic hedge (and does not apply hedge
accounting) for a period beyond 12 months after the end of the reporting period, the derivative is
classified as non-current (or separated into current and non-current portions) consistently with
the classification of the underlying item.

o Embedded derivatives that are not closely related to the host contract are classified consistently
with the cash flows of the host contract.

e Derivative instruments that are designated as, and are effective hedging instruments, are
classified consistently with the classification of the underlying hedged item. The derivative
instruments are separated into current portions and non-current portions only if a reliable
allocation can be made.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the actual
basis and comprises invoiced value of purchases, freight and other costs incurred in bringing the
inventories to their present location and condition. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term highly liquid investments that are readily
convertible into known amounts of cash, are subject to an insignificant risk of changes in value, and
have a short maturity of generally within three months when acquired, less bank overdrafts which
are repayable on demand and form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents
comprise cash on hand and at banks, including term deposits, and assets similar in nature to cash,
which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present
value at the end of the reporting period of the future expenditures expected to be required to settle
the obligation. The increase in the discounted present value amount arising from the passage of time
is included in the statement of profit or loss.

Income tax
Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid
to the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the
reporting period between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for taxable temporary differences. Deferred tax assets are
recognised for deductible temporary differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised, to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, the carryforward of
unused tax credits and unused tax losses can be utilised.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income tax (continued)

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 deferred tax asset to be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are recognised to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor
are accounted for as operating leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and rentals receivable under the operating
leases are credited to profit or loss on the straight line basis over the lease terms. Where the Group
is the lessee, rentals payable under operating leases are charged to profit or loss on the straight-line
basis over the lease terms.

Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a general
meeting. In prior years, final dividends proposed by the directors were classified as an allocation of
retained profits within equity and presented separately in the statement of financial position.
Following the implementation of the Hong Kong Companies Ordinance (Cap. 622), proposed final
dividends are disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because the Company’s memorandum
and articles of association grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a liability when they are proposed
and declared.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and
when the revenue can be measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and rewards of ownership have been
transferred to the buyer, provided that the Group maintains neither managerial involvement
to the degree usually associated with ownership, nor effective control over the goods sold;

(b) handling fee income, when the services are rendered;
(c) rental income, on a time proportion basis over the lease terms; and
(d) interest income, on an accrual basis using the effective interest method.

Employee benefits
Retirement benefit costs

The Group operates a mandatory provident fund retirement benefit scheme (the “MPF Scheme™)
under the Mandatory Provident Fund Schemes Ordinance for 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 Group in an independently administered
fund. The Group’s employer contributions vest fully with the employees when contributed into the
MPF Scheme.

The employees of the Group’s overseas subsidiaries/branches are required to participate in central
pension schemes operated by the respective local governments. These subsidiaries/branches are
required to contribute certain percentages of its payroll costs to the central pension schemes. The
contributions are charged to profit or loss as they become payable in accordance with the rules of the
central pension schemes.

Foreign currencies

These financial statements are presented in HKS$, which is the Group’s functional currency. Each
entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency. Foreign currency transactions
recorded by the entities in the Group are initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies are translated at the functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of monetary items are recognised
in profit or loss.

Non-monetary items that are measured in terms of historical cost in foreign currencies are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at
fair value in foreign currencies are translated using the exchange rates at the dates when their fair
values were determined. The gain or loss arising on translation of a non-monetary item measured at
fair value is treated in line with the recognition of the gain or loss on change in fair value of the item
(i.e., translation differences on the items whose fair value gain or loss is recognised in other
comprehensive income or profit or loss are also recognised in other comprehensive income or profit
or loss, respectively).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries are currencies other than HKS$. As at the
end of the reporting period, the assets and liabilities of the subsidiaries are translated into HKS$ at the
exchange rates prevailing at the end of the reporting period and their statements of profit or loss are
translated into HK$ at the weighted average exchange rates for the year. The resulting exchange
differences are recognised in other comprehensive income and are accumulated in the exchange
reserve. On disposal of a foreign operation, the component of other comprehensive income relating
to that particular foreign operation is recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of
the foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the cash flows of overseas subsidiaries
are translated into HKS at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of the overseas subsidiaries which arise throughout the period are translated
into HK$ at the weighted average exchange rate for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure of contingent liabilities.
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.

Judgement
In the process of applying the Group’s accounting policies, management has made the following

judgement, apart from those involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Classification of financial instruments

Management has made judgements on the classification of financial assets and financial liabilities in
the process of applying the Group’s accounting policies, which have significant effect on the
amounts recognised in the financial statements. The Group determines the classification of certain
assets and liabilities as financial assets and financial liabilities by judging whether they meet the
definition of financial assets and financial liabilities set out in HKAS 39.

HKAS 32 Financial Instruments: Presentation and HKAS 39 require that the Group carries certain
of its financial assets at fair value, which requires extensive use of accounting estimates. While
significant components of fair value measurement were determined using verifiable objective
evidence, the amount of changes in fair value would differ if the Group utilises different valuation
methodologies. Any such changes in the fair values of these financial assets would affect directly
the Group’s financial position and equity.
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8. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Judgement (continued)

Classification between investment properties and owner-occupied properties

The Group determines whether a property qualifies as an investment property, and has developed
criteria in making that judgement. Investment property is a property held to earn rentals or for
capital appreciation or both. Therefore, the Group considers whether a property generates cash
flows largely independently of the other assets held by the Group. Some properties comprise a
portion that is held to earn rentals or for capital appreciation and another portion that is held for use
in the production or supply of goods or services or for administrative purposes. If these portions
could be sold separately or leased out separately under a finance lease, the Group accounts for the
portions separately. If the portions could not be sold separately, the property is an investment
property only if an insignificant portion is held for use in the production or supply of goods or
services or for administrative purposes. Judgement is made on an individual property basis to
determine whether ancillary services are so significant that a property does not qualify as an
investment property.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are described below.

Impairment of property, plant and equipment

Items of property, plant and equipment are tested for impairment if there is any indication that the
carrying value of these assets may not be recoverable and the assets are subject to an impairment
loss. The recoverable amount is the higher of an asset’s fair value less costs to sell and value-in-use.
The value-in-use calculation requires the Group to estimate the future cash flows expected to arise
from the relevant cash-generating unit and a suitable discount rate is used in order to calculate the
present value.

Impairment of trade and bills receivables

The Group maintains an allowance for estimated loss arising from the inability of its customers to
make the required payments. The Group makes its estimates based on the ageing of its trade and
bills receivable balances, customers’ creditworthiness, and historical write-off experience. If the
financial condition of its customers was to deteriorate so that the actual impairment loss might be
higher than expected, the Group would be required to revise the basis of making the allowance and
its future results would be affected.

Income tax and deferred tax

Significant judgements on the future tax treatment of certain transactions are required in determining
income tax provisions. The Group carefully evaluates tax implications of transactions and tax
provisions are recorded accordingly. The tax treatment of such transactions is reconsidered
periodically to take into account all changes in tax legislation.

Deferred tax assets relating to certain temporary differences and tax losses are recognised as
management considers it probable that future taxable profit will be available against which the
temporary differences or tax losses can be utilised. Where the expectations are different from the
original estimates, such differences will impact on the recognition of deferred tax assets and
deferred tax in the periods in which such estimates have been changed.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Estimation uncertainty (continued)

Impairment of inventories

Management reviews the ageing analysis of inventories of the Group at the end of each reporting
period, and makes provision for obsolete and slow-moving inventory items identified that are no
longer suitable for sale. The assessment of the provision amount required involves management
judgements and estimates. Where the actual outcome or expectation in future is different from the
original estimate, such differences will have an impact on the carrying value of the inventories and
the provision charge/write-back of provision for obsolete and slow-moving inventory items in the
period in which estimate has been changed.

Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis. This requires an

estimation of the value-in-use of the cash-generating units to which the goodwill is allocated.
Estimating the value-in-use requires the Group to make an estimate of the expected future cash
flows from the cash-generating units and also to choose a suitable discount rate in order to calculate
the present value of those cash flows. The carrying amount of goodwill at 31 March 2016 was
HK$583,365 (2015: HK$1,442,538). Further details are given in note 14.

4. REVENUE, OTHER INCOME AND GAINS

Revenue represents the net invoiced value of goods sold.

An analysis of the Group’s other income and gains is as follows:

2016 2015

HKS$ HK$

Interest income 2,296,671 2,109,248
Handling fee income 41,754,663 18,780,522
Rental income 3,767,029 1,995,972
Net fair value gains on cash flow hedges 10,923,308 -
Foreign exchange differences, net 6,666,006 -
Sales of trim and trimmings 27,681,773 29,858,389
Others 14,679,021 13,240,658
107,768,471 65,984,789
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S PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Auditors’ remuneration

Depreciation for property, plant and equipment
Depreciation for investment properties
Amortisation for intangible assets*
Impairment of goodwill*

Employee benefit expense
(excluding directors’ remuneration (note 7)):
Salaries and allowances
Pension scheme contributions (defined contribution scheme)

Minimum lease payments under operating leases
Loss/(gain) on disposal of items of property, plant and

equipment, net
Impairment of trade receivables
Gain on waiver of loans from non-controlling shareholders
Fair value losses/(gains), net:

Available-for-sale investments

(transfer from equity on disposal)

Cash flow hedges (transfer from equity on disposal)

Foreign exchange differences, net

2016 2015
HKS$ HKS$
962,287 1,012,039
8,041,943 9,180,529
3,221,795 733,471
109,354 42,712
859,173 -

130,340,676 116,978,471
6,546,556 6,226,186

136,887,232 123,204,657
8,749,952 10,922,657

( 214232) 534,602
344,802 :

( 697,279) :

( 126934) ( 66,752)

( 10,923,308) 2,113,895

( 6,666,006) (  334.216)

*  The amortisation of intangible assets and the impairment of goodwill for the year are included in
“Other operating expenses” in the consolidated statement of profit or loss.
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6. FINANCE COSTS

Interest on bank loans, overdrafts and other loans

8 DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section 383(1)(a) of the Hong Kong Companies

Ordinance, is as follows:

Directors’ fees

8. INCOME TAX

2016 2015

HKS$ HKS$
12,887,640 15,099,152
2016 2015

HK$ HK$
1,945,000 1,945,000

Hong Kong profits tax has been provided at the rate of 16.5% (2015: 16.5%) on the estimated
assessable profits arising in Hong Kong during the year. Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the jurisdictions in which the Group operates.

Current - Hong Kong
Charge for the year
Overprovision in prior years
Current - Elsewhere
Charge for the year
Overprovision in prior years
Deferred (note 24)

Total tax charge/(credit) for the year
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2016
HK$

62,865
(  12,806)
2,342,447

(1,061,565)
(2,208,416)

( 877,475)

2015
HK$

7,298,601
(2,269,472)
1,165,489

( 173,261)
(_712497)

5,308,860
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8. INCOME TAX (continued)

A reconciliation of the tax at the statutory rates for the jurisdictions in which the Group is domiciled
to the tax charge/(credit) at the Group’s effective tax rate is as follows:

2016
Hong Kong Others Total
HK$ HKS$ HKS$
Profit before tax 51,366,881 ( 9,880,904) 41,485,977
Tax at the applicable tax rate 8,475,535 433,219 8,908,754
Adjustments in respect of current tax
of previous periods ( 12,806) ( 1,061,565) ( 1,074,371)
Income not subject to tax ( 8,614,946) ( 75,038) ( 8,689,984)
Expenses not deductible for tax 3,531,160 166,206 3,697,366
Tax on deemed profit arising from
operations outside Hong Kong ( 5,030,680) 966,675 ( 4,064,005)
Tax losses utilised from previous periods  ( 73,207) - ( 73,207)
Tax losses not recognised 483,338 - 483,338
Others ( 11,451) ( 53,915) ( 65,366)
Tax at the effective rate ( 1,253,057) 375,582 ( 877,475)
2015
Profit before tax 29,853,373 394,993 30,248,366
Tax at the applicable tax rate 4,925,806 88,485 5,014,291
Adjustments in respect of current tax
of previous periods ( 2,269,472) ( 173,261) ( 2,442,733)
Income not subject to tax ( 3,990,395) ( 417,513) ( 4,407,908)
Expenses not deductible for tax 4,907,254 - 4,907,254
Tax on deemed profit arising from
operations outside Hong Kong - 1,165,489 1,165,489
Tax losses utilised from previous periods  (  361,704) - (  361,704)
Tax losses not recognised 572,901 183,418 756,319
Others 938,171 (  260,319) 677,852
Tax at the effective rate 4,722,561 586,299 5,308,860

38



NORWEST INDUSTRIES LIMITED
NOTES TO FINANCIAL STATEMENTS

31 March 2016

8. INCOME TAX (continued)

As at the end of the reporting period, certain subsidiaries of the Group had unused tax losses arising
in Hong Kong of HK$59,691,787 (2015: HK$57,206,147), which are subject to the agreement of the
Hong Kong Inland Revenue Department and are available indefinitely for offsetting against the
future taxable profits of the subsidiary. The other overseas subsidiaries of the Group also had tax
losses arising in their respective principal countries of operations.

At the end of the reporting period, deferred tax assets have not been recognised in respect of the
unused tax losses of HK$7,953,210 (2015: HK$8,088,006), which are available for offsetting
against future taxable profits of the companies in which the losses arose. Deferred tax assets have
not been recognised in respect of these unused tax losses items as it is not considered probable that
taxable profits will be available against which these unused tax losses can be utilised.

, 3 DIVIDENDS

2016 2015
HKS$ HKS$
Interim 2015 - US$0.25 per ordinary share - 7,780,000
Final 2015 - US$0.3 per ordinary share 9,336,000 -
Interim 2016 - US$0.3 per ordinary share 9,336,000 -

18,672,000 7,780,000
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10. PROPERTY, PLANT AND EQUIPMENT

Leasehold Furniture Motor Office
improvements and fixtures vehicles  equipment Total
HKS$ HKS$ HK$ HK$ HK$
31 March 2016
At 31 March 2015 and
1 April 2015:
Cost 7,505,273 14,266,168 5,033,821 32,422,406 59,227,668

Accumulated depreciation ( 6,062,212) ( 9,973,836) ( 3,474,652) ( 25,413,190) ( 44,923,890)

Net carrying amount 1,443,061 4,292,332 1,559,169 7,009,216 14,303,778

At 1 April 2015, net of

accumulated depreciation 1,443,061 4,292,332 1,559,169 7,009,216 14,303,778
Additions 375,802 1,479,044 509,135 3,801,814 6,165,795
Acquisition of a subsidiary

(note 29(b)) - 97,075 - 121,243 218,318
Disposals = T 14,038) - ( 236,847) ( 250,885)
Depreciation provided during

the year ( 554,004) ( 1,991,661) (  648,032) ( 4,848,246) ( 8,041,943)
Exchange realignment ( 24,376) ( 24912) ( 24,303) ( 16,119) ( 89,710)

At 31 March 2016, net of
accumulated depreciation 1,240,483 3,837,840 1,395,969 5,831,061 12,305,353

At 31 March 2016:
Cost 7,845,811 15,762,743 5,259,070 34,726,390 63,594,014
Accumulated depreciation ( 6,605,328) (11,924,903) ( 3,863,101) ( 28,895,329) ( 51,288,661)

Net carrying amount 1,240,483 3,837,840 1,395,969 5,831,061 12,305,353
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10. PROPERTY, PLANT AND EQUIPMENT (continued)

Leasehold Furniture Motor Office
improvements and fixtures vehicles  equipment Total
HKS$ HK$ HKS$ HKS$ HK$

31 March 2015

At 1 April 2014:
Cost 6,273,778 14,597,162 3,272,305 29,491,958 53,635,203
Accumulated depreciation ( 5,404,962) ( 8,017,753) ( 3,197,381) (19,963,275) ( 36,583,371)

Net carrying amount 868,816 6,579,409 74,924 9,528,683 17,051,832

At 1 April 2014, net of

accumulated depreciation 868,816 6,579,409 74,924 9,528,683 17,051,832
Additions 1,248,365 821,582 1,761,516 3,258,297 7,089,760
Disposals ( 16,870) (  393,701) - ( 161,307) ( 571,878)
Depreciation provided during

the year (  657,250) ( 2,675,854) (  277,271) ( 5,570,154) ( 9,180,529)
Exchange realignment - 39,104) - ( 46,303) ( 85,407)

At 31 March 2015, net of
accumulated depreciation 1,443,061 4,292,332 1,559,169 7,009,216 14,303,778

At 31 March 2015:
Cost 7,505,273 14,266,168 5,033,821 32,422,406 59,227,668
Accumulated depreciation ( 6,062,212) ( 9,973,836) ( 3,474,652) (25,413,190) ( 44,923,890)

Net carrying amount 1,443,061 4,292,332 1,559,169 7,009,216 14,303,778
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1.1s INVESTMENT PROPERTIES

HK$

At 1 April 2014:

Cost 36,673,551

Accumulated depreciation ( 5,176,304)

Net carrying amount 31,497,247
At 1 April 2014, net of accumulated depreciation 31,497,247
Acquisition of a subsidiary (note 29(a)) 98,209,663
Depreciation provided during the year ( 733,471)
Exchange realignment ( 134,134)
At 31 March 2015, net of accumulated depreciation 128,839,305
At 31 March 2015 and at 1 April 2015:

Cost 134,749,080

Accumulated depreciation ( 5.909,775)

Net carrying amount 128,839,305
At 1 April 2015, net of accumulated depreciation 128,839,305
Depreciation provided during the year ( 3,221,795)
Exchange realignment ( 1,812,013)
At 31 March 2016, net of accumulated depreciation 123,805,497
At 31 March 2016:

Cost 132,911,863

Accumulated depreciation ( 9,106,366)

Net carrying amount 123,805,497

The Group’s investment properties include one residential property in the United Kingdom and two
industrial properties in Hong Kong. The directors of the Company have determined that the
investment properties consist of two classes of asset, i.e., residential and industrial, based on the
nature, characteristics, risks of each property. The investment properties are measured initially at
cost less accumulated depreciation and provision for any impairment in value.

The Group’s investment properties were revalued on 31 March 2016 based on valuations performed
by independent professionally qualified valuers, at HK$191,002,359 (2015: HK$182,838,594). The
investment properties are leased under operating leases, further summary details of which are
included in note 32(a) to the financial statements.
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11.

INVESTMENT PROPERTIES (continued)

At 31 March 2016, all of the Group’s investment properties were pledged to secure the general
banking facilities granted to the Group (notes 22).

Fair value hierarchy
The following table illustrates the fair value measurement hierarchy of the Group’s investment
properties:

Fair value measurement as at 31 March 2016 using
Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3) Total
Recurring fair value measurement for: HK$ HK$ HKS$ HK$
Residential property - U5.002.359 - 95,002,359
Industrial properties - 96,000,000 - 96,000,000

- 191,002,359

191,002,359

Fair value measurement as at 31 March 2015 using
Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
Recurring fair value measurement for: HKS$ HK$ HKS$ HKS$
Residential property - 96,838,594 - 96,838,594
Industrial properties - 86,000,000 - 86,000,000
- 182,838,594 - 182,838,594

During the year, there were no transfers of fair value measurements between Level 1 and Level 2
and no transfers into or out of Level 3 (2015: Nil).

Below is a summary of the valuation techniques used and the key inputs to the valuation of
investment properties:

Valuation techniques Significant observable inputs
Residential property Market comparison method HK$21,415 - HK$47,881 per sq. ft.
Industrial properties Market comparison method HK$4,300 - HK$5,199 per sq. ft.
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12: HELD-TO-MATURITY FINANCIAL ASSETS

2016 2015
HKS$ HKS$
Listed securities:
Debentures with fixed interest of 4.62% - 8.5% and
maturity date in 2017-2024 - United States 25,141,691 6,528,374
The movement in held-to-maturity financial assets is summarised as follows:
2016 2015
HK$ HK$
At the beginning of year 6,528,374 -
Additions 20,452,689 -
Additions from acquisition of a subsidiary (note 29(a)) - 6,542,913
Disposal ( 1,524,299) -
Exchange realignment (  315,073) (  14,539)
At the end of year 25,141,691 6,528,374

Held-to-maturity financial assets are denominated in United States Dollars (“US$").
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13. INTEREST IN A JOINT VENTURE

2016 2015
HK$ HKS$
Share of net liabilities (3,545,904) -
Amount due from a joint venture 9,412,253 2,604,068

5,866,349 2,604,068

The amount due from a joint venture is unsecured, interest-free and has no fixed term of repayment.
In the opinion of the directors, the balance is considered as part of the Group’s net investment in the
joint venture,

Particulars of the Group’s joint venture are as follows:

Particulars Place of Percentage of
of issued registration Ownership Voting  Profit Principal
Name shares held and business interest power sharing activities
Sourcing Registered Hong Kong 50 50 50 Trading of
Solutions capital of garments
Limited US$1 each products

The above investment in a joint venture is directly held by the Company.
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14. GOODWILL

HKS$
Cost and net carrying amount at 1 April 2014, 31 March 2015 and 1 April 2015 1,442,538
Impairment during the year ( 859,173)
At 31 March 2016 583,365
At 31 March 2016:
Cost 1,442,538
Accumulated impairment ( 859,173)
Net carrying amount 583,365

Impairment testing of goodwill
Goodwill acquired through business combinations is allocated to the relevant cash-generating units
for impairment testing:

®  Garment products cash-generating unit; and
®  Property investment cash-generating unit.

Garment products cash-generating unit

The recoverable amount of the garment products cash-generating unit has been determined based on
a value-in-use calculation using cash flow projections based on financial forecast covering a five-
year period approved by management. The discount rate applied to the cash flow projections is 12%
(2015: 12%) and cash flows beyond the five-year period were extrapolated using a growth rate of
6% (2015: 6%), which was the same as the long term average growth rate of the garment products
industry.

Property investment cash-generating unit

The recoverable amount of the property investment cash-generating unit has been determined based
on a value-in-use calculation using cash flow projections based on financial forecast covering a five-
year period approved by management. The discount rate applied to the cash flow projections is 12%
(2015: 12%) and cash flows beyond the five-year period were not extrapolated using any growth
rate under the management’s conservative estimation (2015: Nil).

The carrying amount of goodwill allocated to each of the cash-generating units is as follows:

2016 2015

HKS$ HKS$

Garment products 583,365 583,365
Property investment - 859,173
583,365 1,442,538
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14.

s,

GOODWILL (continued)

Assumptions were used in the value-in-use calculation of the garment products and property
investment cash-generating units for 31 March 2016 and 31 March 2015. The following describes
each key assumption on which management has based its cash flow projections to undertake
impairment testing of goodwill:

Budgeted revenue - The basis used to determine the value assigned to the budgeted revenue is the
average revenue achieved in the year immediately before the budget year, increased for expected
efficiency improvements, and expected market development.

Budgeted gross margins - The basis used to determine the value assigned to the budgeted gross
margins is the average gross margins achieved in the year inmediately before the budget year,

increased for expected efficiency improvements, and expected market development.

Discount rates - The discount rates used are before tax and reflect specific risks relating to the
relevant units.

The values assigned to the key assumptions on market development of garment products and
property investment and discount rates are consistent with external information sources.

Based on the annual impairment test performed, an impairment loss of HK$859,173 has been

provided in relation to the property investment cash-generating unit. The impairment loss arose as a

result of the high administrative costs for property holding activities in the United Kingdom.

INTANGIBLE ASSETS
License
HKS
31 March 2015
Cost at 1 April 2014 -
Additions 221,037
Amortisation provided during the year ( 42,712)
At 31 March 2015 178,325
At 31 March 2015:
Cost 221,037
Accumulated amortisation ( 42,712)
Net carrying amount 178,325
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16.

INTANGIBLE ASSETS (continued)

31 March 2016

At 31 March 2015 and 1 April 2015:
Cost
Accumulated amortisation

Net carrying amount

Cost at 1 April 2015, net of accumulated amortisation
Additions
Amortisation provided during the year

At 31 March 2016

At 31 March 2016:
Cost
Accumulated amortisation

Net carrying amount

AVAILABLE-FOR-SALE INVESTMENTS

2016
HK$

Unit trusts, at fair value -

License
HKS

22130317

42,712)

178,325

178,325
214,044

109,354)

283,015

435,081

152,066)

283,015

2015
HK$

3,236,068

During the year, the gross gain in respect of the Group’s available-for-sale investments recognised

in other comprehensive income amounted to HK$109,332 (2015: HK$189,683), of which
HK$126,934 (2015: HK$66,752) was reclassified from other comprehensive income to the

statement of profit or loss for the year.

At 31 March 2015, the above investments consisted of investments in unit trusts which had been

designated as available-for-sale investments and had no fixed maturity date or coupon rate.

The fair values of the unit trusts were based on quoted market prices.
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1'7.

18.

INVENTORIES

The Group’s inventories represented fabrics sourced for supplies to manufacturers for their

production of garments for the Group.

TRADE AND BILLS RECEIVABLES

2016 2015

HKS$ HK$

Trade receivables 416,921,474 459,271,381
Bills receivable 46,430,074 46,991,578
Impairment ( 344,802) -
463,006,746 506,262,959

The Group’s trading terms with its customers are mainly on credit, except for new customers, where
payment in advance is normally required. Trade and bills receivables are non-interest-bearing and
are on terms of up to 120 days. The Group seeks to maintain strict control over its outstanding
receivables and overdue balances are reviewed regularly by management. The Group does not hold
any collateral or other credit enhancements over its trade receivable balances. Trade receivables are

non-interest-bearing.

The movements in provision for impairment of trade receivables are as follows:

2015
HK$

2016
HK$
At beginning of year -
Impairment losses recognised (note 5) 344,802
At end of year 344,802

Included in the above provision for impairment of trade receivables is a provision for individually
impaired trade receivables of HK$344,802 (2015: Nil) with a carrying amount before provision of

HK$893,009 (2015: Nil).

The individually impaired trade receivables relate to customers that were in financial difficulties or
were in default in payments and only a portion of the receivables is expected to be recovered.

An aged analysis of the trade receivables that are not individually nor collectively considered to be

impaired is as follows:
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18. TRADE AND BILLS RECEIVABLES (continued)

2016 2015

HKS$ HKS$

Neither past due nor impaired 387,664,409 368,699,587
Past due but not impaired:

Less than one month 50,518,930 67,692,309

One to three months 9,664,468 43,154,743

Over three months 14,610,732 26,716,320

462,458,539 506,262,959

Receivables that were neither past due nor impaired relate to a number of customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers that
have had a good track record with the Group. Based on past experience, the directors of the
Company are of the opinion that no <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>