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Management’s Report

On behalf of the board of directors (the “Board”) of China
Environmental Resources Group Limited (the “Company”), | am
pleased to present the Annual Report 2017 and the audited
consolidated financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year
ended 30 June 2017.

BUSINESS AND OPERATION REVIEW

The Group is currently engaged in motor trading, car parking
spaces rental, money lending business and securities trading and
investment business. The Group has been continuing to explore
new business opportunities for corporate development and
dedicates to develop sustainable current business.

The Group operates approximately 30,000 mu (Chinese Mu) of the
plantation in Shihezi City, Xinjiang. The underground water level of
the region dropped drastically in recent years due to over-
exploitation of farmland, resulting in a shortage of water resources.
The irrigation in Xinjiang relies heavily on underground water,
because the supply of surface water is far below the demand for
plantation irrigation, thus creating difficulties for hydraulic
engineering projects for plantation areas and driving up the
operating costs.

As the construction industry in China is shrinking, the demand for
housing construction materials decreases and the prices of timber
are going downward in short-term. Therefore, the Group adopted
a conservative investment approach towards its plantation
management, under which the Group reduced its investment in
reforestation and only conducted basic maintenance measures.

The Group through its wholly-owned subsidiary acquired 80%
share capital of a company which owns industrial properties which
comprise 2 parcels of land with a site area of about 72,335.99 sq.
m. and various buildings and ancillary structures erected thereon
with a total gross floor area of approximately 28,814.66 sq. m.
located at Longchuanzhou, Renzhou Village, Shatian, Dongguan
City, Guangdong Province, the PRC on 6 June 2017.

The Group owns 95 car parking spaces located in Kennedy Town,
Hong Kong. In view of recent surge in real property market price
in Hong Kong, the prospect of car parking spaces in Hong Kong
remain positive. The car parking spaces rental provides a stable
income to the Group.

China Environmental Resources Group Limited 2017 Annual Report
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Management’s Report

The Group has launched its motor trading business on 10 August
2015 by introducing the world’s first road legal, within a
captivating package of formula car-inspired technology remarkable
performance, breath-taking design and ultra light-weight single seat
supercar “BAC Mono"”. The Group also launched its trading in a
United Kingdom motorcycle marque “Norton” which is highly
regarded road motorcycle and an Italian motorcycle brand
“Bimota” which creates its motorcycles with finest materials and
craftsmenship. During the year, the Group became an authorised
distributor of a famous motorcycle component manufacturer
“Ohlins” which produces shock absorbers, front forks and steering
dampers.

Although global economy will still be uncertain and volatile in
coming vyears, the luxury goods market, especially the supercar
segment is stable and rising. The Group is of the view that the
motor trading business will bring positive contribution to the Group
and will allocate appropriate resource to further develop this
business segment.

For the financial year ended 30 June 2017, turnover of the Group
increased by 4.5% to approximately HK$13.97 million with gross
profit of approximately HK$7.22 million, an increase of 40%. Loss
for the year amounted to HK$49.09 million mainly attributed to
gain on deregistration of a subsidiary, other income, the net loss
on fair value changes on financial assets at fair value through profit
or loss and the loss arising from changes in fair value less costs to
sell of biological assets.

BIOLOGICAL ASSETS

In the process of valuing the biological assets, Roma adopted the
Market-Based Approach to estimate the fair value of the biological
assets. The fair value of the biological assets was computed using
the formula:

The fair value of biological assets = (Total volume of standing
timbers x Recovery rate) x Market price of timber — Cutting cost +
Scrap sale income

According to REEEHERE prepared by Forestry Manager,
random sampling has been performed on 30 June 2017, in order
to estimate the total volume of standing timbers on the Plantation
Land based on “HEA R HEFME] EKELRARMIER GB/T 4814-
2013". During the sampling process, there were 20 sampling areas
with an area of about 0.5 Mu. The following inputs have been
adopted in this valuation based on the opinions as stated in & %
& FEEER S prepared by Forestry Manager:

o Total volume of standing timbers = 815,500 m?3

o Recovery rate = 80%
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§H[BAC Mono] BB R B E - HIMNE =
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[Bmotal JE THEHEH - Z A NaMEHE
ENER LR - FIBOEZ R K
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Management’s Report

o Cutting cost = 5% of revenue
o Scrap sale income = 5% of revenue

With reference to observable market price of timber of similar
species in China, the adopted market price was RMB674 per cubic
meter.

To determine how the different values of an independent variable
would impact a particular dependent variable under a given set of
assumptions, Roma carried out sensitivity analysis on the fair value
of the biological assets in respect of the recovery rate and adopted
market price. The results of the sensitivity analysis are as follows:

o MK A=Wz Z5%
s ERIHEWA=WzmZ5%

R2ERBERBAN 2T BEME - K
MTEREILHRKAREEI4T

REETR—HEFEBRRTBREETE#EZ
BETRAHE - KHEEFBEITE EFH
BRERKERFRATEHENEERR
BEETHERESN SRESTERD
T

Absolute Change in Recovery Rate Applied Recovery Rate

Fair Value of the Biological Asset

RS HEHE Pt A #R W & EMEELARE
(RMB)
(AR#)
+10% 90% 494,499,000
+5% 85% 467,027,000
0% 80% 439,555,000
-5% 75% 412,082,000
-10% 70% 384,610,000

% Change in Adopted Market Price  Adopted Market Price

Fair Value of the Biological Asset

iR ESE P 4% ) i (B EMEELARE
(RMB/m?) (RMB)

By (BIKZRKARE) (AR#)
+10% 74 483,510,000
+5% 707 461,532,000
0% 674 439,555,000
-5% 640 417,577,000
-10% 606 395,599,000

The directors are of the view that the fair value of the biological
assets are under a significant impact from changes in market price
per m*® of logs. If the market price per m® of logs increases/
decreases, the fair value of the biological assets would be higher/
lower proportionately, holding other inputs and assumptions used
in the valuation techniques remained unchanged.

During the financial year ended 30 June 2017, the Group
recognised aggregate losses arising from the major non-current
assets of approximately HK$38 million (2016: HK$51 million). This
represents the combined effect of the amortisation of intangible
assets and the loss arising from changes in fair value less costs to
sell of biological assets.

EEZRA EVEEAAREREIY SRR
AMEEPMZINEAFE - £HERD

T MBI AKRATERL N, B - Bl
EMBEENRAERSZLAIEN KD

REE-ZT—+EA=1THIHKREE
AEBRRARETEIIRDEEEHIEE
%8 #4938,000,000/8 (= & — N F:
51,000,000/ 70)  RERBMEEFLEERE
MEERARBEEBRMEERAELE ZEIE

ZEHEE -
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Management’s Report

MOTOR TRADING

Trading of Motor was slightly underperformed as compared to last
year due to some minor changes on certain specification of BAC
Mono and, thus, caused late delivery. The changes were driven
specially for the purpose of fulfiiment of vehicle examination
requirement imposed by Transport Department of HKSAR. BAC
Mono successfully obtained vehicle registration license which made
BAC Mono officially road legally in Hong Kong. The Group is in
the process of applying an importer license so that BAC Mono can
directly import from UK to HK through our distribution. The Group
is optimistic on the sale of BAC Mono a significant growth in
coming future.

As a result of launching marketing campaigns and membership
program by the Group, trading of motorcycle was in an uptrend
and also had a chain effect of bringing an increase in motorcycle
accessories sales.

The Group became an authorized distributor of “Ohlins” which is a
very famous and highly recognized motorcycle component
manufacturer for shock absorbers, front forks and steering
dampers. Sales and trading of “Ohlins” products start in October
2016 and had already demonstrated, being a viable and sustainable
business which generated a significant part of revenue in the
motorcycles accessories sales.

For the financial year ended 30 June 2017, the revenue from
trading of motor vehicles and motorcycles recorded HK$8.43 million
(2016: 9.68 million).

CAR PARKING SPACES RENTAL

The car parking spaces continue to provide a stable income and
cash flow to the Group during the year ended 30 June 2017. In
view of the continuous appreciation of car parking spaces valuation
and rental income in the market, the Group is considering to
refurbish the car parking spaces to enhance the value and rental
and/or operate the car parking spaces by the Group itself to
enhance the rental revenue. For the financial year ended 30 June
2017, rental income recorded was approximately HK$3.57 million
(2016: HK$3.36 million).

MONEY LENDING BUSINESS

Benefited from the tightened policy of regulated financial institutes
in relation to financial service provision, money lender plays an
important role to provide financing to the market and as a result,
money lending business has recorded significant improvement as
compared to 2016. The Group will balance internal resources to
different business segment and will continue to operate the money
lending business with internally generated cash flow. For the
financial year ended 30 June 2017, loan interest income recorded
approximately HK$1.97 million (2016: HK$0.33 million).

AEEE

A BAC MonoM & TRME A L& - &
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2 /& & & A B & i &g Kk - BAC Monofk
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REBEENTE AEERERFAOR
F2HR - :EBAC MonofEBm Mo @ HiEB
FEEEOES o KEMMEBAC Mono kA K
HEBIEAREE R KR L8 -
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A EERE -

REBE R A[Ohlins ] (R ED $87 [Ohlins
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B E R A Wz -
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H(ZT—7X4F 19,680,000/ 7T) °

FEHEEES

BE-_Z—+FA=Z=1THILFE 8
NMEBLEAEEREREBTRARER SR
2 BREEMGBEETSES W AT
EH AEBEEEREBHIEEM  ZAE
EBENHEE R/ SBEAEEETLERE
- BMBEERA -BE=_ZT—tEF XA
“tHLEFBREE H8HSK ALY
3,570,0007% jt (= & — /X 4F : 3,360,000/5
JT) °

BEES

XERIZHAETERBRRERETBERED
BEHEBR BREAREBTMSREREES
EZAG Al BEEBR TR F
BREBRNBHE AEEBEFETRELS
HMOAHER  UTHEFEEARNBEERE
MEEEEXER - HE2—_T—LtF A=
THRHEVBREFESHSERMNBEW AL
1,970,000 JT(= & — 7% 4 : 330,000/
JT) °

TRRFEEREEARAT —ZT—tEFRH 07

BNl o

AN ‘“\(‘ \‘““‘HA Tl '|“ ’““' u'\ wo A’)“’D“ '))“’ Py '



08
\ 111 TR

Management’s Report

TRADING AND INVESTMENT BUSINESS

For the financial year ended 30 June 2017, the net loss on fair
value changes on financial assets at fair value through profit or loss
recorded HK$0.95 million (2016: net loss HK$33.16 million).

INVESTMENT PROPERTY IN THE PRC

During the year ended 30 June 2017, the Group has acquired
industrial properties in Dongguan City, the PRC. The Group
considers that the Belt and Road Initiative promoted by the Central
Government of the PRC and the Guangdong-Hong Kong-Macao
Greater Bay Area concept will support economic development of
the Dongguan City as an international trade hub in the Southern
China.

Central Government of the PRC has been energetically promoting
the Belt and Road Initiative and the recent announcement on the
Guangdong-Hong Kong-Macao Greater Bay Area concept speeds
up the urban renewal development of industrial area in
Guangdong Province after the launch of marco-control in real
estate market in last 5 years.

In this regard, Donggun City has actively pursued policies of " =%
E R TR T which allow relaxation of restriction of the existing
usage of land from industrial usage to a mix of industrial,
commercial and residential usage and allow upward adjustment of
plot ratio of industrial land. These policies enhance the value of
industrial land and increase the flexibility of redevelopment of
industrial properties.

The Group is considering to appoint a consultant for conduct a
feasibility study on possible redevelopment of the land and the
industrial properties and regards this is a good opportunity for the
Group to initiate into real estate market in the PRC.

PLANTATION PRODUCT

There was no revenue on the sale of plantation products for the
year (2016: Nil).

For the financial year ended 30 June 2017, the growth and the
volume of the biological assets were affected by the shortage of
underground water in the region. The Group recorded the
decrease by 7.5% to approximately HK$506.02 million (2016:
approximately HK$547.22 million) in the fair value of the poplar
trees of biological assets. The Group considers that the decreases
are non-cash in nature and will not have material adverse effect on
the financial position of the Group.

China Environmental Resources Group Limited 2017 Annual Report
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Management’s Report

GREEN TECHNOLOGY

There was no revenue on the green technology segment for the
year (2016: Nil).

PROSPECTS

Looking forward, the economic outlook is still full of uncertainty
and world-wide global terrorist attacks and heightened trade
barriers make the business environment become challenging.

After years of efforts, motor trading has been on the right track
and has grown as part of core businesses of and generates major
revenue to the Group. Upon BAC Mono being successfully
registered as a road legal supercar in Hong Kong, the Group starts
a series of marketing campaign in Hong Kong and the PRC and
has initiated process to become a registered importer and
distributor in Hong Kong. In view of the huge consumer market in
the PRC, the Group will introduce BAC Mono in the PRC market
and make it road legal in the PRC also. The Group is optimistic on
the development of BAC Mono and will keep closer cooperation
with BAC London and expects a significant increase in sale of BAC
Mono.

In the end of 2016, the Group became an authorized distributor of
a popular and preferred brand of motorcycle shock absorber
“Ohlins” and has been actively involved in the business of
installation, repair and sales of this component since earlier of
2017. “Ohlins” is the brand that racing teams or passionate
enthusiast riders or drivers are searching for a better functioning
suspension unit on his bike and the Group expects continuous
growth of sales of component. Being an authorized distributor of
“Ohlins” also has a side effect of pushing up on sales in
motorcycle and motorcycle accessories.

The Group will continue to introduce different luxury brands of
supercar, motorcycle and components in Asian market.

With the effects of Belt and Road initiatives and the recent
announcement in the Guangdong-Hong Kong-Macau Greater Bay
concept, "= EM&E" and "T 2 T" policies offer an opportunity
to the Group for a better use of our investment properties and an
enhancement of potential valuation of the land. These policies
release land resource and relax of restriction of land usage. The
number of applications for "= & #" and "I ®IT” and
approved developments in Dongguan and Shenzhen cities has been
rapidly increased.
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We believe that the Central Government of the PRC keeps offering
preferential policies for revival of old town to facilitate the
development of the Belt and Road and the Guangdong-Hong
Kong-Macau Greater Bay. The Group has conducted an internal
study and considered that our investment property at Dogguan falls
within the "= &gk " and "L IL" policies. The Group is
considering to appoint a consultant to conduct a detailed feasibility
study and expects concrete development is highly likely in 2018.
The Group will take this opportunity to enter into real estate
market in the PRC and broaden the business segment of the
Group.

The Group had organised a team to review existing resources and
material within the Group and to study related market information
and condition in order to explore the opportunity to revive the
green technology business and to plan a feasible direction on
green technology business.

Although the Group adopted a conservative investment approach
towards its plantation management, the Group has started a
compressive review of various methods in order to have a better
use of the plantation asset.

It has been the business strategy of the Group to proactively seek
potential investment opportunities in order to enhance value of the
shareholders of the Company. The directors of the Company
consider that it is beneficial for the Group to seek suitable
investment opportunities from time to time to diversify its existing
business portfolio into new line of business with growth potential
and to broaden its source of income.

FINANCIAL REVIEW

For the year ended 30 June 2017, the Group recorded a
consolidated revenue at approximately HK$13.97 million (2016:
approximately HK$13.37 million), representing an increase of 4.5%
as compared with the year ended 30 June 2016 (the “Previous
Year”). The Group’s gross profit increased by 40.2% to
approximately HK$7.22 million (2016: approximately HK$5.15
million). The increase in both consolidated revenue and gross profit
were mainly due to the newly launched motor trading business and
money lending business.

The loss for the year decreased to approximately HK$49.09 million
from Previous Year's loss of approximately HK$106.89 million.

China Environmental Resources Group Limited 2017 Annual Report
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Management’s Report

In calculating the Group’s consolidated net loss, the administrative
and operating expenses of approximately HK$42.76 million (2016:
approximately HK$49.3 million) included major items, such as staff
costs of approximately HK$10.95 million, depreciation of
approximately HK$6.84 million, amortisation of intangible assets of
approximately HK$4.79 million, auditor’'s remuneration of
approximately HK$0.85 million, operating leases charges of
approximately HK$3.92 million and forestry maintenance fee of
HK$5 million charged by the Group’s forestry manager.

Finance costs of approximately HK$0.16 million (2016:
approximately HK$0.66 million) were mainly recorded for interests
on promissory note. Income tax credit of approximately HK$9.24
million (2016: approximately HK$16.70 million) was mainly due to
deferred tax credit of approximately HK$9.52 million (2016:
approximately HK$17.10 million).

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2017, the total assets of the Group was
approximately HK$977.81 million (2016: approximately HK$998.93
million), including cash and bank balances of approximately
HK$13.02 million (2016: approximately HK$81.36 million). The
directors of the Company are of the view that the Group has
sufficient working capital to finance its operations and to meet its
financial obligations as and when they fall due in the foreseeable
future.

CAPITAL RAISING AND EXPENDITURE

As at 30 June 2017, details of movements in the issued share
capital of the Company is stated in note 29 to the consolidated
financial statements.

BUSINESS ACQUISITION AND DISPOSAL

The Group had acquired a target group on 6 June 2017 with a
consideration of HK$60 million which was satisfied by HK$30
million cash and the issue of HK$30 million of promissory note by
the Company. Full details of the acquisition are set out in the
Company’s announcement dated 7 June 2017. Save as disclosed
above, the Group had neither any material acquisition nor disposal
during the year.

EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2017, the Group had 26 employees (2016: 27
employees) in both Hong Kong and the PRC. The Group
implements remuneration policy, bonus and share options scheme
to ensure that pay scales of its employees are rewarded on a
performance-related basis within the general framework of the
Group’s remuneration.
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Management’s Report

CHARGES ON THE GROUP ASSETS

As at 30 June 2017, there was no charge on the Group's assets
(2016: Nil).

DIVIDEND

The directors of the Company do not recommend the payment of
any dividend in respect of the year ended 30 June 2017 (2016:
Nil).

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

Since most of the transactions, income and expenditure of the
Group are denominated in Great British Pound, Renminbi (“RMB")
and Hong Kong dollar, no hedging or other arrangements to
reduce the currency risk have been implemented.

CONTINGENT LIABILITIES

As at 30 June 2017, the directors of the Company are not aware
of any material contingent liabilities.

Yeung Chi Hang
Chairman

Hong Kong, 26 September 2017
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Biographical Details of Directors

EXECUTIVE DIRECTORS

Mr. Yeung Chi Hang, aged 38, was appointed as Executive
Director on 16 January 2014. Mr. Yeung also was appointed as the
Chairman and chief executive officer of the Company on 27
January 2015. Mr. Yeung is also a substantial shareholder of the
Company. Mr. Yeung studied at Camosun College, Canada. He has
over 10 years of experience in investment, hotel management and
in operating entertainment businesses.

Mr. Leung Kwong Choi, aged 61, was appointed as Executive
Director on 6 October 2008. He is also the Chairman of the
investment committee of the Company. Mr. Leung holds a Bachelor
of Social Science Degree from the Chinese University of Hong
Kong. He had been working for 10 years in the marketing
department of Hang Lung Development Ltd. since graduation. Mr.
Leung had also served the positions of executive director of Top
Glory Holdings Ltd., China Food Ltd. and Cheung Tai Hong
Holdings Ltd., all of which are companies with shares listed on The
Stock Exchange of Hong Kong Limited. Mr. Leung has over 28
years of real estate and business experience in Hong Kong and the
PRC concentrating in property investment and development,
acquisition and merger, deal marking and investment projects
arrangement. Mr. Leung is currently an independent non-executive
director of Top Spring International Holdings Limited (stock code:
3688).

Mr. Wong Po Keung, aged 46, was appointed as Executive
Director on 30 September 2013. He is also the director of certain
subsidiaries of the Company, the financial controller and a member
of the investment committee of the Company. Mr. Wong holds a
Master degree in business administration from the University of
South Australia. He is a fellow member of both the Association of
Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants. He has ample experience in auditing,
accounting, financial management and company secretarial
practices in respect of listed companies.
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Biographical Details of Directors

Mr. Chung Siu Wah, aged 60, was appointed as Executive
Director on 14 August 2014. Mr. Chung started his career in 1976
by joining the Hong Kong Government as a Customs Inspector. He
obtained his law degree with honour at the University of London
in 1986 and further obtained his Postgraduate Certificate of Laws
at University of Hong Kong in 1987. He resigned from the Customs
and Excise Department in 1987 and started his legal career. He has
been a solicitor practicing in Hong Kong since 1989. He joined
Messer. Tony Kan & Co. in 1987 and became a partner in 1992,
He retired from the partnership in 2004 but continues to associate
with the law firm as a consultant till now. Mr. Chung has over 8
year experience in the hotel, gaming and entertainment industry.
Mr. Chung has also experience in the management of listed
company at Hong Kong. He was appointed as an executive director
of Daido Group Limited (stock code: 544) for the period from 9
September 2011 to 5 August 2013.

Mr. Chik To Pan, aged 38, was appointed as Executive Director on
16 April 2016. He is the director of one of the subsidiary of the
Company. Mr. Chik has wide experience in licensing of karaoke
music products, operating entertainment businesses and wedding
service business. Mr. Chik has also experience in the management
of listed company at Hong Kong. He was appointed as an
executive director of United Power Investment Limited (now named
as Culture Landmark Investment Limited) (a company listed on the
Main Board of the Stock Exchange) (stock code: 674) for the
period from 8 March 2005 to 24 January 2008.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wong Kwai Sang, aged 65, was appointed as an
Independent Non-executive Director on 2 March 2009. He is also a
member of the audit committee, remuneration committee and
nomination committee of the Company. Mr. Wong had been an
Independent Non-executive Director, member of audit committee
and member of remuneration committee of the Company since 3
July 2002. He resigned on 4 July 2008 as he himself had a long
term personal assignment stationed in Shanghai. Mr. Wong had
completed his assignment in Shanghai and returned to Hong Kong.
He holds a Bachelor of Social Sciences degree from the University
of Hong Kong. He is a property consultant and a fellow member
of the Hong Kong Institute of Real Estate Administrators and the
Australian Institute of Building respectively.
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Biographical Details of Directors

Mr. Ong Chi King, aged 44, was appointed as Independent Non-
executive Director on 27 January 2014. He is also the chairman of
audit committee, nomination committee and remuneration
committee. Mr. Ong is a member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. Mr. Ong received a
bachelor’s degree in business administration from The Hong Kong
University of Science and Technology and a master’s degree in
corporate finance from The Hong Kong Polytechnic University. Mr,
Ong has more than 20 years of experience in accounting, finance
and company secretarial fields and held senior positions in finance
and company secretarial departments in various listed companies
listed on the Main Board of the Stock Exchange. Mr. Ong is
currently an executive director of Deson Construction International
Holdings Limited (stock code: 8268). Mr. Ong is also an
independent non- executive director of Hong Kong Education (Int'l)
Investments Limited (stock code: 1082) and Larry Jewelry
International Company Limited (stock code: 8351). He resigned as
independent non-executive director of KSL Holdings Limited (stock
code: 8170), King Force Group Holdings Limited (stock code:
8315), Wan Kei Group Holdings Limited (stock code: 1718), WLS
Holdings Limited (stock code: 8021) and Capital VC Limited (stock
code: 2324) with effect from 2 June 2016, 19 September 2016, 8
March 2017, 29 March 2017 and 31 March 2017, respectively.

Mr. Ong was a director of Fitness Concept International Holdings
Limited prior to its dissolution. The said company was incorporated
in the Cayman Islands and was dissolved on 30 June 2005 by
striking off due to cessation of business.

Mr. Heung Chee Hang, Eric, aged 49, was appointed as
Independent Non-executive Director on 16 January 2015. He is also
a member of audit committee, remuneration committee and
nomination committee. He is a qualified solicitor admitted to the
Supreme Court of Hong Kong and a Civil Celebrant of Marriages.
Mr. Heung received a bachelor’s degree in Law from University of
Leicester England. He has more than 22 years of experience in the
legal profession.

Mr. Heung is presently a partner of Messrs. Tung, Ng, Tse &
Heung, an independent non-executive director of Zhong Fa Zhan
Holdings Limited (stock code: 475), director of Lions Education
Foundation, director of Lions Clubs of Kwai Tsing HKSAR and
committee legal adviser of the Association of the Hong Kong
Members of Shandong’s Chinese People’s Political Consultative
Conference. He was appointed as an independent non-executive
director of Gold Tat Group International Limited (stock code: 8266)
for the period from 18 August 2000 to 3 March 2015.
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Report of the Directors

The Board has pleasure to present their annual report together
with the audited consolidated financial statements of the Group for
the year ended 30 June 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Group is principally engaged in motor trading, car parking spaces
rental, money lending business, securities trading and investment
business and the business of research, development and application
of technologies and solutions, manufacture, sale, trading and
distribution of products, materials systems and services for green
market segments including the environmental markets, agricultural
markets, organic markets, green medical markets, green technology
markets in the PRC market and overseas.

PARTICULARS OF SUBSIDIARIES

Particulars of principal subsidiaries of the Company are set out in
note 37 on pages 129 to 131 of the financial statements.

RESULTS

The results of the Group for the year ended 30 June 2017 are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 62 to 63.

BUSINESS REVIEW

The business review of the Group and an analysis of the Group’s
performance during the year using financial key performance
indicators are set out in the section headed “Management’'s
Report” on pages 4 to 12 of this annual report.

Description of possible risks and uncertainties that the Group may
be facing can be found in the section headed “Management’s
Report” and Note 5 to the consolidated financial statements on
pages 88 to 92 of this annual report.

DIVIDEND

The Board does not recommend the payment of a dividend for the
year ended 30 June 2017 (2016: Nil).

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the entitlement of the shareholders
of the Company to attend and vote at the annual general meeting,
the register of members of the Company will be closed from
Friday, 3 November 2017 to Wednesday, 8 November 2017 (both
days inclusive), during which period no transfer of share(s) will be
effected. In order to be eligible to attend and vote at the annual
general meeting, all transfers documents, accompanied by the
relevant share certificates, must be lodged with Union Registrars

China Environmental Resources Group Limited 2017 Annual Report
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Report of the Directors

Limited, the branch share registrar and transfer office of the
Company in Hong Kong, at Suites 3301-04, 33/F., Two Chinachem
Exchange Square, 338 King's Road, North Point, Hong Kong for
registration not later than 4:30 p.m. on Thursday, 2 November
2017.

SEGMENTS INFORMATION

An analysis of the Group’s revenue and contribution to results by
operating segments for the financial year is set out in Note 8 to
the consolidated financial statements.

SHARE CAPITAL
Movement of share capital during the year

Details of the share capital of the Company and its movement
during the year ended 30 June 2017 are set out in Note 29 of the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year are
set out in the consolidated statement of changes in equity on
page 66.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 30 June 2017 amounted
to HK$675.33 million. Under section 34 of the Companies Law
(Revised) of the Cayman Islands, the share premium is available for
distribution to the Shareholders subject to the provisions of the
articles of association of the Company (the “Articles of
Association”), and no distribution may be paid to the Shareholders
out of the Company’s share premium unless the Company shall be
able to pay its debt as they fall due in the ordinary course of
business.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the
year are set out in Note 16 to the consolidated financial
statements.
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Report of the Directors

DIRECTORS

The Directors during the financial year and up to date of this
report were:

Executive Directors

Mr. Yeung Chi Hang
Mr. Leung Kwong Choi
Mr. Wong Po Keung
Mr. Chung Siu Wah
Mr. Chik To Pan

Independent Non-executive Directors

Mr. Wong Kwai Sang
Mr. Ong Chi King
Mr. Heung Chee Hang, Eric

Pursuant to the Articles of Association, Mr. Wong Po Keung, Mr.
Chung Siu Wah and Mr. Heung Chee Hang, Eric being the existing
Directors longest in office since their last re-election, will retire by
rotation and being eligible offer themselves for re-election.

No Director being proposed for re-election at the forthcoming
annual general meeting of the Company has a service contract
which is not determinable by the Company and its subsidiaries
within one year without payment of compensation, other than
statutory compensation.

The Company has received, from each of Independent Non-
executive Director, a written annual confirmation of his
independence pursuant to Rule 3.13 of the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock Exchange.
The nomination committee of the Company and the Board
considered that all Independent Non-executive Directors are
independent.

China Environmental Resources Group Limited 2017 Annual Report
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Report of the Directors

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions held by each
Director and chief executive of the Company and their associates in
shares, underlying shares or debentures of the Company or any of
its associated corporation, if any, (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFQ")), as recorded in
the resister required to be kept by the Company under Section 352
of the SFO or otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 of the Listing Rules were as follows:

Long positions in shares and underlying shares of the
Company
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X ASRG HRKRGHE

Total interests

as to % to

the issued

Interests share capital

under as at 30 June

Capacity in which Interests equity Total 2017

Name of Director interests are held in shares derivatives interests (Note)

NR-ZE—tF

~A=+H

EiREHE

R A EE BT

FTHEIR BEERZEDEH

EEHA BEERZSH % 3 HE 25 ZHELS IR H (Bft &%)

Mr. Yeung Chi Hong Beneficial owner 187,500,000 14,142,817 201,642,817 11.88%
BEELE EmEAA

Mr. Wong Po Keung Beneficial owner — 14,142,817 14,142,817 0.83%
=R AE ExnEAA

Mr. Chung Siu Wah Beneficial owner — 14,142,817 14,142,817 0.83%
EOREEEE E=EAA

Mr. Chik To Pan Beneficial owner — 14,142,817 14,142,817 0.83%
BB ST En#EAA

Note: B &

BRESHIZR-TE—tFNA=THARRABHEIT
A& 7X1,697,138,114 % A EEE o

The percentage of shareholding was calculated on the basis of the Company’s
issued share capital of 1,697,138,114 shares as at 30 June 2017.
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Save as disclosed above, as at 30 June 2017, none of the
Directors, chief executive of the Company or their respective
associates had any other personal, family, corporate and other
interests or short positions in shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SHARE OPTION SCHEME
(i) 2015 Share Option Scheme

The shareholders of the Company approved the adoption of
a new share option scheme on 11 November 2015 (the
“2015 Share Option Scheme”). The purpose of the 2015
Share Option Scheme is to provide the Group with a flexible
means of giving incentive to, rewarding, remunerating and or
providing benefits to the eligible persons and to provide the
eligible persons with all opportunity to acquire a personal
stake in the Group and to build common objectives of the
Group and the eligible persons for the betterment of business
and profitability of the Group and the Shareholders as a
whole. The 2015 Share Option Scheme shall be valid and
effective for a period of 10 years from its adoption. An
ordinary resolution was passed at the extraordinary general
meeting held on 29 July 2016 to refresh the scheme mandate
limit under the 2015 Share Option Scheme. Based on
1,697,138,114 shares in issue of the Company as at the date
of passing the ordinary resolution, the Company is allowed to
grant further options under the 2015 Share Option Scheme
for subscription of up to a total of 169,713,811 shares,
representing 10% of the shares in issue of the Company as
at the date of passing the ordinary resolution and as at the
date of this report. The particulars relating to the 2015 Share
Option Scheme and valuation of options are set out in Note
30 to the consolidated financial statements.
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Report of the Directors

gl /

The following table set out movements in the Company's TFXREINBE-_ZT—HAFEREFEICRK
shares options granted under the 2015 Share Options Scheme HZ AR RBERE 2 FRNEH
during the year:

Number of Share Options

BRiEYE
As at As at
Exercise 1 July 30 June
Category Date of grant price Exercisable period 2016 Granted Exercised Cancelled Lapsed 2017
R-B—-RE R-B—-t%
L] RHEEH THEE TEH tA-H =541 EfTE 53] SR ~A=+H
(HKS)
(&)
Directors
B
Yeung Chi Hang 22 April 2016 0.2064 22 April 2016-21 April 2026 14,142,817 — — — — 14,142,817
mEE ZE-KF —ET-AFWNAZ+ZEBE
mA=+=A —E-RfmA=+—-H
Wong Po Keung 22 April 2016 0.2064 22 April 2016-21 April 2026 14,142,817 — — — — 14,142,817
ERAE —ZE-KF —ZT-A"FWNAZ+=BE
mA=+=A —E-RfmA=+—H
Chung Siu Wah 22 April 2016 0.2064 22 April 2016-21 April 2026 14,142,817 — — — — 14,142,817
A ZE-KF TR EMAZ+t=HZE
mA=+=A R RFfmA=+—H
Chik To Pan 22 April 2016 0.2064 22 April 2016-21 April 2026 14,142,817 — — — — 14,142,817
B —ZE-KF —ET-A"FWNAZ+ZEBE
mA=+=A —E-RFfmA=+—H
Employee 22 April 2016 0.2064 22 April 2016-21 April 2026 14,142,817 — — — — 14,142,817
&8 —ZE—RF —T-AFWNAZ+ZBE
mA=+=A —E-RFfmA=+—H
Total 70,714,085 — — — — 70,714,085

The closing price of the Company's shares immediately AN A] 55 8 B4 5 ) B B AT 2 B 03
before the date of grant of the options was HK$0.202. & 450.2028 7T °

As at 30 June 2017, options to subscribe for an aggregate of R-—F—tFRXA=1H ARBARF
70,714,085 shares of the Company were outstanding, &3£70,714,085/ {0 2 B8 AR RIEFT(E
representing 4.17% of the shares in issue of the Company as HARRRARE B H417% 2 HITRD
at the date of this report.

No option was granted, exercised, cancelled or lapsed during Bt & A 4B 30 F W iE ~ 171E ~ SE 3L
the year. KR -
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SUBSTANTIAL SHAREHOLDERS" INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the following persons, other than Directors or
chief executive of the Company, were interested or had short
positions in more than 5% of shares and underlying shares of the
Company or its subsidiaries according to the register required to be
kept under Section 336 of the SFO as follows:

Long positions in shares and underlying shares of the
Company

FERRRIRG - HERBRES
2R

REBEESKBEGIEIB6HEMFEE
sk R-T—tFRNA=1TH  ATA
T(UHFEFXARARAESTRABESR
AR EKM B AR Z R KA RD5%
A EHEmEERMT:

RAABRGREEMKRGBZRE

Number of shares/underlying shares held
in the Company

FiEATIKRG EEARGEE
Total interests
as to % to
the issued
share capital
Interests as at 30 June
Name of Capacity in which Interests in under equity Total 2017
Shareholders interests are held shares derivatives interests (Note)
R-ZFT—tHF
~A=+H
EREE
28T
RBEREALTE BEERzESEH
BEES BEERZSH BHhExz I RZER EmiEE (B s%)
Mr. Chu Ying Man Beneficial owner 135,000,000 — 135,000,000 7.95%
REXEE EmEAA
Note: B & -

The percentage of shareholding was calculated on the basis of the Company’s
issued share capital of 1,697,138,114 shares as at 30 June 2017.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as Share Option Scheme disclosed above, at no time during
the year, was the Company or any of its associated corporations a
party to any arrangement to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of
the Company or any other body corporate and none of the
Directors or their spouses or children under 18 years of age was
granted any right to subscribe for any shares in, or debentures of,
the Company or any of its associated corporations.

BRESIZR-TE—tFENA=ZTHAARRBHEIT
AE7N1,697,138,114 1% A EEHE o

ESREROIBEHFZER

Bk bt i BE 2 BB A At I AN - AR Ak
HL A o] 46 B 0% B 10 4 [ A BE B BT SLAE (] &
B BEERAREEBEARASEMAE
fE ABR 2RO EFMERM S - B
VEEFRESLEEBREFRET/\R
INTZ2FRERTAEMBENAZEARRF
s HAE AR BOEE 2 E R RO KES
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Report of the Directors

CONNECTED TRANSACTION

On 26 March 2015, Prima Choice Limited, a wholly-owned
subsidiary of the Company, as purchaser, had entered into a sale
and purchase agreement with Fortune Group Investment Limited
(1st Vendor) and Winbo Property Limited (2nd Vendor), pursuant to
which (i) the Vendors have conditionally agreed to sell and the
Purchaser has conditionally agreed to acquire the Sale Shares; and
(i) the Vendors have conditionally agreed to sell and assign and
the Purchaser has conditionally agreed to take up an assignment of
the Sale Loan. The Transaction Consideration for the Acquisition
will be satisfied by a combination of cash and by issue of the
Promissory Note by the Company. Upon Completion, the Target
Company will become an indirect wholly-owned subsidiary of the
Company. The completion took place on 3 July 2015.

Mrs. Ma Shu Chin, mother of Mr. Yeung Chi Hang, an executive
Director, the Chairman and chief executive officer of the Company
owned 60% of each of the 1st Vendor and 2nd Vendor, therefore
both Vendors are connected persons of the Company as defined
under the Listing Rules. As some of the applicable percentage
ratios (as defined under the Listing Rules) in respect of the
Acquisition exceed 25% but below 100%, the Acquisition
constitutes a major and connected transaction of the Company and
is therefore subject to the reporting, announcement, circular and
the Independent Shareholders’ approval requirements under
Chapter 14 and Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the following continuing connected
transactions which are subject to disclosure requirement in the
annual report under the Listing Rules:

On 6 August 2015, International Richway Limited, a wholly-owned
subsidiary of the Company, as tenant, has entered into the Tenancy
Agreement with High Brand Limited as landlord, in respect of the
leasing of the Property for a term of 11 months and 26 days
commencing from 6 August 2015 with a rental of HK$166,075 per
month. As High Brand Limited is a company which is indirectly
owned as to 50% by Ms. Ma Shu Chin, mother of Mr. Yeung Chi
Hang, an executive Director, the Chairman and chief executive
officer of the Company and a substantial shareholder, High Brand
Limited is a connected person of the Company under the Listing
Rules and the Tenancy Agreement constituted a continuing
connected transaction of the Company for the purpose of the
Listing Rules.

On 6 July 2016, Harvest Top development Limited, an indirect-
wholly-owned subsidiary of the Company, as tenant, has entered
into the Tenancy Agreement with High Brand Limited as landlord,
in respect of the leasing of the Property for a term of 2 years
commencing from 1 August 2016 with a rental of HK$173,740 per
month. As High Brand Limited is a company which is indirectly

FAERX S

RZE—RAF=A=+ B KRR zZE2E&
Bt B8 /2 & Prima Choice Limited ({E & & J7)
B2 Fortune Group Investment Limited (55—
% J7) B Winbo Property Limited (55 —& J7)
RIVEEWZE Bl OVBAFBGRERE
HEMERERHERBEKRBEERS &
HEFEBRHERAELEEREEME A GK
HREXBHEER WEFTEZ2ZXH5R
BRUNBRESEERARBITRALEZEERAR
Bt - THXP% BEABAHEKXAERA
AEEZEMBAR - RHEN_T—AF
+tA=ZB%/K °

ARFBHITES  TREARITHAZGEE
EEZEBREREXIHEBEE—BEITNE
“ER60%ER MM E ST RAR
AZBEBEAL(ERR EMARR) - XA
MURBEBEZETERAILXR(EER
Fi R A B25%EE R100% - WEE
ARBRARARACEIERBERS - AWA
BT ETRAUNETOERE T HNAT ZH
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owned as to 50% by Ms. Ma Shu Chin, mother of Mr. Yeung Chi
Hang, an executive Director, the Chairman and chief executive
officer of the Company and a substantial shareholder, High Brand
Limited is a connected person of the Company under the Listing
Rules and the Tenancy Agreement constituted a continuing
connected transaction of the Company for the purpose of the
Listing Rules.

Pursuant to Rule 14A.56 of the Listing Rules, the board of
directors engaged the auditor of the Company to carry out
assurance procedures in respect of the continuing connected
transactions of the Group in accordance with Hong Kong Standard
on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has reported the conclusion to the board
of directors by confirming in a letter to the effect that nothing has
come to its attention that causes it to believe that the above
transactions:

(1) have not been approved by the Board;

(2) were not, in all material respects, in accordance with the
pricing policies of the Group;

(3) were not entered into, in all material respects, in accordance
with the relevant agreement governing the transactions; and

(4) have exceeded the cap.

The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

The independent non-executive directors have reviewed the
continuing connected transactions and the report of the auditor
and have confirmed that the transactions have been entered into
by the Group:

(i)  in the ordinary and usual course of the Group’s business;
(i)  either on normal commercial terms or on terms no less

favourable to the Group than terms available to or from
independent third parties; and

(iii)

in accordance with the relevant agreements governing such
transactions on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.
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Report of the Directors

DISCLOSURE UNDER RULE 14A.72 OF THE LISTING RULES

The related party transaction relating to rental expenses disclosed
in Note 36(a) to the consolidated financial statements was a
connected transaction for which the disclosure requirements under
Chapter 14A of the Listing Rules have been met and is mentioned
in the above paragraphs. Other related party transactions taken
place in financial year ended 30 June 2017 which were disclosed in
Note 36(a) and (b) to the consolidated financial statements did not
constitute connected transactions of the Company which are
required to be disclosed under Chapter 14A of the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENT OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “connected transaction”
and “continuing connected transaction”, no transactions,
arrangement or contracts of significance, to which the Company or
any of its subsidiaries was a party and in which a Director had a
material interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

DIRECTORS’ SERVICE CONTRACTS

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

CONTROLLING SHAREHOLDERS' INTERESTS IN
CONTRACTS OF SIGNIFICANCE

No contracts of significance, to which the Company or any its
subsidiaries was a party in which a Shareholder had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

The Board is of the opinion that during the year ended 30 June
2017, the Directors did not have interests in any businesses which
compete or are likely to compete, either directly or indirectly, with
the businesses of the Group.

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

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's listed
securities on the Stock Exchange.
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EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2017, the Group had 26 employees (2016: 27
employees) in both Hong Kong and the PRC. The Group
implements remuneration policy, bonus and share options scheme
to ensure that pay scales of its employees are rewarded on a
performance-related basis within the general framework of the
Group’s remuneration.

ENVIRONMENTAL POLICIES

The Group puts great emphasis on environmental protection and
sustainable development. The conscientious use of resources and
the adoption of best practices across the Group’s businesses
underlie its commitment to safeguarding the environment. The
Group encourages environmental protection, complies with
environmental legislations and promotes awareness towards
environmental protection to its employees. Several measures have
been implemented by the Group in order to promote
environmental protection, including, among others:

(i)  promoting energy saving by encouraging its staff to switch off
all air-conditioners and lightings before leaving the office, and
to utilise the timer-control function of all air-conditioning
systems;

(i)  reducing energy consumption by using energy-saving light

bulbs in the corridors and the reception area of its offices;
(iii)  promoting recycling by placing recycle bins next to printers for
collecting used papers for reusing and recycling purposes,
and by encouraging two-sided printing and/or the use of
scratch papers;

reducing the use of disposable products by, for example,
cancelling the distribution of plastic bags in office; and

(v)  reducing water consumption by replacing all water taps by
automatic faucets in offices.

The Environmental, Social and Governance Report of the Group is
set out on pages 49 to 57 of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

During the year ended 30 June 2017 and up to the date of this
report, we have complied with all the relevant laws and regulations
in the mainland China and Hong Kong that have a significant
impact on the Group.

DONATIONS

During the year, the Group did not make any charitable donations.
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Report of the Directors

EQUITY-LINKED AGREEMENTS

Save for the share option schemes as disclosed in the Annual
Report, no equity-linked agreement was entered into during the
year or subsisted at the end of the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s articles of association, every Director
shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities incurred or sustained by
him as a Director, in defending any proceedings, whether civil or
criminal, in which judgment is given in his favour, or in which he is
acquitted. The Company has taken out insurance against the
liability and costs associated with defending any proceedings which
may be brought against Directors of the Group.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, the sales to the Group’s five largest
customers accounted for approximately 53% of the total sales for
the year and the sales to the largest customer included therein
amounted to 26%. Purchases from the Group’s five largest
suppliers accounted for approximately 69% of the total purchases
for the year and the purchase from the largest supplier included
therein amounted to approximately 30%.

None of Directors, any of their associates or any substantial
Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers or five
largest suppliers.

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

The Group’s management policies, working environment, career
prospects and employees’ benefits have contributed to building a
good employee relations and employee retention of the Group. The
Group offers competitive remuneration packages commensurate
with industry practice and provides various fringe benefits to
employees including medical benefits, social insurance, provident
funds, bonuses and a share option scheme. The management
regularly reviews its employee’s remuneration packages to ensure
they are up to prevailing market standard.

The Group keeps a high standard in selecting reputable and
reliable suppliers, in order to meet our own quality, safety,
environmental and product criteria. During the year ended 30 June
2017 and up to the date of this report, the Group maintained
good relationship with its suppliers. The Group has a well-
established business relationship with the customers.
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Report of the Directors

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of
Association, or the Companies Law of the Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis
to existing shareholders.

PUBLIC FLOAT

As at the date of this report, the Company has maintained a
sufficient public float under the Listing Rules, based on the
information that is publicly available to the Company and within
the knowledge of Directors.

USE OF PROCEEDS FROM PLACING

The Group successfully raised over HK$46.67 million through the
Placing Shares to not less than six independent Placees at the
Placing Price of HK$0.165 per Placing Share on 13 May 2016 in
order to enlarge capital base, strengthen the Group’s financial
position for future development and working capital position. The
Placing Price of HK$0.165 per Placing Share represents (i) a
discount of approximately 18.32% to the closing price of HK$0.202
per Share as quoted on the Stock Exchange on 26 April 2016,
being the date of the Placing Agreement; and (ii) a discount of
approximately 19.51% to the average closing price of HK$0.205
per Share as quoted on the Stock Exchange for the five
consecutive trading days up to and including 25 April 2016.

Upon the completion of the Placing, the Company received a gross
proceeds of approximately HK$46.67 million and a net proceeds
from the Placing, after deducting relevant expenses incurred in
relation to the Placing, amount to approximately HK$45.61 million.
As at 30 June 2017, the Group has utilized the proceeds to
acquire 80% shares of a company together with its indirect non-
wholly-owned subsidiary on 6 June 2017 and the remaining
applied as general working capital.
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Report of the Directors

AUDITORS ¥ BB

On 24 June 2014, Lau & Au Yeung C.P.A. Limited resigned as ZBIEBEAMESHER AN - —MN

auditors of the Company and on 30 June 2014, ZHONGHUI ANDA FE XA -+ HETAQAF & A - FE

CPA Limited was appointed as auditors of the Company. TEGHMEFMERATDIN_ZE—NEF
NAZTHAEZEAARAIZEA -

The consolidated financial statements of the Group for the year AEBEHE-_T—+FNA=ZTHIFE
ended 30 June 2017 were audited by ZHONGHUI ANDA CPA HI4GRAFKBRERCHAARRZHEMFIESL
Limited as auditors of the Company. A resolution will be proposed ZE &M EHMERATERZ - ARQF K
at the forthcoming annual general meeting of the Company to re- REERRBEFAS LRERHEE  BE
appoint ZHONGHUI ANDA CPA Limited as auditors of the HEZESFHAMEHMERARAERAR

Company. % SR o

On behalf of the Board REEFE

China Environmental Resources Group Limited FERREREERARAT
Yeung Chi Hang FE

Chairman BEE

Hong Kong, 26 September 2017 BB ZE—EENAZ+XA
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CorporAJre Qovernance Repor’r

The Board is committed to maintain and ensure high standards of
corporate governance practice. The Company stresses the
importance of maintaining the quality of the Board by ensuring
that the Directors possess a wide range of expertise and the
effective implementation of an accountability system, so as to
ensure that business activities and decision making processes are
regulated in a proper manner.

The Company has complied with the code provisions as set out in
the Corporate Governance Code (the “CG Code”) contained in
Appendix 14 to the Rule Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) for the year ended 30 June
2017, except the followings:

Code provisions A.2.1 of the CG Code provides that the roles of
chairman of the board and chief executive should be separate and
should not be performed by the same individual. This code
provisions also stipulate, inter alia, the role and responsibility of the
chairman of the board and the chief executive.

Mr. Yeung Chi Hang was appointed as chairman of the Board and
the chief executive officer of the Company on 27 January 2015.
Thereafter, Mr. Yeung Chi Hang has assumed both roles. The
directors were of the view that the vesting of the roles of
chairman of the Board and chief executive officer in the same
person can provide the Group with strong and consistent
leadership and allow for more effective planning and execution of
long-term business strategies, as well as ensuring effective
oversight of management. The directors were also of the view that
the present structure was considered to be appropriate under the
circumstances of the Company. The Board would keep review of its
current board structure from time to time.

Code provision E.1.2 of the CG Code stipulates that the chairman
of the board should attend the annual general meeting. Mr. Yeung
Chi Hang was unable to attend the annual general meeting of the
Company held on 9 November 2016 due to business trips. Mr.
Wong Po Keung, an executive director, was elected and acted as
chairman of the said annual general meeting.
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Corporate Governance Report

THE BOARD

The Board is charged with the responsibility of leadership and
control of the Group. The Board promotes success of the Group
and makes decisions objectively in the best interests of the Group.
The Board’s role is mainly to direct and supervise the affairs of the
Group, establish its strategic directions and set objectives and
business development plans. The Board authorizes the management
to manage the day-to-day business operation of the Group. In
addition, the Board has also delegated various responsibilities to
the various Board committees and the Chief Executive Officer.

The Company has developed a schedule of matters reserved to the
Board for decisions. The Board will review those arrangements on
a regular basis to ensure that the arrangements meet the needs of
the Company.

BOARD COMPOSITION

The Board comprises eight Directors with five Executive Directors,
namely, Mr. Yeung Chi Hang, Mr. Leung Kwong Choi, Mr. Wong
Po Keung, Mr. Chung Siu Wah and Mr. Chik To Pan and three
Independent Non-executive Directors, namely, Mr. Wong Kwai
Sang, Mr. Ong Chi King and Mr. Heung Chee Hang, Eric. There
was no change in the composition of the Board during the year.

During the year, the Board held 9 meetings, including 4 regular
meetings, and had also transacted its business by written
resolutions. The Directors participated these meetings in person or
through electronic means of communication. The attendance of
Board meetings of each Director during the year is set out as
below:

EEE

EZe R aREREEARE  REAE
BRI DHASESZANOT ATEM
FHEHERR EFENTIZMAE/ES
REBAKSEEL FIMRETR  BR
MREBHRTS ZEERETEEERE
AEBORAEEBEE - I EEE
ERZEEFZEENTRAHRBRARKRE
TR -

ARFBRY—REFEZTGRENSE
BR - EEZEREBRA AT R AR
REBLHENTEARANTE °

EEEZ2AM

ExelRh/ \RESEX AENT
EEBEERE RESRE FERBE
EELBEERBEREEN=RB
FRTEFEEELRLE EFHMELERTE
SEEE-FRA EFECARALES

o

&

REA EFGHBTARER  BED
REREZ VEBREARZREBERLS
BeBERERINEBEFARMATA2ES
@ BREENFEALFEEZSHREN
FHIN T &

Name of Directors

Number of
Board meetings attended/
Number of Board meetings held

EHEEEEERARY
EEpgs EERBTEEEERRY
Executive Directors BITESE
Mr. Yeung Chi Hang BEBEEE 7/9
Mr. Leung Kwong Choi RET A 9/9
Mr. Wong Po Keung BERAKE 9/9
Mr. Chung Siu Wah R A 5/9
Mr. Chik To Pan JE 38 R 5 A 8/9
Independent Non-executive Directors BIIFEHITEE
Mr. Ong Chi King FFHEEE 8/9
Mr. Wong Kwai Sang mEAERE 8/9
Mr. Heung Chee Hang, Eric AEERE 6/9
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Corporate Governance Report

The Directors are provided with relevant information to make
informed decisions. The Board and each Director have separate and
independent access to the Company’s senior management for
information and making enquires if necessary. A Director, who
considers there is necessary to seek independent professional
advice in order to perform his duties as a Director, may convene,
or request the company secretary of the Company (the “Company
Secretary”) to convene, a Board meeting to approve the
consultation of independent legal or other professional adviser for
advice at the Company’s expenses.

For regular Board meeting, a notice of the meeting is sent to all
Directors at least 14 days before the intended date of meeting and
an agenda and accompanying board papers of the meeting are
sent to all Directors at least three days before the intended date of
meeting. For all other Board meeting, a notice of the meeting
together with an agenda and accompanying board papers of the
meeting are sent to all Directors in reasonable time. The Directors
also from time to time transact the Board business by way of
written resolutions.

Every Director is entitled to have access to the advice and service
of the Company Secretary with a view to ensure that the Board
procedures and applicable rules and regulations are complied with.
All minutes are kept by the Company and are open for inspections
by any Director during normal office hours by giving reasonable
advance notice. Minutes of the Board meetings and the Board
committee meetings record in sufficient details the matters
considered in the meetings and decisions reached. Draft and final
versions of minutes of the Board meetings and Board committee
meetings have been sent to all Directors and relevant Board
Committee members for their comments and records respectively
within a reasonable time after the relevant meetings were held.

If a Director has a conflict of interest in a matter before the Board,
the matter will be dealt with in accordance with applicable rules
and regulations and, if appropriate, an independent board
committee will be set up to deal with the matter.

To the best knowledge of the Board, there is no financial,
business, family or other material/relevant relationship(s) between
the members of the Board.
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Corporate Governance Report

Every Director has sufficient time and attention to deal with the
affairs of the Group. The Board considers the composition of
Executive Directors and Independent Non-executive Directors is
rational and appropriate and provides adequate checks and
balances to safeguard the interests of shareholders and the Group.

The Independent Non-executive Directors provide the Group with
diversified knowledge and expertise. Their suggestions, opinions
and participation in the meetings of the Board and each Board
committee bring independent opinions, suggestions and judgments
on issues relating to the Group’s strategy, development,
operations, performance, risk control and conflicts of interest, to
ensure that the interest of all shareholders are taken into account.

Information and responsibilities of all Directors are contained in this
annual report on pages 13 to 15.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman of the Board and the Chief Executive Officer have
different roles. The Chairman of the Board is responsible for the
operation of the Board and the Chief Executive Officer is
responsible for managing the operations and day-to-day
management of the Group. Their functions have been clearly
divided to ensure a balanced distribution of power and authority
not concentrating on a single individual.

The Chairman of the Board is principally responsible for leading the
Board and ensures the Board acts in the best interests of the
Company. The Chairman of the Board shall ensure the Board
operates effectively and performs its proper duties and discusses all
important and proper matters in a timely manner. The Chairman of
the Board is responsible for convening Board meetings, consulting,
determining and approving the agenda of each Board meeting, and
ensuring that Directors are provided sufficient information on
current matters in a timely manner.

The Chief Executive Officer is principally responsible for the daily
operation and management of the Group’s overall operations and
implementing the Board’s operating strategy and policy and
delegating tasks to all departments for implementation so as to
realize the Board’s objectives and decisions. In addition, the Chief
Executive Officer is also responsible for coordinating close
cooperation among all departments, uniting efforts of staff and
encouraging the initiative of staff so as to ensure smooth and
effective operation of the Company’s operations and systems.
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Code provision A.2.1 of the CG Code provide that the role of
chairman of the board and chief executive should be separate and
should not be performed by the same individual. This code
provisions also stipulate, inter alia, the role and responsibility of the
chairman of the board and the chief executive.

Mr. Yeung Chi Hang was appointed as Chairman of the Board and
the chief executive officer of the Company 27 January 2015.
Thereafter, Mr. Yeung Chi Hang has therefore assumed both roles.
The Directors were of the view that the vesting of the roles of
Chairman of the Board and Chief Executive Officer in the same
person can provide the Group with strong and consistent
leadership and allow for more effective planning and execution of
long-term business strangles, as well as ensuring effective oversight
of management. The Directors were also of the view that the
present structure was considered to be appropriate under the
circumstances of the Company. The Board would keep review of its
current Board structure from time to time.

RE-ELECTION OF DIRECTORS

In accordance with the CG Code and the Articles of Association, all
Directors, including Independent Non-executive Directors, are
subject to retirement by rotation once every three vyears.
Composition of the Board will be reviewed regularly by the Board
and also by the nomination committee of the Company to ensure
that it covers a balance of expertise, skills and experience
appropriate for the requirements of the business of the Company.

Pursuant to the Article of Association, Mr. Wong Po Keung, Mr.
Chung Siu Wah and Mr. Heung Chee Hang, Eric being the existing
Directors longest in office since their last re-election, will retire by
rotation and being eligible offer themselves for re-election at the
forthcoming annual general meeting of the Company.

Each Director had entered into an appointment letter with the
Company setting out the key terms and conditions of his
appointment. The Directors are required to refer to the relevant key
terms and conditions as set out in the Articles and Association and
the guidelines for Directors and Guide for Independent Non-
executive Directors (if applicable) published by the Hong Kong
Institute of Directors.
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All Independent Non-executive Directors are appointed for a
specific term, subject to retirement by rotation under the Articles
of Association. The term of office of Mr. Wong Kwai Sang, Mr.
Ong Chi King and Mr. Heung Chee Hang, Eric as Independent
Non- executive Director is for three years until 1 March 2018, 27
January 2020 and 16 January 2018 respectively.

The Board has received from each Independent Non-executive
Director a written annual confirmation of his independence and is
satisfied with their independence in accordance with the Listing
Rules. The Company considers that all Independent Non-executive
Directors meet the independence guidelines set out in Rule 3.13 of
the Listing Rules and are independent to the Company.

AUDIT COMMITTEE

The Board has established an audit committee (the “Audit
Committee”) with the term of references in accordance with the
Listing Rules. The Audit Committee currently comprises three
Independent Non-executive Directors, namely, Mr. Ong Chi King
(Chairman), Mr. Wong Kwai Sang and Mr. Heung Chee Hang, Eric.
Mr. Ong Chi King has appropriate accounting and related financial
management expertise as required under Rule 3.10 of the Listing
Rules.

The primary duties of the Audit Committee includes:

1.  to recommend to the Board on the appointment, re-
appointment and removal of the external auditor and to
approve the remuneration and terms of engagement of the
external auditor, and any questions of resignation or dismissal
of such auditor;

2. to consider and discuss with the external auditor the nature
and scope of audit for each year;

3. to review and monitor the external auditor’'s independence
and objectivity;

4.  to review the interim and annual financial statements before
submission to the Board and to discuss any problem and
reservation arising therefrom;

5. to review the Group's financial controls, internal control and
risk management systems; and

6. to consider other topics, as defined by the Board.
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During the year, the Audit Committee had reviewed and discussed,
in accordance with its terms of reference, the financial reporting
matters with external auditor, including the review of the interim
and annual consolidated financial statements, the internal control
and the audit fee and made recommendation to the Board for re-
appointment of external auditor.

During the year, the Audit Committee held 2 meetings and had
transacted its business by written resolutions. The attendance of
Audit Committee meetings of each member is set out below:

TR -BREREQCREEEESHEESI
BZBMEMNAIwYBREFE 81
EHTHRFREGEMBRE  AEEE
LREZEARERIEZEMANEETSIR
HEE -

FR - BEREREGRM2REH  LWERE
HRZREBEEEY - THBHEERZ
BEEQABRETNMT

Name of the Audit Committee Members

Number of Audit Committee
meetings attended/Number of
Audit Committee meetings held
EHFEEZESTERARY
ERTEXTETERRE

ExZEENENSE

Mr. Ong Chi King FFEEE
Mr. Wong Kwai Sang EEERE
Mr. Heung Chee Hang, Eric AEELE

REMUNERATION COMMITTEE

The Board has established a remuneration committee (the
“Remuneration Committee”) with the term of references in
accordance with the Listing Rules. The Remuneration Committee
currently comprises three Independent Non-executive Directors,
namely, Mr. Ong Chi King (Chairman), Mr. Wong Kwai Sang and
Mr. Heung Chee Hang, Eric.

The primary duties of the Remuneration Committee (as adopted
pursuant to the terms of references of the Remuneration
Committee) includes making recommendations to the Board on the
Company’s policy and structure of all Directors’ and senior
management’s remuneration and on the establishment of a formal
and transparent procedure for development of remuneration policy.

Set out below is the summary of work of the Remuneration
Committee done during the year:

1. to review the Company’s emolument policy and structure for
all Directors;

2. to review management’s remuneration proposal with reference
to the corporate goals and objective of the Board; and

3. to recommend the remuneration of individual Executive

Director and Independent Non-executive Director.
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During the year, the Remuneration Committee held 1 meeting and
had also transacted its business by written resolutions. The
attendance of Remuneration Committee meeting of each member
is set out below:

FRN - FTHNEZESRTIANESH  TEBE
TAZRREEESER - SKEHLBEHMNZ
BgeHB/AENNT

Name of Remuneration Committee

Number of Remuneration
Committee meeting attended/
Number of Remuneration

Members Committee meeting held
EHEHFWNESETZHRY
FMEESERERE ERTHFNESEERAY
Mr. Ong Chi King EFESEE 0/1
Mr. Wong Kwai Sang HELE KL 1”1
Mr. Heung Chee Hang, Eric BEEXBERE 11
The Company’'s emolument policy is to ensure that the ZARTHHHMEFEEERFIREETEE (B

remuneration offered to employees, including Executive Directors
and the senior management, is based on the skills, knowledge,
responsibilities and involvement in the Company’s affairs. The
remuneration packages are also determined by reference to the
Company’s performance and profitability, remuneration level in the
industry and the prevailing market conditions. The emolument
policy for Independent Non-executive Directors, mainly comprising
Directors’ fees, is subject to annual assessment with reference to
the market standard. Individual Director and the senior
management would not be involved in deciding their own
remuneration.

Details of emoluments of Directors and the five highest-paid
employees of the Group during the year are set out in Note 13 to
the consolidated financial statements.
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NOMINATION COMMITTEE

The Board has established a nomination committee (the
“Nomination Committee”) with the term of references in
accordance with the Listing Rules. The Nomination Committee
currently comprises three Independent Non-executive Directors,
namely, Mr. Ong Chi King (Chairman), Mr. Wong Kwai Sang and
Mr. Heung Chee Hang, Eric.

The primary duties of the Nomination Committee includes review
of the structure, size and composition of the Board and board
diversity policy on a regular basis, assessing new candidates for
appointment as Directors and the independence of Independent
Non-executive Directors and considering the retirement and re-
election of the Directors.

Set out below is the summary of work of the Nomination
Committee done during the year:

1. to assess the independence of each Independent Non-
executive Director;

2. to review the structure, size and composition of the Board,;
and

3.  to make the recommendation of re-election of retiring
Directors to the Board.

During the year, the Nomination Committee held 1 meeting and
had also transacted its business by written resolutions. The
attendance of Nomination Committee meetings of each member is
set out below:

REBEEEE

EESEREBELETRUKIERZEE (12
HEBEDUFIEERE  -REZBEE
WM -RBUFATEFAN LT
MAEE(ER) BEEELEEREEBELE

REZEENIERABREHURTES
SHEE ABREAKKEEFERES T
EBER FEFREAZRIRESERIBY
FBRTESHNBIMURZERESETNHRE
BB -

NT#HINIERZEGNFANTHEN TER
i

1. SIS BUFERTEZNB LML
2. BEUEFEHNEE ABRANK: R

3. BEERTESREFSRMHES -

FARHRZEERTIRNEGR  LEBE
HRBRBEEER - IKEHFEREER
BEgg@BREINMT

Name of Nomination Committee

Number of Nomination
Committee meetings attended/
Number of Nomination
Committee meetings held
EHFEREEESFEFHARIY
EETREZEEFRARK

Members

REZEGHERE

Mr. Ong Chi King FFESEE
Mr. Wong Kwai Sang =EEAE KL
Mr. Heung Chee Hang, Eric BB 4

0/1
11
11
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INVESTMENT COMMITTEE

The Board has established an investment committee, which
currently comprises two Executive Directors, namely, Mr. Leung
Kwong Choi (Chairman) and Mr. Wong Po Keung. During the year,
the investment committee of the Company had not held any
meeting.

CORPORATE GOVERNANCE FUNCTIONS

The Board has from time to time considered its policy for
corporate governance and its duties and duties of various board
committees. The Board has not established a corporate governance
committee but has performed the obligations regarding corporate
governance, including:

1. to develop and review the Company’'s policies and practices
on corporate governance;

2. to review and monitor the training and continuous professional
development of directors and senior management;

3. to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

4. to develop, review and monitor the code of conduct and
compliance manual applicable to employees and directors;
and

5. to review the Company's compliance with Appendix 14
(Corporate Governance Code and Corporate Governance
Report) of the Listing Rules.

The Directors have disclosed to the Board the number and nature
of offices held in public companies or organizations and other
signification commitments. The Board will regularly review the
contribution required by each Director to perform his
responsibilities to the Company and whether he is spending
sufficient time performing his duties.
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BOARD DIVERSITY POLICY

The Company has adopted a board diversity policy (“the Policy”)
which sets out the approach to achieve and maintain diversity on
the Board in order to maintain a competitive advantage of the
Board. Pursuant to Policy, the Company seeks to achieve board
diversity through the consideration of a number of factors,
including but not limited to the talents, skills, regional and industry
experience, background, gender and other qualities. The Board will
from time to time consider to set measurable objectives to
implement the Policy and review such objectives to ensure their
appropriateness and ascertain the progress made towards achieving
those objective. During the year, the Board has not set any
measurable objectives to implement the Policy.

TRAINING OF DIRECTORS

Newly appointed Director are provided with necessary information
to ensure that he has a proper understanding of the Company’s
operations and businesses as well as his responsibilities under the
relevant statutes, laws, rules and regulations. The Company
Secretary and representative of auditor update the Directors on the
latest development and changes regarding the Listing Rules,
accounting standards and other relevant regulatory requirements
from time to time.

In addition, the Directors are provided with monthly updates on
the Company’s performance and position to enable the Board as a
whole and each Director to discharge their duties.

40
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All Directors are encouraged to participate in continuous ZARRIEEMAESSLMEBEZERRE
professional development to develop and refresh their knowledge  AZE K& B3 B S8 3 & BAL - BIEH
and skills. According to the records provided by the existing T2 FRENLTH  2BEEENFRLZ
Directors, all Directors have participated in continuous professional ER¥F#EHZEIRE o

development during the year.

Reading Attending expert

regulatory briefing/seminars/

updates/ conference relevant

attending in to the business/

Name of Directors house briefing director’s duties

REERE WHEAHER EE
BRHAH - BRENERGIE

EEpgs EmkBEES -
Mr. Yeung Chi Hang 5 45 18 5T v —
Mr. Leung Kwong Choi REALEE v —
Mr. Wong Po Keung ERBEE v v
Mr. Chung Siu Wah DS A v v
Mr. Chik To Pan BB R o A 4 —
Mr. Ong Chi King FFRREE v v
Mr. Wong Kwai Sang sEEERE v =
Mr. Heung Chee Hang, Eric BEELEE 4 4

DIRECTORS" AND OFFICERS" LIABILITIES INSURANCE EERERBENEERE

The Company has arranged directors’ and officers’ liabilities ZARXATE AAATIHNIZEEELSREE
insurance for all Directors and the senior management of the EBZXHEZERSABMENSERE - 2%
Company. The insurance covers them against costs, charges, (RERENCEEBPIESNKAE  BF -
expenses and liabilities incurred arising out of the corporate BXXKRETE -

activities.

DIRECTORS’ SECURITIES TRANSACTIONS EEETEEXS

The Company has adopted the Model Code for Securities 7N T 2 EEA T % BI MT 51057 & 70 3%
Transaction by Directors of Listed Issuers (the “Model Code”) as set TAEBHEITE LR H @A ([1E %
out in Appendix 10 of the Listing Rules as the Company’s Code of SFRIN{EAARARIEEETEEZT ST
Conduct regarding Director’s securities transactions. Having made ASFE| - KIEHEBETERHE  EEED
specific enquiry, all Directors confirmed that they have complied MREEREZ-_ZT—+F<A=+HIt
with the required standard set out in the Model Code throughout FE—HETIZESFAIANEE -

the year ended 30 June 2017.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The board recognizes its overall responsibilities for maintaining a
sound and effective internal control system of the Group and risk
taking is unavoidable as part of the Group’s business. By
appropriate risk management and continuous risk monitoring, risk
taking can bring value to the Company. The board believes that
risks are acceptable after prudent assessment of their impact and
likelihood. The Company can protect its assets and shareholders’
interests and create value simultaneously through appropriate risks
management and control measures. The system includes a defined
management structure with limits of authority, safeguards its assets
against unauthorised use or disposition, ensures the maintenance
of proper accounting records for the provision of reliable financial
information for internal use or for publication, and ensures
compliance with relevant laws and regulations. The system is
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss.

Process used to
significant risks

identify, evaluate and manage

The Group recognise that it is necessary for identifying and
assessing the significant business, operational, financial and
compliance risks on an ongoing basis. Risk identification and
assessment should be undertaken throughout the year, but in any
event must be undertaken on an annual basis by the Audit
Committee. Risk identification involves collecting information from
the senior management to identify relevant risks and then need to
update the risk register in response to changes in its business and
the external environment. Risk assessment should include the
review of (i) the timely and efficient management and reporting
the key risks; and (ii) any events, incidents or trends that have
arisen or might arise.

Risk evaluation and risk prioritisation

Risk ranking process involves analysing the inherent likelihood and
impact of each identified risk in order to facilitate the senior
management to prioritise the identified risk items and identify the
responsible risk owners.

Risk reporting, managing and monitoring

Once the decision to mitigate the significant risk has been made
and the strategy is identified, a mitigation plan should be
developed. After the plan is implemented the residual risk is
evaluated and is subject to monitoring. Once the plan is in place
and the system is running, the effectiveness of the plan will be
monitored, reviewed and adjusted if necessary. The ongoing
monitoring program will be checked if risk priority numbers have
changed to either higher or lower values. All employees can write
down observations and to make recommendations. They can also

NN KA A 1

M

[ B i B % 9 BB S 4

EERI EEAEEAEFHE2AN
WW$W¢§%tEﬁ BBEME ﬁa%
BITHER/RAEEEB B2 —F D
Aﬁ%m@ MERERERFERE gﬂ
% BRITEANARAGIAEEE -EF
2HE KATETHERROZERER
RAIRENE - BB IERAER o KQATA
ﬁﬂm*%@&ﬁﬁ&¢ﬁ}m'%ﬁﬁ
BEMBRRNZ - RAREAREEMELE -
ﬁ%%%%@%*ﬁ%%ﬁ%ﬁﬁ%%ﬁ
B UREHEERSERBEREGANK
RE BRTEHENS D& - LIEH
AR BEMIEAIBE AT - FAR
BRETHBNEERZER BERHFR
STENABTEEMFLBRREEREBKER
RREBR - WEAERERKERM KB LR

ﬁé@ﬁ#%ﬁmﬁk

ARERN FHEREBEEXRRZ
BF

AEBERRBLARBEARNRFHEERE
% 2E MBERAREAR - REBRER &

AR FEET  EERNAEREZE
SVEABFET - ARBHILASRE
BEWSEER  AHEAIERERR  ARE

BEBRFERANET  EBANEREINTIRE
BE o BRAHEEERNOEBERE
12 K [E 3R B 42 R B (i) B i 3R 3k AT B
REWEMEY - BRBE -

2 B 5F 1t B L B S 12 X P

252 & R K o i & 8 2 3R A 5
BEBAEERTE @E/\miﬁafifiﬂﬁa
BRI R IR E S EEBRRF - XLHAIAR
AREBROAL -

ERER EERER

—BEOREREE AR MC AR - &
BRI R - STEIE MR - F T E R
PRER - W ANABEER - SHEIFRA R RRE
R - ARAREEER B RBFE Y
,,\) B - BEERFEKERE
RERAFTERAECRKREZRSHARE
TE 2REBAURTEELARRFELER

China Environmental Resources Group Limited 2017 Annual Report

Al 1““‘ Q‘((H‘\H VIR (T AN IRAAN \H‘“l)} H)m i



Corporate Governance Report

make a recommendation if the change should be implemented
urgently if it is time critical. The senior management evaluates the
recommendations made by the employees and reports to board in
timely manner.

Procedures for the handling and dissemination of
inside information

The Group is committed to a consistent practice of time, accurate
and sufficiently detailed disclosure of material information. To
ensure that proper safeguards exist to prevent a breach of a
disclosure relation to the Group, which include but not limited by
the following ways:

1. When any employee becomes aware of any actual or potential
Inside Information, he/she must immediately inform any
member of the Disclosure Working Group comprising the
Chairman of the Board, Chief Executive Officer and Legal
Counsel.

2. Meeting of Disclosure Working Group shall be convened to
conduct preliminary assessment of the information received.

3. The Disclosure Working Group reviews and decides whether
the information must be disclosed, as well as when and how
the information shall be released and makes recommendation
to the Board.

4.  The Board reviews the recommendation of the Disclosure
Working Group and approves the issue of an announcement
and any other course of course as appropriate.

Main features of the internal control system

A professional advisory firm was also appointed as the Group’s
outsourced internal audit function to conduct a review on the
Group's internal control systems at the corporate level and business
level on certain agreed control areas as stated in a three-year
internal control review plan to the management and endorsed by
the board and audit committee. The scope of the internal control
review carried out during the year includes: a) understand how a
control procedure is carried out during the period from 1 July
2016 to 30 June 2017 through discussion with the management,
and reading relevant policies and procedures; b) consider and
comment on whether a control procedure has been designed and
implemented effectively by determining whether it exists at a
specific point in time. This is achieved by reading policies and
procedures, reviewing minutes, reports, organisational charts and
other supporting documentation, and by performing selected walk-
through and tests of samples; c) draw to the Company’s attention
to any significant control design and implementation weaknesses
and deficiencies which come to its attention based on the limited
procedures it agree to perform; d) provide recommendations to
address the identified control design (in particular to corporate
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governance and cash receipt handling policy) and implementation
weaknesses and deficiencies; and e) perform a follow-up review
after the Company has responded to the findings stated in the
Report. The final Report will be issued after the follow-up
procedures have been complete. The report and recommendations
have been submitted to the board and follow-up action has been
taken based on recommendations, which will be monitored by the
board.

The audit committee reviewed adequacy of resources, qualifications
and experience of staff of the Company’s accounting and financial
reporting function, and their training programmes and budget.

The board’s confirmation on risk management

Based on the risk management mechanism and internal audit
review activities mentioned in the aforesaid paragraphs, the board
was of the opinion that the Company had maintained an effective
risk management mechanism and internal control system during the
financial year ended 30 June 2017.

COMPANY SECRETARY

The Company Secretary is Mr. Lo Tai On who has been engaged
and appointed by the Company from an external secretarial
services provider.

The primary contact persons with the Company Secretary are Mr.
Wong Po Keung, an Executive Director and the financial controller
of the Company, and Ms. Ng Wing Suen, a senior officer of the
Company. The Company Secretary has duly complied with the
relevant training requirement under Rule 3.29 of the Listing Rules.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
consolidated financial statements for each financial year which give
true and fair view of the state of affairs of the Group in
presenting the interim and annual consolidated financial statements
and announcements to the Shareholders. The Directors aim to
present a clear and understandable assessment of the Group’s
position and prospects.

The Board acknowledges its responsibility to present a clear and
understandable assessment in the Company’s annual and interim
reports, other insider information announcements and other
financial disclosures required under the Listing Rules and to report
to the regulators.

The responsibility of the external auditor with respect to the

financial reporting and its audit opinion are set out in the section
“Independent Auditor’s Report” on pages 58 to 61.
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REMUNERATION OF THE AUDITOR

For the year, the remuneration in respect of audit services provided
by auditor of the Company, ZHONGHUI ANDA CPA Limited, was
HK$850,000.

The non-audit service provided by auditor of the Company is
detailed as follows:

% B AT BN &
BN E - AR B AZ BRAD  BE %= R AD
EHMARARREHREFARTOME S
850,000/ 7T °

RRARZ AR M IE T RO F 1B W
T

HK$
BT
Review service for the interim results for the MEBEE_T—XRF+-_A=+—H1t 198,000

six months ended 31 December 2016

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Board recognises the importance of good communication with
the Shareholders. Information in relation to the Group is
disseminated to the Shareholders in a timely manner through a
number of formal channels, which include interim and annual
reports, announcements and circulars.

The general meetings of the Company are valuable forum for the
Board to communicate directly with the shareholders of the
Company (the “Shareholders”). The Shareholders are encouraged
to attend the general meetings of the Company.

An extraordinary general meeting of the Company was held on 29
July 2016 (the "EGM") to approve the major and connected
transactions of the Company. The members of independent board
committee attended the EGM to answer the questions from the
Shareholders. An annual general meeting of the Company was held
on 9 November 2016 (the “2016 AGM”). A notice convening the
2016 AGM contained in a circular of the Company dated 7
October 2016 was dispatched to the Shareholders together with
the 2016 Annual Report.

As Mr. Yeung Chi Hang was unable to attend the annual general
meeting of the Company held on 9 November 2016 due to
business trips. Mr. Wong Po Keung, an Executive Director, was
elected and acted as Chairman of the 2016 AGM. He together
with the board committees members attended the 2016 AGM to
answer the questions from the Shareholders. The Chairman of the
2016 AGM explained detailed procedures for conducting a poll. All
the resolutions proposed at the 2016 AGM were passed by the
Shareholders by way of poll. The results of the poll were published
on the websites of the Stock Exchange, the Singapore Stock
Exchange and the Company on 9 November 2016.
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The attendance of general meetings held during the year of each
Director is set out below:

BEEFHRFABRTZIERASNHERLH
FIRAT -

Name of Directors

Number of general meetings
attended/Number of general
meetings held

EHEBRRXERE
EEpgs EBFHPBREXERE
Executive Directors BITESE
Mr. Yeung Chi Hang CESRED s 0/2
Mr. Leung Kwong Choi RELFEE 2/2
Mr. Wong Po Keung HIRBEAE 2/2
Mr. Chung Siu Wah EOERE 0/2
Mr. Chik To Pan BB R 5 A 0/2
Independent Non-executive Directors BIFEHITEE
Mr. Ong Chi King FFEGEE 1/2
Mr. Wong Kwai Sang EEERAE 0/2
Mr. Heung Chee Hang, Eric SEESRE 0/2

The forthcoming annual general meeting of the Company will be
held on 8 November 2017 (the “2017 AGM"). A notice convening
2017 AGM will be published on the websites of the Stock
Exchange, the Singapore Stock Exchange and the Company and
dispatched together with the 2017 Annual Report to the
Shareholders as soon as practicable in accordance with the Article
of Association and the CG Code.

During the year, there was no change in the memorandum and
articles of association of the Company.

SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. An
annual general meeting of the Company shall be held in each year
at such place as may be determined by the Board. Each general
meeting, other than an annual general meeting, shall be called an
extraordinary general meeting (“EGM"). Set out below are
procedures by which Shareholders may (a) convene an EGM; (b) put
forward enquires to the Board; and (c) put forward proposals at
general meetings. The procedures are subject to the Articles of
Association and applicable legislation and regulation.
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Corporate Governance Report

Procedures for Shareholders to convene EGM

Any one or more Shareholders holding at the date of deposit
of the requisition not less than one-tenth of the paid-up
capital of the Company carrying the right of voting at
general meetings of the Company, shall at all times have the
right, by written requisition to the Board or the Company
Secretary, to require an EGM to be called by the Board for
the transaction of any business specified in such requisition;
and such meeting shall be held within two months after the
deposit of such requisition.

The written requisition must state the business to be
transacted at the meeting, signed by the requisitionist(s) and
deposited at the Company’s registered office (with a copy of
the said written requisition deposited at the Company’s
Hong Kong office) for the attention of the Board or the
Company Secretary, and may consist of several documents in
like form, each signed by one or more requisitionists. The
requisition will be verified with the Company’s branch share
registrars in Hong Kong and upon their confirmation that the
requisition is proper and in order, the Company Secretary will
ask the Board to convene an EGM by serving sufficient notice
in accordance with the requirements under the Articles of
Association to all the registered Shareholders. On the
contrary, if the requisition has been verified as invalid, the
requisitionist(s) will be advised of this outcome and
accordingly, an EGM will not be convened as requested.

If within twenty-one days from the date of the deposit of the
requisition the Board fails to proceed to convene such
meeting, the requisitionist(s), may convene a meeting in the
same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

The notice period to be given to all the registered
Shareholders for consideration of the proposal raised by the
requisitionist(s) concerned at the EGM varies according to the
nature of the proposal, as follows:

— Not less than 14 clear days’ and not less than 10 clear
business days’ notice in writing if the proposal
constitutes an ordinary resolution of the Company; and

— Not less than 21 clear days’ and not less than 10 clear
business days’ notice in writing if the proposal
constitutes a special resolution of the Company.
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Corporate Governance Report

Procedures for putting enquiries to the Board

Shareholders may, at any time, direct enquiries to the Board.
All enquiries shall be in writing and sent by post to the
principal place of business of the Company in Hong Kong or
by email to info@cergroup.com.hk for the attention of the
Board.

Procedures for putting forward proposals at
general meetings

To put forward proposals at a general meeting of the
Company, a Shareholder should lodge a written request, duly
signed by the Shareholder concerned, setting out the
proposals at the Company’s registered office (with a copy of
the said written request lodged at the Company’s Hong Kong
office) for the attention of the Board and the Company
Secretary. The request will be verified with the Company’s
branch share registrar in Hong Kong and upon its
confirmation that the request is proper and in order, the
Company Secretary will pass the request to the Board.
Whether a proposal will be put to a general meeting will be
decided by the Board in its discretion, unless the proposal put
forward by a Shareholder is (i) pursuant to a requisition by a
Shareholder to convene an EGM referred to above or (ii)
forms part of ordinary business to be considered at an annual
general meeting as described in Article 75 of the Articles of
Association.

The procedures for Shareholders to propose a person for election

as

Director are posted on the Company's website at

http://www.cergroup.com.hk.
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Environmental, Social and Governance Report

PRINCIPLES

China Environmental Resources Group Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”)
persistently strive to operate its business in an economic, social and
environmentally sustainable manner. During the year, while seeking
business growth, the Group assumed its corporate environmental
and social responsibilities proactively by making constant progress
towards sustainable development. The Group has developed and
improved the Group's environmental policies, optimised the
efficiency in the use of energy and resources, advocated and
promoted environmental protection and reduced the impact of its
business development on the environment.

As a responsible corporate citizen, the Group strictly follows the
regulatory requirements on employment, human rights, labour
rights, supply chain management, product responsibility and anti-
corruption. The Group cares for the community and the
environmental disadvantages as well as creates value for
stakeholders including its employees, suppliers, clients and the
community in order to make contribution to the overall
advancement and sustainable development of the society.

The Company is pleased to present its first Environmental, Social
and Governance Report, which aims to demonstrate its efforts on
sustainability developments to both internal and external
stakeholders.

This report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide as set out
in Appendix 27 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited. The report primarily
highlights the Group’s major initiatives and activities implemented
from 1 July 2016 to 30 June 2017 (“Year 2017"). For information
regarding the governance section, please refer to the Corporate
Governance Report as incorporated in the Company’'s Annual
Report 2017.
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Environmental, Social and Governance Report

The Company is committed to the long-term sustainability of its
business, as well as providing support to environmental protection
and the communities in which it operates. Quality products and
services are delivered to customers, and its business is managed
prudently under sound decision-making processes. Dialogue is
maintained with stakeholders such as shareholders, customers,
employees, suppliers, creditors and regulators. The Company seeks
to balance the views and interests of these stakeholders through
constructive conversation with a purpose to set the course for
long-term prosperity. The board of directors (the “Board”) is
responsible for evaluating and determining the environmental,
social and governance risks of the Company, and ensuring that
relevant risk management and internal control systems are in place
and operate effectively. The Group has set up the ESG Working
Team which meets regularly to review and evaluate the corporate
performance on the relevant environmental, social and governance
issues.

As a start, this report will focus on one subsidiary named Power
Asia Motorsport Company Limited (“PAM") which is engaged in
distribution and trading of motor vehicles and related accessories,
with major brand names such as “Norton” and “Bimota”. The
operation of PAM is the material business segments of the Group
relating to the environmental aspect.

This report has primarily highlighted the major performance and
disclosure with effective from Year 2017 for the three
environmental aspects and eight social aspects.

EMISSIONS

PAM is principally engaged in distribution and trading of motor
vehicles and related accessories. Hence, the emission, which
relating to air and greenhouse gas emissions, discharges into the
water and land, as well as generation of hazardous and non-
hazardous wastes are minimal in Year 2017.

During the Year 2017, the major emissions of the PAM and office
in Sheung Wan were: (i) the fuel consumed, kilometers travelled
and greenhouse gases generated from use of motor vehicles; (ii)
greenhouse gases generated from the electricity consumed; (iii)
greenhouse gases generated from the paper waste disposed at
landfills; and (iv) greenhouse gases generated from business air
travel by employees.

China Environmental Resources Group Limited 2017 Annual Report
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Environmental, Social and Governance Report

In order to minimise the fuel consumption, energy consumption,
paper wastage and air travel by employees, various sustainable
development measures have been enforced to address
environmental responsibilities under normal operating procedures,
including but not limited to the following: (i) motor vehicles are
restricted to serve for senior management to attend business
meetings and to be used by important client or business partners;
(i) employees are advised to switch off the light and air-
conditioning after use; (iii) employees are encouraged to print only
when necessary and priority to use recycle papers for printing; (iv)
use of electronic form of documents to reduce paper usage; (v)
employees are encouraged to prevent unnecessary overseas
business travel; and (vi) video/voice conference call are extensively
adopted.

The main sources of exhaust gas and greenhouse gases are emitted
by two motor vehicles used by PAM in Year 2017. The Group has
improved the use of its vehicles by ensuring the effective usage
and environmentally friendly operation as well as strictly controlling
exhaust gas emissions.

General office wastes and domestic wastes are sorted and
collected before being delivered to environmental hygiene stations
for centralised treatment.

The electricity consumed in PAM and office in Sheung Wan were
67,288 kWh and 6,555 kWh respectively for Year 2017,
representing 36,336 kg and 5,178 kg of carbon dioxide (“CO,")
emitted respectively.

Fuel consumption by PAM’'s motor vehicles are the major sources of
nitrogen oxides (“NOx”), sulphur oxides (“SOx") and particulate
matter (“PM"”) emissions. The NOx, SOx and PM emissions were
0.1130 kg, 0.0045 kg and 0.0083 kg respectively in Year 2017.

Greenhouse gas emissions by PAM's motor vehicles are mainly CO,,
methane (“CH,"”), nitrous oxide (“N,O"). The CO, emissions, CO,
equivalent emissions of CH, and CO, equivalent emissions of N20
emissions were 715.08 kg, 9.05 kg and 4.32 kg respectively in Year
2017.

Compliance with relevant laws and regulations

The Group is not aware of any non-compliance with the relevant
laws and regulations that has an impact relating to air and
greenhouse gas emissions, discharges into water and land,
generation of hazardous and non-hazardous waste of the Group in
Year 2017.

No fines or non-monetary sanctions for non-compliance with
relevant laws and regulations had been reported in Year 2017.
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Environmental, Social and Governance Report

USE OF RESOURCES

The Group is committed to minimising the impact of business
activities on the environment, and supporting environmental
protection programmes. In particular, a number of initiative
measures designing to conserve resources were introduced to
promote employee awareness of the need in order to achieve
efficient utilisation of resources.

As mentioned in the above “Emissions” section, the Group has a
series of policies and procedures to minimise the electricity
consumed by the employees in PAM and office in Sheung Wan.

In addition, multi-function devices with printing, scanning and
photocopying have been extensively adopted. Employees are
advised to switch on the computers only when use and switch off
after office hours.

For the efficient use of water resources in the offices, all
employees are encouraged to save water at pantry. The drinking
water containers are well maintained to prevent leakage. For use of
packaging material, all employees are encouraged to use recycle
paper boxes.

In Year 2017, the Group continued to drive its efforts in energy
saving and emission reduction. The specific measures taken by the
Group include: (i) low-energy consumption laptops and energy-
efficient lights are installed in the office; (i) the rule “turn off the
power before leaving” is adopted for the lighting, air-conditioners
and electric appliances in PAM and office spaces; (iii) the electronic
devices are configured to energy-saving mode; and (iv) the number
of video equipment is equipped in the Sheung Wan office and
encourages the use of video conference to reduce business trips.

THE ENVIRONMENT AND NATURAL RESOURCES

The Group encourages all employees to participate in different
kinds of recycling activities and to minimise the use of natural
resources. In Year 2017, there was no significant impact on the
environment and natural business from the operations of the
Group, in particular, the PAM and office in Sheung Wan.

The Group integrates promotion with practice in its daily office
operation, develops the environmental awareness of its employees
and encourages its employees to fulfill its environmental
responsibilities.

The Group actively introduces environmental protection measures in
the office spaces, including priority to use of energy-saving lighting
and electrical appliances, turning off electric equipment and
lighting during non-office hours and reusing of papers. In addition,
the Group also encourages its employees to save resources, cherish
food and avoid wastage of resources.
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EMPLOYMENT

The Group has implemented a rigorous recruitment procedure to
select and attract outstanding talents for the Group through a
combination of external recruitment and internal training. In Year
2017, the proportion of employees employed by the Group, by age
band is as follows: (i) 14.29% of 30 years old or below; (ii)
57.14% between 30 and 50 years old; and (iii) 28.57% over 50
years old.

The Group emphasises on developing human resources and
provides competitive remuneration and welfare packages.
Promotion opportunities and salary increments are benchmarked
against individual performance. Employees are entitled to different
kinds of leaves and benefits such as paid annual leave, sickness
leave, marriage leave, maternity leave, jury service leave,
examination leave, compassionate leave, hospitalisation leave etc.
and medical insurance coverage in accordance with Employment
Ordinance.

The Group emphasises on equal opportunities for all employees in
respect of hiring, pay rates, training and development, promotion
and other terms of employment. The Group is committed to
providing a working environment that is free from discrimination
on the basis of ethnicity, gender, religion, age, disability or sexual
orientation.

The working hours for general employees are normally not more
than 8 hours a day and 40 hours a week. Integrated computation
of working hours is implemented with reference to the
requirements of the Employment Ordinance.

Treatment of employee’s misconduct must be fair and reasonable in
all of the circumstances. Misconduct may lead to a warning, and
more serious misconduct may lead to a dismissal. Any acts of
misconduct would be reported to the human and administration
department. In Year 2017, no incident of serious misconduct was
identified.
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Environmental, Social and Governance Report

The Group has diversified cultures including the employees with
different genders, ages, skills, educational backgrounds, industry
experiences and other qualifications in order to achieve the most
suitable composition and balance.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
relevant laws and regulations that has a significant impact relating
to compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination and other benefits and welfare on the Group in Year
2017.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in Year 2017.

HEALTH AND SAFETY

The Group places a high priority on securing health and safety of
all its employees. The Group endeavors to protect them from
work-related accidents or injuries and pledges full compliance with
the relevant occupational health and safety in Hong Kong business
under the Occupational Safety and Health Ordinance.

The Group complies with the regulations and guidelines by
execution of health and safety policies to prevent of occupational
accident. The specific measures taken by the Group include: (i)
providing tailored-made safety training to the repair department
staff in carrying out the electrical works and machine; (i) providing
and ensuring the use of suitable personal protective equipment,
such as protective gloves and safety glasses, to put additional
protection to the repair department staff; and (iii) exercise
adequate monitoring and effective supervision to ensure that the
safety precautionary measures are strictly implemented.

The PAM prohibits smoking in all common areas. Regular indoor
cleaning services and pest control services are provided for shop
and office in Sheung Wan.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
relevant laws and regulations that has a significant impact on the
Group relating to provide a safety working environment and
protecting employees from occupational hazards in Year 2017.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in Year 2017.

China Environmental Resources Group Limited 2017 Annual Report
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DEVELOPMENT AND TRAINING

The Group strives to provide an environment where its employees
can grow professionally and develop their career path that meets
the long-term growth of their expectation simultaneously. In view
of that, the Group encourages its employees to participate in the
continuous learning activities especially the safety training
programs. The Group also provides training to directors with
regular reading materials to ensure that they keep abreast of the
latest regulatory requirements, corporate governance practices,
financial information and market trends.

The Group encourages relevant employees to participate external
training at accredited professional institution during office hours
such as seminar held by The Stock Exchange of Hong Kong
Limited.

The health and safety of employees are the basis of smooth
operation. The Group actively promotes the safety strategy,
continuously improves responsibility, implements safety risk
prevention and processes control and the safety training, to
strengthen the awareness of safety for the employees at all levels.

LABOUR STANDARDS

The Group fully understands that exploitation of child and forced
labour is universally condemned, and therefore takes the
responsibilities against child and forced labour very seriously. The
Group strictly complies with all laws and regulations against child
and forced labour. Internal policies are also in place to ensure that
no person who is under age or under coercion is hired and, if any
such case is identified during the recruitment process, it will be
reported to the relevant authorities.

Employment by the Group is based on the principle of fairness,
openness and willingness. All individuals enter into employment
contracts without acts of forced labour.

To prevent the exploitation of child, human resources department
staff checks the identity card of permanent employees.

Compliance with relevant laws and regulations
The Group is not aware of any non-compliance with the relevant
laws and regulations relating to preventing child or forced labour

on the Group in Year 2017.

No non-compliance with law that resulted in significant fines or
sanctions had been reported in Year 2017.
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SUPPLY CHAIN MANAGEMENT

The Group has policy named “Procurement and Tender Procedure”
(BB K3 HZ 2 ) which requires the newly hired suppliers and
contractors to have demonstrable track records of satisfactory
performance. The Group requires their suppliers to act responsibly
and adhere to their environmental, social and governance
standards.

The Group has the greatest respect for the laws and regulations
that govern its business. The Group always adheres to good
practices and conducts fair and unbiased procurement processes
when dealing with suppliers.

In situations where several companies can meet its project
requirements, the Group will select those with a good reputation
for being environmentally and socially responsible and/or that hold
environmental certification. The Group offers its contractors
encouragement and support in its efforts to further improve their
environmental protection.

PRODUCT RESPONSIBILITY

The Group places a high priority to ensure customer satisfaction in
terms of its products and services. Strenuous efforts are made to
ensure compliance with the laws and regulations relating to
product health and safety, labelling and privacy matters of the
jurisdictions in which the Group operates. The Group requires its
employees to comply with the applicable governmental and
regulatory laws, rules, codes and regulations. In addition, PAM runs
training sessions for its relevant employees in respect of product
responsibilities and specification. Orientation training is conducted
for new employees, while refreshment trainings are provided for all
employees on a regular basis.

PAM inspects and ensures that all products are in good quality
before they are sold to the client. To enhance after sales services,
PAM provides repairing services for motor vehicles at the shop.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
relevant laws and regulations that has a significant impact relating
to health and safety, labelling and privacy matters relating to
products and services provided and methods of redress on the
Group in Year 2017.

No significant fines had been reported in Year 2017.
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ANTI-CORRUPTION

The Group has policy regarding bribery and corruption in any form
or at any level named "Practical Guide on Corruption Prevention”
(B &P BB R 45 3]) . The policy sets out its requirements and
practices regarding the prevention, identification, and handling of
any instances of alleged, proven bribery or corruption.

The Group has established a regular review process on its business
practices and anti-corruption measures and guidelines, as well as
reported improprieties investigation.

Sound organisational structures and policies are in place in the
Group to uphold a high standard of corporate governance and
maintain an ethical corporate culture.

Compliance with relevant laws and regulations

The Group is not aware of any material non-compliance with the
relevant laws and regulations that has a significant impact on the
issuer relating to bribery, extortion, fraud and money laundering in
Year 2017.

There was no legal case concerning corruption brought against the
Group or its employees in Year 2017.

COMMUNITY INVESTMENT

The Group aims to help creating a harmonious, dynamic and
liveable environment for the communities in which the Group
operates by developing and managing properties that take into
account of the local culture, environment and community’s
priorities. The Group maintains an appropriate level of community
involvement and provides support to community activities and
encourages employees to take part into work-life balance activities
and community services.
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Independent Auditor’s Report
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ZHONGHUI

TO THE SHAREHOLDERS OF

CHINA ENVIRONMENTAL RESOURCES GROUP LIMITED
TEHREESRKREFRAT

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Environmental Resources Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 62 to 131, which comprise the consolidated statement of
financial position as at 30 June 2017, and the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 30 June 2017, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued
by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies
Ordinance.

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. We have determined the matters described below to
be the key audit matters to be communicated in our report.

Biological assets

Refer to Note 18 to the consolidated financial statements
The Group measured its biological assets at fair value less costs to
sell with the changes in fair value recognised in profit or loss. This
fair value measurement is significant to our audit because the
balance of biological assets of HK$506,022,000 as at 30 June
2017 and the loss from changes in fair value less costs to sell of
HK$33,233,000 for the year then ended are material to the
consolidated financial statements. The Group’s fair value
measurement involves application of judgement and is based on
assumptions and estimates.

Our audit procedures included, among others:

— Assessing the competence, independence and integrity of the
external valuer engaged by client;

—  Obtaining the external valuation reports and meeting with the
external valuer to discuss and challenge the valuation process,
methodologies used and market evidence to support
significant judgements and assumptions applied in the
valuation model;

—  Checking key assumptions and input data in the valuation
model to supporting evidence;

—  Checking arithmetical accuracy of the valuation model; and

—  Assessing the disclosure of the fair value measurement in the
consolidated financial statements.

We consider that the Group’s fair value measurement of the
biological assets is supported by the available evidence.
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Independent Auditor’s Report
B BEPRS

Intangible assets

Refer to Note 19 to the consolidated financial statements
The Group tested the amount of intangible assets for impairment.
This impairment test is significant to our audit because the balance
of intangible assets of HK$103,635,000 as at 30 June 2017 is
material to the consolidated financial statements. In addition, the
Group's impairment test involve application of judgement and is
based on assumptions and estimates.

Our audit procedures included, among others:
—  Evaluating the Group's impairment assessment;

—  Obtaining and checking to evidence to support the Group’s
impairment assessment;

—  Assessing the competence, independence and integrity of the
external valuer engaged by client;

—  Obtaining the external valuation reports and meeting with the
external valuer to discuss and challenge the valuation process,
methodologies used and market evidence to support
significant judgements and assumptions applied in the
valuation model;

—  Checking arithmetical accuracy of the valuation model; and

—  Checking key assumptions and input data in the valuation
model to supporting evidence.

We consider that the Group’s impairment test for intangible assets
is supported by the available evidence.

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company’s annual
report, but does not include the consolidated financial statements
and our auditor’'s report thereon. The other information is
expected to be made available to us after the date of this
auditor’s report.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially
misstated.
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RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these
consolidated financial statements.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's
website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/standards/
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director
Practising Certificate Number P03614

Hong Kong,
26 September 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
SoHLREEBWE R

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

2017 2016
—E—tHF —E-RF
Notes HK$'000 HK$'000
b & FET FHET
Revenue I 2= 7 13,971 13,365
Cost of sales & AR (6,755) (8,220)
Gross profit ERH 7.216 5,145
Other income N 9 6,677 3
Administrative and operating THEREERE
expenses (42,756) (49,301)
Net loss on fair value changes on R QA A EFAERZ 4@
financial assets at fair value BEZAANEZESH 2
through profit or loss &5 18 5 &8 (949) (33,161)
Gain on deregistration of a KRB AR WS 32
subsidiary 4,864 —
Gain/(loss) on disposals of HE—RKBARZ 32
subsidiaries Wz, (E518) 17 (12)
Loss arising from changes in fair EYMEERNREEZEE 8
value less costs to sell of WML ENAREE ZEE
biological assets (33,233) (45,603)
Loss from operations BEREE (58,164) (122,929)
Finance costs Bl & B A 10 (161) (661)
Loss before tax BREHIEE (58,325) (123,590)
Income tax credit g s 11 9,238 16,704
Loss for the year FEEEHIE 2 (49,087) (106,886)
Other comprehensive loss after BBHEHRBEZEEIS:
tax:
Items that may be reclassified to e EF T EE B2 Z
profit or loss: HH :
Exchange differences on translation & /FINE 2 E N =5
of foreign operations (7,063) (36,979)
Other comprehensive loss for the ERN E i 2 HE 18
year, net of tax (BxHi1g) (7,063) (36,979)
Total comprehensive loss for the F£E2MHEE 4
year (56,150) (143,865)

China Environmental Resources Group Limited 2017 Annual Report




Comsolidated Statement of Profit or Loss and Other Comprehensive Income

SEBLREMT DRER A
4
For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE N ’ /
hY y /
-~ \ ///
A ///
2017 2016
—F—tf NS
Notes HK$'000 HK$'000
&t TERT FAET
Loss for the year attributable to: FH AT FEMGEEEIE -
Owners of the Company KRB HAE A (48,277) (106,609)
Non-controlling interests FE 1 R B (810) (277)
(49,087) (106,886)
Total comprehensive loss for the FTIALTEEEESLE
year attributable to: BEEE:
Owners of the Company ZIN/NETE? PN (55,340) (143,588)
Non-controlling interests FEE R (810) (277)
(56,150) (143,865)
Loss per share BREE 14
Basic (HK cents per share) E R (T RBW) (3) (8)
Diluted (HK cents per share) #5E (FIRBL) (3) (8)
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Consolidated Statement of Financial Position
BROHMPBALRE

Asat 30 June 2017 R-TE—+FxA=+H

2017 2016
—F—t#F —E-RF
Notes HK$'000 HK$'000
i it FET FHET
Non-current assets EREBEE
Property, plant and equipment M- - BEREE 6 4,087 5,765
Investment properties wEWE 17 210,845 134,347
Biological assets EMEE 18 506,022 547,224
Intangible assets EmEEE 19 103,635 110,011
Goodwill EES 20 1,087 1,087
825,676 798,434
Current assets RBEE
Inventories 7E 21 13,356 8,576
Trade and other receivables EWER R EMEWRE 22 28,602 22,051
Loans receivable e B K 23 25,899 13,072
Financial assets at fair value through £ AR EFABZZ & 24
profit or loss BE 1,264 5,433
Refundable secured deposit AREERKFZS 25 70,000 70,000
Cash and cash equivalents BeNERIESEE 13,015 81,359
152,136 200,491
Current liabilities RBEE
Trade and other payables ENERRREMENKE 26 17,153 9,258
Current tax liabilities MEHIBEAE 3,460 7,976
20,613 17,234
Net current assets REEEFE 131,523 183,257
Total assets less current liabilities S EXAE R EHEE 957,199 981,691
Non-current liabilities ERBER
Deferred tax liabilities FEEFIBEE 27 152,414 164,324
Promissory note O E R 28 28,881 —
181,295 164,324
NET ASSETS BEFE 775,904 817,367
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Consolidated Statement of Financial Position
SO HBALRE

As at 30 June 2017

RZZE—tFRA=+A

2017 2016
—E—tHF —E-RF
Notes HK$'000 HK$'000
b aF FH#T FAET
Capital and reserves BXREE

Share capital i 7= 29 33,943 33,943
Reserves & 728,370 783,710

Equity attributable to owners of RAFEB A EAEER
the Company 762,313 817,653
Non-controlling interests FE1 R R 13,591 (286)
TOTAL EQUITY B 775,904 817,367

The consolidated financial statements on pages 62 to 131 were
approved and authorised for issue by the Board of Directors on 26
September 2017 and are signed on its behalf by:

FREBIEAEGAVMBHRRNICEEY
R-ZB—+FAA- T NBHE RFER
T UTHUTEERRESTSERE:

Yeung Chi Hang
BEE

Director

EF

TERREREEERAR

Leung Kwong Choi

REFT
Director

EF
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Consolidated Statement of Changes in Equity
SERHLEFHE

For the year ended 30 June 20177 #HZE=-Z—t & XA=1+HILFE

Attributable to owners of the Company

RATERAELS
Foreign
Share Share-based currency Non-
Share premium Statutory Capital compensation  translation Accumulated controlling
capital account reserve reserve reserve reserve losses Total interests Total
Riime EXR R
Bx BRAGER EERE  RERE B BE  2iEE £g & £g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FEL FEL FEL THET THET THET THET THET THET
At 1 July 2015 RZZ-1%
tA-A 18,857 969,958 5,407 76 - 81,475 (299,739) 776,034 - 776,034
Total comprehensive  FE2HE R
loss for the year am — — — — — (36,979 (106,609) (143,588) (277) (143,865)
Acquisition of WERERR
subsidiaries — — — — — = = = ) )
Open offer Nk
(note 29(1)) (Pf3E290)) 9,429 123,244 — — — — — 132,673 - 132,673
Share option Bk — — — — 6,923 - - 6,923 — 6,923
Placing of new shares 1R 1% — % £ 1%
under general & H R
mandate (B 5 29¢i)
(note 29(ii)) 5,657 39,954 e — — — e 45,611 — 45,611
At30 June 2016 RZT-RF
~NA=TH 33943 1,133,156 5,407 76 6,923 44,496 (406,348) 817,653 (286) 817,367
At 1 July 2016 WZZE—R
+A-B 33,943 1,133,156 5,407 76 6,923 44,496 (406,348) 817,653 (286) 817,367
Total comprehensive  FE2HE R
loss for the year BEm - - - - — (7,063) (48,277) (55,340) (810) (56,150)
Disposal of HEWBAR
subsidiaries - - - - - - - - 7 7
Acquisition of assets W& & - - - - - - - - 14,680 14,680
At 30 June 2017 RIZ—t%
~NAZTH 33,943 1,133,156 5,407 76 6,923 37,433 (454,625 726,313 13,591 775,904
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Consolidated Statement of Cash Flows

S5BEHRER

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

2017 2016
—E—tHF —E-RF
HK$'000 HK$'000
FHET FAET
Cash flows from operating activities EZEFERBREHE
Loss before tax BR T A &5 18 (58,325) (123,590)
Adjustments for: B TIEEAE:
Depreciation e 6,838 6,310
Finance costs B & p AR 161 661
Interest income from refundable AREEEFIZSHBERA
secured deposit (5,830) —
Net loss on fair value changes on BEAREGFABERZ SR
financial assets at fair value through BEANAEEESHZER
profit or loss F 949 33,161
Loss on disposals of property, plant HEWE MEREZEZ
and equipment (=g — 822
Loss on write-off of property, plant BEYE BMELRZHEZ
and equipment (=t 11 —
Amortisation of intangible assets | EE®HE 4,793 4,996
Gain on deregistration of a subsidiary =R RN NI & (4,864) —
(Gain)/loss on disposals of subsidiaries HERBEARZ
(K &)/ BH#E (17) 12
Loss arising from changes in fair value £¥WEEAABEZBHEE
less costs to sell of biological assets RAREE ZEIB 33,233 45,603
Equity-settled share-based payments LAMEZS S E AR (D A B
(NN — 6,923
Operating loss before working capital EEESEHNCKEEE
changes (23,051) (25,102)
Change in inventories FE# (4,780) (8,575)
Change in trade and other receivables  J& U BR 3k I H fth f& U2 5k 1B
) (6,551) (17,871)
Change in loans receivable JE I B FR (12,827) (8,062)
Changes in financial assets at fair value E AR EFAEZEZ ©#
through profit or loss BEEZE 3,220 4,993
Change in trade and other payables JE {1 BR 30 2 EL i FE 5 5RIE
2 445 1,032
Cash used in operations KEFMAR € (43,544) (53,585)
Income tax refunded/(paid) 2ERE (BB 60 (200)
Interest income from refundable secured AR & 2 % £ 7 8 U8 A
deposit 5,830 —
Interests paid 219 & — (661)
Net cash used in operating activities EZ;FEFAELEHA (37,654) (54,446)
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Consolidated Statement of Cash Flows

*HWERER

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

2017 2016
—E—tHE —E-REF
HK$'000 HK$'000
FHET FAET
Cash flows from investing activities X ZEEFHFRBTR LK
Purchase of property, plant and BEVE BERZMH
equipment (223) (3,591)
Purchase of investment properties EBEREME — (36,514)
Acquisition of subsidiaries Wit B Bt /8 2 7 (30,496) (1,001)
Proceeds from disposal of a subsidiary H&E—FEWEB ARG MERIE — 1,005
Net cash used in investing activities REEHFAELFHE (30,719) (40,101)
Cash flows from financing activities BIEZFHABIRER
Repayment of promissory note EEAHLERE — (60,000)
Net proceeds from the open offer NHABEMBSRIBFE — 132,673
Net proceeds from the placing of new B¢ & ¥ A% {5 Fr 15 2018 % 58
shares — 45,611
Net cash generated from financing RIEFERBIREFE
activities — 118,284
Net (decrease)/increase in cash and HE&RZRBLEBHCGED)
cash equivalents ¥ 0% 5 (68,373) 23,737
Effect of foreign exchange rate changes 4 [E [E = % & 1) 57 £ 29 —
Cash and cash equivalents at beginning F#ZR& NERIR&EHE
of year 81,359 57,622
Cash and cash equivalents at end FHRZBRERRLIEH
of year 13,015 81,359
Analysis of cash and cash HEREREEEESH
equivalents
Bank and cash balances RITRIB AR 13,015 81,359
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Notes to the Consolidated Financial Statements

RoHBBREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

GENERAL INFORMATION

China Environmental Resources Group Limited (the
“Company”) is a limited liability company incorporated in the
Cayman Islands. The address of its registered office is Ugland
House, South Church Street, P.O. Box 309, George Town,
Grand Cayman, Cayman Islands, British West Indies. The
address of its principal place of business is 2811, 28/F West
Tower Shun Tak Centre, 168-200 Connaught Road Central,
Hong Kong. The Company’s shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and Singapore Exchange Limited.

During the year, the Company’s principal activity is investment
holding. The principal activities of its subsidiaries are set out
in note 37. The Company and its subsidiaries hereinafter
collectively referred to as the “Group”.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public
Accountants (the “"HKICPA") that are relevant to its operations
and effective for its accounting year beginning on 1 July
2016. HKFRSs comprise Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standard, and
Interpretations. The adoption of these new and revised
HKFRSs did not result in significant changes to the Group’s
accounting policies, presentation of the Group’s consolidated
financial statements and amounts reported for the current
year and prior years.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new
HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a material impact on its results of
operations and financial position.

—BREH

FREIRBEREBBR AR ([AAF])
ERAESHEFMKRINERETA
7] o 5L it # = B2 2 A Ugland  House,
South Church Street, P.O. Box 309,
George Town, Grand Cayman,
Cayman lIslands, British West Indies *
TEEEWEURBEBETHER
168-2005% 5 1= & /0 78 228122811
E o ARRIRDREBEABERSHAE
PRAT] ([BE R FT)) =R R ET N 35 5
RS E™™ o

FRA ARANTEXEBRAKREE
I o B ARz X EXEHIIRNK
FE37 ° ARA] M AN B AR LR A HE
RIAREE] -

RMFEI REBITEEUBR
HEH

RAFEE  AEBECRAE L D56
R ((EREFMAR]) EMmILEAR
EECEBAEBER-_T—XFtA
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B mEEL]) - BRI RS ER
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES

Statement of compliance

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of biological assets which are carried at their fair
values less costs to sell and financial assets at fair value
through profit or loss which are carried at their fair values.
The consolidated financial statements are presented in Hong
Kong Dollars (“HK$"”) and all values are rounded to the
nearest thousand except when otherwise indicated.

The preparation of the consolidated financial statements in
conformity with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the directors of
the Company to exercise their judgements in the process of
applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these consolidated financial statements, are
disclosed in note 4.

The significant accounting policies applied in the preparation
of the consolidated financial statements are set out below.

China Environmental Resources Group Limited 2017 Annual Report
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 2017 HBE=—ZT—tFSA=+HIEFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
30 June. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its
power over the entity. The Group has power over an entity
when the Group has existing rights that give it the current
ability to direct the relevant activities, i.e. activities that
significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential
voting right is considered only if the holder has the practical
ability to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are deconsolidated from the
date the control ceases.

The gain or loss on the disposal of a subsidiary that results in
a loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of
any investment retained in that subsidiary and (i) the
Company'’s share of the net assets of that subsidiary plus any
remaining goodwill relating to that subsidiary and any related
accumulated exchange fluctuation reserve.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement of
changes in equity within equity. Non-controlling interests are
presented in the consolidated statement of profit or loss and
other comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the
non-controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Business combination and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The cost of
acquisition is measured at the acquisition-date fair value of
the assets given, equity instruments issued, liabilities incurred
and contingent consideration. Acquisition-related costs are
recognised as expenses in the periods in which the costs are
incurred and the services are received. Identifiable assets and
liabilities of the subsidiary in the acquisition are measured at
their acquisition-date fair values.

The excess of the cost of acquisition over the Company’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of
the Company’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised
in profit or loss as a gain on bargain purchase which is
attributed to the Company.

Goodwill is tested annually for impairment or more frequently
if events or changes in circumstances indicate that it might be
impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment
losses of goodwill is the same as that of other assets as
stated in the accounting policy below. Impairment losses of
goodwill are recognised in profit or loss and are not
subsequently reversed. Goodwill is allocated to cash-
generating units that are expected to benefit from the
synergies of the acquisition for the purpose of impairment
testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable
assets and liabilities at the acquisition date.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

3. BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Foreign currency translation

(a)

(b)

(9]

Functional and presentation currency

Items included in the financial statements of each of the
group entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in HK$, which is the Company’s
functional and the Group’s presentation currency.

Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into the
functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair values in
foreign currencies are translated using the exchange
rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss on
a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised
in profit or loss.

Translation on consolidation

The results and financial position of all the group
entities that have a functional currency different from
the Group’s presentation currency are translated into the
Group's presentation currency as follows:

(i)  Assets and liabilities for each statement of financial
position presented are translated at the closing
rate at the date of that statement of financial
position;

(i)  Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case incomes and expenses are translated at
the exchange rates on the transaction dates); and
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Notes to the Consolidated Financial Statements
FEMPHIRE M B

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Foreign currency translation (Continued)

(c) Translation on consolidation (Continued)
(iii)  All resulting exchange differences are recognised in
the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and
of borrowings are recognised in the foreign currency
translation reserve. When a foreign operation is sold,
such exchange differences are recognised in profit or
loss as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

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

Depreciation of property, plant and equipment is calculated at
rates sufficient to write off their costs less their residual
values over the estimated useful lives on a straight-line basis.
The principal annual rate is as follows:

Over the shorter of
20%-33% or the
remaining unexpired
terms of the leases

Furniture, fixtures and equipment 19%-33%

Cruiser 30%

Leasehold improvements
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment (Continued)

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each
reporting period.

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

Investment properties

Investment properties are land and/or buildings held to earn
rentals and/or for capital appreciation. Investment properties
are measured initially at their cost including all direct costs
attributable to the properties.

After initial recognition, the investment properties are stated
at cost less accumulated depreciation and impairment losses.
The depreciation is calculated using the straight line method
to allocate the cost to the residual value over their estimated
useful lives of 20 and 30.5 years.

The gain or loss on disposal of an investment property is the
difference between the net sales proceeds and the carrying
amount of the property, and is recognised in profit or loss.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

3. BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Operating leases

Leases that do not substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted for as
operating leases.

The Group as lessee

Lease payments (net of any incentives received from the
lessor) are recognised as an expense on a straight-line basis
over the lease term.

The Group as lessor
Rental income from operating leases is recognised on a
straight-line basis over the term of the relevant lease.

Intangible assets

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination and
recognised separately from goodwill are initially recognised at
their fair value at the acquisition date (which is regarded as
their cost).

Subsequent to initial recognition, intangible assets acquired in
a business combination are measured at cost less
accumulated amortisation and accumulated impairment losses
(if any), on the same basis as intangible assets that are
acquired separately. Amortisation is calculated on a straight-
line basis over their estimated useful lives of 30 years.

Biological assets

A biological asset is defined as a living plant managed by the
Group which is involved in the agricultural activity of the
transformation of biological assets for sale, into agricultural
produce, or into additional biological assets.

Biological assets comprise standing timbers in the People’s
Republic of China (the “PRC"), which are stated at fair value
less costs to sell at initial recognition and at the end of each
reporting period. The gain or loss arising on initial
recognition, and subsequent change in fair values less costs to
sell of biological assets is recognised in profit or loss in the
reporting period in which it arises. Costs to sell are the
incremental costs directly attributable to the disposal of an
asset, excluding finance costs and taxes. Standing timber is
transferred to inventory at its fair value less costs to sell at
the date of harvest.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HZE=-Z—t & XA=THILFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis. The
cost of finished goods and work in progress comprises raw
materials, direct labour and an appropriate proportion of all
production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group
becomes a party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the
assets; or the Group neither transfers nor retains substantially all
the risks and rewards of ownership of the assets but has not
retained control on the assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and
the sum of the consideration received and the cumulative gain
or loss that had been recognised in other comprehensive income
is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.

Investments

Investments are recognised and derecognised on a trade date
basis where the purchase or sale of an investment is under a
contract whose terms require delivery of the investment
within the timeframe established by the market concerned,
and are initially measured at fair value, plus directly
attributable transaction costs except in the case of financial
assets at fair value through profit or loss.

Financial assets at fair value through profit or loss are either
investments classified as held for trading or designated as at
fair value through profit or loss upon initial recognition.
These investments are subsequently measured at fair value.
Gains or losses arising from changes in fair value of these
investments are recognised in profit or loss.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

3. BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Trade, loans and other receivables

Trade, loans and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less allowance for impairment. An
allowance for impairment of trade, loans and other
receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due
according to the original terms of receivables. The amount of
the allowance is the difference between the receivables’
carrying amount and the present value of estimated future
cash flows, discounted at the effective interest rate computed
at initial recognition. The amount of the allowance is
recognised in profit or loss.

Impairment losses are reversed in subsequent periods and
recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively to
an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value. Bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Financial liabilities and equity instruments
(Continued)

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

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

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Revenue from the sales of motor vehicles are recognised on
transfer of significant risks and rewards of ownership, which
generally coincides with the time when the goods are
delivered and the title has passed to the customers.

Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount.

Rental income is recognised on a straight-line basis over the
lease term.

Employee benefits

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

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Employee benefits (Continued)

(b) Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the Group
and employees are calculated as a percentage of
employees’ basic salaries. The retirement benefit scheme
cost charged to profit or loss represents contributions
payable by the Group to the funds.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part of
the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for
the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by
applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining a
qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Equity-settled share-based payment transactions

Share options granted to directors and employees

The fair value of services received is determined by reference
to the fair value of the share options granted at the grant
date and is expensed on a straight-line basis over the vesting
period, with a corresponding increase in equity (share-based
compensation reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the estimates
during the vesting period, if any, is recognised in profit or
loss, with a corresponding adjustment to share-based
compensation reserve.

At the time when the share options are exercised, the
amount previously recognised in share-based compensation
reserve will be transferred to share premium. When the share
options are forfeited after the vesting date or are still not
exercised at the expiry date, the amount previously
recognised in share-based compensation reserve will be
transferred to accumulated losses.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

3. BASIS OF PREPARATION AND SIGNIFICANT 3. BREEREXEHR
ACCOUNTING POLICIES (CONTINUED) (48)
Taxation HIE
Income tax represents the sum of the current tax and FEHEANENTERRELHIE
deferred tax. HmE e
The tax currently payable is based on taxable profit for the IR B P B IR TR TS M SR B R B 5T
year. Taxable profit differs from profit recognised in profit or HEoEBRBENTREEMFEE 2E
loss because it excludes items of income or expense that are A ER 2 WA RFXIEER - 71
taxable or deductible in other years and it further excludes TREAERHE I T AER BN
items that are never taxable or deductible. The Group's THE > WEBZABRENARE - K
liability for current tax is calculated using tax rates that have SECERBREERENKRERR
been enacted or substantively enacted by the end of the RIE RIS ARB LRI o TR ETE o
reporting period.
Deferred tax is recognised on differences between the Zﬁkﬁlﬁlﬁﬁéﬁﬁﬁx#ﬁ%WﬁF&E
carrying amounts of assets and liabilities in the consolidated R AR E B B 5+ 5 R T A AT £ A 48
financial statements and the corresponding tax bases used in E%R%Z#%ﬁé%lf/{ﬁ@; c RAEFIEE
the computation of taxable profit. Deferred tax liabilities are BE—REMEERTEREZER
generally recognised for all taxable temporary differences and R IR R TE A E B R R AT A8 Y 8H e
deferred tax assets are recognised to the extent that it is AP EMNERAMREREE 22BN
probable that taxable profits will be available against which T RATEEBERAAREELES
deductible temporary differences, unused tax losses or AIBAATURER - WMEKEZHEHY
unused tax credits can be utilised. Such assets and liabilities B YRR I 52 BT I8 5 A 3k
are not recognised if the temporary difference arises from iR R G HMWEERBRE(E
goodwill or from the initial recognition (other than in a BEMBRINFIESE  IIEBEEER
business combination) of other assets and liabilities in a BEFTTHER
transaction that affects neither the taxable profit nor the
accounting profit.
Deferred tax liabilities are recognised for taxable temporary BELEHBEAERNHWB AR ZIRERM
differences arising on investments in subsidiaries, except EEXERVEREZHETUER B
where the Group is able to control the reversal of the SE B NIE %'Jﬁ’*H##%EEF ifn &
temporary difference and it is probable that the temporary FrEBRAUgE AR RERERA
difference will not reverse in the foreseeable future. BR AN o
The carrying amount of deferred tax assets is reviewed at the BIEFIEE E 2 REE DR S RS
end of each reporting period and reduced to the extent that RETRE - WTAEERR - EZ
it is no longer probable that sufficient taxable profits will be I % R S E AR s N AT i 2 B ek E oy
available to allow all or part of the asset to be recovered. BEEMBEEENTEARIL -
Deferred tax is calculated at the tax rates that are expected IEE R AR IBE R RS BB AR AT E 5] 2 5k
to apply in the period when the liability is settled or the asset ABERTSL 2B & - hﬁﬁiﬁﬂiﬁﬁﬁ’\\ﬁ
is realised, based on tax rates that have been enacted or anzM NEELRPM 2R ETE
substantively enacted by the end of the reporting period. BT IR I8 25 R 'fﬁ?#LLﬁ
Deferred tax is recognised in profit or loss, except when it IEF%?ECE@IEMU\IE%K‘%E
relates to items recognised in other comprehensive income or WMRZIEE  E%E )RTLLTFLIEDT
directly in equity, in which case the deferred tax is also RE M 2 E WA =P RER

recognised in other comprehensive income or directly in
equity.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

3. BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Taxation (Continued)

The measurement of deferred tax assets and liabilities reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Related parties

A related party is a person or entity that is related to the
Group.

(A) A person or a close member of that person’s family is
related to the Group if 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 Company or of a parent of the Company.

(B)  An entity is related to the Group if any of the following
conditions applies:

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

(i)  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.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

3. BASIS OF PREPARATION AND SIGNIFICANT 3. BREEREXEHR
ACCOUNTING POLICIES (CONTINUED) (%)
Related parties (Continued) FAEANL(E)
(B) (Continued) B) (&)
(v)  The entity is a post-employment benefit plan for vy EBERBAREEBEFMEKLEH
the benefit of employees of either the Group or EHECEBREEN =
an entity related to the Group. If the Group is JH BRI A o
itself such a plan, the sponsoring employers are AEEXRFFELZTE -
also related to the Group. REEDNEZITERASE
BE@E -
(vi)  The entity is controlled or jointly controlled by a (vi) EEEZ(A)FTFAIA TS
person identified in (A). R AR o
(vii) A person identified in (A)() has significant influence (vii) (A )()ﬁﬁ;%k%'u\iﬂgﬁg
over the entity or is a member of the key ﬁﬁﬁ B NN EZE R
management personnel of the entity (or of a (HZERBNERRDEE
parent of the entity). BEIEEKE -
(viii) The entity, or any member of a group of which it (ii) ERIBERBHEP —BH
is a part, provides key management personnel B & B E T EMKE R A
services to the Company or to a parent of the =1 R N/NET R NN RS /N
Company. AIRHEITEEREAER
& o
Impairment of assets EERE
At the end of each reporting period, the Group reviews the RERSHEER  AEEHHEEE
carrying amounts of its assets except biological assets and ZEEBBEELTHE(EDNEERDE
goodwill to determine whether there is any indication that those BRON  LEBEB ST AT RBERZ
assets have suffered an impairment loss. If any such indication EEERBRRAEEE WREFEEM
exists, the recoverable amount of the asset is estimated in order WEBR  BeywEEm kD
to determine the extent of any impairment loss. Where it is not EREET - LS E AR EEEZE
possible to estimate the recoverable amount of an individual E o fiH S KA Belh & E R & E &9 R]
asset, the Group estimates the recoverable amount of the cash KE&%E  AASEGEFTEEBRK
generating unit to which the asset belongs. ReEFXEEMMAIKREEE -
Recoverable amount is the higher of fair value less costs of AT E S ERA AR EHEEK AR
disposal and value in use. In assessing value in use, the FREEMEFRZREE - Rl EE
estimated future cash flows are discounted to their present FREER it RRRESMETIA
value using a pre-tax discount rate that reflects current AIRAER RALIR FH(E - Z B EaE
market assessments of the time value of money and the risks MER MG EERHERE
specific to the asset. 2= 5 E R
If the recoverable amount of an asset or cash-generating unit WMEEXRESEFLEM 2 AIWNE S
is estimated to be less than its carrying amount, the carrying HEBPOREREE  IEESZRE
amount of the asset or cash-generating unit is reduced to its EXBEN s RAES HQ\EH—MQ@
recoverable amount. An impairment loss is recognised TR REEESHNRRERERA
immediately in profit or loss, unless the relevant asset is X KRINMEEEREHE2ET
carried at a revalued amount, in which case the impairment - EZBEA T REBEEERIEER
loss is treated as a revaluation decrease. WO -
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

BASIS OF PREPARATION AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Impairment of assets (Continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of
amortisation or depreciation) had no impairment loss been
recognised for the asset or cash-generating unit in prior
years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the reversal of
the impairment loss is treated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present 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 expenditures 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 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 is remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the consolidated financial statements. Events after
the reporting period that are not adjusting events are
disclosed in the notes when material.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

4. CRITICAL JUDGEMENTS AND KEY ESTIMATES
Key sources of 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 discussed below.

(a) Fair values less costs to sell of biological assets

The Group appointed an independent professional valuer
to assess the fair values less costs to sell of its
biological assets. In determining the fair values, the
valuer has utilised a method of valuation which involves
certain estimates. The directors have exercised their
judgement and are satisfied that the method of
valuation is reflective of the current market conditions.

(b) Impairment of intangible assets

The Group assesses whether there are any indicators of
impairment for all intangible assets at the end of each
reporting period. Such assets are tested for impairment
when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when the
carrying value of an assets or a cash-generating unit
exceeds its recoverable amount, which is higher of its
fair value less costs of disposal and its value in use. To
calculate the fair value less costs of disposal, the
management estimates the expected future cash flows
from the assets or cash-generating unit and chooses a
suitable discount rate in order to derive the present
value of those cash flows.

(c) Property, plant and equipment, investment
properties and depreciation

The Group determines the estimated useful lives,
residual values and related depreciation charges for its
property, plant and equipment and investment
properties. This estimate is based on the historical
experience of the actual useful lives and residual values
of property, plant and equipment and investment
properties of similar nature and functions. The Group
will revise the depreciation charge where useful lives
and residual values are different to those previously
estimated, or it will write-off or write-down technically
obsolete or non-strategic assets that have been
abandoned or sold.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

4.

CRITICAL JUDGEMENTS AND KEY ESTIMATES
(CONTINUED)

(d)

(e)

(f)

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of its
trade, loans and other receivables, including the current
creditworthiness, collateral security, financial condition
and past collection history of each debtor. Impairments
arise where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of bad and doubtful debts requires the use
of judgement and estimates. Where the actual result is
different from the original estimate, such difference will
impact the carrying value of the trade, loans and other
receivables and doubtful debt expenses in the year in
which such estimate has been changed. If the financial
conditions of the debtors were to deteriorate, resulting
in an impairment of their ability to make payments,
additional allowances may be required.

Income taxes

The Group is subject to income taxes in Hong Kong and
the PRC. Significant estimates are required in
determining the provision for income taxes. There are
many transactions and calculations for which the
ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax
outcome of these matters is different from the amounts
that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the period
in which such determination is made.

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense.
These estimates are based on the current market
condition and the historical experience of manufacturing
and selling products of similar nature. It could change
significantly as a result of changes in customer taste and
competitor actions. The Group will reassess the
estimates by the end of each reporting period.
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. 88

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, price risk, credit risk, liquidity risk and
interest rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the Group's financial performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in HK$ and
Renminbi which are the functional currencies of the
principal operating entities of the Group. The Group
currently does not have a foreign currency hedging
policy in respect of foreign currency transactions, assets
and liabilities. The Group will monitor its foreign
currency exposure closely and will consider hedging
significant foreign currency exposure should the need
arise.

(b) Price risk

The Group is exposed to equity price risk in respect of
its financial assets at fair value through profit or loss.
The directors manage this exposure by maintaining a
portfolio of investments with different risk profiles. The
Group's equity price risk is mainly concentrated on
equity instruments quoted in the Stock Exchange.

At 30 June 2017, if the share prices of the investments
increase/decrease by 10%, profit or loss for the year
would have been HK$106,000 (2016: HK$454,000)
higher/lower, arising as a result of the fair value gain/
loss of the investments.

(c) Credit risk

The carrying amount of bank and cash balances, trade
and other receivables, loans receivable, financial assets
at fair value through profit or loss and refundable
secured deposit included in the consolidated statement
of financial position represents the Group’s maximum
exposure to credit risk in relation to the Group’s
financial assets.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 2017 #HZE—-ZF

—tEEXRA=THLFE

5. FINANCIAL RISK MANAGEMENT (CONTINUED)

(9)

Credit risk (Continued)

At the end of the reporting period, the Group had
certain concentration of credit risk as approximately 79%
(2016: 39%) and 99% (2016: 99%) of the its trade
receivables were due from the largest customer and the
five largest customers, respectively. The Group has
policies in place to ensure that sales are made to
customers with an appropriate credit history. In addition,
the directors review the recoverable amounts of each
individual trade and loan debt regularly to ensure that
adequate impairment losses are recognised for
irrecoverable debts. In this regard, the directors consider
that the Group’s credit risk is significantly reduced.

The credit risk on bank and cash balances is limited
because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies.

The credit risk on financial assets at fair value through
profit or loss is limited because the counterparties are
well-established securities broker firms in Hong Kong.

The Group obtains collateral from the vendor to
minimise the credit risk in respect of the refundable
secured deposit.
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For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

5. FINANCIAL RISK MANAGEMENT (CONTINUED) 5. 2£pEMBEE(E)

(d) Liquidity risk (d) HENE £ B
The Group's policy is to regularly monitor current and AEBENHEZTHERRE
expected liquidity requirements to ensure that it LIEHRSESTE  WRHE
maintains sufficient reserves of cash to meet its liquidity BrarwmRieHEnRTRHAR
requirements in the short and longer term. REARBESTE o
The maturity analysis of the Group’s financial liabilities is rEEeRABEZ BT
as follows: S8
Within Total
1 year or Between undiscounted Carrying
on demand 1 and 2 years cash flow amounts
—FUR KERBEE
2 fE & K —EWME HEBE AR {E
HK$'000 HK$'000 HK$'000 HK$'000
TERT TERT TET TET
At 30 June 2017 R-ZF—-t%F
~A=+H
Trade and other payables &1 8R 18 & H it
JE 15 50 IR 10,749 — 10,749 10,749
Promissory note AHER 1,800 31,800 33,600 28,881
12,549 31,800 44,349 39,630
Within Total
1 year or Between  undiscounted Carrying
on demand 1 and 2 years cash flow amounts
N AUFREE
o B Z 5k —EWF = B REE
HK$'000 HK$'000 HK$'000 HK$'000
THET THET FTHT FTHET
At 30 June 2016 RZ¥|—RE
~A=+H
Trade and other payables J&{+ 85 5% & E b
JE 11 5008 3,126 — 3,126 3,126
(e) Interest rate risk (e) FZEJH bz
The directors of the Company are of the opinion that AABEERE - ARTERFIX
the Group does not have significant interest rate risk as BBWAEKXN  AEEWESE KX
the fluctuation in interest rates is not expected to be FlERR ANEBEFLEDERN
material. The Group will constantly review the economic KEBAKRAENERBAS -
situation and its interest rate risk profile, and will AR B ZE E S E ¥

consider appropriate hedging measure in future as may HHE o
be necessary.
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For the year ended 30 June 2017 #HZE—-ZF

5.

—tEEXRA=THLFE

FINANCIAL RISK MANAGEMENT (CONTINUED)

()

(9)

(h)

5.

Rl EEER (&)

Categories of financial instruments at 30 June ) RZFB—tER-_F-—<F
2017 and 2016 ANA=tHZERMIAEH
2017 2016
—E—tF —E—REF
HK$'000 HK$'000
FH#T FAT
Financial assets SRIBEE
Financial assets at fair value FBRERRARBETEZ
through profit or loss: TREE:
Held for trading FHIEEH 1,264 5,433
Loans and receivables (including ~ BER R EWRFE(BERE
cash and cash equivalents): FERRSIER) :
Trade receivables JE WY BR 3K 772 4,873
Deposits and other receivables & K H b E W R IE 1,540 1,353
Loans receivable &I B K 25,899 13,072
Refundable secured deposit MRECEAZS 70,000 70,000
Cash and cash equivalents RekERIRELEE 13,015 81,359
112,490 176,090
Financial liabilities SHEE
Financial liabilities at amortised REHEK AT EZ &/
cost Bf& 39,630 3,126
Fair values (9) ARE
The carrying amounts of the Group's financial assets FmaMBRAXAAERER S
and financial liabilities as reflected in the consolidated wﬁﬁ?&%vaﬂﬁﬁﬁ’]ﬁﬁﬁﬁéﬁ
statement of financial position approximate their HEBWARERSA
respective fair values.
Capital risk management (h)y EcEmER

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and
benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost capital. The
Group's overall strategy remains unchanged from prior
years.

The Group manages the capital structure and makes
adjustments to it in the light of changes in economic
conditions. In order to maintain or adjust the capital
structure, the Group may adjust the dividend payments
to shareholders, issue or buy-back shares, issued new
debts, recover debts or sell assets to maintain
sufficiency of working capital.
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FEMBIREUE

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

5. FINANCIAL RISK MANAGEMENT (CONTINUED) 5. 2£pEMBEE(E)

(h) Capital risk management (Continued)

The Group's total capital is the shareholders’ equity
stated in the consolidated statement of financial
position. The Group is not subject to external
mandatory capital requirements and uses the liquidity
ratio (i.e. proportion of current assets to current
liabilities) to monitor the capital.

(h) E£EMEEZEGER)

AEBNBERNDEZEE P BN
ARVIARBRRED - AR H
BABTINEPRBIEARRE > W
ERARBEEENRBEES R
PRENLIDERES -

The liquidity ratio of the Group is as follows: AEENRBEERAT
2017 2016
—F—tE N
Liquidity ratio BN X 7.38 11.63
FAIR VALUE MEASUREMENTS AREFE

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
following disclosures of fair value measurements use a fair
value hierarchy that categorises into three levels the inputs to
valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets
for identical assets or liabilities that the Group can access at
the measurement date.

Level 2 inputs: inputs other than quoted prices included
within level 1 that are observable for the asset or liability,
either directly or indirectly.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

6. FAIR VALUE MEASUREMENTS (CONTINUED) 6. ARIEFEE)
Level 3 inputs: unobservable inputs for the asset or liability. Fo-RMABE - EELBEZTT
BssE o
The Group's policy is to recognise transfers into and transfers REEZBRBERBEZNEEIGN
out of any of the three levels as of the date of the event or NEBENZER  ARILEZE=R
change in circumstances that caused the transfer. EX/oAEMBAREDR -
(@) Disclosures of level in fair value hierarchy at 30 June (@ RZZE—tHFEXA=Z+tHZAAR
2017: BEERAKE:

Fair value measurements using:

ERAUTHABRZAREE:

Description Level 1 Level 2 Level 3 Total
i £ EH E=H @t
HK$'000 HK$'000 HK$'000 HK$'000
TERT TER TET TEXT
Recurring fair value KEHEDIRE
measurements: &
Biological assets EMEE — 506,022 — 506,022

Financial assets at fair &R Af EEA
value through profit 18z 2 & &b

or loss BE 1,264 — — 1,264
Total recurring EEHARE

fair value ATEEE

measurements 1,264 506,022 — 507,286
Disclosures of level in fair value hierarchy at 30 June RZE—RFNA=THZAR
2016: BERERHE:

Fair value measurements using:

ERATBABBZAAENE:

Description Level 1 Level 2 Level 3 Total
1t E—& B E=& @t
HK$'000 HK$'000 HK$'000 HK$'000
FER FET FET FET
Recurring fair value "KEMEQNRE
measurements: A E
Biological assets EMEE — 547,224 — 547,224

Financial assets at fair &2 72 E&HA
value through profit 18z 2 £ @

or loss BE 5,433 — — 5,433
Total recurring fair EEHARE

value Hi=g k]

measurements 5,433 547,224 — 552,657
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For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

6.

FAIR VALUE MEASUREMENTS (CONTINUED)

(b)

Disclosure of valuation process used by the Group and
valuation techniques and inputs used in fair value
measurements:

The Group’s management is responsible for the fair
value measurements of assets and liabilities required for
financial reporting purposes. The management reports
directly to the Board of Directors for these fair value
measurements. Discussions of valuation processes and
results are held between the management and the
Board of Directors at least twice a year.

6.

ARETEE)

(b)

AEEFRBAERERERA
fREFEMBBERMNEEA
2ig

AEBEREABRETHER
ERECEERABEAARE
AE-EEEEERRAEEER
EREAAEME - BEEHR
ExegFELmbELRE
RERMIR -

The following table gives information about how the fair TREBIEBEEAEBIEARE
values of the Group's biological assets carried at fair HAEAEYMEEN A BENME
value are determined. JE ©
Level 2 fair value measurements FE_RAREFTE
Fair value Fair value
AfRE ArfE
2017 2016
—F—t&FE —T—K<F
Description Valuation technique Inputs HK$'000 HK$'000
B att EEER LN FHET FET
Biological assets Market approach Market price of poplar 506,022 547,224

trees per m* of RMB674
(2016: RMB716)
B8 ARmEAR
674 (=T — /N F:
AR#7167T)

tWEE miEx
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For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

7. REVENUE 7. Wiz
The Group’s revenue, which represents sales of motor $’$@E’]W/\Ta HEARE - FHEAMA
vehicles, rental income from car parking spaces and loan WA REFH WA R0
interest income, is as follows: D
2017 2016
—F—tf —ZE-RF
HK$’'000 HK$'000
TERT FHET
Trading of motor vehicles EERE 8,431 9,679
Rental income HeWA 3,571 3,360
Loan interest income BERAMERA 1,969 326
13,971 13,365
8. SEGMENT INFORMATION 8. HEMEH
The Group has six reportable segments as follows: REERERIZ2®H EBAT
(i)  Sales of plantation materials and products (i) HEEEBEM®
(i) Green technology advisory services (i) AR RS
(iiiy  Provision of financial services (i) THEEE IR
(iv)  Securities trading and investment vy BHREERKE
(v)  Property investment v MEKRE
(vi) Trading of motor vehicles (viy EEAR®E
The Group’s reportable segments are strategic business units $$Zi ﬁ’\jﬁﬁ'ﬁmf N[ an
that offer different products and services. They are managed &HW%Zﬁ/Ef%fiﬂ ° BN E XS
separately because each business requires different technology BN R Bl R R R M
and marketing strategies. REBSAZ2HmD B -
Segment profits or losses do not include gain on o H /ﬁﬁ*'J_JZEE'ﬁTET BIE T ﬁF'EJFﬁE
deregistration of a subsidiary, interest income from refundable 72”51 iﬁaﬁﬁﬁ/ﬁﬂ
secured deposit, sponsor income, finance costs and income %U\ gﬁ?%/\ ﬁﬁéﬁk?’»‘%ﬁﬁ
tax credit. Segment assets do not include refundable secured T%% Aiﬁé{?ﬁ_@%—ﬁ;ﬁaﬁ?ﬁﬁ
deposit. Segment liabilities do not include deferred tax B  nHEAETEREELEHRBEAE
liabilities and promissory note. NARZERE -
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For the year ended 30 June 20177 #HZE=-Z—t & XA=1+HILFE

o sl [ 4=
8. SEGMENT INFORMATION (CONTINUED) 8. NEEHE(E)
Information about reportable segment revenue, profit or loss, B@AE2F o BHINE  1Bm - BE
assets and liabilities: RBEMERAT:
Sales of
plantation Green
materials technology Provision of  Securities Trading of
and advisory financial trading and Property motor
products services services investment investment vehicles Total
HE HBEeRwd R 5%
EEER BEEHERS k¥ BEEREE YERE BERE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAT FHET FHET FAT FHT
Year ended 30 June 2017 BE-T—t&£xA
=+HLEE
Revenue from external REINA TP H W
customers — — 1,969 = 3,571 8,431 13,971
Segment (loss)/profit 5 (& 18),
comprising: BIE: (43,189) (284) 1,895 (1,424) (4,084) (5,511) (52,597)
Loss arising from changes in fair % & E QA B2 &
value less costs to sell of HEEREKEE 2
biological assets B8 (33,233) = = = = = (83%253)
Depreciation and amortisation T & [ # 44 (4,793) — — (250) (4,945) (599) (10,587)
Proceeds from disposal of listed &t 515 3E
securities e — — 4,001 e — 4,001
Costs of disposal of listed HE LT ESHHRAR
securities — = — (4,508) — — (4,508)
Net unrealised losses on trading B & & % 8 & # 3 &
securities BFE — = — (442) = = (442)
At 30 June 2017 R-ZT—t&ER
=:1H
Segment assets DEEE 609,729 — 26,478 5,784 215,126 32,966 890,083
Segment liabilities o E B E 1,197 — 343 467 2,917 903 5,827
Year ended 30 June 2016 BE-T-REXA
=+HLEE
Revenue from external REINA TP H W &
customers = = 326 = 3,360 9,679 13,365
Segment (loss)/profit o (&5 148) /% A
comprising: B (54,928) (731) 188 (34,188) (1,364) (3,425) (94,448)
Loss arising from changes in fair % & E QA @2 &
value less costs to sell of WL SR AREEZ
biological assets &5 (45,603) — — — — — (45,603)
Depreciation and amortisation 37 & [ # 44 (4,996) (4) — (600) (4,490) (176) (10,266)
Proceeds from disposal of listed 1% £ 38 % Fr{3 28
securities — — — 21,947 — — 21,947
Costs of disposal of listed & EmEHBK A
securities — — — (55,197) — — (55,197)
Net unrealised gains on trading B & & % # R &8
securities %5 % 8 — — — 89 — — 89
At 30 June 2016 R-ZT—REXRA
SarE
Segment assets DA E 657,635 69 13,072 14,014 137,280 33,512 855,582
Segment liabilities DEEE 1,182 4,860 39 467 487 1,075 8,110
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For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

8. SEGMENT INFORMATION (CONTINUED) 8. NEEHE(HE)
Reconciliations of reportable segment revenue, profit or loss, B@AEF o BHINE  Bm - BE
assets and liabilities: REENEERNT:
2017 2016
—F—tHF ZE-ARF
HK$'000 HK$'000
FH#T FAET
Revenue: Wz -
Total revenue of reportable segments ] £ ¥R 7 &5 4 Ug &5 13,971 13,365
Loss: E‘i?ﬂ :
Total loss of reportable segments AE®kH A LER (52,597) (94,448)
Other profit or loss: Eiﬁﬁkiﬁﬁi
Finance costs LN (161) (661)
Gain on deregistration of a HHE BB AR 2B
subsidiary 4,864 _
Income tax credit s & 9,238 16,704
Other income Hin g A
— Interest income from refundable — AREZDEMIZ S
secured deposit 2 WA 5,830 —
— Sponsor income — Bk A 400 —
Corporate and unallocated loss TERARDEEIE (16,661) (28,481)
Consolidated loss for the year FEHREEE (49,087) (106,886)
Assets: BE:
Total assets of reportable segments — A] 2 ¥} 5 f 42 & E 890,083 855,582
Refundable secured deposit ARECRKRIZS 70,000 70,000
Corporate and unallocated assets TERRDEEE 17,729 73,343
Consolidated total assets ERBREE 977,812 998,925
Liabilities: BfE:
Total liabilities of reportable segments A] £ ¥Rk 5 HHHEEE 5,827 8,110
Deferred tax liabilities RIERIABE 152,414 164,324
Promissory note EHEIR 28,881 —
Corporate and unallocated liabilities ¥ kA2 EEE 14,786 9,124
Consolidated total liabilities meRas 201,908 181,558
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For the year ended 30 June 2017 HBZE=—FT—tFA=+HIEFE

8. SEGMENT INFORMATION (CONTINUED) 8. HEMEHN(H)
Geographical information: ESEF -
Revenue Non-current assets
i 25 ERBEE
2017 2016 2017 2016
—E—-tE —T—RFE ZB—tE —T—KF
HK$'000 HK$'000 HK$'000 HK$'000
FET FH&T FETT FET
The PRC H — — 690,643 657,235
Hong Kong ik 13,971 13,365 135,033 141,188
Macau and others PR HAb — — — 11
13,971 13,365 825,676 798,434
In presenting the geographical information, revenue is based REF|HEERE  WEDREBEER
on the locations of the customers. FRfEHb T &
Revenue from major customers: REEXFZREFPA S :
2017 2016
—F—+tF —E—RF
HK$'000 HK$'000
FET FET
Trading of motor vehicles BEERE
Customer A EFA N/A 7 i f* 2,023
Customer B =FB N/A 7 i f* 2,000
Customer C BEC N/A 7 i f* 1,891
Customer D BFD N/A 78 f* 1,782
Customer E EFE 1,800 —
Revenue from the above customers individually contributed SRE £ A= = e W s (8 Bl G R SR 48
more than 10% of the total revenue of the Group. U #10% A | o
i Customers did not contribute more than 10% of the total revenue = ?ﬁiigj‘tﬁf_\ﬂ =+H Ugﬁg '
of the Group for the year ended 30 June 2017. f%%ﬁﬂﬁﬁﬁﬂ‘%%@q& 2510% A
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Notes to the Consolidated Financial Statements
FEHHHREAMEE

For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

9. OTHER INCOME 9. Hfbg A
2017 2016
—FT—+tF —EF—RF
HK$'000 HK$'000
FET FHET

Interest income from refundable ARECEFE SR BRA

secured deposit (note 25) (Bt 2£25) 5,830 —
Sponsor income BB A 400 =
Others EAb 447 3
6,677 3

10. FINANCE COSTS 10. MERE
2017 2016
—E—+tHF —E—RF
HK$'000 HK$'000
FETT FHET
Interests on promissory note EH BB A 161 661

TRRFEEREEARAT —ZT—tEFRH 99
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 20177 #HZE=-Z—t & XA=1+HILFE

1.

INCOME TAX CREDIT . EBKR
2017 2016
—F—-tE —E-RF
HK$'000 HK$'000
FHET FAT
Current tax — Hong Kong Profits Tax BIHAFi 18 — & & F 18
Provision for the year FREEE 313 373
Over-provision in prior years BEFEBBEMG (30) —
Deferred tax (note 27) EERIB (M 7£27) (9,521) (17,077)
(9,238) (16,704)
Hong Kong Profits Tax has been provided at a rate of 16.5% BANBRERBEEZE_Z—tF~A

Zt+HELEFEZHEAERREN 2
16.5% (— & — /X F 1 16.5%) 5t 1% 5
1%0

(2016: 16.5%) on the estimated assessable profits for the
year ended 30 June 2017.

Hih i 2 R & MR IBEIRARE
BREMEBRR 2 RITHE *Eziiﬁ
Eﬁﬁ%ﬁ/ﬁﬁ” N u%%%&l%?t\ﬁnﬂ_

Tax charge on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretation and practices in respect thereof.

Reconciliation between income tax credit and BRERUENENRERARR
accounting loss at applicable tax rate EiTBEREZHER
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FET FAET
Loss before tax B %1 Al B 18 (58,325) (123,590)
Tax calculated at applicable tax rate Tﬁ?ﬁﬁﬁﬁ—?—%%
of 25% (2016: 25%) —T—RF :25%)
Sy HE (14,581) (30,898)
Effect of different tax rates of the MBRARBRER—2 &
subsidiaries 1,689 6,176
Tax effect of expenses that are not TR HIHASZ 2R IE T2
deductible 4,270 1,914
Tax effect of income that are not BAEARBWRA ZHRE &
taxable (1,767) (43)
Tax effect of temporary differences AEREREZ 2 MFTE
not recognised 82 —
Tax over-provision in prior years BEFE 2R IBBEEREG (30) —
Tax effect of tax losses not FERREEBEZHETE
recognised 1,099 6,147
Income tax credit FTigfi i & (9,238) (16,704)
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

12. LOSS FOR THE YEAR 12.

This is stated at after charging the following:

FEBE

I THEFNER T HI B IRR KON

2017 2016
—E—tHF ZE—REF
HK$'000 HK$'000
FH#ET FET
Amortisation of intangible assets | EE#H 4,793 4,996
Auditor’s remuneration % EEN B & 850 780
Cost of inventories sold EEFEKAR 6,755 8,220
Depreciation e 6,838 6,310
Loss on disposals of property, plant HEWE  BERREEE
and equipment — 822
Loss on write-off of property, plant #E¥ % - BER&#H 2
and equipment [ 11 =
Operating lease charges on land and T REFLEHESE A
buildings 3,923 5,122
Staff costs (including Directors’ BEIXNK(PREETMHS) :
remuneration):
— salaries, bonuses and — ¥ e A REE
allowances 10,679 8,123
— retirement benefits scheme RIKAE R 5B 5K
contributions 274 312
— equity-settled share-based — DARR # 4 #J//(foﬁﬁ}
payments E T H — 6,923
10,953 15,358

TERREREEERAR
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—FT—tFA=+HIEFE

13. DIRECTORS’ AND CHIEF EXECUTIVE'S 13. EERITHARNSE
EMOLUMENTS
(@) The emoluments of each director are as () BSBEEWEIFHMT:
follows:
2017
—E—tE
Retirement
Salaries benefit
and Discretionary scheme
Fees allowances bonus contributions Total
BHERN
Hwe HaREHN BB {E 4L B (R A et
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
TERT TERT TERT TERT TERT
Chief executive THER
Mr. Yeung Chi Hang BB L& 1,536 — 128 18 1,682
Executive directors HITESE
Mr. Leung Kwong Choi RET A 180 — 15 10 205
Mr. Wong Po Keung HREEE 300 660 80 18 1,058
Mr. Chung Siu Wah EOEEE 1,056 — 88 18 1,162
Mr. Chik To Pan BB A 480 — 40 18 538
Independent non- BIAFHITES
executive directors
Mr. Wong Kwai Sang HEEELE 120 — 10 — 130
Mr. Ong Chi King FFAHEE 120 — 10 — 130
Mr. Heung Chee Hang BEEBLE 120 — 10 — 130
Total st 3,912 660 381 82 5,035
2016
e SN S
Retirement
Salaries benefit
and  Discretionary scheme
Fees allowances bonus  contributions Total
RRAE A
e o RER BB I 4L FTEIfE R st
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FHET FHET FH& T FHET FHET
Chief executive THEH
Mr. Yeung Chi Hang 588 & 1,111 — 128 46 1,285
Executive directors BITES
Mr. Leung Kwong Choi RELEE 241 — 15 77 333
Mr. Wong Po Keung BEIRBELE 300 660 80 18 1,058
Mr. Chung Siu Wah i8S A 821 — 88 36 945
Mr. Chen Yuyang BRF 45 55 & 437 152 60 — 649
Mr. Chik To Pan BB %A 240 — 3 9 252
Independent non- BIAEBITESE
executive directors
Mr. Wong Kwai Sang mEERE 120 — 10 — 130
Mr. Ong Chi King FEFEEE 120 — 10 — 130
Mr. Heung Chee Hang EEELE 120 — 10 — 130
Total st 3,510 812 404 186 4,912
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

13. DIRECTORS’ AND CHIEF EXECUTIVE'S
EMOLUMENTS (CONTINUED)

There was no arrangement under which a director and chief
executive waived or agreed to waive any emoluments during
the years ended 30 June 2017 and 2016.

(b) Five highest paid individuals

The five highest paid individuals in the Group during the
year included four (2016: four) directors whose
emoluments are set out in note (a) above. The
emoluments of the remaining one (2016: one) individual
are set out below:

13. EERITHERNE (&)

BE_T—tFR-_T-RFRA=
TRLEEEERITRARME L
MESRBERETAMESOLHE -

(b) AERBEHFAL

FA AEERERSHFALE
BEOAR(CE—R"E MOA)E
= EMEeHIN XM E@E) -
BT —B(CT—RF: —F)A
TZBE 5T

2017 2016
—ET—+t%E —E—RF
HK$'000 HK$'000
FH#T FET
Basic salaries, allowances and EXEFe  FUAR
benefits-in-kind B YA &= 780 390

The remuneration of the individual fell within the band
of below HK$1,000,000.

No emoluments were paid by the Group to any of the
directors or the highest paid individuals as an
inducement to join or upon joining the Group or as
compensation for loss of office.

14. LOSS PER SHARE
Basic loss per share

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the year attributable
to owners of the Company of approximately HK$48,277,000
(2016: HK$106,609,000) and the weighted average number of
ordinary shares of 1,697,138,114 (2016: 1,395,685,877) in
issue during the year.

Diluted loss per share

The effects of all potential ordinary shares are anti-dilutive for
the years ended 30 June 2017 and 2076.

% A 1 B9 B F1,000,000/8
TTAT 247 -

AEBEHBERNTAEESES
FPALXNME - (ERIAKRSE
LIS L S ~3
REBA(E -

14. BiRE1E

BIREXBIR

ARBHAEANEBEERERESE 2
BEEESARNRFEEAEBGEEANEE
4748,277,000% jt(= & — X F:
106,609,000 L) R FNE T EB
A% hn #E 735 801,697,138, 1148 (= Z —
JN4E 0 1,395,685,8770%) ©

BikEEEE
HE_Z—tFR-ZT-—REXA=
THLEFENMBEEERARY EE
REEE -
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=
S

DR BIEM

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

15.

16.

DIVIDENDS

The directors do not recommend or declare the payment of
any dividend in respect of the years ended 30 June 2017 and

2016.

PROPERTY, PLANT AND EQUIPMENT

15. IR &

ExVrEBEREmlaz—_F—+

FR-_F—

fHE AR & o
16. M% BERR

NENA=THILEFEIK

Furniture,
Leasehold fixtures and
improvements equipment Cruiser Total
RE KB
HERE RiRiE i @t
HK$'000 HK$'000 HK$'000 HK$'000
FAT FTAT FTAT FAT
Cost &
At 1 July 2015 RZZE—A%F
+A—H 462 3,868 — 4,330
Additions RNE 2,809 782 3,000 6,591
Disposals = (457) (851) — (1,308)
At 30 June 2016 and AT —RF
1 July 2016 NAEZTHRE
—E-RF
+HA—H 2,814 3,799 3,000 9,613
Additions NE 34 192 — 226
Write-off 1 85 (5) (18) = (23)
At 30 June 2017 RZE—+t5F
NAZ=18 2,843 3,973 3,000 9,816
Accumulated 2itinE
depreciation
At 1 July 2015 RZE—RF
+A—H 141 2,373 — 2,514
Charge for the year R E AR 241 754 825 1,820
Disposals e (185) (301) = (486)
At 30 June 2016 and RZTE—RF
1 July 2016 ~NAZ+THER
—E—RF
+A—AH 197 2,826 825 3,848
Charge for the year R HIBR 565 428 900 1,893
Write-off 1 85 (3) 9) — (12)
At 30 June 2017 R-ZT—+4F
~NAZ=1+8 759 3,245 1,725 5,729
Carrying amount IR @B
At 30 June 2017 RZE—LF
~A=+H 2,084 728 1,275 4,087
At 30 June 2016 RZE—RF
~NAZ=1+8 2,617 973 2,175 5,765
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

17. INVESTMENT PROPERTIES 17. BHEME
Car-parking Industrial
spaces properties Total
fEE T¥MmE st
HK$'000 HK$'000 HK$'000
FAT FAT FAT
Cost &
At 1 July 2015 RZE—RF
+tH—H — — —
Additions NE 138,837 — 138,837
At 30 June 2016 and 1 July 2016 R Z-ZT—X4F
NAZTHER
—E-RF
+H—H 138,837 — 138,837
Additions NE = 81,368 81,368
Exchange differences EH =5 — 77 77
At 30 June 2017 R-F—tF
NAZ=TH 138,837 81,445 220,282
Accumulated depreciation HitineE
At 1 July 2015 MN-ZT—HE
+tHA—H — — —
Charge for the year G A BR 4,490 — 4,490
At 30 June 2016 and 1 July 2016 ~ RZZE—XF
NAZTHER
—EAF
+H—H 4,490 — 4,490
Charge for the year R F A B 4,488 457 4,945
Exchange differences X =& — 2 2
At 30 June 2017 R-ZFB—LtF
NAZ=+A 8,978 459 9,437
Carrying amount REE
At 30 June 2017 R-ZE—LtF
NAZ=+H 129,859 80,986 210,845
At 30 June 2016 RZE—RF
NA=+H 134,347 — 134,347

R-BE—+EXA=1+H B=2A
12 B AL 2 A7 18 180,000,000/ 7T

As at 30 June 2017, in the opinion of the directors, the fair
value of the car-parking spaces is HK$180,000,000 (2016:

HK$174,800,000). The fair value is based on the market value —F X% :174,800,0008 7T) ° %
approach under fair value measurement level 2. AREDNRBEAABHEE_R2m

BAEH -

TEWEMPL PRI AR E L3
B -R-_Z—+tFA=+H ==
RAE LEMWEZARES
80,057,000/8 7T(HH & W A R &
70,000,0007T) > Z AR ETIBRIBERA R
Bt EE - 2HEERTE -

The industrial properties are situated in the PRC and held
under medium term lease. As at 30 June 2017, in the opinion
of the directors, the fair value of the industrial properties is
HK$80,057,000 (equivalent to RMB70,000,000). The fair value
is based on the market value approach under fair value
measurement level 2.
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

18. BIOLOGICAL ASSETS 18. EYEE

Standing timbers

RIFEH K
HK$'000
FAET
At 1 July 2015 RZZE—RFEEHA—A 634,119
Loss arising from changes in fair value less £ & E R A EE 8 E SR K
costs to sell of biological assets FrEE 2 BE (45,603)
Exchange differences PEH =% (41,292)
At 30 June 2016 and 1 July 2016 RZZE—AREAA=+HEK
—T-XE+HA—H 547,224
Loss arising from changes in fair value less 4 %M&EE R A B) R H & AL AR
costs to sell of biological assets FTEA 2 Ei8 (33,233)
Exchange differences & N =% (7,969)
At 30 June 2017 R-B—+FRNA=TH 506,022

The Group’s biological assets represent standing timbers on
plantation land of approximately 30,000 Chinese Mu with a
lease term of 30 vyears, expiring in 2038. The standing
timbers comprise mostly poplar trees (accounting over 99%
of the total standing timbers), mixed with a very small
portion of other species of deciduous trees such as elm and
willow. During the year, the Group did not harvest or sell any
standing timbers (2016: Nil).

The Group’s standing timbers as at 30 June 2017 were
independently valued by Roma Appraisals Limited (“Roma”)
which comprises a group of independent professional valuers
with experience and expertise in relation to biological assets
valuation. Their team consists of professional valuers and
agricultural experts who work together in a wide array of
biological assets to ensure the reliability and fairness of their
valuation results. Accordingly, the directors are of the view
that Roma is independent and competent to determine the
fair value of the Group’s biological assets.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 2017 HBE=—ZT—tFSA=+HIEFE

18. BIOLOGICAL ASSETS (CONTINUED) 18. EYEE(E)

Roma has adopted a market approach for the valuation of
standing timbers. The method uses the present market value
in terms of price per unit cubic meter of round logs and the
total merchantable volume of timbers on the plantation land
as at 30 June 2017 as a basis for calculating the fair value
less costs to sell of the biological assets. Roma has adopted
the measured merchantable volume of standing timbers as
indicated by the forest manager of the Group and also
verified the market price per cubic meter of logs by
referencing to the market price lists, after taking into account
of local timber manufacturing factories as well. The principal
assumptions adopted are as follows:

1. no material changes in the existing political, legal,
technological, fiscal, economic conditions, climate and
any other natural condition;

2. poplar trees can grow to certain size and can be legally
cut in 8 years and in 5 years with organic fertilisers
added; and

3.  the movements of the price of the timber, the setup fee
and maintenance fee for tree plantation will move in
line with the price index of forestry product in the PRC.

The valuation techniques used in the determination of fair
values as well as the key inputs used in the valuation models
are disclosed in note 6.

Nature risk

The Group's revenue depends significantly on the ability to
harvest wood at adequate levels. The ability to harvest on the
plantation land and the growth of the trees on the plantation
land may be affected by unfavorable local weather conditions
and natural disasters. Weather conditions such as
earthquakes, rainfall, underground water, fire, disease, insect
infestation and pests are examples of such events. The
occurrence of severe weather conditions or natural disasters
may diminish the supply of trees available for harvesting on
the plantation land, or otherwise impede the Group’s logging
operations or the growth of the trees on the plantation land,
which in turn may have a material adverse effect on the
Group's ability to produce the products in sufficient quantities
and a timely manner.

TRREEREEABRAF

&S BER AT EE S RREMARHE
1TIME - A ERBEL I HRRA
EXHEBEMERRZZE—tF~A
ZtTEBELHHFAEERKEER
EEABEARBEREEEMEEK
Ko ZBEBRBREHEMREBRMNEE
A P it 89 FTVE 75 7 O A8 BT B R ER X
MAREE M2EHEIXR(EFE
FARAMMAREEIR) ZETIL A
KEAREHE - FIRANEEMRREW
T

1. RITBUAR OEE - BT BB
BRI~ AR R AR E AL B A
PRI EE NEE

2. BABBEARSFEARKRE—EAXN
IR EVEBRLK - A HAEE
BB 5 R5F AR &R
% &

3. MEEmEBES MEEE
YR B B K e B & BE R AR

B 5E A A0 18 TR 2 A TS s 1A
£ 1 R 2 B S 80 A B P B S BT 75 3B
KR E -

B A &, B

AEEMKAEZEIORNELREKE
WE)MRAN o FERBAE T R AR R
BEIHEHANERIEXERES
ARBALARKENTE - BRK
ESRME BRE - HTK A
KR BRERREMNEZBERRAB
Mo BARRBEAKBARLETRES
BE LAl EREOMRARD - JRA]
AE 2 WBE 7N 5 [ A JR AN A 2 58 72 4B B A
AWER  UMBEXERKEKRE
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oM HREAME

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

19. INTANGIBLE ASSETS

19.

BREE

Operating rights

e
HK$'000
TBT
Cost A
At 1 July 2015 R-ZE—RF+A—H 157,698
Exchange differences &N =% (10,470)
At 30 June 2016 and 1 July 2016 RZE—REXA=1THEK
—E—-RE+tH—H 147,228
Exchange differences &N =% (2,057)
At 30 June 2017 RZZE—tFA=+H 145,171
Accumulated amortisation and Zst#E R BE
impairment
At 1 July 2015 RZZE—RFEHA—AH 34,607
Amortisation for the year F N # 5 4,996
Exchange differences &R E%E (2,386)
At 30 June 2016 and 1 July 2016 RZE—ARFNA=THRK
—E-XFtH—H 37,217
Amortisation for the year F N 8H 4,793
Exchange differences ME N =5 (474)
At 30 June 2017 AZE—+FNA=+H 41,536
Carrying amount AREE
At 30 June 2017 RZE—+tFA=+H 103,635
At 30 June 2016 RZZE—ARFEAA=1+H 110,011

The operating rights relate to the favorable aspect of the
right to use and operate the plantation land of a subsidiary
of the Company. The subsidiary was acquired in the year
ended 30 June 2009. The intangible assets are amortised
using straight-line method over the useful life of 30 years
and the remaining useful life is 21 (2016: 22) years.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

20. GOODWILL 20. M8
HK$'000
FAET
Cost DN
At beginning and end of reporting period WEBRYREIR 1,087

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGUs") that are
expected to benefit from that business combination. The
carrying amount of goodwill had been allocated to the CGU
of trading of motor vehicles.

Impairment testing of goodwill

Trading of motor vehicles CGU

Goodwill is tested for impairment for this CGU by the
management by estimating the recoverable amount of the
CGU based on value-in-use calculation.

As at 30 June 2017, the value-in-use calculation uses cash
flow projections based on the financial budgets approved by
the management covering a 5-year period. Key assumptions
used by the management in the value-in-use calculation of
the CGU include budgeted revenue and gross profit margin.
The pre-tax discount rate used for estimating the value in use
is 14%.

The assumptions have been determined based on past
performance and management’s expectations in respect of
the motor vehicles trading in Hong Kong and the PRC.

The management is not currently aware of any other
probable changes that would necessitate changes in its key
estimates. No impairment loss has been recognised for the
year ended 30 June 2017 (2016: Nil).

REHAHRUENEERNKBE D
ERERRXEREBAHNRSE
EEU((ReELEM])  BHERA
BEPREZAEEERSELEM -

e = R {E A

AEEEHEELEM
EEERZREELBETEHER
BRRNTDESREEBEEFER
AREELEEMNITKESHE -

R-BE—+FRA=+H E£HEE
RAEERNEEEM ERFHR M
BRESRENRSRER - §EE
RECELBMEREERAEFER
MEIZHEREBEFEERERENEK -
EETEREBEENTAIRER14% -

REOVREEBEERTERAERER
MBERRLNEEEEMNETE -

BEERAETNMBERNAREH
TEHEFNEFMEMATEES  BE
T+t ERNA=ZTHILFE  HE
AR ENAERRESE(CET X
FoE) -
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FEMBIREUE

For the year ended 30 June 20177 #HZE=-Z—t & XA=1+HILFE

21. INVENTORIES 21. &8
2017 2016
—E—tE —E-RF
HK$'000 HK$'000
FET FAT
Finished goods & B m 13,356 8,576
22. TRADE AND OTHER RECEIVABLES 22. EWERAR R E B R IE
2017 2016
—E—tF —E-RF
HK$'000 HK$'000
FHET FAET
Trade receivables JE UK BR 3K 772 4,873
Prepayments, deposits and other A RIE - ke R EMEK
receivables FRIE 27,830 17,178
28,602 22,051
The Group’s trading terms with customers are mainly on AEEFEUGEFTREEPIIUR
credit. The credit terms generally range from 30 to 180 days. 17r< o EEH—MN F30E180K
Each customer has a maximum credit limit. For new L - BUEFPHBEEELR - FE
customers, payment in advance is normally required. The )5%% BAERAMNR - REEHkH
Group seeks to maintain strict control over its outstanding HeREERKF IE”E%!ET’W* Z o
receivables. Overdue balances are reviewed regularly by the ESTrHRBaE
directors.
The aging analysis of trade receivables, based on the invoice BWREERZEZEEH 2 ERE ST (E
date, and net of allowance, is as follows: MEREHE T :
2017 2016
—F—tF —E-REF
HK$'000 HK$'000
F#ET FAET
0-90 days 0E90K 758 177
91-180 days 91E180K 10 4,696
181-360 days 1812360k 2 —
Over 360 days i #360K 2 —
772 4,873
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FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

22. TRADE AND OTHER RECEIVABLES (CONTINUED) 22. %ﬁ?ﬁﬁ%&ﬁ%ﬁ&uﬁxlﬁ
fi)
As of 30 June 2017, trade receivables of approximately HE-ZT—tFA=+H BEKKE
HK$14,000 (2016: Nil) were past due by 60 to 360 days but HA4,0008 T(ZE—REF:- )R
not impaired. These relate to a number of independent A H60E360K - BRAKRFME © %
customers who have no recent history of default and have Y S i R R S SR T
kept good track records with the Group. The Group does not AEBRBRITABCLHNBIRS
hold any collateral over these balances. Based on past £l - AEREVERZSERFTET
experience, the management believes that no impairment A  BEBERTLR  EEEM
allowance is necessary in respect of these balances as there E BEREEEXTESEREHRZ
are no significant change in their respective credit quality and EEBIDWRRFIZEBWNE - HitH
the balances are still considered fully recoverable. ARG EATIRBAERE -
23. LOANS RECEIVABLE 23. B E R

2017 2016

—F—tfF T —RF

HK$'000 HK$'000

FET FH& T

Loans receivable, secured B ER - BHEA 7,500 7,800

Loans receivable, unsecured FEWE K - EE 17,510 5,000

Loan interests receivable, secured EWERFE - BEA 446 75

Loan interests receivable, unsecured — JEURE FF B - £ K 3 443 197

25,899 13,072

The loans granted to independent individuals and companies
are interest bearing at 9%-12% (2016: 5%-12%) per annum
and 9%-12% (2016: 12%) per annum, respectively. A
corporate loan was granted to an independent company
which is secured over its own shares. The directors of the
Company monitored the collectibility of the loans receivable
closely with reference to their respective current
creditworthiness and repayment records.

RFPFBLEAARRB ZERDBIZRE
) R9% F12% (T — N F:5%F
12%) R FEHMRI% E12% st B (=T —
N 12%) c RARIE A —EBYA
RAIRHARER  ZERUNEBEK
MIEER - ARFIEELEHERIAE
AEAERERRTHE:  BYERES
B WA g s -
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FEMBIREUE

For the year ended 30 June 2017 HBZE=—FT—tFA=+HIEFE

23. LOANS RECEIVABLE (CONTINUED) 23 B ER(E)
The ageing analysis of these loans and interests receivable, BEMEESOEINERFIREE
based on loan commencement or renewal date set out in the AEIMZEE R & EWF B R DT
relevant contracts, is as follows: AT
2017 2016
—E—+t% —E—XF
HK$'000 HK$'000
FET FETT
0-90 days 0Z90K 7,634 7,875
91-180 days 91£180K 10,319 5,197
Over 180 days B 180K 7,946 —
25,899 13,072
As at 30 June 2017, the balance was neither past due nor RZE—+FRA=+H &I
impaired (2016: HK$5,197,000 was past due by over 180 days T fisk 2R E (ZF —754F : 5,197,000
but not impaired). BT E B E B IBI80OKRE R BIE) °

24. FINANCIAL ASSETS AT FAIR VALUE THROUGH 24. EBEBEAALENEZ SR
PROFIT OR LOSS BE

2017 2016

—E—tE —E—RF

HK$'000 HK$'000

FET FETT

Equity securities listed in Hong Kong, R & LM 2 BRAFE % -

at fair value BRARE 1,264 5,433
The fair value of the listed equity securities was determined FTHRAFLEZARLETIREEE L
based on the quoted market bid prices of the corresponding TR ANEBE LSBT RMIZEABE T ©

listed equity securities.

China Environmental Resources Group Limited 2017 Annual Report




Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

25. REFUNDABLE SECURED DEPOSIT 25. ORECHETFRS
HK$'000
FHET
At beginning and end of reporting period WEBRYREIR 70,000

The Group entered into a sale and purchase agreement and a
supplemental agreement on 27 November 2013 and 16
December 2013, respectively, with an independent third party
in relation to the acquisition of 100% equity interest of a
target company and its subsidiaries which are mainly engaged
in hotel operations in the PRC (the “Proposed Acquisition”).
On 23 December 2013, an amount of HK$150,000,000 was
paid by the Group as refundable deposit. The refundable
deposit was charged over the entire issued share capital of a
Hong Kong subsidiary of the target company and was
classified as secured deposit for acquisition of subsidiaries as
at 30 June 2014.

According to the Company’s announcement dated 28
October 2014, the Group and the vendor entered into a
termination agreement to terminate the Proposed Acquisition
because certain conditions precedent of the Proposed
Acquisition have not been satisfied. Pursuant to the
termination agreement, the Group and the vendor agreed
that the refundable deposit shall be refunded to the Group
by three installments including HK$60,000,000;
HK$45,000,000; and HK$45,000,000, repayable on 10
November 2014, 27 January 2015 and 27 April 2015,
respectively. The first installment of HK$60,000,000 was
received by the Company on 7 November 2014.

AEFBER-ZBIYE=FAN_T—=
F+—A=-ttBR-_E—=F+=
B+7<BoRI:T B & T ih
FOARNREBKREEZATIRENE
NEZ100% A - BESEETE
RPBEREEEEB(EZRES
H]) - RZE—Z=F+=-_A=+=8"
N B X ££150,000,0007 7T © {EARA]
REES - N-Z—WFEA=+H"
ZENRERSOCRBEERR—HE
BHBAR Z2EEHTRAER
W HEAERKEHNEARCS KT
B4 e

BEARNRHSEA-_ZT—NFE+A-
TNANBZAM  AEEEREF UK
@ U RIEEZWESEE  BAE
ZUWBEBE ETEREHEEARE
oo IBIBEXR IS  AEBEE H#H
FAREREEOIZHERETAE
B BESNAR-_Z—NF+—A
+B - —E—RFE—A-t+tBAR=
T -AEMWMA=-++RHEE
60,000,000 7T ~ 45,000,000 7T &
45,000,000 0 - KA RARIER-ZT—
WME+—AB+tHWERE —HHERR
60,000,000 T °
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For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

25.

REFUNDABLE SECURED DEPOSIT (CONTINUED)

According to the Company’s announcement dated 18 June
2015, the Group and the vendor entered into a supplemental
termination agreement to amend certain terms of the
termination agreement relating to the refund of the
remaining refundable deposit. Pursuant to the supplemental
termination agreement, the Group and the vendor have
agreed that the remaining refundable deposit shall be
refunded to the Group by two installments including
HK$20,000,000 and HK$70,000,000, together with respective
interest as calculated at 5% per annum, repayable on 18
June 2015 and 19 November 2015, respectively. The second
installment of HK$20,000,000 together with interest was
received by the Company on 18 June 2015. The last
instalment together with the interest was overdue as at 30
June 2016. During the year, the Company received interest
income of HK$5,830,000, as set out in note 9, calculated at
5% per annum for the remaining unsettled deposit of
HK$70,000,000. Subsequent to the year and date, deposit of
HK$58,000,000 together with interest of HK$2,000,000 were
received by the Company on 6 September 2017.

No provision for impairment has been made as the directors
of the Company are of the opinion that the outstanding
refundable deposit is fully recoverable.
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RECHKFZRE(E)

BREARFDBAMS -_T—HF AT
NBZ M NEBEEETFI L7

MM E URBRERTAIRELS
BRI R I 25 TR - IR\

Witz AEBEHREBESBTE - T
Al R 2 1% £ (8 520,000,000 T &
70,000,000/ JLiE R F R K5% &
ZHAEMBERNE) B, MERETA
E£F HRR-_ZE—RHEATN\H
F—E—RF+—A+hLBENMN- K
ARER-_E—RFEANA+N\BEE
5% — Hf X 7820,000,0007 JT & [@] F|
B o mxE—HRBERMNEN-Z—
NENAZTHBE - FA - BHOH
HOFTH AR A B WA B U A
5,830,000/ 7T ' It B TR E K
70,000,000 TTIZF ) E5%5E o I
ZERBHE RZZE—+EH AN
H - ARQ7F B WELEZ ©58,000,000/%8
JC 3 [A) 7 22,000,000/ JT °

HRARBREERAHEREENEE
& A A B E - A I A T ORUE
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Notes to the Consolidated Financial Statements
FEHHHREAMEE

For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

26. TRADE AND OTHER PAYABLES 26. FE B = & H fth FE 4 3K IE
2017 2016
—F—t=F —E-RF
HK$'000 HK$'000
FERT FET
Trade payables &5 BR 3K 3 144
Other payables and accruals H th FE < 5K 1B & FE 5t IR 17,150 9,114
17,153 9,258
The aging analysis of trade payables, based on the date of FERBR SR IE B B 2 BR B2 o A 40
receipt of goods, is as follows: K
2017 2016
—F—-tF —T-RF
HK$'000 HK$'000
FET FH& T
0-90 days 0E90X 3 144

TRRFEEREEARAT —ZT—tEFRH 11S
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FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

27. DEFERRED TAX 27. BEBIE
The movements in deferred tax liabilities are as follows: BREHEEEZHAT
Financial Fair value
assets at fair adjustment
value on
through biological  Operating
profit or loss assets right Total
BARE
dAERZ 4EMEEZ ~
SRHEE ARERAE wee k]
HK$'000 HK$'000 HK$'000 HK$'000
THET FHET FHET THET
At 1 July 2015 R-ZE—RF
+H—H 4,443 158,529 30,773 193,745
Credited to profit or loss for R RBH A
the year (note 11) (Hiat11) (4,428) (11,400) (1,249) (17,077)
Exchange differences [EH =5 — (10,323) (2,027) (12,344)
At 30 June 2016 and R-ZT—RF
1 July 2016 ~NAZ+THER
—E-RF
+H—H 15 136,806 27,503 164,324
Credited to profit or loss for & AR E X%
the year (note 11) (Ktat11) (15) (8,308) (1,198) (9,521)
Exchange differences fE 5 =% — (1,993) (396) (2,389)
At 30 June 2017 R-ZT—LtF
NA=+H — 126,505 25,909 152,414
At the end of the reporting period, the Group has unused tax RBEHRR  AKEARYABIBEEE
losses of HK$62,728,000 (2016: HK$43,919,000) available for 4762,728,000% T(=— & — X &F:
offset against future profits. No deferred tax asset has been 43,919,000/ 7T ) Al S R 2R ) o
recognised in respect of the unused tax losses due to the B A M UK TR 5 AR AR A ROR - #R I AR
unpredictability of future profit streams. Included in MADAHEBERRELCHIEE
unrecognised tax losses are losses of approximately EesTAXRERB BB B D
HK$12,151,000 (equivalent to RMB10,555,000) (2016: Nil) that 12,151,000 T(HH & BN A B %
will expire in 5 years from the year of origination. Other tax 10,555,000t (ZFE— R F: )8
losses may be carried forward indefinitely. RIRFERETSFEEm o K IEE

BRI mIR A -
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FEHMBIREMEE

For the year ended 30 June 20177 #HZE=—Z—t & XA=1+HILFE

28. PROMISSORY NOTE 28. ZAHER
On 6 June 2017, the Company acquired industrial properties RZZE—tFNANA - HOWE17
as set out in note 17 by issuing Promissory Note (the “PN") Fra - A&R2A R LA A% %8 430,000,000
with a principal amount of HK$30,000,000 as a partial BTHNEALEZEB(ALERDKETL
settlement of the consideration. The fair value of the PN was EME  ERHLHDBENRE - B#FH
assessed to be approximately HK$28,720,000 on 6 June BRZE—tFXNARNBFGHENER
2017 by Roma. The PN is unsecured, denominated in HKS$, ZE RN E47528,720,0008 7T ©
interest bearing at a fixed rate of 6% per annum and mature HERA®BEWT  DUBITEE - BIR
on 5 June 2019. BEEFHE6%RTE  WHR=ZF—NIF

NARBHA -

On initial recognition, the fair value of the PN is determined RIFERR  RAZEBENRAARETD
based on the present value of the contractual stream of gy Z’]ﬂixfﬁimiﬁﬁfﬁﬁﬂ BEEF
future cash flows discounted at 8.08% per annum. The PTES.08%EE - MiZX KL Z i
discount rate is determined with reference to the yield rate 7%%%—'%?)%%5@3’]13???@4&“T&Eﬁ
with credit rating and duration similar to the PN. MiMEE e
The movement of the carrying amount of the PN for the year T3S AL R R R B AN F A
is set out below: 29 :
HK$'000
FET
At 1 July 2017 RZE—tF+tHA—H —
PN issued on 6 June 2017 RZEBE—tFNANEETREARL
& 28,720
Interest charged calculated at effective REBRMNEFENDWFHE
interest rate 161
At 30 June 2017 R-_B—+FRA=1H 28,881
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FEMBIREUE

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

29. SHARE CAPITAL 29. ®B&F
2017 2016
—F—t#F —E-REF
HK$'000 HK$'000
TET FAEXT
Authorised: ERE
15,000,000,000 ordinary shares of FIRMEE.02E L2
HK$0.02 each 15,000,000,000 i & 3@ A% 300,000 300,000
Issued and fully paid: BEETRESE:
1,697,138,114 ordinary shares of FREE0.02/E T
HK$0.02 each 1,697,138,114 1% & 3@ f% 33,943 33,943
A summary of the movements in issued share capital of the RAGIBETRAZEHHENAT :
Company is as follows:
Number of
shares Amount
k&8 k2]
HK$'000
FAEXT
1 July 2015 RZE—hFt+H—H 942,854,508 18,857
Open offer (note (i) NABEEH ) 471,427,254 9,429
Placement of new shares (note (ii) Be & = I 15 (B a2 (i) 282,856,352 5,657
At 30 June 2016, 1 July 2016 and RZZE—XR"EXA=+H"
30 June 2017 “E-RELtA-BR
—E—t+tFXHA=TH 1,697,138,114 33,943

Notes:

(i)

Open offer

On 3 September 2015, a total of 471,427,254 ordinary shares of
HK$0.02 each was allotted and issued to the qualifying
shareholders of the Company on the basis of one offer share for
every two shares held on 12 August 2015, at a subscription price
of HK$0.29 per share. Upon completion of the open offer, the
premium on the issue of shares amounting to approximately
HK$123,244,000, net of share issue expenses of approximately
HK$4,041,000, was credited to the Company’s share premium
account.

Placement of new shares

On 26 April 2016, the Company entered into a placing agreement
with a placing agent in respect of the placement of 282,856,352
ordinary shares of HK$0.02 each to independent investors at a
price of HK$0.165 per share. The placement was completed on 13
May 2016 and the premium on the issue of shares amounting to
approximately HK$39,954,000, net of share issue expenses of
approximately HK$1,060,000, was credited to the Company’s share
premium account.
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NGRS
RZTE—RAFALA=ZB & H
471,427,254/ B RRE H0.028 T 2 &
BREMFERBETTARRAZAEER
BR BEANR-_ZE—RENA+=
E%%ﬁﬁﬁﬂ&%ﬁiéﬁf*ﬂ%%%&

CREEAER029E T - A
:.Tnﬁﬁmé BHOBETZHERY
123,244,000 7T + &R D B 1TH
¥ #94,041,000% 7T + RARQ T Z &G
i ERAR

e & ¥ 40
RZZE—REWEAZTRE » KAFH

RRERBIY—BEEHE "EH
BB EEATRR0.1658 T 28
% B & f& m 10.02% T 2
282,856,352x i AK - ILER =T —
NERA+TZBREMA BB EITZH
8 /& 4939,954,00078 7T @ £ H0 &K B 17
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 2017 HBE=—ZT—tFSA=+HIEFE

30. SHARE-BASED PAYMENTS
Equity-settled share option scheme

The existing share option scheme of the Company was
approved on 11 November 2015 (“Share Option Scheme”)
(the 10% general limit under the said share option scheme
has been refreshed pursuant to a resolution passed by the
shareholders of the Company at the annual general meeting
of the Company held on 11 November 2015). The purpose of
the Share Option Scheme is to provide the Group with a
flexible means of giving incentive to, rewarding,
remunerating, and/or providing benefits to the participant and
to provide the participant with the opportunity to acquire a
personal stake in the Group and to build common objectives
of the Group and the participant for the betterment of
business and profitability of the Group and its shareholders
as a whole.

The Board of Directors may, at their discretion, invite any
participant to take up options. An option is deemed to have
been granted and accepted by the grantee upon his or her
signing the duplicate letter comprising acceptance of the
option and paying HK$1 by way of consideration for the
grant thereof.

The subscription price for shares in the Company under the
Share Option Scheme will be the highest of (i) the closing
price of the shares in the Company as stated in the Stock
Exchange’s daily quotations sheet on the offer date (which
date must be a business day); (i) a price being the average of
the closing prices of the shares in the Company as stated in
the Stock Exchange’s daily quotations sheets for the five
business days immediately preceding the offer date; and (iii)
the nominal value of a share of the Company.

The total number of shares in the Company which may be
issued upon exercise of all options to be granted under the
Share Option Scheme and any other share option schemes of
the Company shall not in aggregate exceed 10% of the total
number of shares in the Company in issue as at the date of
approval of the Share Option Scheme. An option may be
exercised during a period to be determined by the directors
in its absolute discretion and in any such period shall not be
longer than 10 years from the date upon which the option is
granted.

30. iR A& R

VAR #E 45 B 2 BE B #E 51 81

ARBBRTEREAEN_FT—A1F
T—A+—RE#E(ERETS])
(ARRR=ZZ—AF+—-—A+—HE
TR RBERSERREBIBRE
EEHBREEMI0%—RER) -
BREASEEABEEIAMBEE
RTRE  RE - ek RREHE
Mo ARG T2EERAEETEE
ANEmZEE  WEAKEE2EE
ZHEIHAREBR  UNEAEEZ
éi‘%&%%ljﬁﬁﬂﬂ%%%iﬁé%g
8 o

EXgrRRAFEM2HBERRE
Pt o ARARE -—AMDRTER
B R 2 1 R A 1B TTAE R R AR
BREZAER  BRESKRERE
B REEEAER -

REBRES > ARRRMDRBEE
ARUTEHZzZESE : ((MREBEKR
BERWARSEXR)EMIMER
B R AT RARE A WATE : (i) B
EREEREEAN DAL XBEBZ
FTERREBRMBARBBRMOUHE
B E R AR R B EE -

R 95 BB A At 8 R AR R T H A S
BET BRI 2 2 B AR T W Al
BIARABRN B AT FEB
RALBERETSERARRDETR
D#10% - BREANREZZEIIG
BEEATE  HEETABRT
ERHRFERBRER L AR
£ o
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FEMBIREUE

For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

30. SHARE-BASED PAYMENTS (CONTINUED)
Equity-settled share option scheme (Continued)

The maximum entitlement for any one participant is that the
total number of shares issued and to be issued upon exercise
of the options granted to each participant under the Share
Option Scheme in any 12-month period shall not exceed 1%
of the total number of shares in issue of the Company. Any
further grant of options in excess of the 1% limit shall be
subject to shareholders’ approval in general meeting with
such participant and his or her associates abstaining from
voting. The Share Option Scheme will remain in force for a
period of 10 years from the date upon which the option is
deemed to be granted and accepted.

Details of the specific categories of options are as follows:

30. LLRz 5B B 689 4 5% (4R)

AR B 4 B 2 B IR HE 5T 8 (4])

RIZBRESS - EM—R2HEER
£+ =18 A 58 A B 77 o 28 4% P R v
MBEXBETZRNDABZEE -
TEBARBCEITRMDAZI% -
— S RHEI%RBE 2 BRE AL
BRERPEERAHE M2 EER
HEBATNBRRE - BRETERN
BRERAE DR MEAZ AHES
T0OFHAR A A R -

BREFASBZFBOT:

Number of share options
BRiEHE

Granted Balance as
during the  at 30 June

Balance as year ended per share

Exercise at 1 July 30 June 2016 and

Participants Date of grant Exercise period price 2015 2016 2017

BE iy

B ZB-RE Z¥T-RER

—¥-31f ARA=+tH Z—T-t#%

tA—H LtEER FA=Z+HZ

3N R BEH TEY fTEE ZER & i ] 7

HK$
AT

Options granted to directors 22 April 2016 22 April 2016 - 21 April 2026 0.2064 — 42,428,451 42,428,451
RTEScHERE “Z-RENA ZE-A"EWNAZTZHE
—+=8 “TECRFONA-T—H

Options granted to chief 22 April 2016 22 April 2016 - 21 April 2026

executive officer 0.2064 — 14,142,817 14,142,817
R TREE 2 BRE ZZ-RENA ZE-R"ENAZTZHE
== “ECRFRA-T—H

Options granted to an employee 22 April 2016 22 April 2016 - 21 April 2026 0.2064 — 14,142,817 14,142,817
RTEEZBRE ZT-RENA ZE-RENAZTZHE
=F=E “E-RNFRAZ+—H

— 70,714,085 70,714,085

Weighted average exercise price
(HK$)
IEEFETEECET)

0.2064 0.2064
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For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

30. SHARE-BASED PAYMENTS (CONTINUED)

Equity-settled share option scheme (Continued)

The fair value of share options granted on 22 April 2016 was
calculated using the binomial pricing model. The inputs into

the model are as follows:

30.

ity BRGNS (E)
VAR # 45 B 2 B B 4 51 81 (8R)

RIE-—RNENA-+-BHEREENE
Bz AR BEDERAZIEEEER
RE - ZEBERN 2 TBig ASED
—F :

Stock price fi% 18 HK$0.1987 7T
Strike price T{E(E HK$0.2064% JT
Historical volatility JE £ 8 96.86%
Contractual life & 49 4 B 10
Risk free rate 1= 3 b A1) X 1.311%
Dividend yield & B 2 & 0%
Early exercise multiple RETEER 2.8
Exit rate per annum FmRE 22.92%

BHREIREARBRENBET
FeELREMEE - £EEAA
ZEFHERBEEE 2 REMR
At AR SR TERBRITAE
EMERZEETAHE -

Expected volatility was determined by calculating the
historical volatility of the Company’s share price over the
previous 10 years. The expected life used in the model has
been adjusted, based on the Group’s best estimate, for the
effects of non transferability, exercise restrictions and
behavioural considerations.
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For the year ended 30 June 2017 HBZE=—ZFT—tFSA=+HIEFE

31. ACQUISITION OF SUBSIDIARIES 31. WBHE 2T
On 6 June 2017, the Group acquired assets and liabilities by RZZE—tFARB  KEBE UK
way of acquisition of 80% equity interest of Warner BERREFRAFSO%BRAE LM
Investments Limited at a consideration of approximately TRKBEERABE REBELOR
HK$58,720,000, which was settled by cash and PN. 58,720,000/ 7T - AR & KA H F1E
o
Assets and liabilities acquired: BEREBZEERAE: HK$'000
FAEXT
Investment properties KEWME 80,674
Cash and cash equivalents ReERERRKREER 198
Accruals and other payables JE 5T ZR I8 B B Ath & 15 5K I8 (2,375)
Amount due to shareholder JE {5 A% 3R 3R 1B (5,097)
Non-controlling interest FEVE AR 7 2 (14,680)
58,720
Satisfied by: BT EIBA :
Cash RBe 30,000
Promissory note R R 28,720
58,720
Net cash outflow arising on acquisition: WHEEBEEEMNR ML FHE
Cash consideration paid ENRENRE (30,000)
Acquisition cost paid B2 AT I B X AR (694)
Cash and cash equivalents acquired EREZRe;ERIIASER 198
(30,496)
There is no significant changes to the Group's revenue and HMKEEER-_ZT—NE+A—H=
loss for the year if the acquisition had been completed on 1 K B TewAERENERNRZERE
July 2016. BEKNERTE -
On 4 August 2015, the Group acquired 90% of the issued R-ZE—RAFNANB  r NEEWKE
share capital of BAC HK Limited for a cash consideration of BAC HK Limited 2 90% 2 B 1T IR AN -
approximately HK$1,000,000. BAC HK Limited was engaged 15 4 K& 491,000,000/ 7T ° BAC HK
in trading of motor vehicles. In the opinion of the directors, Limted FRREEEAE - EER
the newly acquired subsidiary would broaden the principal B HBENEBARBHEAER 2+
activities of the Group and is expected to be one of the EEBWBEKARBHNEERAK
major revenue stream in the future. BZ— o

China Environmental Resources Group Limited 2017 Annual Report




Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

31. ACQUISITION OF SUBSIDIARIES (CONTINUED)

The fair value of the identifiable assets and liabilities of BAC
HK Limited acquired as at its date of acquisition is as follows:

31. WSk B 25 (&)

AU BE B 2 B W BE BAC HK Limited 2
AHBEENBBEZARBNT

BAC HK
Limited Others Total
BAC HK
Limited Hit st
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Net liabilities acquired: P EaEEE:
Other payable H b JE 1~ 5/ I8 (95) = (95)
Non-controlling interest FEVE AR 5 9 — 9
(86) — (86)
Goodwill & 1,086 1 1,087
1,000 1 1,001
Satisfied by: SRV
Cash e 1,000 1 1,001
Net cash outflow arising on WREL ZRERH
acquisition: O
Cash consideration paid BENIRERE 1,000 1 1,001

There is no significant changes to the Group’s revenue and
loss for the year if the acquisition had been completed on 1
July 2015.

The goodwill arising on the acquisition of BAC HK Limited is
attributable to the anticipated profitability of the distribution
of the motor vehicles in Hong Kong and the PRC markets and
the anticipated future operating synergies from the
combination.

M SN =2 —AF A —HZX

I B BAC HK Limited E 4 2 B2 TR
BEEZABMTPREMEHEAEZTER
BAENEEAHEENRKELH
Bz o
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For the year ended 30 June 20177 #HZE=-Z—t & XA=1+HILFE

32. DEREGISTRATION/DISPOSALS OF SUBSIDIARIES 32. 584 "HEMBAT
Net (liabilities)/assets at the date of deregistration/disposals R/ HERN(BE) BEF
are as follows: CER (I
2017 2017 2016
—FE—tE ZFT—tE —ET—KF
HK$'000 HK$'000 HK$'000
THT FH#T FAET
(note (i)) (note (ii)) (note (jii))
(Bt 5% () ( Bt &% (ii)) (B 3 (Gii))
Prepayments, deposits and other FAFIE - 24 M H M
receivables e Uk k18 — — 1,017
Bank and cash balances RITRIE € & — — 12
Accruals and other payables FE 5T 3R I8 B B Ath JE At
KIE (25) (4,864) =
Non-controlling interests FEE R HE 7 — —
Net (liabilities)/assets disposed of B HE(BE) & E
P (18) (4,864) 1,029
Total consideration BERE 1 — (1,017)
(Gain)/loss on deregistration/ S HEWNEBAQR
disposals of subsidiaries pACEIVE - (17) (4,864) 12
Net cash inflow arising on HEEEMNHRESRA
disposal: pEig-C
Cash consideration received BB & KE — — 1,017
Cash and cash equivalents PEHERSRERES
disposed of 1H B — = (12)
— — 1,005
Notes: B it -

(@)

(i)

(iii)

On 25 July 2016, the Group disposed of all of its 70% of the issued
share capital of Wise Win Holdings Limited for a consideration of
HK$546.

The deregistration of a subsidiary Bright Delight Asia-Pacific
Research Macao Commercial Offshore Co. Limited was completed
on 31 October 2016.

On 18 March 2016, the Group disposed 100% of the issued share

capital of Bright Key Holdings Limited for a cash consideration of
approximately HK$1,017,000.
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(iii)

R-ZZT—XR"FtA=-+HA A&EH
& H 2 #870% 8 Wise Win Holdings
Limited B B {TRA - RIER5468 T -

K 54 — 20 8 2 70 88 5 25 M B 5% O
PIBE R R RIS ERATEN-F—
RETAST AR -
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ERBEEERRE100%E % TR
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

33. STATEMENT OF FINANCIAL POSITION OF THE 33. AATIZH B R R R EE
COMPANY AND RESERVES

(a) Statement of financial position of the @ FATZEMBRAREK
Company
2017 2016
—F—-tf —E-REF
HK$'000 HK$'000
FET FE T
Non-current assets ERENEE
Investments in subsidiaries RHB AT ZIRE 15,730 15,730
Current assets HEEE
Prepayments, deposits and other  FEfFIA ~ & M H A
receivables JE Uk 5k 18 924 655
Due from subsidiaries JE Us B B A B FR IR 743,934 690,128
Bank balances SRIT4E 2 3,813 38,131
748,671 728,914
Current liabilities RBEE
Trade and other payables JE 5T BR R K EL At JE < SR IR 6,897 6,648
Due to subsidiaries JFE 1 B B8 2 B FR I 19,354 13,843
26,251 20,491
Net current assets HEEEFE 722,420 708,423
Total assets less current BEHLBERRHERE
liabilities 738,150 724,153
Non-current liabilities EFBERE
Promissory note A ER 28,881 —
28,881 —
NET ASSETS BEFH 709,269 724,153
Capital and reserves BERGE
Share capital & 7 33,943 33,943
Reserves & 1 675,326 690,210
TOTAL EQUITY EiREE 709,269 724,153
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

33. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY AND RESERVES (CONTINUED)

(b) Reserves of the Company

(%)

(b) FAEIGEE

33. AABZMBRARRH B

Share-based
Share compensation

Accumulated

premium reserve losses Total
BiEER RONSREE RitEBE @t
HK$'000 HK$'000 HK$'000 HK$'000
TET FAET FAET FAET
At 1 July 2015 N-ZF—AE
+tHA—H 969,958 — (315,581) 654,377
Loss for the year FREEE — — (134,288)  (134,288)
Open offer ~AEE 123,244 — — 123,244
Share option =il g — 6,923 — 6,923
Placing of new shares 1R ¥ — A% 1% 1&
under general fic & ¥ AR 19
mandate 39,954 — — 39,954
At 30 June 2016 R=F—XR%F
NAZ=TH 1,133,156 6,923 (449,869) 690,210
At 1 July 2016 NRZE—RE
+tHA—H 1,133,156 6,923 (449,869) 690,210
Loss for the year FEEIE — — (14,884) (14,884)
At 30 June 2017 R-T—t#F
~A=+H 1,133,156 6,923 (464,753) 675,326
(c) Nature and purpose of reserves of the Group (0 FEERBZHEERASR
(i) Share premium account (i) KriEER
Under the Companies Law of the Cayman Islands, BERSBEERAE &K
the funds in the share premium account of the @ﬂ%fﬁiﬁ{%ﬁﬁz%ﬁ%ﬂ
Company are distributable to the shareholders of }JTE%$ BIRR R - MEAD
the Company provided that immediately following T EHEEZ ’\/)E ik ER
the date on which the dividend is proposed to be Hﬂ{é KRR KEEHRER
distributed, the Company will be in a position to BEKAREREEINBE
pay off its debts as they fall due in the ordinary T
course of business.
(ii) Statutory reserve (i) EEHE
In accordance with the relevant regulations of the 1R 3% R B AR B8 A AR Z’X%
PRC, the subsidiaries of the Group established in IE’\EPI&?LZW%
the PRC are required to transfer a certain sl H%%FttfﬁﬂZﬁ?%mém
percentage of the profit after tax, if any, to a (B E#E L E R

statutory reserve. Subject to certain restrictions as
set out in the relevant regulations, the statutory
reserve may be used to offset the accumulated
losses, if any, of the subsidiaries.
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Notes to the Consolidated Financial Statements
FEHMBIREMEE

For the year ended 30 June 2017 #HZE—-ZF

—tEEXRA=THLFE

33. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY AND RESERVES (CONTINUED)

(c) Nature and purpose of reserves of the Group
(Continued)

(iii)

(iv)

(v)

Capital reserve
Capital reserve represents the difference between
the capital injection made by the Company over
the nominal value of the registered capital of the
PRC subsidiaries.

Share-based compensation reserve

The share-based compensation reserve represents
the fair value of the actual or estimated number of
unexercised share options granted to directors and
employees of the Group recognised in accordance
with the accounting policy adopted for equity-
settled share-based payments in note 3.

Foreign currency translation reserve

The foreign currency translation reserve comprises
all foreign exchange differences arising from the
translation of the financial statements of foreign
operations. The reserve is dealt with in accordance
with the accounting policies set out in note 3.

34. CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities
at 30 June 2017 and 2016.

TERREREEERAR

33. AABZMBRARRHIE

(4)

(c)

*EERBZUEERRAE

(%)

(i) EXGHE

(iv)

(v)

BEARBIEARBEAZ
& o B B B8 N A R
§$E1EZF‘EJE”J%%E 2

R 13 BN < {5k 8
B R EIED RER
DA RS 18 3 DA B 9 ST A9
RIE(RMEDRAZES
BZ% CHERAASEES
MEER T 2 B SfhE
FEZARTEBEEZA
ffE -

S BE fi# 8

SMNER B BEIRBRERINE
BB RERMEE 2HMA
EALER - BREMRERE
ME3mE et R E
o

34. A ABE

AEER= N
HE—I—EI]IEEHEK‘JZ%E% °

—tEFER_F—
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Notes to the Consolidated Financial Statements
FEMBIREUE

For the year ended 30 June 2017 HE=-Z—t & XA=THILFE

35. COMMITMENTS 35. HKiE
As at 30 June 2017, the total future minimum lease payments RZFE—EFA=1+H KTEER
of the Group under non-cancellable operating leases are BAAIBIEKEHERKREN 2 &E
payable as follows: He@LENOT:
2017 2016
—F—t=F —E-RF
HK$'000 HK$'000
FH#T FAET
Within one year —F A 4,535 1,425
In the second to fifth years inclusive #-FEZFHE(BEER
) 706 1,565
After five years hE# 553 595
5,794 3,585
Operating lease payments represent rentals payable by the CEHENREAEERESE THS
Group for certain of its offices. Leases are negotiated for an BRAXNNzHEE  HELER - 95
average term of 1 to 3 years and rentals are fixed over the M RZEIF HAHEAZEER
lease terms and do not include contingent rentals. AT BRFEIAEE -
In addition, one of the subsidiaries of the Company has 13 N NN B R o B D =S /N T
contracted to use and operate certain plantation land with an VENERREEETRE LM - 1]
initial lease term of 30 years with annual concession fee FHEBR30F BRNFERITERAA
payable of RMB30,000. A R #30,0007T °
36. RELATED PARTY TRANSACTIONS 36. FAEANLTRD
(a) In addition to the transactions and balances disclosed () BRRZEEEUBHREAME
elsewhere in these consolidated financial statements, NWBZRPREHI - FA -
during the year, the Group entered into the following AREBFTIZLATERBEATLT
material related party transactions. 5 e
2017 2016
—F—tE ZE—RF
HK$'000 HK$'000
TH#T FAET
Rental expenses HERS 2,077 1,661
Sales to a director, Mr. Yeung M—R2EEHEELE
Chi Hang HE 375 —
Rental expenses were paid to a company in which the HERXEXNFARAERER
mother of Mr. Yeung Chi Hang, Chairman and Chief TRBHBEESEZSRE
Executive Director of the Company, has 50% indirect B50% HEBR AR ARG °
equity interest.
Key management personnel remuneration (b) EEEEANSHM
Remuneration for key management personnel of the ACEFEERABZHME
Group, including amounts paid to the Company’s BXNFARRIEER 2B RS
directors and all the highest paid employees, is disclosed HENE B 2 E - R 138

in note 13. FE o
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For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

37.

PARTICULARS OF THE SUBSIDIARIES OF THE

COMPANY

37. RATIMBABFIE

Name of the subsidiary

Place of incorporation/

registration

Issued and paid-up/

registered capital

Percentage of
ownership interest

Principal activities

ERITRERE
Bt A S & B AR L5 i 3 B HEREX A#ESL TEER
Direct Indirect
Hi# B #
Bright Delight Group Limited The British Virgin Islands 100 shares of US$1 each 100% — Research and
development
AN EBEERAF RERLEE BRREE1ETTH 1008 it 2%
4h)
Cai Jin Limited The British Virgin Islands 1 share of US$1 each 100% — Investment holding
AR R A EEREULHS T E13E T iR iR 19 BEER
CER Management Limited Hong Kong HK$1 — 100% Provision of
management services
PREEFRAF EB 178 7T RHEEERS
Gold Vantage Forestry Limited Hong Kong HK$1 — 100% Investment holding
SlEMEFRAA 5B 1787 B EER
Grand Diamond Investment Limited Hong Kong HK$1 100% — Provision of money
lending services
ZHEKREBR QA HE 1T REEERS
International Richway Limited Hong Kong HK$1 100% — Provision of
management services
BHEREERBERAR BE 18T he B I8 R 7%
Mega Choice Holdings Limited The British Virgin Islands 1 share of US$1 each 100% — Securities trading and
investments
REBELHES TH B 155 7T 89 1A% IR 15 BHFEERRE
Prima Choice Limited The British Virgin Islands 1 share of US$1 each 100% — Investment holding
EBRULHS T E135 T i1 iR R 19 B EER
Star Asset Holdings Limited Hong Kong HK$1 — 100% Investment holding
EFEEBRAQA BB 178 7T REER
Triple Harvest Holdings Limited The British Virgin Islands 1 share of US$1 each — 100% Investment holding
REBRUHS T E12E 7T IR B 15 REER
Harvest Top Development Limited  Hong Kong HK$10,000 = 100% Property investment
HAZRRBRAF =8 10,0005 7T MERE
Wide World Inc. The British Virgin Islands 1 share of US$1 each 100% — Investment holding
EBRULHS T fE135 T i1 8% AR 19 BB TR
Elise Company Limited The British Virgin Islands 1 share of US$1 each 100% — Investment holding
RBRIHE [ERENESN) e REZER
TEEEEAREEARAT —B—tEEHR 129
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For the year ended 30 June 20177 #HZE=-Z—t & XA=1+HILFE

37.

PARTICULARS OF THE SUBSIDIARIES OF THE

COMPANY (CONTINUED)

37. XATIMBABFITE)

Name of the subsidiary

Place of incorporation/
registration

Issued and paid-up/
registered capital

Percentage of
ownership interest

Principal activities

ERTRERE
Bt B A B & 78 B A SL a2 HEMEX AE#ESL FTEER
Direct Indirect
Hi# [

BAC HK Limited Hong Kong HK$10,000 — 90% Distributer and trading
of motor vehicles and
related accessories

S 10,0007 7T DHEEREETERME
7 e 1
Power Asia Motorspot Company Hong Kong HK$10,000 — 90% Distributer and trading
Limited of motor vehicles and
related accessories
BE 10,0007 7T DHEBREETERME
A e 1
B E M EFR QA The PRC RMB600,000 — 100% Plantation related
business
& B AR #600,0007T BB X
MBERLTEMERAR The PRC RMB600,000 — 100% Dormant
 E AR #600,0007T Rizk: g
Goodland Union Limited The British Virgin Islands 1 share of US$1 each 100% — Investment holding
RERLHS T fE12E T 91 IR R 15 REER

Allied Spread Limited Hong Kong HK$1 — 100% Investment holding

HBEBERAA BB 17E T REER

World System Development Limited Hong Kong HK$100 e 51% Dormant

XBBEEBRAT E% 10078 7T RELE

Powerful Elite Limited Hong Kong HK$1 100% — Dormant

BB AR A A BB 17387 W 8 X5

First Rank Corporation The British Virgin Islands 1 share of US$1 each 100% — Investment holding

RBRELHS T fE12E 7T 891 IR AR 19 REER

Warner Investments Limited Hong Kong HK$1,000 e 80% Investment holding

ERREBRRA N 1,000 7T BREER

RERFEEEGRAR The PRC HK$77,000,000 — 80% Property investment

H 77,000,000 7T MERE

Well Harvest Corporation The British Virginlslands 1 share of US$1 each — 100% Dormant

REBRLEE T E12E T 1R B 19 I 8 X5
Grand Riches Limited Hong Kong HK$1 — 100% Dormant
A RAR BB 1% 7T RIS
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For the year ended 30 June 20177 HE-_ZT—tF~A=t+HILEFEE

37.

38.

39.

PARTICULARS OF THE SUBSIDIARIES OF THE
COMPANY (CONTINUED)

37.

XaEMEBASHEE&E)

Place of incorporation/

Name of the subsidiary registration

Issued and paid-up/
registered capital

Percentage of

ownership interest Principal activities

ERITRERE
Bt A S & 5 A L5 i 3 B HEREX FE#ES TEER
Direct Indirect
Hi# [
Bright Race Limited The British Virgin Islands 1 share of US$1 each — 100% Investment holding
RBRIHE [ERENES) e REZER
Jumbo Well Limited Hong Kong HK$1 — 100% Dormant
ERERAT HE 178 7T RIS
CER Motorsport Limited Hong Kong HK$100 = 60% Provision of services
B 1005 7T e it IR 5
EVENTS AFTER THE REPORTING PERIOD 38. REHESIA
On 21 September 2017, the Group entered into a RZZE—tEHFNAZ+—H FEE

memorandum of understanding with the issuer in relation to
proposed subscription for 70% of the enlarged issued share
capital of the issuer upon completion of the issue of the new
shares. The memorandum is not legally binding with regard to
the proposed subscription. The issuer and its related
companies are principally engaged in metal recycle business in
Hong Kong and the PRC and are in the course of acquiring
several related businesses for horizontal or vertical expansion.
Up to the approval date of these consolidated financial
statements, a refundable deposit of HK$5,000,000 has been
paid.

APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 26
September 2017.

39.

TERREREEERAR

BT A NGRRESE  NRBH
RETTRTHREEZERBERTA
EIEARDETRANTO%N ° RRES
BUEIRBEBEITAEZOR
D BITAREBEATTIERES
FhEYESBEWER  WIEWE
ETHRBEERE  NWETKERERRE
R -BHEZESHRAMBEHRERMER
8y - B XA R 2 2 £©5,000,000/8
=

BBRMBRE

HAEMBBRRR-_ZE—tFAA-T
NEEREEZSRBYRBEHET -

—E-tEEE 73]



Five-Year Financial Summary

Iof B AR

AEEH FTRAEMBFENREREER
BEZBZHERNTX "RBEDHEKEET

A summary of the results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the

published audited financial statements and reclassified as & EZUBERER TR BEEBRTE
appropriate, is set out below. o s e
RESULTS X5
For the years ended 30 June
BEAAZ=tTBLLEE
2017 2016 2015 2014 2013
—B—tF T RF —T—FHF —T-—NMF —T—=
HK$000  HK$'000  HK$'000  HK$'000  HK$'000
FHT FHET FHET FAET FHET
Turnover X 13,971 13,365 2,733 9,955 31,014
Loss before tax B % A1 B 18 (58,325) (123,590)  (84,601) (79,070) (47,804)
Income tax credit FrigHiiE & 9,238 16,704 15,700 9,909 5,672
Loss for the year FEEBR (49,087) (106,886)  (68,901) (69,161) (42,132)
Other comprehensive (loss)/  H#bh 2
income (B18) WA (7,063)  (36,979) 1,246 (12,262) 14,918
Total comprehensive loss for £ € 2 HE &8
the year FEk o (56,150) (143,865)  (67,655)  (81,423) (27,214)
Total comprehensive loss AT AT FE(L
for the year attributable HFE2HEEIE
to: 4EEE -
Owners of the Company PIN/NEIE =N (55,340) (143,588) (67,655) (81,423) (27,214)
Non-controlling interests PR = (810) (277) = = —
(56,150) (143,865)  (67,655)  (81,423) (27,214)
ASSETS AND LIABILITIES BERERE
As at 30 June
WARA=+H
2017 2016 2015 2014 2013
—ET—tE —T—RF —T—HFE —T-—NFE —T—=
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
F#T FHET FHETT FAET FHET
Non-current assets ERBEE 825,676 798,434 801,026 991,919 873,806
Current assets REE E 152,136 200,491 184,770 78,946 54,523
Current liabilities VEIR=NE (20,613) (17,234) (16,017)  (15,949)  (19,866)
Non-current liabilities FEmBBEE (181,295) (164,324)  (193,745)  (211,227)  (197,755)
Net assets HAEFHE 775,904 817,367 776,034 843,689 710,708
Attributable to: AR A £ e :
Owners of the Company ZIN/NEIE? Z=N 762,313 817,653 776,034 843,689 710,708
Non-controlling interests FEIE IR = 13,591 (286) = = =
Total equity s 775,904 817,367 776,034 843,689 710,708
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