Discovery Bay City Owners’ Fund

31 March 2012



A

Independent auditor’s report to the Owners of
Discovery Bay City Owners’ Fund (“the Fund”)

We have audited the accounts of the Fund set out on pages 3 to 19, which comprise the
balance sheet as at 31 March 2012, the statement of comprehensive income, statement of
changes in reserves and cash flow statement for the year then ended and a summary of
significant accounting policies and other explanatory information.

Manager’s responsibility for the accounts

The Manager of the Fund is responsible for the preparation of accounts 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 for such internal control as the
Manager determines is necessary to enable the preparation of accounts that are free from
material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these accounts based on our audit. This
report is made solely to you, as a body, in accordance with our agreed terms of
engagement, 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 accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the accounts. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the accounts, whether
due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation of the accounts 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 Manager, as well as evaluating the
overall presentation of the accounts.

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 auditor’s report to the Owners of
Discovery Bay City Owners’ Fund (“the Fund”)
(continued)

Opinion

In our opinion, the accounts give a true and fair view of the state of affairs of the Fund as
at 31 March 2012 and of its surplus and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards.

Use of report

This report is intended solely for the information of, and use by, the owners of the Fund
and is not intended for any other purpose. This report should not be disclosed, referred to
or quoted in whole or in part without our prior written consent.

Gt

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

27 SEP 2012



Discovery Bay City Owners” Fund
Accounts for the year ended 31 March 2012

Statement of comprehensive income

for the year ended 31 March 2012
(Expressed in Hong Kong dollars)

2012 2041
Management Renovation Road Usage Maintenance Cumulative Management Renovation Road Usage Mai) e Cumulative

Note Fund Fund Fund Reserve Srpins Total Fund Fund Fund Reserve Surplus Total
Income
Management fee income 3 b - % - 3 - 8 - $142,109,285  § 142,109,285 § - 8 - 8 - 3 - 5 136,203,761 5 136,203,761
Non-refundable deposit income 627,968 - - - - 627,968 1,116,228 - - - - 1,116,228
Renovation fee income - 14,242 665 - - - 14,242,665 - 28,007,633 - - - 28,007,633
Qther service income - - - - 1,651,158 1,651,158 - - - - 1,547,095 1,547,095
Inicrest income - 196,624 - 1,578,082 1,082,017 3,156,723 - 145,000 - 1,036,331 F27,027 1,708,358
Road usage ircome - - 2,736,046 - - 2,736,046 - - 2,101,643 - - 2,101,643
Other income - - - - 4,140,883 4,140,883 - - - - 3,550,368 3,550,368

$ 627968 5 14439289 $ 2,736,046 $ 1,878,082 $ 148983343  $ 168,664,728 $ LI116228 § 28152633 § 2101643 § 1,036331 5 141,828251  § 174235086

Expenditure

Staff costs 4@ 5 - 5 - 3 - % - % 35740279 § 3574027¢ § - 8 - 5 - % - § 34303,033 $ 34,303,033
Security - - - - 27,802,237 27,802,237 - - - - 23,656,174 23,656,174
Cleaning and pest control - - - - 15,776,323 15,776,323 - - - - 15,134,828 15,134,828
Concierge service - - - - 2,375,886 2,375,386 - - - - 2,289,019 2,289,019
Utilities - - - - 11,795,091 11,795,091 - - - - 11,537,500 11,537,500
Repairs and maintenance - - 302,494 1,587,188 15,030,613 16,920,295 - - 17,688 1,755,615 14,058,851 15,832,154
Landscape expenses - - - - 2,362,007 2,362,097 i - - - - 2,278,168 2,278,168
Depreciation . - - - 646,807 646,807 . - - - 523,204 523,204
Rent and rates - - - - 2,621,058 2,621,058 - - - - 2,417,826 2,417,826
Manager's fee 1 - 686,588 27,128 20,741 6,230,862 6,965,319 - 26,711 100,078 - 6,865,681 6,992,470
Renovation works - 13,375,126 - - - 13,375,126 - 28,035,843 - - - 28,035,843
Other expenses 14,553 1,403,388 240,056 565,090 10,609,713 12,832,800 06,472 1,799,631 92,513 466,328 11,809,338 14,265,282

] 14,553  $ 15465102 § 569,678 § 2,173,019  §130,990,966 § 149213318 § 96472 $ 29862185 § 210279 $ 2222443 $ 124,874,122 § 157,265,501

Surplus/{deficit) and total

comprehensive income for the
year 4 3 613415 § (L,025813) $ 2166368 $  (204937) § 17992377 § 19450410 § 101975 $ (1.,709552) 5 1891364 § (1,186,112) § 16954129 § 16.969.585

The notes on pages 9 to 19 form part of these accounts.



Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Balance sheet at 31 March 2012
(Expressed in Hong Kong dollars)

Note 2012 2011
Non-current asset
Fixed assets 5 $ 2,091,125  § 1,686,186
Current assets
Inventories $ 1,422.944  § 1,363,748
Debtors, other receivables, deposits and
prepayments 10,411,522 12,489,016
Amounts due from Hong Kong Resort
Group Companies 6 1,752,664 1,606,984
Fixed deposits 7 119,999,660 209,301,429
Cash and cash equivalents 8 130,537,530 23,009,295
§ 264,124,320 $ 247,770,472
Current liabilities
Creditors and accrued charges $ 22,066,127 $§ 24,424,832
Amounts due to Hong Kong Resort Group
Companies 6 20,117 354,035
$ 22,086,244 § 24,778,867
Net current assets $§ 242,038,076 $ 222,991,605
Net assets $ 244,129,201 $§ 224,677,791




Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Balance sheet at 31 March 2012 (continued)
(Expressed in Hong Kong dollars)

Note 2012
Reserves 9
Management Fund $ 39,164,275
Renovation Fund 20,533,970
Maintenance Reserve 147,650,371
Cumulative Surplus 36,780,585

2011

$ 41,219,860
12,295,080
137,559,643
33,603,208

$ 244,129,201

$ 224,677,791

Approved and authorised for issue and on behalf of the Manager ong 7 GEP 2012

For and on behalf of MITED
VICES MANAGEMENT LI
S SRR

4

)
)
) Manager
)
)

27 geP 201

The notes on pages 9 to 19 form part of these accounts.



Statement of changes in reserves

for the year ended 31 March 2012
(Expressed in Hong Kong dollars)

Balance at 1 April 2010

Transfers among various
funds

Transfer from
Cumulative Surplus
to Maintenance
Reserve

Total comprehensive
income for the year

Balance at 31 March
2011

Balance at 1 April 2011

Transfers among various
funds

Transfer from
Cumulative Surplus
to Maintenance
Reserve

Total comprehensive
income for the year

Balance at 31 March
2012

Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 20712

Management Renovation Road Maintenance Cumulasive

Fund Fund Usage Fund Reserve Swurplus Total
(Note 9(b)(1))  (Note ¥{b)ii)) (Note ¥(b)(iii)) (Note I(b)(iv))

$ 40200,104 §$ 5108465 $ - $126421,000 3 35978,637 § 207,708,206
- 8,896,167 (1,891,364) (9,228,245) 2223442 -
- - - 21,553,000 (21,553,000) -
1,019,756 (1,709,552) 1,891,364 (1,186,112) 16,954,129 16,969,585
§ 41,219860 § 12295080 $ - $ 137,559,643 $§ 33,603,208 § 224,677,791
3 41,219.860 § 12,295080 § - 5137559643 $§ 33,603,208 § 224,677,791
(2,669,000) 9,264,703 (2,166,368) (7,098,335) 2,669,000 -
- - - 17,484,000 (17,484,000) -
613,415 (1,025,813) 2,166,368 (294,937 17,992,377 19,451,410
§ 39164275 $ 20,533,970 $ - § 147,650,371 § 36,780,585 § 244,129,201

The notes on pages 9 to 19 form part of these accounts.



Cash flow statement

for the year ended 31 March 2012
(Expressed in Hong Kong dollars)

Operating activities
Surplus for the year

Adjustments for:
Depreciation
Interest income
Loss on disposal of fixed assets

Operating surplus before changes in
working capital

(Increase)/decrease in inventories

Decrease/(increase) in debtors, other
receivables, deposits and prepayments

(Decrease)/increase in creditors and accrued
charges

Increase in amounts due from Hong Kong
Resort Group Companies, net

Net cash generated from operating
activities

Investing activities
Payments for the purchase of fixed assets
Interest received

Decrease/(increase) in fixed deposits

Net cash generated from/(used in)
investing activities

Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

2012

$ 19,451,410

2011

$ 16,969,585

646,807 523,204
(3,156,723) (1,708,358)

5 3

$ 16,941,499 § 15,784,434
(59,196) 84,282
2,077,494 (194,708)
(2,358,705) 3,841,800
(479,598) (577,816)

$ 16,121,494

$ 18,937,992

$  (1,051,751)
3,156,723
89,301,769

$  (563,193)
1,708,358
(14,301,429)

$ 91,406,741

$  (13,156,264)




Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Cash flow statement

for the year ended 31 March 2012 (continued)
(Expressed in Hong Kong dollars)

Note 2012 2011
Net increase in cash and cash equivalents $§ 107,528,235 § 5,781,728
Cash and cash equivalents at 1 April
2011/2010 23,009,295 17,227,567
Cash and cash equivalents at 31 March
2012/2011 8 $ 130,537,530 $ 23,009,295

The notes on pages 9 to 19 form part of these accounts,
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Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Notes to the accounts
(Expressed in Hong Kong dollars)

General

The Discovery Bay City Owners’ Fund (the “Fund”) was established under the Deed of
Mutual Covenant dated 30 September 1982 (the “Deed”) which was registered with the
District Lands Office on 10 November 1982, Memorial No. 112018. Discovery Bay
Services Management Limited (the “Manager™) was appointed as manager of the Fund
pursuant to the Deed and was required to fulfil its obligations and duties stipulated in the
Deed. The Manager’s fee is calculated at 5% of the total expenditure as set out in
Section IV Clause C.1 of the Deed.

Significant accounting policies
Statement of compliance

These accounts have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and accounting principles generally accepted in Hong Kong.
A summary of the significant accounting policies adopted by the Fund is set out below.

The HKICPA has issued a number of amendments to HKFRSs and one new
Interpretation that are first effective for the current accounting period of the Fund.
However, the adoption of them has no material impact on the results and financial
position of the Fund.

The Fund has not applied any new standard or interpretation that is not yet effective for
the current accounting period (see note 13).

Basis of preparation of the accounts
The measurement basis used in the preparation of the accounts is the historical cost basis.

The preparation of accounts in conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenditure. The estimates and associated
assumptions are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates.
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Discovery Bay City Owners' Fund
Accotnts for the year ended 31 March 2012

Significant accounting policies (continued)
Basis of preparation of the accounts (continued)

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Fixed assets
Fixed assets are stated at cost less accumulated depreciation and impairment losses.
Depreciation is calculated to write off the cost of items of fixed assets, less their

estimated residual value, if any, using the straight line method over their estimated useful
lives as follows:

- Furniture, fixtures and equipment 3 -5 years
- Plant and machinery 3 -7 years
- Motor vehicles 5 - 10 years

Both the useful life of an asset and its residual value, if any, are reviewed annually.

The carrying amounts of the fixed assets are reviewed for indications of impairment at
each balance sheet date. An impairment loss is recognised to the extent that the carrying
amount of an asset, or the cash-generating unit to which it belongs, is more than its
recoverable amount. The recoverable amount of an asset, or of the cash-generating unit
to which it belongs, is the greater of its fair value less costs to sell and value in use. 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 risk specific to the asset. An impairment loss is reversed if there
has been a favourable change in estimates used to determine the recoverable amount.

Gains or losses arising from the retirement or disposal of an item of fixed assets are
determined as the difference between the net disposal proceeds and the carrying amount
of the item and are recognised in the statement of comprehensive income on the date of
retirement or disposal.

10
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Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Significant accounting policies (continued)
Inventories

Inventories, which mainly consist of spare parts and consumable stores, are carried at the
lower of cost and net realisable value. Cost is calculated using the weighted average cost
formula and comprises all costs of purchase and other costs incurred in bringing the
inventories to their present location and condition. Net realisable value is the estimated
selling price in the ordinary course of business less the estimated costs necessary to make
the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an
expense in the period in which the related revenue is recognised. The amount of any
write-down of inventories to net realisable value and all losses of inventories are
recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs.

Debtors and other receivables

Debtors and other receivables are initially recognised at fair value and thereafter stated at
amortised cost using the effective interest method, less allowance for impairment of
doubtful debts, except where the receivables are interest-free loans made to related parties
without any fixed repayment terms or the effect of discounting would be immaterial. In

such cases, the receivables are stated at cost less allowance for impairment of doubtful
debts.

Impairment losses for bad and doubtful debts are recognised when there is objective
evidence of impairment and are measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the asset’s
original effective interest rate where the effect of discounting is material. Objective
evidence of impairment includes observable data that comes to the attention of the Fund
about events that have an impact on the asset’s estimated future cash flows such as
significant financial difficulty of the debtor.

Impairment losses for debtors and other receivables whose recovery is considered
doubtful but not remote are recorded using an allowance account. When the Fund is
satisfied that recovery is remote, the amount considered irrecoverable is written off
against debtors and others receivables directly and any amounts held in the allowance
account relating to that debt are reversed. Subsequent recoveries of amounts previously
charged to the allowance account are reversed against the allowance account. Other
changes in the allowance account and subsequent recoveries of amounts previously
written off directly are recognised in the statement of comprehensive income.

11
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Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Significant accounting policies (continued)
Creditors and other payables

Creditors and other payables are initially recognised at fair value and subsequently stated
at amortised cost unless the effect of discounting would be immaterial, in which case they
are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, demand deposits with
banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months of maturity at acquisition.

Employee benefits

Salaries, annual bonuses, paid annual leave, contributions to defined contribution
retirement plans and the cost of non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where payment or settlement is
deferred and the effect would be material, these amounts are stated at their present values.

Provisions and contingent liabilities

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

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

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable.
Provided it is probable that the economic benefits will flow to the Fund and the revenue

and costs, if applicable, can be measured reliably, revenue is recognised in the statement
of comprehensive income as follows:

(1) Management fee, renovation fee, non-refundable deposit, road usage and other
service income are recognised on an accruals basis.

(i1) Interest income is recognised as it accrues using the effective interest method.

12
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Discovery Bay City Owners' Fund
Accounts for the year ended 31 March 2012

Significant accounting policies (continued)
Operating lease charges

Where the Fund has the use of assets held under operating leases, payments made under
the leases are charged to the statement of comprehensive income in equal instalments
over the accounting periods covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the statement of comprehensive income as an
integral part of the aggregate net lease payments made. Contingent rentals are charged to
the statement of comprehensive income in the accounting period in which they are
incurred.

Allocation of expenses

Expenses relating specifically to a village or to the water works have been allocated
directly to that village or to the water works. All other expenses have been allocated to
the Discovery Bay City and recharged to the villages, residents club, golf club, marina
club, commercial centres and schools on the basis of management units allocated to each
in accordance with the Deed.

Related parties

(a) A person, or a close member of that person’s family, is related to the Fund if that
person:

(1) has control or joint control over the Fund;
(i1) has significant influence over the Fund; or

(iif) is a member of the key management personnel of the Fund or the Fund’s
parent.

(b) An entity is related to the Fund if any of the following conditions applies:

() The entity and the Fund are members of the same group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).

(i1) One entity is an associate or joint venture of the other entity (or an associate or
joint venture of a member of a group of which the other entity is a member).

(iii) Both entities 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 Fund or an entity related to the Fund.

13
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Discovery Bay City Owners' Fund
Accounts for the year ended 31 March 2012

Significant accounting policies (continued)
Related parties (continued)

(b) An entity is related to the Fund if any of the following conditions applies:
(continued)

(vi) The entity is controlled or jointly controlled by a person identified in (a).
(vil)) 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).

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

Management fee income
Management fee income are calculated and charged to all residential units, residents club,
golf club, marina club, the commercial centres and schools in proportion to the number of

management units allocated.

Surplus/(deficit) for the year

Surplus/(deficit) for the year is arrived at after charging:

2012 2011
Staff costs
Contributions to defined contribution retirement
plan h 1,448,299 § 1,367,036
Salaries, wages and other benefits 34,261,980 32,935,997

§ 35740279 § 34,303,033

Other items
Auditor’s remuneration $ 83,800 § 78,800
Operating lease charges in respect of land and

buildings 2,725,695 2,481,472

14



Fixed assets

Cost:

At 1 April 2010
Additions
Disposals

At 31 March 2011
Depreciation:

At 1 April 2010
Charge for the year
Written back on disposals
At 31 March 2011
Net book value:

At 31 March 2011

Cost:

At 1 April 2011
Additions
Disposals

At 31 March 2012
Depreciation:

At 1 April 2011
Charge for the year
Written back on disposals
At 31 March 2012
Net book value:

At 31 March 2012

Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Furniture,

fixtures and Plant and Motor
equipment machinery vehicles Total

(Note)
§ 1,598,079 $ 3,300,076 $ 2,015,041 6,913,196
180,540 144,303 238,350 563,193
A - (6,800) - (6,800)
$ 1,778,619 $ 3,437,579 § 2,253,391 7,469,589
$ 893828 § 2,652,731 § 1,720,437 5,266,996
222,712 255,848 44,644 523,204
- (6,797) - (6,797)
$ 1,116,540 $ 2,901,782 § 1,765,081 5,783,403
§ 662,079 $§ 535797 $ 488,310 1,686,186
§ 1,778,619 § 3,437,579 § 2,253,391 7,469,589
210,393 471,650 369,708 1,051,751
(24,920) (9,106) - (34,026)
$ 1,964,092 $ 3,900,123 § 2,623,099 8,487,314
$ 1,116,540  $ 2,901,782 $ 1,765,081 5,783,403
258,614 305,889 82,304 646,807
(24,916) (9,105) - (34,021)
$ 1,350,238 § 3,198,566 § 1,847,385 6,396,189
$ 613854 $§ 701,557 $ 775,714 2,091,125

Note: Motor vehicles are registered under the name of the Manager.

15
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Discovery Bay City Owners' Fund
Aceotints for the year ended 31 March 2012

Amounts due from/to Hong Kong Resort Group Companies

The Hong Kong Resort Group Companies represent fellow subsidiaries or related
companies of Hong Kong Resort Company Limited, the immediate holding company of
the Manager. The amounts due from/to Hong Kong Resort Group Companies are
unsecured, interest-free and have no fixed terms of repayment.

Fixed deposits

Fixed deposits represent bank deposits with more than three months of maturity at
acquisition.

Cash and cash equivalents

2012 2011
Deposits with banks $ 125,451,537 § -
Cash at bank and in hand 5,085,993 23,009,295
Cash and cash equivalents $ 130,537,530 $ 23,009,295

Note: The bank accounts are opened under the name of Discovery Bay Services
Management Limited on trust of Discovery Bay City Owners’ Fund and
Discovery Bay Services Management Limited on trust of Discovery Bay City

Owners’ Reserve Fund.
Reserves

Component of the Fund’s capital and reserves

The opening and closing balances of each component of the Fund’s reserves and a
reconciliation between these amounts are set out in the statement of changes in reserves.

Nature and purpose of the reserves

The Management Fund represents deposits and miscellaneous funds received from the
owners of the residential units which are non-refundable. Majority of the balance at the
balance sheet date represents management fee deposits.

The Renovation Fund represents fees received from the owners of certain villages for
current renovations.

The Road Usage Fund represents annual renewal license fees for motor vehicles and

parking fees received from users less any road maintenance fees incurred during the year.
The balance is transferred to Maintenance Reserve on a yearly basis.

16
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Discovery Bay City Owners' Fund
Accounts for the year ended 3] March 2012

Reserves (continued)
Nature and purpose of the reserves (continued)

In accordance with the Deed, certain management fee incurred for the year has to be set
aside and transferred to the Maintenance Reserve. The Maintenance Reserve has been
established in order to provide funds to cover the estimated costs of replacement of
capital items and major repairs and maintenance. The amount to be transferred from
Cumulative Surplus in each year is determined after consultation with the respective
Owners’ Comimittees

Capital management

The Fund’s primary objectives when managing capital are to safeguard the Fund’s ability
to continue as a going concern, so that it can continue to manage Discovery Bay City (the
“City”) and the matters incidental to or connected with the management of the City.

The Fund defines “capital” as including all reserves maintained by the Fund. The Fund
actively and regularly reviews and manages its capital structure to ensure effective use of
reserves and sound financial status of the Fund. The Fund’s overall capital management
strategy remains unchanged from prior year,

Financial risk management and fair values

Potential exposure to credit, liquidity, interest rate and foreign currency risks arises in the
normal course of the Fund’s operations. The Fund exposure to these risks and the
financial risk management policies and practices used by the Fund to manage these risks
are described below.

Credirt risk

The Fund’s credit risk is primarily attributable to bank deposits and management fees
receivable. The Manager has a credit policy in place and the exposure to these credit
risks are monitored on an ongoing basis.

Cash is deposited with financial institutions with sound credit ratings to minimise credit
exposure and the Fund has exposure limit to any single financial institution. Given their
high credit ratings, the Manager does not expect any of these financial institutions will
fail to meet their obligations.

At the balance sheet date, the Fund did not hold any other assets which would expose the
Fund to significant credit risk.

Liquidity risk
The manager’s policy is to regularly monitor its liquidity requirements to ensure that it

maintains sufficient reserves of cash to meet its liquidity requirements in the short and
longer term.

17
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Discovery Bay City Owners’ Fund
Accounts for the year ended 31 March 2012

Financial risk management and fair values (continued)
Liguidity risk (continued)

The earliest settlement dates of the Fund’s financial liabilities at the balance sheet date
are all within one year or on demand and the confractual amounts of the financial
liabilities are all equal to their carrying amounts.

Interest rate risk

At the balance sheet date, the Fund did not hold any assets or liabilities which would
expose the Fund to significant interest rate risk.

Foreign currency risk

The manager has no exposure to foreign currency risk as all of the Fund’s transactions are
denominated in Hong Kong dollars.

Fair values

All financial instruments are carried at amounts not materially different from their fair
values as at 31 March 2011 and 2012.

Commitments
Capital commitments in respect of the purchase of fixed assets, common facilities and

improvement projects outstanding as at 31 March 2012 not provided for in the accounts
were as follows:

2012 2011

Contracted for $ 31,968,664 § 18,153,739

The Fund grants permission to telecommunication companies for installing antenna under
license agreements. The agreements typically run for an initial period of one to three
years.

At 31 March 2012, the total future minimum license fee income under non-cancellable
license agreements are receivable as follows:

2012 2011

Within 1 year $ 500,700 S 516,300
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Material related party transactions

Discovery Bay City Owners’ Fund

Accounts for the year ended 31 March 2012

During the year, the Fund had the following material transactions with Hong Kong Resort

Group Companies:

2012 2011
Management fees received/receivable 4,560,668 4,025,077
Other service fees and charges received/receivable 1,980,086 1,882,533
Rentals paid/payable 1,438,815 1,346,682
Administration and other service charges
paid/payable 2,265,828 2,355,283
Ferry fares paid/payable 616,505 629,371
Manager’s fee paid/payable 6,965,319 6,992,470
Purchase of inventories 103,922 105,435

Possible impact of amendments, new standards and interpretations issued but
not yet effective for the year ended 31 March 2012

Up to the date of issue of these accounts, the HKICPA has issued a number of
amendments, new standards and interpretations which are not yet effective for the year
ended 31 March 2012 and which have not been adopted in these accounts.

The Fund is in the process of making an assessment of what the impact of these
amendments, new standards and interpretations is expected to be in the period of initial
application. So far it has concluded that the adoption of them is unlikely to have a
significant impact on the Fund’s results of operations and financial position.
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Discovery Bay City Owners' Fund
{For management purpose only)

Detailed statement of comprehensive income - Cumulative Surplus

for the year ended 31 March 2012
(Expressed in Hong Kong dollars)

10K, Plca Bijou Nea Commercial
Headland Beack  Parkridge Midvale Parkvale Tillgrove FarMland ~ Feminwle  Greewale  (Reidentiel  La Vina Fhambet La Casta horizan Sienat Sicna Siena Wuter  Centre/Cluln/ 2012 2602
Yiltage Fillage Village Viflage Villoge Viltage Vilfuge Yilfage Village wits) Village Fillage Vidiage Fillege One Tuw d T B Chianti Works Sehoole cy Tolad  Elimination Toral
Income
Management fee
nceme $ B0R1SA0 S 750486 5 SIMISSE S GS9EM § YANED § 4305384 5 IS4 S BB S 1652 5 LII6EI S LIIBSHF S LAANME § 5354304 § 38406 5 7AMI72 § 1720888 5 (2389932 5 15316050 § -5 3,1B605K § - 5 4310285 - 5 LI585
Ciril eloctrical and
medhanical
services - - - - - - - - - - . - - - - - - - - - FTATEIET  TAISIET  (7,130,608) 345,784
Landscnpe sarvioss . - - - - - - . - - - - - - - - - - . . 7,418,352 FAIRISE {7,176,044) 242308
Walet charges - - - - - - . - - - - - - - - . . - Aam03 - - 4472033 (408567 LOR08
Interest incoms 42,555 75,894 35,068 65,153 62,098 72458 17,658 68,645 s %740 19829 8,367 32,613 5392 51942 a6 &5771 183,959 26112 - ke 1,082,047 - 1082017
Sunry noame: 135,668 2720 F&TI6 14,507 32140 3,162 T.E2 353,004 346372 17,519 957 16 253 197752 5467 2RA0 61,020 107,189 233000 - 849,015 4,140,583 - 4,140,483
S KAITE $§ 1SHOTE S 6ISSISE S GUIWIW S BANGO § 4471204 5 LS6HTIY S ALEE005 § (635476 § 2ICLI00 S AIAIAM S 1AILHE 5 SANAS S 5200097 S TIGATEL S XI57343 5 ITSIETS S 1560722 § 4TINS S LIRG05E S ISTISRED S IKGAGNEST § (ITTISELY 8 LEUD345
Expenditere
Stafftosts 5 M461T S 43456 5 33AEE2 S ORI 5 W50 S 7RIS S I6H50 5 LITZETT 5 630,380 § 78586 S 260313 % 25102 5 1SRG S INRIZ S MBI S 75511 § 4011 5 TISI20S -5 -5 WAL 3 574037 § - § 35T
Repairs and
mainteaance 451339 519,698 49,855 1002345 912411 SR4,475 192633 4093050 199,678 IB9.829 997,784 207,095 747,188 925,134 LITLATR 566,780 1,661,672 1912309 374,100 . 2415793 OTEI6  (EAL)  LS0I0613
Security 1,593,146 809,955 &79,636 789,132 1,526,259 &T,5%4 FELE ] 2941298 1,840,388 357,977 737,000 616,402 748395 TI6952 1,382,667 504,873 2815 1,587,991 - - 746,766 27,802,237 - 7R ET
hifitics M2UT 36984 564,614 538,101 857,313 464,451 69358 2,299,603 1,371,189 177,592 629,756 105,303 522,657 541,434 651,001 Er X 1087318 1,103,851 551,193 - 2096164 15209058 (JA0S96T  LLTRS.ON
Clemning and post
comro] 382758 EE%,5LS 699,780 799,062 799584 403,516 166215 1,775,083 1,505,553 T8 94028 135,016 624,776 357,016 766,631 356,393 1,577 1,731,190 1300 - 20746 1577633 - 15,776,323
Landscape
experises 554,184 516,845 BALS 276,651 370,430 8,241 56759 854,445 205,500 18,752 630478 109,208 469,648 115,544 387551 1524939 A1 458,561 50,850 - 2F968 BSMAL (17504) 236097
Manager's fee 144,155 145,497 144,672 173,237 222329 110545 26,086 573,356 349,685 61,197 154421 52,891 133421 152,066 202,707 $5,910 135,675 472,087 105,788 - RSGLHE 6,730,852 - 6130862
tasurance 125818 108,340 54424 0957 4570 43924 16936 274,558 178922 17,960 BT . 47,141 35278 75,848 26,048 91,604 133,619 36058 - 433,500 154120 - 184,211
Cousamables - - - - - - - - - - - - - - - - - - - - A4IMIM 415303 - 41424
Reoland rats . - - - - - - - - - - - - - - - - - R19,760 - 1501298 2,621,058 - 2,621,058
Servioes charges - - - - - . - - - - - - - - - - - . - - PR, 395 998,395 . RIS
rion 3859 3710 1596 6213 11648 3y - 9,207 22450 2,100 5116 . 13,647 s 4611 57 7490 6620 Lgs0 - 9,734 646,307 - HES0T
Medor vehicles
expenses . - - - - - - . - - - . - - - . - AL68Y - - 14374 456033 - 456,033
Printing and
satknery 1450e 7,086 10482 5057 7246 5457 2844 2,692 12,170 113 [ 3507 w03 4614 ins 12302 4292 17,000 3978 - - 245,908 406,621 - 406,21
Concierge service - - - - . - - - - - - . - - - - - 2375886 - - - 2175886 - 25,886
Propaty tix - - . - - - - 28,800 - - - - - 234M8 - - - - 26640 - - 259,455 - 289,488
Auditors”
remencmtion - - - - - - - - - - - - - - - - - - - - £3,500 §3,500 . 23800
Loss ou disposalof
ived assas - - - - - 1 - - - - - . - - - - - - - . 4 5 - 5
Miscellaneons
expenses asoL2 fI¥A]] 4RTIR 60,085 35,782 52,152 9AK7 149,573 T35 9,508 45,561 1607 60931 79,265 sin £923 3,407 04491 20053% - 082555 136,106 {BLIED)  22MYI6
§ 3FLEE S 4007 S IGL0M S 4050 S SZIE 5 2713000 § HEAS2 § M0 S KATHSH 5 LIS S 4234516 S LRIIE T ZMGSTE S JEBEI0 $ 401541 S 2040611 5 SISNEN0 £ 10476410 5 4B S - 5 SEITNGLE § L4ET06550 § (177156149 5 130990506
Addiles
Shareolcity
oxpeases 2,510,261 2,905,485 1809368 2IR5.A12 2,679 54 1356951 ABROE TTWISE SEAGIN 569,081 1,908,461 286,508 136320 589,330 176704 680,743 2702566 796090 - 386058 {44011,763) - - -

Total expenditure $ GOOIAT S RIRASZ 5 SATIMM2 5 624712 S TEIIIIE S 40MS55 3 1246078 § 22000736 § 14515661 8§ 19613 £ 6143277 5 1,569,034 5 490598 § 4512040 §  ATALTISE 5 LTIIES § O IOSELISE £ 10672500 § 2ADEM S LIKA0SK 5 L4TIERSD § L4K06580 § (IT.75614p 5 130500966

SurphisAdeficity
and total
compichensive
income for the

w

3 1651386 S 421586 5 884014 § F506T 5 LSRR S5 402,250 § 86N S (RS 2B S 403,48¢ S MRS EInNns 435550 § TILIST S 26 5 DR S LEIAGT S 148 S 2256271 § - § 1,004,000 § 17992377 § - 13092377

yar
Transfer from

managrment food 50000 56,000 LL,000 15,000 21,500 24000 2000 560,000 70,000 54,000 227,000 37,000 225,000 135,000 54,000 23,000 275,000 - - - - 3,669,000 . 2,660,000
Transfer from.

maimmance

mesonve ta

cumnlative

swpls - - - - - . - - 2,338,000 - - - - + - - - - - - - 2,338,000 - 2235000
Transfer from

cumulative

surphus to

maintenabee

Tesene {1,692,000) (600,0003 (960,600) (20,000)  {3,221,000) (600.000) (3R4000)  {1,200,000)  {2,720.000) (340,000)  {1320,000) {424,003 0600,000) (960.000) (560,000) (192,000p  (1,200,000) (20,000) 42,100,000 - {100,000} {19,522,000} « _ (19,322.000)

‘Not smrplasfidelic)
for the year § ISE6 S HNAAS  (S9I05_ 20067 5 IMAE S UMMMI (51§ (WNGS  DASERE § 151466 § 506 S GEATISHS 10550 5 (TRAN)S  (SSOTHS  (1IS0IS A7 S IZMIW S MS6ITL -5 -5 nmans -5 3Iman
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