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Chairman’s Statement
FEHRE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of DeTai New Energy Group Limited (the
“Company”), | am pleased to present the annual results of the
Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 30 June 2019.

BUSINESS REVIEW AND PROSPECTS

Loss for the year ended 30 June 2019 attributable to
shareholders of the Company amounted to approximately
HK$154.9 million (2018: approximately HK$156.8 million).
Basic loss per share was approximately 0.99 HK cent (2018:
approximately 2.72 HK cents).

The increase in the net loss was mainly attributable to the net
off of (i) the absence of the gain on change in fair value of
financial liabilities at fair value through profit or loss of
approximately HK$131.2 million; (ii) the increase in
impairment loss on loans receivable of approximately
HK$124.7 million and (iii) the decrease in impairment losses
on intangible assets and goodwill in aggregate of
approximately HK$205.7 million.

During the year under review, the hotel hospitality business
recorded a turnover of approximately HK$33.2 million (2018:
approximately HK$37.4 million) and a segment loss of
approximately HK$6.8 million (2018: approximately HK$1.8
million). The segment loss was mainly due to an increase in
operating expenses. The Group, in view of the large potential
growth in tourism in Japan driven by the Tokyo Olympics
2020, is optimistic about the prospects and the potential
momentum of the hotel and resort industry in Japan which
will generate satisfactory income to the Group in the future.

The performance of money lending business was relatively
stable. The turnover of the money lending services business
was approximately HK$22.3 million for the year ended 30
June 2019 (2018: approximately HK$10.9 million) and a
segment loss of approximately HK$106.5 million (2018
segment profit: approximately HK$5.6 million) was recorded.
The segment loss was mainly attributable from an increase in
impairment loss on loans receivable of approximately
HK$124.7 million.
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Chairman’s Statement
FEHRE

The Group’s turnover of new energy business was
approximately HK$6.4 million (2018: approximately HK$7.7
million) and the segment loss was approximately HK$29.9
million (2018: approximately HK$146.2 million). The decrease
in segment loss was mainly resulted from the decrease in
impairment losses on intangible assets and goodwill.

The turnover of the liquor and wine business was
approximately HK$0.9 million (2018: approximately HK$3.9
million) and a segment loss of approximately HK$3.1 million
was recorded (2018: segment profit of approximately HK$12.3
million). The Group will continue to explore more sales
opportunities with an aim to improve the revenue stream of
the liquor and wine business.

APPRECIATION

Finally, on behalf of the Board, | would like to take this
opportunity to express my sincere appreciation to our staff
for their dedication and commitment as well as to our valued
shareholders, customers, suppliers and other business
partners for their support and encouragement to the Group
in the past year.

Wong Hin Shek
Chairman

Hong Kong, 27 September 2019
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Management Discussion and Analysis

THBERR S

BUSINESS REVIEW

During the year, the Group was engaged in five business
segments, (i) hotel hospitality business; (ii) provision of money
lending services; (iii) new energy business; (iv) trading and
distribution of liqguor and wine; and (v) investments in funds.
As at 30 June 2019, the Group recorded a turnover of
approximately HK$62.9 million (2018: approximately HK$59.9
million). The net loss for the year ended 30 June 2019 was
approximately HK$168.9 million (2018: approximately
HK$157.5 million) while the loss for the year attributable to
owners of the Company was approximately HK$154.9 million
(2018: approximately HK$156.8 million). Basic loss per share
was approximately 0.99 HK cent (2018: approximately 2.72 HK
cents). The increase in the net loss for the year was mainly
attributable to the net off of (i) the absence of the gain on
change in fair value of financial liabilities at fair value through
profit or loss of approximately HK$131.2 million; (ii) the
increase in impairment loss on loans receivable of
approximately HK$124.7 million and (iii) the decrease in
impairment losses on intangible assets and goodwill in
aggregate of approximately HK$205.7 million.

Hotel hospitality business

The hotel hospitality business recorded a turnover of
approximately HK$33.2 million (2018: approximately HK$37.4
million) and a segment loss of approximately HK$6.8 million
(2018: approximately HK$1.8 million). The segment loss was
mainly due to an increase in operating expenses.

Hotel hospitality business is one of the core businesses of the
Group which contributed approximately 52.8% of the Group’s
revenue for the year ended 30 June 2019. The hotel, One
Niseko Resort Towers (the “Resort Towers”), is located in the
famous Japanese skiing destination of Niseko, Hokkaido,
Japan. Niseko is one of the famous ski resort areas in Japan
and is well known for its heavy light powder snow and
spectacular backcountry. The Resort Towers consists of 110
units of high-end accommaodation and has an onsen with an
indoor and outdoor bath. It attracts many tourists from world-
wide for skiing in the winter time.

Although the natural hazard happened in the second half of
2018 has affected the tourism in Hokkaido, the Directors, in
view of the large potential growth in tourism in Japan driven
by the Tokyo Olympics 2020, are optimistic about the
prospects and the potential momentum of the hotel and
resort industry in Japan which will generate satisfactory
income to the Group in the future.
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Management Discussion and Analysis

THBEEWE S Hh

Money lending services

As at 30 June 2019, the Group had loans receivable with
gross principal amount of approximately HK$219.9 million
(2018: approximately HK$164.1 million). The Group recorded
interest income from loans receivable of approximately
HK$22.3 million for the year ended 30 June 2019 (2018:
approximately HK$10.9 million).

The loan portfolio comprises loans to independent third party
borrowers with term ranging from one month to twelve
months and interest rate ranged from 5.5% to 20% per
annum.

The money lending business recorded a segment loss of
approximately HK$106.5 million (2018 segment profit:
approximately HK$5.6 million). The segment loss was mainly
attributable from an increase in impairment loss on loans
receivable of approximately HK$124.7 million.

As at 30 June 2019, the management had engaged an
independent qualified valuer (the “1st ECL Valuer”) to
determine the expected credit losses (the “ECL") of the
Group’s loans receivable. In view of the materiality of the
balance of loans receivable and for the sake of prudence, the
management had further engaged another independent
qualified valuer to conduct an independent review of the
valuation report issued by the 1st ECL Valuer on the valuation
methodology, the underlying assumptions, the parameters
and inputs used in the valuation for accounting purpose.

In assessing the ECL of the Group's loans receivable, a credit
rating analysis of the underlying debtors was adopted by
reviewing the historical accounting information, credit
assessment and including forward-looking information to
estimate the default risk. The Group applied different
expected loss rates to different classes of receivables
according to their respective risk characteristics. In
determining the default risk, factors including but not limited
to, the past default history, the duration of the underlying
loans, the existence and valuation of the collaterals, the
possibility of adverse change in the debtor’'s business
environment and the debtor’s financial position, would be
considered. The rate of ECL ranged from 5% to 100%
depending on the nature, probability of default and loss given
default of the loans receivable.

The money lending business has been contributing to the
revenue of the Group and the management expects to further
expand the scale of the money lending business with more
caution credit assessment.
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Management Discussion and Analysis

THBERR S

New energy business

Emission Particle Solution Sweden AB (“EPS”) is the Group's
operating subsidiary for the new energy business. EPS is
principally engaged in the development, manufacturing and
distribution of a fuel additive product, namely EuroAd which
can reduce fuel consumption and environmental impact.
EuroAd is a totally biodegradable fuel additive that acts as a
catalyst to achieve fuel efficiency and cost savings.

The turnover for the year ended 30 June 2019 of the new
energy business was approximately HK$6.4 million (2018:
approximately HK$7.7 million) and the segment loss was
approximately HK$29.9 million (2018: approximately HK$146.2
million). The decrease in segment loss was mainly resulted
from the decrease in impairment losses on intangible assets
and goodwill.

During the year, the Group has devoted more resources in
expanding the sales of EuroAd in the PRC market, such as
developed the wholesale and retail business through online
and offline distribution channels. The Group has entered
certain sales contracts and/or framework supply contracts
with potential customers during the year ended 30 June 2019.
The financial performance of the PRC market has a dramatic
improvement that approximately HK$1.7 million was recorded
as revenue for the year ended 30 June 2019, representing an
increase of 750% from approximately HK$0.2 million for the
year ended 30 June 2018.

On 4 April 2018, the Company as vendor, Excellent Point Asia
Limited as purchaser and Mr. Zhu Yongjun as guarantor
entered into a sale and purchase agreement (the “SPA"),
pursuant to which the Company conditionally agreed to sell
and the purchaser conditionally agreed to purchase the 49
issued shares of Perfect Essential Holdings Limited (the
“Target Company”, together with its subsidiaries, the “Target
Group”), representing 49% of the issued share capital of the
Target Company, and the sale loans to be assigned by the
vendor to the purchaser, subject to the terms and conditions
of the SPA at a total consideration of HK$64,484,382.2.
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Management Discussion and Analysis

THBEEWE S Hh

Pursuant to the SPA, the purchaser and the vendor shall
enter into the option deed in respect of the grant of the call
option upon the first completion, pursuant to which the
vendor shall grant the purchaser the right to acquire all but
not part of the option shares, representing 51% of the issued
share capital of the Target Company and the option loan,
within six months from the first completion date.

The first and second completions took place on 18 July 2018
and 31 October 2018 respectively in accordance with the
terms and conditions of the SPA. Immediately upon the first
completion, the Company held 51% equity interest of the
Target Company and the Target Group became non wholly-
owned subsidiaries of the Company.

On 16 January 2019, the Company received a written notice
from the purchaser that the purchaser has waived the right
to exercise the call option. As such, the call option will not be
exercised by the purchaser.

On 27 February 2019, the Company, the purchaser and the
guarantor entered into an extension letter to extend the third
completion date to not later than 17 April 2019 (or such other
date as the Company, the purchaser and the guarantor may
agree in writing) (the “Extended Third Completion Date”), and
the purchaser undertook to pay to the Company the third
tranche payment together with interest accrued on the third
tranche payment at the rate of 12% per annum on or before
the Extended Third Completion Date.

On 17 April 2019, the Company did not receive the relevant
instalments of the consideration for the third completion and
the fourth completion, therefore, the third completion and
the fourth completion did not take place. The Company had
also received a notice from the purchaser that the purchaser
was considering the possibility of not proceeding with the
third completion, the fourth completion and the fifth
completion.
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Management Discussion and Analysis

THBERR S

On 15 July 2019, the Company, the purchaser and the
guarantor entered into a deed of settlement (the “Deed of
Settlement”) to set out the terms and conditions for the
settlement of the payment obligations and liabilities of the
purchaser under the third completion, fourth completion and
fifth completion. Pursuant to the Deed of Settlement, (i) the
purchaser shall transfer 21.75% of the issued share capital of
the Target Company to the Company and assign part of the
purchaser’s shareholder loan at the consideration of
HK$1,220,991.5 (the “Assigned Amount Consideration”); (i)
the purchaser shall pay to the Company the sum of
HK$1,220,991.5 by way of set-off against the Assigned
Amount Consideration on a dollar-for dollar basis; and (iii) the
guarantor shall enter into a service agreement with the
Target Company as a consultant for a service fee of HK$1 for
the whole term. The completion of the Deed of Settlement
shall be subject to the passing of the shareholders of the
Ccompany (the “Shareholders”) at a special general meeting of
the Company. The circular containing the details of the Deed
of Settlement will be dispatched to the Shareholders in due
course.

In the course of preparing the financial statements, the
management had duly engaged an independent qualified
valuer (the “1st Valuer”) to determine the recoverable amount
of the cash generating unit as at 30 June 2019 of the new
energy business. For the sake of prudence and same as last
year, the Company engaged another independent qualified
valuer to conduct an independent review of the valuation
report issued by the 1st Valuer on the valuation methodology,
assessment of the discount rate and any other key variables
used in the valuation and the internal consistency of the
valuation model used by the 1st Valuer for accounting
reference purpose.
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Management Discussion and Analysis

THBEEWE S Hh

In assessing the recoverable amount of the cash generating
unit of the new energy business as at 30 June 2019, value-in-
use calculation has been adopted that the estimated future
cash flows were discounted to their present value using a
pre-tax discount rate that reflected current market
assessment of time value of money and the risk specific to
the new energy business. The calculation used in cash flow
projections was based on latest financial budgets covering a
period of 5 years and at a pre-tax discount rate of 25% which
was determined with reference to the market conditions,
such as company specific risk premium and cost of debt of
the new energy business. The cash flow projections beyond
the 5-year period are extrapolated using a perpetual growth
rate of 3%. The management of new energy business
reviewed the assumptions taking into account of (i) the
general economic environment; (i) industry dynamics; (iii)
past performance; and (iv) on-going business development of
the new energy business in preparing the cash flow
projections.

Due to the audit qualification brought forward from last year’s
audited consolidated financial statements as at 30 June 2018
in respect of the carrying amount of intangible assets and
goodwill, the auditor of the Company considered that any
adjustment to the carrying amount of intangible assets as at
30 June 2018 found to be necessary would have a
consequential effect on the opening balance of the intangible
assets at 1 July 2018 and to the impairment loss on intangible
assets, the amortisation charge on the intangible assets and
the deferred tax liability relating to the intangible assets being
reversed for the year ended 30 June 2019. As such, the audit
opinion on the consolidated financial statements for the year
ended 30 June 2019 was also modified in these regards. The
Board expects that the audit opinion on the audited
consolidated financial statements for the year ending 30 June
2020 may also be modified because of the possible effects on
the comparability of the related 2020 figures and 2019 figures.

Due to the audit modification made on the fair value change
of financial liabilities at fair value through profit or loss on the
consolidated financial statements of the Company for the
year ended 30 June 2018 and the possible effects of this
matter on the comparability of the related 2019 figures and
2018 figures, the audit opinion on the Company's
consolidated financial statements for the year ended 30 June
2019 was also modified in these regards. The Board expects
it would not have any continuing impact on the Company’s
consolidated financial statements for the year ending 30 June
2020.
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The audit committee of the Company noted the reasons for
the audit qualifications from auditing perspective and
concurred with the Board'’s view as mentioned above.

Liquor and wine business

The turnover for the year ended 30 June 2019 of the liquor
and wine business was approximately HK$0.9 million (2018:
approximately HK$3.9 million) and a segment loss of
approximately HK$3.1 million was recorded as at the year
ended 30 June 2019 (2018: segment profit of approximately
HK$12.3 million).

The Group will continue to explore more sales opportunities
with an aim to improve the revenue stream of the liquor and
wine business.

Funds Investments

As at 30 June 2019, the Group had fund portfolio of
approximately HK$110.0 million (30 June 2018: approximately
HK$107.4 million).

PROSPECTS

Hotel Hospitality Business

The next Olympic Games will be held in Tokyo, Japan in 2020,
and the Japanese government has been actively prepared for
the increase number of foreign tourists such as the
enactment of the Integrated Resort Laws and expansion of
the Shinkansen line. It is expected that this internationally
popular sports event together with the new measures of the
government will attract 40 million arrivals not only to Tokyo
but also to regional areas in Japan. Driven by the
government’s implementation and Niseko itself as a popular
skiing and family holiday destination, tourism development is
expected to boom. In recent years, Niseko has become a
year round resort destination experiencing rapid growth in
foreign visitors and investments especially from Greater
China Region and South East Asia.

The Group foresees large potential for growth in the number
of overseas tourists and spendings in the resort areas in
Niseko in the coming years. The Directors are of the view that
the Resort Towers will provide a steady income stream and
generate satisfactory income to the Group.

Provision of Money Lending Services
The Group will continue to closely monitor the money lending
services in order to provide a secured contribution to the
Group’s revenue and, on the other hand, seize other growth
opportunities to enhance competitiveness to strive for the
best return to the shareholders of the Company.
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New Energy Business

China and central Asia are the major markets for the new
energy business the Group focused. The Group is in the
course of negotiating with certain potential customers in the
People’s Republic of China (the “PRC") in relation to the
entering into of framework supply contracts to enhance the
customers portfolio and the Group's revenue bases. On the
other hand, the Group will consider to dispose of its business
operation in other markets to reallocate more resources in
the China and central Asia markets.

Apart from expanding customer portfolio to improve the
revenue, the Group will closely control the costs, hoping to
make continuous improvement in the performance of the
new energy business.

FINAL DIVIDEND

The Board resolved not to recommend the payment of any
dividend for the year ended 30 June 2019 (2018: Nil).

FINANCIAL RESOURCES, LIQUIDITY AND
GEARING

As at 30 June 2019, the Group recorded cash and bank
balances (including pledged bank balances) amounting to
approximately HK$304.3 million (2018: approximately
HK$425.3 million) and the net current assets value was
approximately HK$512.6 million (2018: approximately
HK$685.7 million).

The Group's gearing ratio as at 30 June 2019 was
approximately 0.14 (2018: approximately 0.13), being a ratio
of total debts, including borrowings of approximately
HK$139.7 million (2018: approximately HK$145.9 million) to
the total equity of approximately HK$966.6 million (2018:
approximately HK$1,139.1 million).
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USE OF PROCEEDS FROM RIGHTS ISSUE

The Company completed a rights issue on 13 June 2018,
pursuant to which the Company has issued 10,463,687,800
ordinary shares of the Company of HK$0.05 each as rights
shares at HK$0.052 per rights share on the basis of two rights
shares for every one existing share held on 18 May 2018. The
net proceeds from the rights issue (after deducting the
expenses) were approximately HK$523.6 million. The net
subscription price per rights share after deducting the related
expenses of the rights issue was approximately HK$0.050. The
Company intended to apply net proceeds of approximately
HK$523.6 million from the rights issue as to (i) approximately
HK$196.0 million for the contribution to the facility to be made
available to a joint venture company (the “JV Company”)
formed with Zhongke International Capital Limited; (ii)
approximately HK$193.9 million for repayment of the
outstanding borrowings; (iii) approximately HK$100.0 million for
expansion of the Group’s money lending business; and (iv) the
remaining balance for general working capital of the Group.

In view of the reasonable interest income generated from the
loans receivable, the Group reallocated HK$11.35 million from
the portion intended to be used as general working capital to
expand the money lending business in August 2018. Details
of the change in use of proceeds are set out in the
announcement of the Company dated 10 August 2018.

In view of the termination of the amended and restated joint
venture agreement with Zhongke International Capital Limited
(the "Amended and Restated JV Agreement”), on 17 January
2019, the Group further reallocated the net proceeds in the
amount of approximately HK$196.0 million which was
originally planned for the contribution to the facility to be
made available to the JV Company to fund other future
investment opportunities (which may include acquisition of
office premises for the Group’s own use or rental purposes),
and/or expansion of the Group’s money lending business
and/or general working capital of the Group. Details of the
further change in use of proceeds are set out in the
announcement of the Company dated 17 January 2019.

As at 30 June 2019, the Group utilised the net proceeds from the
rights issue as to (i) approximately HK$56.0 million for repayment
of the outstanding borrowings; (ii) approximately HK$111.35
million for expansion of the Group’s money lending business by
granting of loans to independent third parties; (iii) approximately
HK$80.09 million for the acquisition of property and (iv)
approximately HK$45.37 million for general working capital of
the Group. The unutilised net proceeds have been placed as the
interest bearing deposits with licensed banks in Hong Kong.
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The Group plans to utilise the remaining proceeds from the
rights issue for future potential investments, expansion of
money lending business and repay the remaining outstanding
borrowings.

PLEDGE OF ASSETS

As at 30 June 2019, the Group pledged hotel land and building
in Japan with an aggregated carrying value of approximately
HK$483.0 million (2018: approximately HK$479.0 million), bank
deposits of approximately HK$1.9 million (2018:
approximately HK$3.7 million) and the entire equity interest
of certain subsidiaries of the Company to secure banking
facilities of the Group.

CAPITAL STRUCTURE
During the year ended 30 June 2019, 314,855,198 share
options were cancelled or lapsed.

Save as disclosed above, the Company had no other changes
in capital structure during the year ended 30 June 2019.

INVESTMENT POSITION AND PLANNING
Financial Assets at Fair Value through Profit or
Loss/Available-For-Sale Investments

As at 30 June 2019, the Group had invested in two (2018:
three) unlisted private funds with aggregated carrying amount
of approximately HK$110.0 million (2018: approximately
HK$107.4 million). The purpose of the fund portfolio is to
carry on the business of investing, holding, monitoring and
realizing (i) the private debt investments, including but not
limited to bonds, notes and debentures; (ii) the equity
investments and/or debt instruments from the financial
services, natural resources and/or property investment
sectors; and (iii) the investment in securities and instruments
issued in, or related to the markets in China, Hong Kong,
Taiwan, South Korea and ASEAN member countries
respectively. The value of fund portfolio was based on fair
value.
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Settlement Deed and Supplemental Settlement
Deed in relation to the Profit Guarantee
Compensation

With reference to the Company’s announcements dated 26
April 2015 and 29 May 2015 in relation to the acquisition of
the electric cycles business, Mr. Lee Man Bun (“Mr. Lee") as
the vendor irrevocably warranted and guaranteed to the
Company that the after-tax audited consolidated net profit of
the electric cycles business for the year ended 30 June 2016
shall not be less than HK$100,000,000 (the “Guaranteed Net
Profit").

In the event that the electric cycles business cannot achieve
the Guaranteed Net Profit, Mr. Lee has irrevocably
undertaken to the Company to pay to the Company in cash
within 10 business days from the date of receipt of the
certificate from the auditors of the Company an amount
equal to the shortfall (the “Profit Guarantee Compensation”).

In view of the loss recorded for the year ended 30 June 2016
of the electric cycles business, Mr. Lee had been requested
to settle the Profit Guarantee Compensation of
HK$100,000,000. After arm’s length negotiations, on 26
September 2016, Mr. Lee and the Company entered into a
settlement deed regarding the settlement of the Profit
Guarantee Compensation of HK$100,000,000 and the
additional amount of compensation of HK$850,000, in which
HK$70,700,000 was settled by Mr. Lee on 27 September 2016
and 21 September 2017.

Pursuant to the supplemental settlement deed entered into
between Mr. Lee and the Company on 28 September 2018,
Mr. Lee shall pay HK$30,650,000 (being the sum of the
outstanding settlement payment of HK$30,150,000 and the
additional amount of compensation of HK$500,000) to the
Company in the following manner: (@) HK$10,000,000 shall be
paid to the Company on the date of the supplemental
settlement deed; and (b) HK$20,650,000 shall be paid to the
Company on or before 31 March 2019. The amount of
HK$10,000,000 was received by the Company pursuant to the
terms of the supplemental settlement deed. The amount of
HK$20,650,000 was still outstanding as at 30 June 2019.
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Pursuant to the second supplemental settlement deed
entered into between Mr. Lee and the Company on 27
September 2019, Mr. Lee shall pay HK$21,050,000 (being the
sum of the outstanding settlement payment of HK$20,650,000
and the additional amount of compensation of HK$400,000)
to the Company in the following manner: (a) HK$10,000,000
shall be paid to the Company on the date of the second
supplemental settlement deed; and (b) HK$11,050,000 shall
be paid to the Company on or before 30 September 2020.
The Company received HK$10,000,000 from the vendor on 27
September 2019.

Disposal of a Land in the PRC

On 7 September 2017, Advanced System Group Limited, an
indirectly wholly-owned subsidiary of the Company, as
vendor entered into a sales and purchase agreement (the
“PRC Land Disposal Agreement”) with an independent third
party as purchaser. Pursuant to the PRC Land Disposal
Agreement, the purchaser agreed to acquire and the vendor
agreed to sell the entire issued share capital of Miracle True
Investment Limited and its subsidiary in the PRC, which holds
a land in Huizhou City, Guangdong Province, the PRC, and the
shareholder’s loan in cash at a consideration of
HK$11,000,000, in which HK$550,000 and HK$450,000 had
been received on 7 September 2017 and 30 April 2019
respectively and the remaining balance of HK$10,000,000 will
be payable by the purchaser on or before 31 December 2019.
On 7 February 2018, 31 January 2019 and 31 July 2019, the
vendor and the purchaser confirmed their mutual agreement
to extend the long stop date to 31 January 2019, 31 July 2019
and 31 December 2019 respectively or such other date as the
vendor and the purchaser may agree in writing.

The disposal was classified as a non-disclosable transaction
under Chapter 14 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).
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Disposal of 49% Equity Interest in Perfect
Essential Holdings Limited and Deed of
Settlement

On 4 April 2018, the Company as vendor, Excellent Point Asia
Limited as purchaser and Mr. Zhu Yongjun as guarantor
entered into the SPA, pursuant to which the Company
conditionally agreed to sell and the purchaser conditionally
agreed to purchase the 49 issued shares of US$1.00 each in
the share capital of Perfect Essential Holdings Limited,
representing 49% of the issued share capital of the Target
Company, and the sale loans to be assigned by the vendor to
the purchaser, subject to the terms and conditions of the SPA
at a total consideration of HK$64,484,382.2.

Pursuant to the SPA, the purchaser and the vendor shall
enter into the option deed in respect of the grant of the call
option upon the first completion, pursuant to which the
vendor shall grant the purchaser the right to acquire all but
not part of the option shares, representing 51% of the issued
share capital of the Target Company, and the option loan,
within six months from the first completion date.

The first and second completion took place on 18 July 2018
and 31 October 2018 respectively in accordance with the
terms and conditions of the SPA. Immediately upon the first
completion, the Company held 51% equity interest of the
Target Company and the Target Group became non-wholly-
owned subsidiaries of the Company.

On 16 January 2019, the Company received a written notice
from the purchaser that the purchaser has waived the right
to exercise the call option. As such, the call option will not be
exercised by the purchaser.

On 27 February 2019, the Company, the purchaser and the
guarantor entered into an extension letter to extend the third
completion date to not later than 17 April 2019 (or such other
date as the Company, the purchaser and the guarantor may
agree in writing) (the “Extended Third Completion Date”), and
the purchaser undertakes to pay to the Company the third
tranche payment together with interest accrued on the third
tranche payment at the rate of 12% per annum on or before
the Extended Third Completion Date.

On 17 April 2019, the Company did not receive the relevant
instalments of the consideration for the third completion and
the fourth completion, therefore, the third completion and
the fourth completion did not take place. The Company had
also received a notice from the purchaser that the purchaser
was considering the possibility of not proceeding with the
third completion, the fourth completion and the fifth
completion.
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On 15 July 2019, the Company, the purchaser and the
guarantor entered into the Deed of Settlement to set out the
terms and conditions for the settlement of the payment
obligations and liabilities of the purchaser under the third
completion, fourth completion and fifth completion. Pursuant
to the Deed of Settlement, (i) the purchaser shall transfer
21.75% of the issued share capital of the Target Company to
the Company and assign part of the purchaser’s shareholder
loan at the consideration of HK$1,220,991.5 (the “Assigned
Amount Consideration”); (ii) the purchaser shall pay to the
Company the sum of HK$1,220,991.5 by way of set-off against
the Assigned Amount Consideration on a dollar-for dollar
basis; and (iii) the guarantor shall enter into a service
agreement with the Target Company as a consultant for a
service fee of HK$1 for the whole term. The completion of the
Deed of Settlement shall be subject to the passing of the
Shareholders at a special general meeting of the Company.
The circular containing the details of the Deed of Settlement
will be dispatched to the Shareholders in due course.

Details of the transaction are set out in the Company’s
announcements dated 4 April 2018, 26 April 2018, 11 May
2018, 8 June 2018, 16 July 2018, 18 July 2018, 18 October
2018, 31 October 2018, 16 January 2019, 27 February 2019,
17 April 2019, 15 July 2019, 5 August 2019, 16 August 2019,
19 August 2019, 2 September 2019 and 16 September 2019
and the Company’s circular dated 25 June 2018.

Lapse of Memorandum of Understanding in
relation to the Proposed Investment in the
Business of Production of Building and
Construction Materials Made by Recycled
Materials

On 17 September 2018, the Company entered into a non-
legally binding memorandum of understanding with CMAT
Holdings Limited (“CMAT") in relation to the proposed
investment by the Company in a business of production of
building and construction materials made by recycled
materials. As the memorandum of understanding expired on
16 December 2018 and the Company and CMAT had not
agreed to extend the term for a further period, the
memorandum of understanding therefore lapsed and ceased
to have any effect on 16 December 2018.

Details of the transaction are set out in the Company’s
announcements dated 17 September 2018 and 17 December
2018.
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Disposal of Show Art Limited (“Show Art”)

On 30 November 2018, a subsidiary of the Group as vendor
entered into a share transfer agreement with an independent
third party as purchaser, pursuant to which the vendor
agreed to sell and the purchaser agreed to acquire the entire
equity interest of Show Art at a consideration of
HK$5,000,000. The disposal was classified as a non-
disclosable transaction under Chapter 14 of the Listing Rules.

Termination of the Amended and Restated JV
Agreement

On 14 July 2017, Rich Express Investment Group Limited
(“Rich Express”), a wholly-owned subsidiary of the Company
and Zhongke International Capital Limited (“Zhongke
International Capital”) entered into the Amended and
Restated JV Agreement (as amended and supplemented on
14 November 2017) in relation to the formation of the JV
Company and to provide a facility in an aggregate amount of
HK$400,000,000 to the JV Company. The JV Company was
incorporated in Hong Kong with limited liability on 11 August
2017. On 17 January 2019, as the JV Company has been
incorporated for more than a year and no suitable projects or
investment opportunities has been identified by the JV
Company since its incorporation, Rich Express and Zhongke
International Capital, after negotiations and discussions,
entered into a deed of termination to terminate the Amended
and Restated JV Agreement.

Details of the transaction are set out in the Company’s
announcement dated 17 January 2019.

Acquisition of Property and Disposal of
Property Holding Company

On 29 January 2019, Rich Shine Development Limited, a
wholly-owned subsidiary of the Company, as purchaser
entered into a sale and purchase agreement with Tang
Nanjun and Tang Yilin as vendors pursuant to which the
purchaser agreed to acquire and the vendors agreed to sell a
property in Hong Kong (the “Property”) at a consideration of
HK$80,000,000. The acquisition of the Property was
completed on 6 March 2019.

Details of the acquisition are set out in the Company’s
announcement dated 29 January 2019.
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On 25 April 2019, the Company, as vendor, entered into the
provisional sale and purchase agreement with Team Eight
Group Limited, as purchaser, pursuant to which the Company
has conditionally agreed to sell, and the purchaser has
conditionally agreed to acquire (i) the entire issued share
capital of Rich Shine Development Limited which hold the
Property; and (ii) the sale loan, at the consideration of
HK$82,820,000. The completion of disposal took place on 13
August 2019.

Details of the disposal are set out in the Company’s
announcements dated 25 April 2019, 29 July 2019 and 13
August 2019.

CONTINGENT LIABILITIES

As at 30 June 2019, the Group had no significant contingent
liabilities (2018: Nil).

CAPITAL COMMITMENTS
As at 30 June 2019, the Group had no significant capital
commitments (2018: Nil).

FOREIGN CURRENCY RISK

Most of the Group's assets and liabilities are denominated in
Hong Kong dollars and Renminbi, Swedish Krona and
Japanese Yen which are the functional currencies of
respective group companies. The Group has not entered into
any instruments on the foreign exchange exposure. The
Group will closely monitor exchange rate movement and will
take appropriate activities to reduce the exchange risk.

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2019, the Group had approximately 82 (2018:
80) employees in Hong Kong, the PRC, Japan, Canada and
Sweden. The Group’s remuneration policy is reviewed
periodically and determined by reference to market terms,
company performance, and individual qualifications and
performance. Other staff benefits include bonuses awarded
on a discretionary basis, medical schemes and share option
scheme.
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CLOSURE OF REGISTER OF MEMBERS

The forthcoming annual general meeting of the Company (the
“2019 AGM") is scheduled to be held on 5 December 2019.
For determining the entitlement to attend and vote at the
2019 AGM, the register of members of the Company will be
closed from 2 December 2019 to 5 December 2019, both
days inclusive, during which period no transfer of shares of
the Company will be registered. In order for a shareholder of
the Company to be eligible to attend and vote at 2019 AGM,
all transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong
branch share registrar, Tricor Tengis Limited of Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on 29 November 2019.
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Biographical Details of Directors and Senior Management

EFREREREERE

Biographical information of the Directors and the senior
management of the Group as at the date of this annual report
is set out as follows:

EXECUTIVE DIRECTORS

Mr. Wong Hin Shek (“Mr. Wong"), aged 49, has been
appointed as the chairman of the Company and executive
Director since July 2009. He is also a director of various
subsidiaries of the Company. Besides having over 25 years of
experience in the investment banking industry, Mr. Wong has
been involved in the management, business development
and strategic investment of listed companies in Hong Kong,
having operations in environmental protection, hotel and
manufacturing industries. Mr. Wong holds a Master of
Science (Financial Management) degree from University of
London in United Kingdom and a Bachelor of Commerce
degree from University of Toronto in Canada. Mr. Wong is
also a responsible officer of Veda Capital Limited, a licensed
corporation which carries out Type 6 (advising on corporate
finance) regulated activity under the Securities and Futures
Ordinance. Mr. Wong is currently a non-executive director of
Sino Golf Holdings Limited (stock code: 361). He was an
executive director of each of Dongwu Cement International
Limited (stock code: 695) from November 2016 to August
2017 and GET Holdings Limited (stock code: 8100) from
September 2017 to April 2019. Mr. Wong was also an
executive director, the chief executive officer and a non-
executive director of Bisu Technology Group International
Limited (stock code: 1372) from July 2015 to November 2018,
from March 2017 to November 2018 and from November
2018 to April 2019 respectively.

Mr. Chi Chi Hung, Kenneth (“Mr. Chi”), aged 50, has been
appointed as the chief executive officer of the Company and
executive Director since January 2010. He is also a director of
various subsidiaries of the Company. Mr. Chi has over 20
years of experience in accounting and financial control area.
He holds a Bachelor of Accountancy Degree from the Hong
Kong Polytechnic University and is a fellow member of
Association of Chartered Certified Accountants in the United
Kingdom, an associate member of the Hong Kong Institute of
Certified Public Accountants, an associate member of The
Hong Kong Institute of Chartered Secretaries and an
associate member of The Chartered Governance Institute in
the United Kingdom. Mr. Chi is currently an independent non-
executive director of each of Perfect Shape Medical Limited
(stock code: 1830), Hong Kong ChaoShang Group Limited
(formerly known as Noble Century Investment Holdings
Limited) (stock code: 2322) and Greentech Technology
International Limited (stock code: 195). He was an executive
director of Ceneric (Holdings) Limited (now known as “TFG
International Group Limited”) (stock code: 542) from October
2010 to June 2017.
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EFREREEREE

Mr. Chan Wai Ki (“Mr. Chan”), aged 35, has been appointed as
an executive Director since November 2017. He is also a
director of various subsidiaries of the Company. Mr. Chan
obtained a Bachelor’s degree of Arts with Honours in
Accounting from the University of Bedfordshire. Mr. Chan has
extensive experience in accounting, audit and money lending
business.

NON-EXECUTIVE DIRECTOR

Mr. Chui Kwong Kau (“Mr. Chui”), aged 52, has been
appointed as a non-executive Director since December 2015.
He is also a director of various subsidiaries of the Company.
Mr. Chui is a non-executive director of Boill Healthcare
Holdings Limited (stock code: 1246). He is also an executive
director of each of Hong Kong Life Sciences and Technologies
Group Limited (stock code: 8085) and Ming Lam Holdings
Limited (stock code: 1106). Mr. Chui was an executive director
of China Energy Development Holdings Limited (stock code:
228) from October 2005 to June 2016 and an independent
non-executive director of Aurum Pacific (China) Group
Limited (stock code: 8148) from March 2010 to March 2016.
Mr. Chui was also a non-executive director of Hsin Chong
Group Holdings Limited (stock code: 404) from May 2015 to
March 2019. He has over 21 years' experiences in accounting
and auditing fields.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Chiu Wai On (“Mr. Chiu”), aged 49, has been appointed as
an independent non-executive Director since June 2009.
Mr. Chiu is also the chairman of each of the audit committee,
remuneration committee and nomination committee of the
Company. He is a member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. Mr. Chiu
possesses over 10 years of professional experience in
accounting and auditing services. Mr. Chiu is also an
independent non-executive director of New Times Energy
Corporation Limited (stock code: 166).
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Mr. Man Kwok Leung (“Mr. Man”), aged 72, has been
appointed as an independent non-executive Director since
May 2009. Mr. Man is also the member of each of the audit
committee, remuneration committee and nomination
committee of the Company. He is a solicitor of the High Court
of Hong Kong and a civil celebrant of marriages. Mr. Man has
extensive experience in the legal practice. He had been
appointed by Xinhua News Agency as a district advisor from
1995 to 1997. He is currently appointed as a director of
Apleichau Kai Fong Primary School, the deputy chairman of
Apleichau Kai Fong Welfare Association, the secretary of
Apleichau Promotion of Tourism Association and the
honorary legal advisor of Junior Police Officers’ Association.
Mr. Man is currently an independent non-executive director
of Hong Kong ChaoShang Group Limited (formerly known as
Noble Century Investment Holdings Limited) (stock code:
2322).

Dr. Wong Yun Kuen (“Dr. Wong"), aged 62, has been
appointed as an independent non-executive Director since
June 2009. Dr. Wong is also the member of each of the audit
committee, remuneration committee and nomination
committee of the Company. He received his Ph.D. degree
from Harvard University, and was “Distinguished Visiting
Scholar” at Wharton School of the University of Pennsylvania.
Dr. Wong has worked in financial industries in the United
States and Hong Kong for many years, and has considerable
experience in corporate finance, investment and derivative
products. He is a member of the Hong Kong Securities
Institute. Dr. Wong is the chairman of the board and an
executive director of each of UBA Investments Limited (stock
code: 768) and Far East Holdings International Limited (stock
code: 36), a non-executive director of China Sandi Holdings
Limited (stock code: 910) and an independent non-executive
director of each of Kaisun Holdings Limited (stock code:
8203), GT Group Holdings Limited (stock code: 263), Synergis
Holdings Limited (stock code: 2340) and Tech Pro Technology
Development Limited (stock code: 3823). He was an
independent non-executive director of each of Bauhaus
International (Holdings) Limited (stock code: 483) from
October 2004 to December 2016, Sincere Watch (Hong Kong)
Limited (stock code: 444) from September 2012 to December
2017, Asia Coal Limited (stock code: 835) from September
2018 to June 2019 and Kingston Financial Group Limited
(stock code: 1031) from June 2005 to August 2019. Dr. Wong
was also an executive director of Boill Healthcare Holdings
Limited (stock code: 1246) from July 2016 to December 2018.
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Corporate Governance Report
ERELIWE

CORPORATE GOVERNANCE PRACTICES
The Company is committed to maintain high standards of
corporate governance. The Board believes that effective
corporate governance practices are fundamental to enhance
the shareholders’ value and safeguard the interests of the
shareholders. Accordingly, the Company has adopted sound
corporate governance principles that emphasize an effective
internal control and accountability to all shareholders.

During the year ended 30 June 2019, the Company has
complied with the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14
of the Listing Rules except for the deviation from the code
provision A.4.1 which is explained below.

Code Provision A.4.1

Under the code provision A.4.1 of the CG Code, non-
executive directors should be appointed for a specific term,
subject to re-election. The existing independent non-
executive Directors were not appointed for a specific term as
required under the code provision A.4.1 but are subject to
retirement by rotation and re-election at annual general
meeting in accordance with the bye-laws of the Company
(the “Bye-laws”). As such, the Company considers that
sufficient measures have been taken to ensure that the
Company has good corporate governance practices.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the full set of Model Code for
Securities Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix 10 of the Listing Rules as
the code of the conduct for securities transactions by
directors. The prohibitions on securities dealing and
disclosure requirements in the Model Code apply to specified
individuals including the Group’s senior management and
also persons who are privy to price sensitive information of
the Group. Having made specific enquiry of all Directors, the
Board confirmed that all Directors had complied with the
Model Code regarding directors’ securities transactions
during the year and up to the date of this report.
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ERELIWE

BOARD OF DIRECTORS

As at the date of this annual report, the Board comprises
seven Directors, with three executive Directors, Mr. Wong Hin
Shek (Chairman), Mr. Chi Chi Hung, Kenneth (Chief Executive
Officer) and Mr. Chan Wai Ki; one non-executive Director, Mr.
Chui Kwong Kau; and three independent non-executive
Directors, Mr. Chiu Wai On, Mr. Man Kwok Leung and Dr.
Wong Yun Kuen. Biographical information of the Directors is
set out in the section “Biographical Details of Directors and
Senior Management” of this annual report.

To the best of the knowledge of the Company, there is no
financial, business, family or other material or relevant
relationship between Board members and in particular,
between the chairman of the Company (the “Chairman”) and
the chief executive officer of the Company (the “Chief
Executive Officer”).

The Company has received an annual confirmation of
independence from each of the independent non-executive
Directors. The Company is of the view that all the
independent non-executive Directors meet the guidelines for
assessing independence as set out in rule 3.13 of the Listing
Rules and considers them to be independent.

The Board is responsible for the leadership and control of the
Company and overseeing the Group’s businesses, strategic
decisions and performance. Directors take decisions
objectively in the interests of the Company. Some functions
including, inter alia, monitor and approval of material
transactions, matters involving conflict of interest for a
substantial shareholder or Director, the approval of the
interim and annual results, other disclosures to the public or
regulators and the internal control system are reserved by
the Board and the decisions relating to such matters shall be
subject to the decision of the Board. Matters not specifically
reserved to the Board and necessary for the daily operations
of the Company are delegated to the management under the
supervision of the respective Directors and the leadership of
the Chief Executive Officer.

The Board meets regularly throughout the financial year. All
Directors are given the opportunity to put items on the
agenda for regular Board meetings. All Directors have access
to the Company Secretary to ensure that all Board
procedures, rules and regulations are followed. Full minutes
of Board meetings are kept by the Company Secretary and
are available for inspection on reasonable notice. Any
Director may, in furtherance of his duties, take independent
professional advice where necessary at the expense of the
Company.
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Appointment, Re-election and Removal of
Directors

In accordance with bye-law 86 of the Bye-laws, any Director
appointed to fill a causal vacancy on the Board shall hold
office only until the next following general meeting of the
Company and any director appointed as an addition to the
existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be
eligible for re-election.

According to bye-law 87 of the Bye-laws and the CG Code, at
each annual general meeting of the Company, one-third of
the Directors for the time being (or, if their number is not a
multiple of three, the number nearest to but not less than
one-third) shall retire from office by rotation provided that
every Director shall be subject to retirement by rotation at
least once every 3 years, and shall then be eligible for re-
election. Any further re-appointment of an independent non-
executive director, who has served the Board for more than
nine years, will be subject to separate resolution to be
approved by the shareholders.

In accordance with bye-law 86 of the Bye-laws, the
shareholders of the Company may by an ordinary resolution
remove any Director (but without prejudice to any claim for
damages under any contract) before the expiration of his
period of office, and may by an ordinary resolution appoint
another person in his stead.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The Chairman is Mr. Wong Hin Shek whereas the Chief
Executive Officer is Mr. Chi Chi Hung, Kenneth. Their roles are
separated, with a clear division of responsibilities. The
Chairman is responsible for the leadership of the Board,
ensuring its effectiveness in all aspects of its role for setting
its agenda and taking into account any matters proposed by
other directors for inclusion in the agenda. The Chief
Executive Officer is responsible for the day-to-day
Management of the Group’s business.
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BOARD COMMITTEES

The Board has established three committees, including the
remuneration committee (the “Remuneration Committee”),
the nomination committee (the “Nomination Committee”) and
the audit committee (the “"Audit Committee”) for overseeing
particular aspects of the Group's affairs. Details of which are
set out below. All Board committees of the Company are
established with defined written terms of reference which are
available on the websites of the Company and the Stock
Exchange.

Audit Committee

The Audit Committee comprises three independent non-
executive Directors, Mr. Chiu Wai On (the chairman of the
Audit Committee), Mr. Man Kwok Leung and Dr. Wong Yun
Kuen. The primary duties of the Audit Committee are to (i)
review the Group'’s financial reporting system, the nature and
scope of audit review; (ii) review the effectiveness of the
system of internal control procedures and risk management
and the Company’s internal audit function; and (iii) review
and monitor the external auditor’'s independence and
objectivity. In addition, the Audit Committee discusses
matters raised by the external auditor and regulatory bodies
to ensure that appropriate recommendations are
implemented. The Audit Committee meets as and when
required to perform its responsibilities and at least twice a
year.

During the year, the Audit Committee reviewed the interim
and annual results with the external auditor and made
recommendation to the Board on the re-appointment of the
external auditor, reviewed the risk management and internal
control systems and the effectiveness of the internal audit
function of the Company in accordance with the Audit
Ccommittee’s written terms of reference.

The Audit Committee held 2 meetings during the year ended
30 June 2019. The attendance record of each member of the
Audit Committee is set out in the sub-section “Directors” and
Committees’ Meeting Attendance” below.
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Remuneration Committee

The Remuneration Committee comprises three independent
non-executive Directors, Mr. Chiu Wai On (the chairman of
the Remuneration Committee), Mr. Man Kwok Leung and
Dr. Wong Yun Kuen. The primary duties of the Remuneration
Committee are to (i) make recommendations to the Board on
the policy and structure for all Directors’ and senior
management’s remuneration and on the establishment of a
formal and transparent procedure for remuneration policy; (ii)
make recommendations to the Board on the remuneration
package of individual executive Directors, non-executive
Directors and senior management; and (iii) review and
approve compensation payable to executive Directors and
senior management for any loss or termination of office or
appointment. The Remuneration Committee meets at least
once a year.

During the year, the Remuneration Committee reviewed the
remuneration policy and packages of the Directors and senior
management and made recommendations to the Board on
the remuneration policy and packages of the Directors and
senior management in accordance with the Remuneration
Committee’s written terms of reference. The Remuneration
committee also approved and recommended to the Board of
the Directors’ fee payable to three newly appointed Directors
and a re-designated Director.

The Remuneration Committee held 5 meetings during the
year ended 30 June 2019. The attendance record of each
member of the Remuneration Committee is set out in the
sub-section “Directors’ and Committees’ Meeting
Attendance” below.

Nomination Committee

The Nomination Committee comprises three independent
non-executive Directors, Mr. Chiu Wai On (the chairman of
the Nomination Committee), Mr. Man Kwok Leung and
Dr. Wong Yun Kuen. The primary duties of the Nomination
Committee are to (i) review the structure, size and
composition of the Board and make recommendations on
any proposed changes to the Board; (ii) identify individuals
suitably qualified to become Board members; (iii) to assess
the independence of independent non-executive Directors;
and (iv) make recommendations to the Board on the
appointment or re-appointment of Directors and succession
planning for directors. The Nomination Committee meets at
least once a year.
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The Board has adopted a board diversity policy (the “Diversity
Policy”) which sets out the approach by the Company to
achieve diversity on the Board. According to the Diversity
Policy, selection of candidates will be based on a range of
diversity perspectives including but not limited to gender,
age, cultural and educational background, ethnicity,
professional experience and length of service.

The Board has adopted a nomination policy (the “Nomination
Policy”). A summary of this policy is disclosed as below.

1. Criteria
The Nomination Committee and/or the Board shall
consider the following criteria in evaluating and
selecting candidates for directorships:

e  Character and integrity.

o Qualifications including professional qualifications,
skills, knowledge and experience that are relevant
to the Company’s business and corporate
strategy.

e  Willingness to devote adequate time to discharge
duties as a Board member and other directorships
and significant commitments.

e  Requirement for the Board to have independent
directors in accordance with the Listing Rules and
whether the candidates would be considered
independent with reference to the independence
guidelines set out in the Listing Rules.

e  Diversity Policy and any measurable objectives
adopted by the Company for achieving diversity
on the Board.

e Such other perspectives appropriate to the
company'’s business.
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2. Nomination Process

2.1 Appointment of New Director
2.1.1 The Nomination Committee and/or the Board

shall, upon receipt of the proposal on
appointment of new director and the
biographical information (or relevant details)
of the candidate, evaluate such candidate
based on the criteria as set out in section 1
to determine whether such candidate is
qualified for directorship.

2.1.2 If the process yields one or more desirable

candidates, the Nomination Committee and/
or the Board shall rank them by order of
preference based on the needs of the
Company and reference check of each
candidate (where applicable).

2.1.3 The Nomination Committee shall make

recommendation to the Board in respect of
the appointment of appropriate candidate
for directorship.

2.1.4 For any person that is nominated by a

shareholder for election as a director at the
general meeting of the Company, the
Nomination Committee and/or the Board
shall evaluate such candidate based on the
criteria as set out in section 1 to determine
whether such candidate is qualified for
directorship and where appropriate, the
Nomination Committee and/or the Board
shall make recommendation to shareholders
in respect of the proposed election of
director at the general meeting.

2.
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2.2 Re-election of Director at General Meeting
2.2.1 The Nomination Committee and/or the Board
shall review the overall contribution and
service to the Company of the retiring
director including his/her attendance of
Board meetings and, where applicable,
general meetings, and the level of
participation and performance on the Board.

2.2.2 The Nomination Committee and/or the Board
shall also review and determine whether the
retiring director continues to meet the
criteria as set out in section 1.

2.2.3 The Nomination Committee and/or the Board
shall then make recommendation to
shareholders in respect of the proposed re-
election of director at the general meeting.

During the year, the Nomination Committee approved and
recommended to the Board the Nomination Policy, reviewed
the composition of the Directors and made recommendations
to the Board on the re-election of the Directors in accordance
with the Nomination Committee’s written terms of reference.
The Nomination Committee also approved and
recommended to the Board the appointment of three newly
appointed Directors and the re-designation of an executive
Director to non-executive Director.

The Nomination Committee held 5 meetings during the year
ended 30 June 2019. The attendance record of each member
of the Nomination Committee is set out in the sub-section
“Directors” and Committees’ Meeting Attendance” below.
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DIRECTORS’ AND COMMITTEES’' MEETING EESRESESSHEDS
ATTENDANCE

During the year ended 30 June 2019, the Board held 34 Board #HZE-—Z—HhESA=+HILEE &2
meetings. BRITUMRELZSEE o

The attendance record of each Director at the Board RBEEFRrzEETee% ZE@ELA
meetings, the committees’ meetings and the general ARIREAS HEDESHIIOT -
meetings of the Company held during the year is set out

below:

No. of meetings attended/held
BiLRE/BIEEAY
Audit Remuneration Nomination Annual Special

Board Committee ~ Committee Committee General General

Directors Meeting  Meeting Meeting  Meeting  Meeting  Meeting
ENZEE §MWZRe REZES BR Rx
2 EZged EE ] EE ] 8% BEAE  KAAE
Executive Directors HTES
Mr. Wong Hin Shek TEERE 33/34 - - - 17 111
Mr. Chi Chi Hung, Kenneth FEERE 19/34 - - - 171 0/
Mr. Chan Wai i REHLE 30134 - - - 101 111
Mr. Shek YatHim ('Mr. Shek’) — RiskE & ((REE))
(Note 1) (1) 2/3 - - - 0/0 11
Mr. Zhou Danging (‘'Mr. zhou")  EABEE(EEED)
(Note 2) (M2) 1113 - - - 0/0 0/0
Mr. He Mingshou ("Mr. He") fRSEE(FEE])
(Note 3) (M3E3) 58 - - - 111 0/0
Mr. Chan Wing Kit (‘Mr. Chan")  BRakékse A ([BR%E4 )
(Note 4) (Ft34) 5/6 = = - 0/0 00
Non-executive Directors F4TES
Mr. Chui Kwong Kau EXBREE 20/34 - - - 1 "n
Mr. Zhou (Note 2) A% (Fzk2) 2/3 - - - 0/0 0/0
Independent non-executive ~ BuEHTES
Directors
Mr. Chiu Wai On REREE 34/34 22 5/5 5/5 11 111
Mr. Man Kwok Leung EHRE 31/34 22 55 55 1/1 171
Dr. Wong Yun Kuen ERERT 3234 112 4/5 45 10 101
Notes: Mz
1, Mr. Shek resigned on 21 August 2018. 1. AERERZZT-N\FNAZT+—HEHTE -
2. Mr. Zhou was appointed on 21 August 2018 as an executive Director, 2. BARER_T—N\FENAZ+—BEZEARNIT
re-designed to a non-executive Director on 18 October 2018 and B RZE-NFTATN\BRERFNTE
resigned on 26 October 2018. ERRZZT—N\F+AZF+/"HEHF -

3. Mr. He was appointed on 26 October 2018 and resigned on 1 March 3. AIAERZT—\FTAZ T "BEZERRZ
2019. T-NE=A—HEfF-

4. Mr. Chan was appointed on 7 March 2019 and resigned on 4. BRAEER-_ZE—NF=A+tBHEZERR=_F
3 September 2019. —NFENA=ZHEHT -
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CONTINUOUS PROFESSIONAL
DEVELOPMENT OF DIRECTOR

Directors are continually updated on developments in the
statutory and regulatory regime and the business
environment to facilitate the discharge of their
responsibilities. Continuing briefing and professional
development for directors will be arranged at the expenses of
the Company where necessary.

For the year ended 30 June 2019, the executive Directors,
Mr. Wong Hin Shek, Mr. Chi Chi Hung, Kenneth, Mr. Chan Wai
Ki and Mr. Chan Wing Kit; the non-executive Director,
Mr. Chui Kwong Kau; and the independent non-executive
Directors, Mr. Chiu Wai On, Mr. Man Kwok Leung and
Dr. Wong Yun Kuen confirmed their participation in
continuous professional development as follows:
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training materials
Attending relating to relating to
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conducted by development development
professional and dutiesor  and duties or
Directors parties relevant topics relevant topics
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B BiozMye HEEZEZEI HEEEEzMR
Executive Directors YITES
Mr. Wong Hin Shek FTRELE v = /
Mr. Chi Chi Hung, Kenneth FExE v/ / v/
Mr. Chan Wai Ki BRIEMHEE - v/ /
Mr. Chan Wing Kit BRoKBEE 4 = = /
Non-executive Director FHTES
Mr. Chui Kwong Kau ENIREAE - / v/
Independent non-executive BYFHTES
Directors
Mr. Chiu Wai On BEZ%E = = v/
Mr. Man Kwok Leung BEREAE = / /
Dr. Wong Yun Kuen EHEEL / /
TE-NFFR o BRFEBREEERLA
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CORPORATE GOVERNANCE FUNCTIONS
The Board has the following responsibilities:

(@ to develop and review the Company’s policies and
practices on corporate governance and make
recommendations from time to time;

(b) to review and monitor the training and continuous
professional development of the Directors and senior
management of the Group;

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

(d) to develop, review and monitor the code of conduct
and compliance manual (if any) applicable to the
Directors and the employees of the Group; and

(e) toreview the Company’s compliance with the code and
disclosure in the Corporate Governance Report.

DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL REPORTING

The Directors acknowledged their responsibility for preparing
the financial statements for each financial year to give a true
and fair view of the state of affairs of the Company. In
preparing the financial statements for the year ended 30 June
2019, the Directors have selected suitable accounting policies
and applied them consistently, made judgments and
estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis.

The statement of the external auditor of the Company
regarding their reporting responsibilities on the financial
statements of the Company is set out in the “Independent
Auditor’s Report” of this annual report.

DIRECTORS’ AND OFFICERS’ LIABILITIES
The Company has arranged for appropriate insurance
covering the liabilities of the Directors that may arise out of
the corporate activities, which has been complied with the
CG Code. The insurance coverage is reviewed on an annual
basis.
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COMPANY SECRETARY

The Company Secretary, Ms. Tsang Kwai Ping, is responsible
to the Board for ensuring that the Board procedures are
followed and the Board activities are efficiently and effectively
conducted. The Company Secretary is also responsible for
ensuring the Board is fully appraised of the relevant
legislative, regulatory and corporate governance
developments relating to the Group and facilitating the
induction and professional development of directors.

During the year under review, Ms. Tsang has attended
relevant professional seminars to update her skills and
knowledge. She met the training requirement set out in Rule
3.29 of the Listing Rules.

AUDITOR’'S REMUNERATION

The remuneration in respect of audit and non-audit services
for the year ended 30 June 2019 provided by the Company’s
auditor, BDO Limited, are as follows:

HK$'000
TR

LFRE
NAWEGERLLTREETSAE - IR
ENEEERFMNEFEADEAERL
ERET - ARWETAERRESSEE
MEEANEE AR ZHERED  BE kbx
ERERRBR  FNBHESEBRMERR
R’ o

REBEFE Rt ERRERGEE
ERRHMBRIOIREZNE - KENS LR
AIZE 329 MR 2 IBHNRE o

BN &

RAR AR E S LB BTG BB
BRAFRBE_Z-NAFAA=+ALEF
EFRAEZRIFBLRE ZHEmT ;

Audit services Iz RS 2,300
Non-audit services (Note) IEEZ AR (B3 100
Total st 2,400

Note:

The non-audit services mainly included professional fees in relation to review
of the Group'’s interim financial information.
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DIVIDEND POLICY B B B 3R
The Board has adopted a dividend policy (the “Dividend Z==pHBREEE(IKEEE]) - K&
Policy”). A summary of the Dividend Policy is disclosed as B EHRHZRLTR

below.

1. The Company may declare and pay dividends to the 1.
shareholders of the Company by way of cash or by
other means that the Board considers appropriate. It is
the policy of the Board, in recommending dividends, to
allow the Shareholders to participate in the Company’s
profits, and at the same time, to ensure the Company to
retain adequate reserves for future growth. The
Company'’s decision to declare or to pay any dividends
in the future, and the amount of such dividends will
depend upon, among other things, the current and
future operations, financial condition, liquidity position
and capital requirements of the Group, as well as
dividends received from the Company’s subsidiaries
and associates, which in turn will depend on the ability
of those subsidiaries and associates to pay a dividend.
In addition, any final dividends for a financial year will
be subject to the approval of the Shareholders. The
declaration and payment of dividends by the Company
is also subject to any restrictions under the laws of
Bermuda, the laws of Hong Kong, the Company’s bye-
laws and any applicable laws, rules and regulations.

2. Whilst the Dividend Policy reflects the Board's current 2.
views on the financial and cash-flow position of the
Group, the Board will continue to review the Dividend
Policy from time to time and the Board may exercise its
sole and absolute discretion to update, amend and/or
modify the Dividend Policy at any time as it deems fit
and necessary. There is no assurance that dividends
will be declared or paid in any particular amount for any
given period. The Dividend Policy shall in no way
constitute a legally binding commitment by the
Company that any dividend will be paid in any particular
amount and/or in no way obligate the Company to
declare a dividend at any time or from time to time.
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SHAREHOLDERS' RIGHTS

)

(I

(1)

Convene a Special General Meeting
Shareholders holding at the date of the deposit of the
requisition not less than one-tenth of the paid-up capital
of the Company carrying the right of voting at the
general meetings of the Company can at all times
submit a signed written requisition, specifying the
purpose, to the Board or the Company Secretary to
require the convening of a special general meeting
("SGM"). If within 21 days of such deposit the Board fails
to proceed to convene the SGM, the requisitionists, or
any of them representing more than one half of the
total voting rights of all of them, themselves may
convene a SGM, but any SGM so convened shall not be
held after the expiration of three months from 21 days
of the deposit.

Send Enquiries to the Board

Enquiries of shareholders can be sent to the Company
either by email at info.dt@detai-group.com or by post to
the Company’s Hong Kong head office at Room 2702,
27th Floor, China Resources Building, 26 Harbour Road,
Wan Chai, Hong Kong. Shareholders can also make
enquires with the Board directly at the general
meetings.

Make Proposals at General Meetings

Shareholders representing not less than one-twentieth of
the total voting rights of all shareholders having at the
date of the requisition a right to vote at the general
meeting or who are no less than 100 shareholders can
submit a written requisition to the Board or the Company
Secretary to propose a resolution at a general meeting.
The written requisition must state the resolution,
accompanied by a statement of not more than 1,000
words with respect to the matter referred to in the
proposed resolution or the business to be dealt with at
the general meeting and contain the signatures of all the
requisitionists (which may be contained in one document
or in several documents in like form). Such requisition
must be deposited to the Company’s registered office at
Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda not less than 6 weeks before the general
meeting in the case of a requisition requiring notice of a
resolution and not less than 1 week before the general
meeting in the case of any other requisition and be
accompanied by a sum of money reasonably sufficient to
meet the Company’s expenses in serving the notice of
the resolution and circulating the statement given by the
requisitionists to all shareholders in accordance with the
requirements under the applicable laws and rules.
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INVESTOR RELATIONS

The Company considers effective communication with
shareholders is essential for enhancing investor relations and
investors’ understanding of the Group’s business. The
Company endeavors to maintain an on-going dialogue with
shareholders and in particular, through annual general
meeting and other general meetings. The website of the
Company at www.detai-group.com has provided an effective
communication platform to the public and the shareholders.

During the year ended 30 June 2019, there has not been any
change in the Company’s constitutional documents. A
consolidated version of the Company’s constitutional
documents is available on the websites of the Company and
the Stock Exchange.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board ensures the maintenance of sound and effective
internal controls to safeguard the shareholders’ investment
and the assets of the Group. It has been an important duty of
the Directors to conduct a review of the effectiveness of the
system of internal control and risk management of the Group
0n an on-going basis. The review covers all material controls,
including financial, operational and compliance controls, as
well as risk management functions. The systems of risk
management and internal control are designed to manage
rather than eliminate the risk of failure in achieving business
objectives, and can only provide reasonable and not absolute
assurance against material misstatements or loss.

The Board has delegated its responsibilities (with relevant
authorities) of risk management and internal control to the
Audit Committee and the management would assist the Audit
Committee to carry out the risk management procedures.
The Audit Committee (on behalf of the Board) oversees the
management in the design, implementation and monitoring
of the risk management and internal control systems for the
year ended 30 June 2019.

A Risk Management Policy has been established for
formalizing the risk management system of the Group, so as
to ensure the Group is operating in a safety and steady
environment and the Group’s operational strategy and target
could be achieved. The current practices will be reviewed
and updated regularly to follow the latest practices in
corporate governance.
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The risk management process of the Group will involve,
among others, (i) a periodical risk identification and analysis
exercise which involves assessment of the consequence and
likelihood of identified and the development of risk
management plans for mitigating such risks; and (i) an annual
risk management meeting for the review of the identified
risks, the implementation of the risk management plans and
enhancing the implementation plan when necessary.

Process Used to Identify, Evaluate and Manage
Significant Risks

As a routine procedure and part of the risk management and
internal control systems, Executive Directors and the senior
management would meet regularly to review the financial
and operating performance of each segment. The operational
management of the key operating subsidiaries is also
required to keep senior management and Executive Directors
informed of material developments of the department’s
business and implementation of the strategies and policies
set by the Board on a regular basis. The processes used to
identify, evaluate and manage significant risks by the Group
are summarized as follows:

Risk Identification
o Identifies risks that may potentially affect the Group'’s
business and operations.

Risk Assessment
e Assesses the risks identified by using the assessment
criteria developed by the management; and

o Considers the impact on the business and the likelihood
of their occurrence.

Risk Response
o Prioritises the risks by comparing the results of the risk
assessment; and

o Determines the risk management strategies and internal
control processes to prevent, avoid or mitigate the risks.
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Risk Monitoring and Reporting

° Performs ongoing and periodic monitoring of the risk
and ensures that appropriate internal control processes
are in place;

o Revises the risk management strategies and internal
control processes in case of any significant change of
situation; and

o Reports the results of risk monitoring to the
management and the Board regularly.

During the financial year ended 30 June 2019, the Group
engaged a professional advisory firm as internal control
reviewer (the “Internal Control Reviewer”) and to report
directly to the Audit Committee to conduct the annual review
for effectiveness the risk management and internal control
systems of the selected subsidiaries. The Internal Control
Reviewer adopted a risk-based approach and independently
reviewed and tested the controls. The scope of review
included revenue and receipt cycle, procurement and
expenditure cycle, human resources and payroll cycle, fixed
assets cycle, and cash management and treasury cycle for
various selected business segments. Findings and
recommendations are reported to the Audit Committee. In
addition, progress on audit recommendations
implementation will be followed up on a regular basis and
discussed with the Audit Committee.

During annual review, the Audit Committee also considers
the adequacy of resources, qualifications and experience of
staff of the Group, accounting and financial reporting function
and their training programs and budgets. Based on the
results of evaluations, the Audit Committee was satisfied that
there was an ongoing process for identifying, evaluating and
managing the significant risks faced by the Group that would
threaten the achievement of its business objectives; and an
appropriate, effective and adequate system of internal
control and risk management had been in place during the
financial year ended 30 June 2019.

To ensure timely, fair, accurate and complete disclosure of
inside information and for compliance with the applicable
laws and regulations, the Group has in place, as an internal
control element, a serious of disclosure procedures of price
sensitive information on reporting and dissemination of inside
information and preservation of confidentiality. Under the
current practice, the directors aware any potential/suspected
inside information event as soon as practicable when it
materializes for determining the nature of developments, and
if required, making disclosure. All staff are also required to
observe the code of ethical standards to keep non-public
information confidential.
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The Directors present the annual report and the audited
consolidated financial statements of the Company and its
subsidiaries for the year ended 30 June 2019.

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

The Company is a limited liability company incorporated in
Bermuda and its principal place of business in Hong Kong is
Room 2702, 27th Floor, China Resources Building, 26 Harbour
Road, Wan Chai, Hong Kong.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
activities of its principal subsidiaries are set out in note 37 to
the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 30 June 2019 are
set out in the consolidated statement of comprehensive
income on pages 84 and 85.

The Board resolved not to pay any final dividend for the year
ended 30 June 2019 (2018: Nil).

BUSINESS REVIEW

The business review of the Company for the year ended
30 June 2019 is set out in the "CHAIRMAN'S STATEMENT"” and
“MANAGEMENT DISCUSSION AND ANALYSIS” on pages 4 to 5
and pages 6 to 22 respectively.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 30 June 2019, the five largest customers
of the Group together accounted for approximately 33%
(2018: approximately 23%), with the largest customer
accounted for approximately 9% (2018: approximately 11%)
of the Group’s total turnover. The five largest suppliers of the
Group together accounted for approximately 62% (2018:
approximately 51%), with the largest supplier accounted for
approximately 22% (2018: approximately 21%) of the Group’s
total purchases during the year.

To the best of the Directors’ knowledge, at no time during the
year did a Director, an associate of a Director or a
shareholder of the Company (which to the knowledge of the
Directors owns more than 5% of the Company’s share capital)
have an interest in any of the Group’s five largest suppliers or
customers.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements during the year in the property,
plant and equipment of the Group are set out in note 15 to
the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS
Details of the movements during the year in the share capital
and share options of the Company are set out in respective
notes 33 and 41 to the consolidated financial statements.

RESERVES
Details of movements in the reserves of the Company during
the year are set out on page 229.

DISTRIBUTABLE RESERVES OF THE
COMPANY

At 30 June 2019, the Company had no reserves available for
distribution (2018: Nil).

CHARITABLE CONTRIBUTIONS
The Group had not made charitable or other donation during

the year ended 30 June 2019 (2018: HK$49,800).

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the past five financial years are set out on
pages 251 and 252.

EVENTS AFTER REPORTING PERIOD
Disposal of property holding company

On 25 April 2019, Rich Shine Development Limited (“Rich
Shine”), a wholly-owned subsidiary of the Company as a
vender, entered into a provisional sale and purchase
agreement with an independent third party (the “Purchaser”),
for the disposal (i) the sale share, representing the entire
issued share capital of Rich Shine; and (ii) the sale loan, at the
consideration of HK$82,820,000. The completion shall take
place on or before 29 July 2019.

On 29 July 2019, Rich Shine and the Purchaser agreed to
defer the date of completion to 13 August 2019.

On 13 August 2019, all conditions precedent for the
completion have been fulfilled and completion took place on
13 August 2019. Following the completion, the Group ceased
to have any interests in Rich Shine and the financial results of
Rich Shine would no longer be consolidated in the financial
statements of the Group.
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Details of the disposal are set out in the Company’s
announcements dated 25 April 2019, 29 July 2019 and 13
August 2019.

Second supplemental settlement deed relating to
2016 settlement deed and the supplemental
settlement deed

On 27 September 2019, the Company entered into the
second supplemental settlement deed for the full and final
settlement of the vendor’s obligation of the outstanding
settlement payment under the 2016 settlement deed and the
supplemental settlement deed. Details of the transactions are
set out in the Company’s announcements dated 26 April
2015, 26 September 2016, 28 September 2018 and 27
September 2019.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the year and up to the
date of this report were:

Executive Directors:

Mr. Wong Hin Shek (Chairman)

Mr. Chi Chi Hung, Kenneth (Chief Executive Officer)
Mr. Chan Wai Ki

Mr. Shek Yat Him (resigned on 21 August 2018)

Mr. Zhou Danging (appointed on 21 August 2018 and
re-designated to non-executive director
on 18 October 2018 and resigned on 26 October 2018)

Mr. He Mingshou (appointed on 26 October 2018 and
resigned on 1 March 2019)

Mr. Chan Wing Kit (appointed on 7 March 2019 and resigned
on 3 September 2019)

Non-executive Directors:

Mr. Chui Kwong Kau

Mr. Zhou Danging (re-designated from executive director
on 18 October 2018 and resigned on 26 October 2018)
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Independent non-executive Directors:
Mr. Chiu Wai On

Mr. Man Kwok Leung

Dr. Wong Yun Kuen

According to bye-law 87 of the Bye-laws, at each annual
general meeting one-third of the Directors for the time being
(or, if their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire from office
by rotation provided that every Director (including those
appointed for a specific term) shall be subject to retirement
by rotation at least once every three years. A retiring Director
shall be eligible for re-election. Mr. Wong Hin Shek, Mr. Chi
Chi Hung, Kenneth and Mr. Chui Kwong Kau will retire from
office as Directors at the 2019 AGM and all retiring Directors
are eligible and will offer themselves for re-election at the
2019 AGM.

The non-executive Director and the independent non-
executive Directors are not appointed for a specific term and
are subject to retirement by rotation in accordance with the
Ccompany's bye-laws.

None of the Directors proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company or its subsidiaries which is not
determinable by the Group within one year without payment
of compensation, other than statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVE'S EFRTTHEENREATFESC#E
INTERESTS IN SECURITIES OF THE =

COMPANY

As at 30 June 2019, the interests and short positions of each RZ—ZZT—hFEA=1+H » EFNAR [T
Director and the chief executive of the Company in the BAEHFN ARG HEFMAEEZE(EER
shares, underlying shares and debentures of the Company or &% & BB & (&5 ([ & 5 R B E &5 ) B XV
any of its associated corporations (within the meaning of Part ~ #B) Z &) ~ HEAKRMD REST - HEE LA
XV of the Securities and Futures Ordinance (the “SFO"), as RiIEZFEH LKA EEH FE3I2{EFE 2 &0
recorded in the register kept under section 352 of the SFO, or i} » SRR T8 B prEiiZEF B ST =
as otherwise notified to the Company and the Stock AARRBXAAZESZREAWT
Exchange pursuant to the Model Code contained in the

Listing Rules were as follows:

Long positions in the shares and underlying XA REBRORER
shares of the Company

Total
number of Approximate
Number of  shares and percentage of
Number of underlying underlying the issued

Name of Director shares held shares held  shares held share capital
igs il FERAR MGEBRITRE

EEnE FrERAEE ROHE HERGAH BHAEDH

Mr. Wong Hin Shek Beneficial owner - 38,961,200 38,961,200 0.25%

TEBERE ExBEREA

Mr. Chi Chi Hung, Kenneth Beneficial owner 23,000,000 = 23,000,000 0.15%

FEMEE BB A

Mr. Chui Kwong Kau Beneficial owner 1,980,000 - 1,980,000 0.01%

ERRELE ExBEEA

Mr. Chiu Wai On Beneficial owner - 974,030 974,030 0.01%

BEZEE ExBAA

Mr. Man Kwok Leung Beneficial owner = 974,030 974,030 0.01%

BEREE - §int/ Z=UN

Dr. Wong Yun Kuen Beneficial owner = 974,030 974,030 0.01%

BRERL ExEAA
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Save as disclosed above as at 30 June 2019, none of the
Directors and chief executive of the Company had any
interests or short positions in any shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
would be required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they
would be taken or deemed to have under such provisions of
the SFO); to be recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO; or to be
notified to the Company and the Stock Exchange pursuant to
the Model Code.

SUBSTANTIAL SHAREHOLDERS' AND
OTHER PERSONS’ INTERESTS IN
SECURITIES OF THE COMPANY

As at 30 June 2019, so far as was known to the Directors or
chief executive of the Company based on the register
maintained by the Company pursuant to Part XV of the SFO,
the following persons (other than the Directors or chief
executive of the Company) had an interest or short positions
in the shares or underlying shares which would fall to be
disclosed to the Company and the Stock Exchange under the
provisions of Division 2 and 3 of Part XV of the SFO or to be
recorded in the register of interests required to be kept by
the Company pursuant to Section 336 of the SFO and were
directly or indirectly interest in 5% or more of the nominal
value of any class of share capital carrying rights to vote on
all circumstances at general meeting of any other members
of the Group were as follows:

Long positions in the shares and underlying
shares of the Company

Name of

substantial shareholder Capacity

TERRAE LB

Beneficial owner
EnEAA

Mr. Tong Liang
(¥

Note: The percentage is calculated on the basis of 15,695,531,700 shares in
issue as at 30 June 2019.

Number of
shares held

iR AEE

4,404,651,375
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Total
number of
shares and
underlying
shares held
RO R
MR G A

Approximate
percentage of
the issued
share capital
HEBRTRA
BHES

Number of
underlying
shares held
gl
& E

- 4,404,651,375 28.06%
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Save as disclosed above, as at 30 June 2019, so far as was
known to the Directors or chief executive of the Company
based on the register maintained by the Company pursuant
to Part XV of the SFO, no person (other than the Directors or
chief executive of the Company) had any interests or short
positions in the shares or underlying shares would fall to be
disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or to be
recorded in the register of interests required to be kept by
the Company pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

Details of the share option scheme of the Company and the
movements during the year are set out in note 41 to the
consolidated financial statements.

DIRECTORS’ RIGHT TO ACQUIRE SHARES
OR DEBENTURES

Other than the share option scheme of the Company, at no
time during the year was the Company, or any of its holding
companies, subsidiaries or fellow subsidiaries a party to any
arrangement to enable the Directors and chief executives of
the Company (including their spouses and children under 18
years of age) to hold any interest or short positions in the
shares, or underlying shares, or debentures, of the Company
or its associated corporations (with the meaning of Part XV of
the SFO).

DIRECTORS’' INTERESTS IN COMPETING
BUSINESS

During the year, no Directors or their respective associates
(as defined in the Listing Rules) had any interest in a business
which competes or is likely to compete, either directly or
indirectly, with the business of the Group.

DIRECTORS' INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this annual report, no transactions,
arrangements or contracts of significance in relation to the
Group'’s business to which any of the Company’s subsidiaries
and fellow subsidiaries was a party, and in which a Director
or an entity connected with a Director had a material interest,
whether directly or indirectly, subsisted at any time during
the year or at the end of the year.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme of the Company, no equity-
linked agreements were entered into by the Company, or
existed during the year.
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PERMITTED INDEMNITY PROVISION
Pursuant to Code Provision A.1.8 of the Corporate
Governance Code set out under Appendix 14 to the Listing
Rules and subject to the provisions of the Companies
Ordinance, the Company has arranged for appropriate
insurance cover for directors’ and officers’ liabilities in
respect of any losses or liabilities incurred, or any legal
actions brought against the directors and senior management
of the Group which may arise out of corporate activities. The
permitted indemnity provision is in force for the benefit of the
directors as required by section 470 of the Companies
Ordinance.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Other than the share option scheme, at no time during the
year was the Company or its subsidiaries, a party to any
arrangements 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.

MANAGEMENT CONTRACTS

No contract concerning the management and administration
of the whole and any substantial part of the business of the
Company was entered into or in existence during the year.

CONNECTED TRANSACTIONS

Save as disclosed, the Company did not have any other
connected transactions which were subject to the reporting
requirements under Chapter 14A of the Listing Rules for the
year ended 30 June 2019.

COMPLIANCE WITH RELEVANT LAWS
AND REGULATIONS

During the vyear, as far as the Company is aware, there was
no material breach of or non-compliance with applicable laws
and regulations by the Group that has a significant impact on
the business and operations of the Group.
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EMOLUMENT POLICY AND RETIREMENT
BENEFITS

The emolument policy of the senior employees of the
Company is set and recommended by the Remuneration
Committee to the Board on the basis of the employees’ merit,
qualifications and competence.

The emoluments of the Directors are formulated and
recommended by the Remuneration Committee to the Board,
having regards to the Company’s operating results, individual
performance of the Directors and comparable market
statistics.

The Company has adopted a share option scheme as an
incentive to the Directors and eligible employees of the
Company, details of which are set out in the note 41 to the
consolidated financial statements.

ENVIRONMENTAL POLICY

The Company encourages environmental protection and
promotes awareness towards environmental protection. The
Company has adhered to the concepts of recycling and
reducing by implementing green office practices such as
double-sided printing and copying, using recycle papers and
reducing energy by switching off those idle lighting. The
Board will review the Company’s environmental saving
practices and identify other energy efficiency opportunities
from time to time.

RELATIONSHIPS WITH STAKEHOLDERS
The Company recognises that employees are our valuable
assets. Thus the Group provides competitive remuneration
package to attract and motivate the employees. The Group
regularly reviews the remuneration package of employees
and makes necessary adjustments to conform to the market
standard.

The Group also understands that it is important to maintain
good relationship with business partners to achieve its long-
term goals. Accordingly, our senior management have kept
good communication, promptly exchanged ideas and shared
business update with them when appropriate. During the
year, there was no material and significant dispute between
the Group and its business partners.
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KEY RISKS AND UNCERTAINTIES

The Group has reviewed the possible risks and uncertainties
which may affect its businesses, financial condition,
operations and prospects. The followings are the key risks
and uncertainties identified by the Group. There may be other
risks and uncertainties in addition to those shown below
which are not known to the Group or which may not be
material now but could turn out to be material in the future.

Risks pertaining to hotel operation

The Group’s hotel hospitality business may be significantly
affected by outside factors such as government regulation,
changes in market conditions, competition in the industry,
excess hotel supply or reduced international or local demand
for hotel rooms and associated services, foreign exchange
fluctuations, and other natural and social factors which may
affect the level of global travel and business activities.

As the Group's hotel is located in Japan Hokkaido, the
revenue from this business is sensitive to changes in the
tourism industry in Japan, which is greatly influenced by the
attractiveness of Japan as a destination for tourists,
particularly welcomed by family groups and long-stay guests
for it spacious condominium rooms, which is the major
source of business for our hotels.

Risks pertaining to the commercial recognition
of EuroAd

New energy business depends on the success of EuroAd, a
totally biodegradable vegetable additive which catalyses the
combustion process in both fossil and bio fuels to achieve
fuller fuel efficiency.

If EuroAd is unable to pass the product testing which is a
prerequisite for entering into the energy markets in the target
countries with potential customers, or to commercialise
EuroAd, or experience significant delays in product testing, it
would have a material adverse effect on its business.

Acquisitions involve numerous other risks relating to
integration, including the failure to achieve the expected
benefits and synergies, the diversion of management’s
attention from other business concerns and the loss of key
employees. Joint ventures present the risk of conflicts of
interest or strategy. Joint venture partners may also be
unable to fulfill their obligations under the joint venture
agreement or experience financial or other difficulties. If the
Group is unable to manage all of these risks efficiently, it may
be forced to incur extraordinary expenses or charges which
may have an adverse effect on its financial condition, results,
operations and prospects.
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Risks pertaining to financing requirements and
access to capital

The amount and timing of the expenditures required to carry
out the product development/testing activities and potential
investments of the Group are uncertain and will depend on
numerous factors, some of which are outside the Group's
control. Factors that could increase the Group’s funding
requirements including but not limited to higher costs and
slower progress than expected to develop products and
slower progress than expected in securing development of
the Group’s products/potential investments. Greater than
expected expenditure requirements may materially and
adversely affect the Group'’s financial results and their ability
to introduce new products/investments profitably.

Risks pertaining to exchange rate fluctuations
ASs a consequence of the international nature of the Group, it
will be exposed to risks associated with changes in foreign
currency exchange rates. The Group's future sales operations
will be affected by fluctuations in exchange rates to the
extent that its sales and purchases are denominated in
currencies other than its reporting currency. Movements in
exchange rates to translate foreign currencies may have a
significant impact on the Group's results of operations,
financial position and cash flows from year to year.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption
available to shareholders of the Company by reason of their
holding of the Company’s securities.

PRE-EMPTIVE RIGHTS

There is no provision for the exercise of any pre-emptive
rights under the Company’s bye-laws, or the laws of
Bermuda, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'S LISTED SECURITIES
Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities for
the year ended 30 June 2019.

CORPORATE GOVERNANCE
Full details on the Company'’s corporate governance practices
are set out on pages 26 to 42.
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AUDIT COMMITTEE

The Audit Committee comprises three independent non-
executive Directors, Mr. Chiu Wai On (the chairman of the
Audit Committee), Mr. Man Kwok Leung and Dr. Wong Yun
Kuen. The primary duties of the Audit Committee are to (i)
review the Group's financial reporting system, the nature and
scope of audit review; (ii) review the effectiveness of the
system of internal control procedures and risk management
and the Company’s internal audit function; and (iii) review
and monitor the external auditor’s independence and
objectivity. In addition, the Audit Committee discusses
matters raised by the external auditor and regulatory bodies
to ensure that appropriate recommendations are
implemented. The Audit Committee meets as and when
required to perform its responsibilities and at least twice a
year.

The Audit Committee has reviewed with the management of
the Company and the external auditor of the Group’s annual
results for the year ended 30 June 2019, and was of the
opinion that the preparation of such results are in compliance
with the relevant accounting standards, rules and regulations
and that adequate disclosures have been made.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and to the best knowledge of the Directors, at least
25% of the Company’s issued share capital were held by
members of the public as at the date of this report as
required under the Listing Rules.

AUDITOR

The financial statements for the year have been audited by
BDO Limited who retire and, being eligible, offer themselves
for re-appointment.

On behalf of the Board

Wong Hin Shek
Chairman and Executive Director

Hong Kong, 27 September 2019
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REPORTING SCOPE AND STANDARD

The Company is pleased to present this environmental, social
and governance (“ESG”) Report (the “ESG Report”) which
summarises the ESG policies, initiatives and performance of
the Group as well as demonstrates its commitment in
achieving environmental and social sustainability for the year
ended 30 June 2019. This ESG Report is prepared in
accordance with Appendix 27 Environmental, Social and
Governance Reporting Guide of the Listing Rules.

As a responsible corporate, the Group’s ESG approach is to
incorporate sustainability initiatives into the operations and
management of its hotel. The Group holds corporate social
responsibilities in high regard as the Group maintains high
level of corporate governance standards and operates in a
way to protect the environment, serve the community,
promote social integration and support heritage conservation.
With the objective of becoming the preferred choice of
customers, investors and employees, the Group endeavours
to establish a high reputation in the hospitality and tourism
industry and promises to deliver a high standard of services
to its guests.

This ESG Report aims to share our key sustainability
performances and outline our milestones on our
sustainability journey during the reporting period from 1 July
2018 to 30 June 2019. The reporting timeframe is consistent
with the Company’s financial year ended 30 June 2019. The
Group is principally engaged in five business segments, (i)
hotel hospitality business; (ii) provision of money lending
services; (i) new energy business, (iv) trading and distribution
of liquor and wine; and (v) investments in funds. Headquarter
of Hong Kong and hotel hospitality business in Japan are
chosen for the ESG Report due to the higher profit-generated
ability comparing to other segments (Revenue from hotel
hospitality business for the year ended 30 June 2019: HK$33.2
million). The Group provides an overview of the environment,
community, employment and labour practices and operation
convention for the year ended 30 June 2019, with coverage of
the Company’s operations in Hong Kong headquarter office
and its hotel hospitality business in Niseko, Hokkaido (the
“Selected Business Segments”).
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STAKEHOLDERS COMMUNICATION

The Group values the expectations of all stakeholders,
understands through a variety of effective channels their ESG
expectations and appeals that serve as indispensable
references to the development of the ESG strategies, and
takes practical response measures.
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SUBJECT AREA A: ENVIRONMENTAL
SUBJECT AREA

As a responsible enterprise, the Group is committed to
protecting the environment by reducing carbon emissions.
The Group carefully monitors and mitigates the environmental
impacts by integrating environmental considerations into all
aspects of business operations. Environmental management
was developed based on respective local requirements and
environmental standards. In response to the community’s
power saving and waste-reduction demand, the Group has
also adopted the procedures in relation to waste reduction,
water conservation, energy conservation and solid waste
recycling.

Aspect A1: Emissions

Air and Green House Gases (“GHG") emissions

The Group seeks to promote pollution prevention, reduces
the creation of waste and minimise the environmental impact
from merchandise, services and processes and actively
works to redirect wastes to be recycled or used in other
sustainable initiatives. The Selected Business Segments both
provide facilities for collection, sorting, recycling and proper
disposal of waste and recovered materials. Major emissions
of the Group are the GHG emissions and solid hon-hazardous
wastes generated from the hotel operations. The Group
believes these emissions do not have a significant adverse
impact on the environment.

The Group focused on the environmental impact in the
operation and management of the hot spring resort and hotel
facilities of One Niseko Resort Towers in Niseko, Hokkaido.
GHG emissions include Carbon Dioxide (“CO,"), Nitrogen
Oxides (“NO,"), Sulphurs Oxides (“SO,") and Particulate Matter
(“PM"). Major sources of air and GHG emissions are energy
consumptions, including the fuel consumed by the corporate
vehicles in respect of tour buses of the hotel and private cars
and purchased electricity used in offices, air travel and the
heat of hot spring as well as the hotel daily operations.
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The amounts of the different types of air emissions emitted &R FEEHE D EBERNBER 2 TRIELEZE RS
by the Selected Business Segments during the year were as  ZHmE s T -
follows:

PERFORMANCE PERFORMANCE
EMISSION SOURCE IN 2019 IN 2018

R-ZE—h&F R=-ZB—NF
BERHURIR 2R 2ZRHE

Air Emissions

RS RBEBY

NO, Use of the Group’s vehicles
Pk =Nlet?) ERAREE S

SO,

iie=Nlat?)

PM

BRI

132,608 283,134
318 478

11,342 23,587

ol 09 o 09t 9

The approximate volume of different types of GHG emissions — £83& F % 7 9 A F N1 [ fE 188 = R B2 1 4
in CO, equivalent emissions (“CO,e") in the Selected Business  BEME (A=A LixEEXR) AT ¢
Segments during the year were as follows:

PERFORMANCE PERFORMANCE
IN 2019 IN 2018

R-B—h%F R=B-N\F
ZRE ZRE

GHG emissions

= R HER
Total GHG emissions kg CO.e 1,326,333 1,627,024
mEREBEENAESE FrR-StIREE
Scope 1
CifE
Direct GHG emissions’ kg CO.e 670,940 819,936
BEEAREREBHN Fr_E{tixkEE
Scope 2
#i[E 2
Indirect GHG emissions? kg CO,e 628,387 701,553
MR E R BB Fr-_StIREE
Scope 3
#i[E 3
Other indirect emissions® kg CO.e 27,006 105,535
H fth R B BER Fr_StIREE
GHG emission intensity kg CO.e/equivalent guest night* 57.6 63.6
= SR BB BERE E FR-_EtREE EXEATHRHBEZS
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1 Direct GHG emissions generated from vehicles and hot spring of the
Group.

2 Indirect GHG emissions generated from the purchased electricity.

3 Other indirect emissions generated from air travel by employees/

management for business purpose.

4 Equivalent guest night was the total number of night that guests stayed
in our hotel.
Wastes

The Group upholds the principle of proper waste handling
and is committed to minimising the adverse impact of its
waste on the environment. Our employees work together
with guests to reuse and recycle waste whenever possible.
The Group also tracks and ensures the remaining waste is
disposed of responsibly. The amount of waste generated and
recycled and work will be regularly monitored for possible
improvement whenever practicable.

Major source of waste in our hospitality operation is
disposable room amenities, including soap and shampoo.
Our room amenities are eco-friendly. Recyclable amenities
are sorted and collected according to their classifications and
are delivered to recycling vendors. The disposal of other
remaining wastes is carried out by government-certified
service providers according to local laws and regulations. The
Group has also adopted a sludge circulation filtration system
in Niseko complying with the “Niseko Eco-Model City Action
Plan” program and sewage program. Sludge collection is
scheduled once a year. During the year ended 30 June 2019,
80m? sludge was collected through the system.

At the office level, major wastes included papers from office
printing and other incidental wastes. Various waste reduction
measures implemented by the Group are described in the
later paragraphs.

1 BHRERERBIMOREARE 2 TERIRR

Kol

HHCREEBEE N -

2 MR =R E

3 HMESRmRaES ERE CREEIR -

4 BERAERBEERERNAEREEERE 24
BRER o

27

AEBRFZEREEYVRA - BOZER
DEEAZBEMHRIREN I TRZE - K
SEHEERERSH LW  BAEERK
EIUREY) - AR T EHE R R A B EHER
ERHREY  YEMERCEL NE IR
MBENBBEITE  RATBER NEARERE
R =

AEBREER 2 EZEY R ANERRH
A PREEERAERE - ASERARR
FHEAR BREERSERKETEYKA
0 v WIE R ZE B o H4th FIEREE Y A BUR
RAREHERRBEEMEEREREE -
REBENMR -t EHEASRBRF RS
fea [t & AEREX MRS (Niseko
Eco-Model City Action Plan) ] X 8E555tE] o
FTESREFRE—IX - RBEZT—hNF
NAZTHIEFE  BBERESKESREHR
803 7K o

ARAEEBEMS - TREVERBAELT
ENFr R AR oR S LA 7Y - PXEAAREE
o2 STEMBETEE ©
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The Group did not generate any hazardous waste in both the
reporting year 2019 and 2018. Details of major non-hazardous
waste generated in the Selected Business Segments were
shown as below:

Waste disposal’

BYEE'

General waste disposed kg

EEREREY T

Waste intensity kg/equivalent guest night?
REY)5R S FTR/BEEATBEES

1 The performance data only covers hotel management operations in

Niseko. As the amount of wastes generated from the Hong Kong
headquarter office in both year were negligible, and hence no
meaningful data from waste can be collected for analysis.

2 Equivalent guest night was the total number of night that guests stayed
in our hotel.

Aspect A2: Use of Resources

Energy consumption

The major sources of energy used by the Group were
electricity, fuel for the Group’s vehicles, and heavy oil and
kerosene for the hot spring in hotel. To conserve energy in
daily operations, the Group adopted the thermal control
products in hotel areas such as hot water pipes and room'’s
double glass windows, which resist heat and reduce the heat
island effect. The Group maintained the temperature of the
office at 24°C to 26°C. To use energy effectively and
efficiently, the Group has also installed the latest version’s
“chillers” in 2014 which is managed automatically. The Group
has adopted the environmental policies, for example, using
electronic copies instead of printing documents; providing
facilities for collection, sorting, recycling in the office and
hotel. Besides, the Group will consider in changing light-
emitting diodes (LEDS) lamps in the coming year.

Water consumption

Water is important in providing hospitality to our guests, from
catering and cleaning to consumption. Water management,
as a result, is essential to manage our environmental
footprint. The Group is committed to consuming water
responsibly throughout its operations and has implemented
various water saving measures to achieve the goal.

AEBR-Z-NA LT \REFEME
EEEMBAEEY - KEEXHOBMELE
TREEEMFBOT

PERFORMANCE PERFORMANCE
IN 2019 IN 2018
R-B-N\F
ZRB

RZE—NF
ZRB

1,270 22,813

0.06 0.89

1 RAHBERE_HHZBEEREY - ARNE
BRBZMEFEELEZEYEMTRE  #K
BEWEERERZEMBBEINAE

2 BEREAERBEERREENAE BB E(EREAR
e

BHEA2 : EREH

RETROH ¥

AEBFAEIZERRA/ESN AEBETEM
PRI A BB 5 R SR PR R B0 R Bom » A
AEEBEPEHOLR  AEBENEESER
RRZEmR @ PINEUKE MERZ & ERE
B EREMANRERASME - NEE R
REAREBRBRUEE2E - BB
EHER  ARETR - —MFELEK&KH
BE#EEe [l - AEEERARRK

R - PIanfE B E 73X M SR4T EISXAE «
WMAEREERESSE - 2B REKRE

AN AEERERNRFERBE N —HE
(LEDS) #& °

HHFE

SAERRERGRENS  KEAEE
ARARER  BRERRTE - At - KE
EHERRMNIRERET M S AR R o A
SEBINREEBR - BEEHAK I
EERZAKERAZERERE -
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Hot springs and swimming pool are the most water-intensive
facilities in our hotel. In Niseko Moiwa-Mountain Natural Hot
Springs, the Group has adopted the circulation formula
system to check the procedures and operations of the hot
springs and swimming pool on a daily basis. This measure
can improve water quality and reduce the need for refilling
water.

Besides, “water saving devices” for taps and showers, which
provides enough water pressure at minimum water
consumption, were installed in our hotel rooms. The key
water saving measures include educating, ensuring
housekeeping and kitchen staff to pay closer attention to
water usage through training, and placing signage regarding
water-saving and reducing wastage. To minimise the water
consumption, the Group has reduced the frequency of
changing guests’ linen and bath towels to every third day of
their stay, unless requested otherwise.

Our footprints on the consumption of energy and water of
the Selected Business Segments were shown as below:

Energy consumption

BEIRH#E

Total energy consumption

BERHREEE

Electricity kWh

EW) T B

Fuel litre

BAKL nF

Electricity intensity kWh/equivalent guest night'

BRE TEE EXAETBRBEE’

Fuel intensity l/equivalent guest night'

PR 58 S L ERAFGREESE"

Water consumption

FKE

Total water consumption m3

FKkpE AVAYSA

Water intensity m3/equivalent guest night

K& E NAR/SBEEATBREESE"

1 Equivalent guest night was the total number of night that guests stayed
in our hotel.

“T-NFFR o BRME

EASEREREEFR  BRERKERARE
Ke REBER _MHEREILRARS
(Niseko Moiwa-Mountain Natural Hot
Springs) RABIREXNZS  BHREAR
KoK 2 32 Fr SGE 1 o WL IBIE e A BB &K
ERROPKZEE -

BEAN - BRAKEESEROMA RS S - [EI7KEEfE )
RECHKBERHEFRKE  ELERA
E@ZEE%WW - BRETKIERBIEER
FHHE  BREFKERBEEINEEE
%* MR EBEEBEKERVREBZETR
REERIFEK AEEERLSERERIRKR
BRANMZRE  BRIEBERIEER - B[A
REFEEHRS=AF®R—X-

RER S )OBFER AN R

PERFORMANCE
IN 2019
—hEF
ZRB

PERFORMANCE
IN 2018
R-FB-N\F
ZRB

A=

940,832 1,078,886
272,963 296,876
40.8 42.2
11.9 11.6
24,800 32,783
1.1 1.3

1 EXATBRBEERE
BREN o

ERARK

FEREBRD R

BB EETE 2 48
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The Group is committed to complying with the Environmental,
Social and Governance Reporting Guide Aspect A2: Use of
Resource, and paying attention to the energy and water
consumption. As a hospitality service provider, the resources
of its daily operation are used for providing services,
therefore, the Group yielded no packing materials for
producing finished goods.

Aspect A3: Environment and Natural
Resources

Other than water as described in the previous section, the
Group's operation does not consume significant resources
from, nor causes any significant impact on the environment.
Sewage generated from operations is properly disposed of
through a designated pipeline networks connected to the
drainage services department for sewage processing. Hence,
the impact on the natural environment as a direct result of
the Group's operation is minimal.

Nonetheless, as outlined in “Aspect A2: Use of Resources”,
the Group is committed to environmental protection and has
adopted and effectively implemented a number of measures
to make efficient use of resources, reduce wastage and
dispose of waste in an environmentally friendly manner. In
response to the Niseko Eco-Model City Action Plan, the
Group actively participates in regular monthly meeting
organised by the Niseko Town & Hotel Association to discuss
environmental issues with the Niseko Environment Division.

The Group is also committed to complying with all applicable
environmental laws and regulations. During the current and
prior year, the Group has not received any related complaint
nor has it breached any relevant environmental laws and
regulations.

AEEHNETRE B8 REAREES
BEA2 : ERER - LRITRERRICBFE o
ERFFRGHER  ARERELEERR
RAREHIRTS - Hit - NEEWESEEK
mmELEABRDE

EHA3: BREKERER

B CEARTAL KON - ARERE R BHREE
RRBER  TEYRBERTMEAR
& o XIFELE 2 I5/KERIBEE KRG ER
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$EIA BHEARBEEREKNZITVE
;“»5(7»3

RGO - BN [BMA2 : BRER] —&0
Bl - AEBBNRERE  WERAREX
E—RIEE EEERERER - B
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&k $E OB JE 4B £ (Niseko Town & Hotel
Association) & ATz EHig®E - Ht
& IR IE 0 (Niseko Environment Division) &7 &
IRIBERE ©
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SUBJECT AREA B: SOCIAL ASPECTS
EMPLOYMENT AND LABOUR PRACTICES

Aspect B1: Employment

The Group highly values its employees, as the workforce is
not only the most valuable asset of the Group but is also the
solid foundation of sustainable development. A team of
engaged and well-trained staff is the key contributing factor
to building customer loyalty and making us to be the
preferred choice for our customers.

As a responsible employer, the Group is devoted to shape a
non-discriminating, diverse, fair and harmonious workplace
disregard of the number of employees. The Group is
committed to providing equal opportunities to every single
staff regardless of their gender, marital status, race, religion,
age, nationality, sexual orientation, etc. The Group enforces
zero tolerance on differential treatment and harassment on
grounds of race, disability, sex and family status. A
comprehensive framework with detailed human resources
management policies are embedded in the staff handbook,
which also provides information and guidelines to staff in
Hong Kong office and Niseko Hotel in the areas of working
conditions, equal employee recruitment and promotion,
reasonable remuneration and employee benefits, dismissal
and retirement and labour contract, training and
development as well as health and safety, and undergoes
regular review in light of new legal and regulatory
requirements, and the best employment practices. Through
the policy, the Group standardises and monitors employees’
labour rights and obligations, promotion and welfare so that
employees are entitled to legitimate rights and interests.
During the process of recruitment of both professional and
general staff, the Group considers the applicants of
expatriates and ethnic minorities to consistence the
employee diversity.
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our workforce RPN E T B

As at 30 June 2019, the Group had a total of 45 (2018: 47) R-ZE—hLFA~A=1H  AEBERKET
employees in Selected Business Segments. The workforce 2B oL BASZ(ZE—N\F: 478)E
categorised by gender, age groups, employment type, and 8 o R4 R| - Eip4ER - EEEE R EE
geographical region are depicted below: o B TEKIBERET

No. of employees in
Selected Business
Segments
RETEKRIBEEAY

As at As at

30 June 30 June
2019 2018
R-ZB-NE |  R=2-N\F
AAZtH AAZtH

64

Total B 45 47
By gender EHRIE D
Female pegiis 16 19
Male s 29 28
By age BEFERE D
Under 30 years old 30mMA T 12 10
31-40 years old 312 405% 13 12
41-50 years old 41 E 50 5% 10 17
Over 50 years old 8@ 50 5% 10 8
By location BB E D
Hong Kong BB 17 18
Japan SN 28 29
By employment category BB D
Executive/Senior level TR/ &% 13 8
Middle level AR 9 31
Entry level AR 23 8
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Retaining talents

Employees are the most valuable assets of the Group. To
retain and motivate employees, the Group offers competitive
remuneration package. Remuneration package is reviewed
annually to reflect employees’ performance, experiences and
market standards. Apart from salary payments, other staff
benefits included provident fund contributions, medical
insurance coverage and performance related discretionary
bonuses. During the year ended 30 June 2019, the Group
recorded a decrease in number of resigned staffs of
approximately 29 employees (2018: 39 employees).

BREAT

BERAKERESEE - RRRERTEIE
5 NEBEREARSE N ZFHMEE - F
fFEEFRy  RREEBXRE  KREMS
REE - R NF I B THRMNBREE
R BEKRRERBBERBIEAL - &
ECT-NFRA=THILESFE  AEER
BEEABURDHOA(ZZE—NF 39
A

il

\

N

No. of employees’
turnover in
Selected Business
Segments

REEXRBEIBEEREAR
2019 2018
—2-nF | Z2-NF

Total e 29 39
By gender R &l o
Female 7% 16 16
Male B 13 23
By age RERED
Under 30 years old 30mAT 13 14
31-40 years old 31 £ 405% 6 12
41-50 years old 41 £ 50 5% 3 7
Over 50 years old B8 50 5%, 7 6
By location it B & D
Hong Kong BB 10 12
Japan =N 19 27
By employment category BB E D
Executive/Senior level T =R 5 3
Middle level AR 7 14
Entry level AR 17 22
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Aspect B2: Health and Safety

It is the Group's basic responsibility to maintain the
occupational health and safety of employees. Policies in
relation to occupational health and safety are formulated in
accordance with all applicable laws and regulations of
national and local government. Relevant policies, standards
and procedures are reviewed on a regular basis to ensure
that hazards of safety are removed or reduced to minimal.

The Group is committed to maintaining a healthy and safe
work environment and minimising any adverse health and
safety impacts arising from our operations care. The Group
adopted an integrated approach to health and safety, where
prevention of iliness and injury forms part of the management
practice. Employees are expected to exercise reasonable
care and attention and avoid their subjection to risks that
might lead to any accident or injury. There are evacuation
procedures in case of fire in the offices and hotel.
Corresponding administration and operation areas are also in
place to assist employees in taking sensible immediate
actions. All employees are expected to show their
unconditional support to maintain a healthy and smoke-free
working environment. Smoking is strictly prohibited in the
hotel areas, office, toilets and stairwell areas. Apart from the
abovementioned, the Group also provides employees with
occupational safety training programs to mitigate work-
related risks. During the current and prior reporting year, the
Group had no violation record on relevant laws and
regulations about health and safety.

Aspect B3: Development and Training

The Group encourages diversified learning at all employee
levels as the contributions of its employees are critical to its
success. Training programmes are constantly updated and
their contents are reviewed and improved based on the
feedback from staff and management. The Group organised
various training programmes, including soft skills training, on-
job practical training and language classes. The programmes
aim to equip the Group’'s employees to become more
efficient. During the financial year ended 30 June 2019, a total
of about 996 training hours covering a variety of training
courses have been attended (2018: 217 hours).
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No. of training hours in
Selected Business Segments
RETEB DB 2T

PERFORMANCE PERFORMANCE

IN 2019 IN 2018

RZZE-1F R=Z-N\F

ZRE ZRE

Total e 996 217
By gender 1% 1 B 8l 5

Female peg i3 598 127

Male B 398 90
By location 1% ith 2 8

Hong Kong B8 20 25

Japan SN 976 192
By employment category BB E D

Executive/Senior level T &% 65 40

Middle level eF A 81 57

Entry level IE 850 120

Aspect B4: Labour Standard

The Group respects the rights and interests of employees and
formulated labour policies based on the relevant labour law.
For the year ended 30 June 2019 and 2018, no employees of
the Group were under 16 and there is no dispute between
the Group and its staffs. The Group has delegated the human
resources and administration department to conduct
monitoring so as to ensure that there is no child labour and
forced labour. As a result, the number of case violating the
labour standards was zero in 2019.

[ETEB4 : & TEXE
AEETEESEMNRNE - WREARES
TEBIFIEIE TR c BEZT—NFERZ
ZE-NFARA=ZTHILEE  AEEWEF
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Aspect B5: Supply Chain Management

Quality Assurance

The supply chain of our hospitality operation encompasses a
vast network of vendors to provide a wide variety of products
and services including food and beverages, hotel cleaning
and laundry services, guestroom supplies, and all sorts of
hotel amenities. As the supplies the Group purchases
materially affect the quality of services that the Group
delivers to our guests, the Company carefully selects
vendors. Vendors are assessed for their capability to fulfil our
business needs based on price and non-price factors such as
labour practices, environment and quality. And at all time, the
Group required suppliers to comply with all applicable laws
and regulations and align with environmental protection
management at a minimum. Moreover, knowing that our
purchasing decisions might have profound impacts on the
community and environment, the Group advocates green and
local purchases in our daily procurement.

The Group will also continuously seek potential new suppliers
in an attempt to find more reliable and price competitive
products for operation. To further enhance the sustainability
of the supply chains, the Group tried to source goods locally
whenever possible. All vendors for the hospitality operation
are located in Japan, 65% (2018: 64%) of our vendors are
located in Hokkaido where the hotel is located.

JEMBS5 : fAEEERE
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At the office level, supply chains cover procurement for
headquarter office and are mainly focused on routine office
items such as stationery, toner and paper.

Apart from product quality, the quality of employees is also a
crucial element of the Group's quality assurance framework.
Through comprehensive recruitment process, the Group
ensures employees are sufficiently qualified and experienced.
Also, as mentioned previously in the section “Aspect B3:
Development and Training”, the Group provides numerous
trainings to the employees to ensure that they have the latest
product knowledge and the soft skills required to serve our
customers well. As also mentioned previously in the section
"Aspect B1: Employment”, the Group retains employees
through rewarding the best employees through appraisal
program, regular salary reviews, and promotion and internal
transfer opportunities.

In 2019, One Niseko Resort Towers was honoured to be
awarded the Certificate of Excellence Award 2019 by
TripAdvisor for our hospitality services. The accolade is a
remarkable vote of confidence to our business and our
continued commitment to excellence.

Aspect Bé6: Product Responsibility

Complaint Handling

The Group treats all complaints seriously and view them as
means to consistently improve the quality of services and the
products the Group offers. The Group has an email address,
hotline, guest satisfaction survey form, as well as front-line
staff at the hotel to handle complaints from customers, and
from other stakeholders. The Group takes immediate action
upon receipt of any complaint, resolving or following up the
complaint until resolution, offering replacement or refund
where appropriate.
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Protection of Customer Information

The Group protects customer data privacy and complies with
all relevant laws and regulations to safeguard the data
security of our customers. All commercial documents and
personal information of our hotel guests are stored properly
in accordance to the government law in Japan. The Group
pays extra attention to customer data management and no
substantiated complaint regarding leakage of customer
privacy or loss of customer data were reported in both 2019
and 2018. A set of clear customer data privacy policies has
been formulated to instruct our employees on managing the
data which they have access to. Data privacy training is
available for employees in the orientation and refresher
programme.

For instance, all customers’ information, business document
and passport copies are held and stocked in strictly secure
place. The historical records are packed in boxes and stored
properly. The Group will keep the service quality through
implementing written policies and reviewing guests’ feedback
on a timely basis.

Aspect B7: Anti-corruption

The Group maintains the highest standards of openness,
uprightness and accountability and all our employees are
expected to observe the highest standards of ethical,
personal and professional conduct. The Group does not
tolerate corruption, bribery, extortion, money laundering and
other fraudulent activities in connection with any of our
business operations. Throughout the financial year ended 30
June 2019 and 2018, the Group did not receive any non-
compliance matters in this aspect.

Aspect B8: Community Investment

The Group believes that helping hand can change the world.
Hence, the Group has been actively assuming corporate
social responsibility because contribution to society is one of
the Group's sustainable development strategies. The Group
has not only devoted time and effort to return to the society,
but has also encouraged its employees to take part into
supporting environmental protection at all time, such as
energy saving initiative and volunteer work for the
community. During the financial year ended 30 June 2019 and
2018, the Group supported and participated in different
community caring activities.
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Poverty alleviation

In 2018, the Group sponsored the Ten Percent Donation
Scheme Foundation, aiming to raise charity funding for those
children who are lack of assistance on studies and family
care. In the coming year, the Group targets to engage
different community groups to support and add value to
communities. The Group will also invest our money into
communities whenever possible.

Caring our society

The Group has also sponsored in various charity activities,
including the “Niseko Japonica 2018", an event mainly
promoting Japanese culture organised by the Hokkaido
Niseko Town and the donations of complimentary room and
restaurant tickets of the “Niseko Halloween 2018" for Niseko
Resort Tourist Association.

Donations by Selected
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OUTLOOK

The hotel is located in the famous Japanese skiing destination
of Niseko, Hokkaido, Japan. Niseko is one of the famous ski
resort areas in Japan and is well known for its heavy light
powder snow and spectacular backcountry. The hotel has an
onsen with an indoor and outdoor bath. It attracts many
tourists from world-wide for skiing in the winter time.

Although the natural hazard happened in the second half of
2018 has affected the tourism in Hokkaido, the Group, in view
of the large potential growth in tourism in Japan driven by the
Tokyo Olympics 2020, are optimistic about the prospects and
the potential momentum of the hotel and resort industry in
Japan which will generate satisfactory income to the Group in
the future.

Besides, in order to allocate the resources effectively, the
Group will continue to proactively explore investment
opportunities to create long-term value to our shareholders
and stakeholders.

The Directors would like to take this opportunity to extend
our sincere gratitude to our employees, suppliers,
shareholders and other stakeholders for their long-term
support and trust to the Group. The feedbacks from these
parties are of great value to us in forming our business
strategy to focus on their needs. The Group will continue to
strive to implement the best practices in corporate social
responsibility to advance the global sustainability agenda at
large.
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IBDO

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t™ Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EEE 1 +852 2218 8288 &8
{#H : +852 2815 2239 FEaErR11158

www.bdo.com.hk

TO THE MEMBERS OF DETAI NEW ENERGY GROUP LIMITED
(Incorporated in Bermuda with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of
DeTai New Energy Group Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 84 to
250, which comprise the consolidated statement of financial
position as at 30 June 2019, and the consolidated statement
of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, except for the possible effects of the matters
described in the “Basis for Qualified Opinion” section of our
report, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group
as at 30 June 2019, and of its consolidated financial
performance and its consolidated cash flows for the year
then ended in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") and have been
properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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BASIS FOR QUALIFIED OPINION

(i)

Impairment loss on intangible assets
Included in the Group’s consolidated statement of
financial position at 30 June 2018 are intangible assets
and goodwill with carrying amount (before recognition
of year 2018's impairment loss) of HK$159,033,000 and
HK$60,345,000 respectively arising from the acquisition
of Emission Particle Solution Sweden AB (“EPS”). The
intangible assets and the goodwill were included in the
Group’s New Energy Business cash generating unit
(“New Energy Business CGU").

In the preparation of the consolidated financial
statements for the year ended 30 June 2018 (2018
consolidated financial statements), the directors of the
Company had performed an impairment assessment on
the Group’s New Energy Business CGU. In accordance
with the Group’s accounting policies, the impairment
assessment is by comparing the New Energy Business
CGU’s carrying amount to the New Energy Business
CGU'’s recoverable amount. The recoverable amount of
the New Energy Business CGU as at 30 June 2018 was
determined by the directors of the Company by
reference to a valuation report prepared by an
independent professional valuer based on a cash flows
forecast developed by the Company’s directors (“the
Forecast”). With reference to the result of the
impairment assessment, the Group had recognised
impairment loss on goodwill of HK$60,345,000 and
intangible assets of HK$151,933,000 for the year ended
30 June 2018. Amortisation charge on the intangible
assets for the year ended 30 June 2018 amounted to
HK$24,224,000. Deferred tax liability relating to the
intangible assets was (i) reversed by HK$5,329,000 as a
result of amortisation of the intangible assets and (ii)
reversed by HK$33,425,000 as a result of recognition of
the impairment loss. However, during the course of our
audit of the Group’s 2018 consolidated financial
statements, we were not provided with sufficient
appropriate evidence relating to the accuracy and
relevance of the data used by the directors of the
Company in estimating the fair value of the intangible
assets as at the date of acquisition of EPS and the
recoverable amount of the New Energy Business CGU
as at 1 July 2017 and 30 June 2018. Due to the
abovementioned limitations on our scope of work, our
audit opinion on the Group's 2018 consolidated financial
statements was modified.
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As at 30 June 2019, the directors of the Company
performed an impairment assessment on the New
Energy Business CGU as detailed in note 19 to the
consolidated financial statements. With reference to the
result of the impairment assessment, the Group’s has
recognised an impairment loss of HK$6,569,000 on the
intangible assets for the year ended 30 June 2019. For
the year ended 30 June 2019, amortisation charge of
HK$536,000 on the intangible assets, reversal of
deferred tax liability of HK$118,000 as a result of
amortisation of the intangible assets and HK$1,445,000
as a result of recognition of the impairment loss have
been recognised in the consolidated statement of
comprehensive income. The abovementioned
limitations encountered in the course of our audit of the
Group’s 2018 consolidated financial statements
remained unsolved during the course of our audit of the
Group's consolidated financial statements for the year
ended 30 June 2019. Any adjustment to the carrying
amount of intangible assets as at 30 June 2018 found to
be necessary would have a consequential effect on the
opening balance of the intangible assets at 1 July 2018
and the impairment loss on the intangible assets, the
amortisation charge on the intangible assets and the
deferred tax liability relating to the intangible assets
being reversed for the year ended 30 June 2019.

Our audit opinion on the Group’s consolidated financial
statements for the year ended 30 June 2019 is also
modified because of the possible effect of the audit
scope limitations in the audit of the Group’s 2018
consolidated financial statements on the comparability
of the related 2019 figures and 2018 figures.
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(ii) Comparability of fair value change of

financial liabilities at fair value through
profit or loss

As detailed in note 5(b) and note 29 to the consolidated
financial statements, as at 1 July 2017, the Group has
financial liabilities at fair value through profit or loss
amounting to approximately HK$127,431,000 which
represented contingent consideration payable arising
from the acquisition of EPS.

During the year ended 30 June 2018, the financial
liabilities at fair value through profit or loss had been
derecognised as the performance of EPS for the period
from 1 January 2017 to 31 December 2017 failed to
meet the profit target. As a result, fair value gain of
HK$131,221,000 on the derecognition of the financial
liabilities at fair value through profit or loss had been
credited to the consolidated statement of
comprehensive income for the year ended 30 June
2018.

During our audit of 2018 consolidated financial
statements, we were not provided with sufficient
appropriate evidence relating to the accuracy and
relevance of the data used in estimating the fair value
of the financial liabilities as at 1 July 2017. Since any
adjustment found to be necessary would have a
consequential effect on the amount of fair value gain on
derecognition of the financial liabilities credited to the
consolidated statement of comprehensive income for
the year ended 30 June 2018, our audit opinion dated 28
September 2018 on the Group’s consolidated financial
statements for the year ended 30 June 2018 was
modified accordingly.

Our audit opinion on the Group’s consolidated financial
statements for the year ended 30 June 2019 is also
modified because of the possible effects of this matter
on the comparability of the related 2019 figures and
2018 figures.
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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 qualified opinion.

OTHER INFORMATION IN THE ANNUAL
REPORT

The directors are responsible for the other information. The
other information comprises the information included in the
Company’s annual report, but does not include the
consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does
not cover the other information and we do 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
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. If, based on the
work we have performed, we conclude that there is a
material misstatement of this other information, we are
required to report that fact. As we were not able to obtain
sufficient appropriate evidence about the matters described
in the “Basis for Qualified Opinion” section above, we are
unable to conclude whether or not the other information is
materially misstated with respect to these matters.
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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. In addition to the matter
described in the “Basis for Qualified Opinion” section, we
have determined the matters described below to be the key
audit matters to be communicated in our report.

Impairment assessment for goodwill on hotel
hospitality business

Refer to note 19 to the consolidated financial statements and
the accounting policies in notes 3.12 and 3.13 to the
consolidated financial statements

As at 30 June 2019, the Group had goodwill with carrying
amount of HK$57,150,000 as the result of the acquisition of
hotel hospitality business.

The Group is required to test the amount of goodwill for
impairment at least annually. For the purpose of assessing
impairment, the directors of the Company assessed the
recoverable amount of the asset based on higher of its fair
value less costs of disposal and value-in-use. The goodwill
was allocated to hotel hospitality business cash generating
unit (“Hotel CGU"), and the recoverable amount of the Hotel
CGU was determined by the directors based on fair value less
costs of disposal.

The impairment assessment involves significant judgements
and assumptions by the directors of the Company underlying
the determination of the fair value less costs of disposal of
the Hotel CGU.

The directors of the Company has engaged an independent
professional valuer to determine the fair value less costs of
disposal of the Hotel CGU. The determination of the fair value
less costs of disposal is based on the recent sales of similar
transactions in the market. Directors of the Company
concluded that, based on the assessment result, no
impairment loss on goodwill has been recognised for the
year.

REEEER

FRSR Tt FIR AR BRI PIHO B R A -
HBAHEEMBERENBIAR/EENS
IH o WWERRAER MBS ERSEESVBERER
RHAZREMARE  RMTSH LSS
HREEFBER RIREERZER] —
iR FIRSN  HMIEE NEFEASFEN
AEREHIN 2 BAREFTFE

=70 %
7y

BIERFREEHEREN G

FLHREMBRRWFE19A RS T
HRME312 M3 1BZEFTEEK

RZZE—NFEANA=1H  ARWEBEEXR
FER - ESE%AKRMEEAS7,150,000
BILZEE -

BEEEAZVETETHERENR - K
FHEEEZBEN - ERREFERARSA
FEROERARERBEENGEEZ TR
C&%E - B DOEEBERFRBREE
EBM(DBEReELSM])  MBEERS
ELBU 2 WEEBREFERERTER
HEKRAMETE °

WETESR BAREEEBETATE
R T 6 B B A AT R A 2
RIS -

BERREREREFBELEXNGMIAETR
EREELBEM 2 R FEREEKE - EE
RHEREERATIERTISRUR S 20
HISHE - BEARBRAL  ENXNTEER
RERY ERERHBRERE -

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019



Independent Auditor’s Report
B 1L R BB 3R 5

How the matter was addressed in our audit
Our procedures on the impairment assessment by the
directors of the Company for goodwill on hotel hospitality
business included:

() obtaining and reviewing the valuation reports prepared
by the independent professional valuer engaged by the
Group;

discussing with the independent professional valuer
and challenging the key estimates and assumptions
adopted in the valuations, including comparable market
transactions, and to assess the independence,
objectivity, qualifications and expertise of the
independent professional valuer;

(i) assessing the valuation methodology adopted by the
independent professional valuer and comparing the key
estimates and assumptions adopted in the valuation;
and

(iv) checking input data to supporting evidences, such as
the market comparables used and assessing the
reasonableness of these comparables.

Impairment loss allowances assessment on
loans receivable

Refer to note 24 to the consolidated financial statements and
the accounting policies in note 3.19 to the consolidated
financial statements

As at 30 June 2019, the Group has gross loans receivable
amounting to HK$233,710,000 (before recognition of
impairment loss allowances), which is significant to the
consolidated financial statements as a whole. The Group has
applied HKFRS 9 Financial Instruments on 1 July 2018 and
assessed impairment loss allowances for loans receivable
based on expected credit loss (“ECL") model.

In determining the impairment loss allowances on loans
receivable, the management assessed historical default rates,
the values of the collaterals if any, timing of future cash flows
as well as those relevant forward-looking information such as
the expected future cash flows and forward-looking
macroeconomic factors which involve estimation and
significant judgement.
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How the matter was addressed in our audit
Our procedures on the impairment loss allowances
assessment by the directors of the Company on loans
receivable included:

(i) Obtaining an understanding of the Group's credit loss
policy and methodology for impairment assessment in
relation to the application of ECL model under HKFRS 9;

(i) Inquiring management for the status of each of the
loans receivable past due as at year end date and
corroborating explanations from management with
supporting evidence, such as understanding of credit
status of debtors, checking of historical and subsequent
settlement records and other correspondence with the
debtors;

(i)  Evaluating the appropriateness and reasonableness of
methodology, parameters and assumptions used in the
assessment of ECL such as criteria for judging
significant increases in credit risk, definition of credit-
impaired financial asset, key data inputs and forward-
looking information; and

(v Checking the arithmetical accuracy of the

management’s calculation of impairment [0ss

allowances under ECL model.

DIRECTORS' RESPONSIBILITIES 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 Hong Kong Financial Reporting
Standards 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.

EEGTPREZEZFE
Bzt BERRERZREEFRERSER
wrHE 2R F e

() 7T BEXENEEBERENUARE
FEAE BN BEREEREIHRIA MR
HEEBEERARRERNETE

(i) MEREEARNFEAERCBNZ
FHEBWKIRZMN - BB T RE
BAZERRR  BEBERERE
HRCERIA R BE R A Z ERAF F A
SEBEEERECHEE

(i) FHEBEREEBEBAB2HE - 28
kBE&RzAERERAEMN - flanH &
EERBREKRNE M EN  ERBE
TREEZTE BBRBEBEHAKLA
EMHER: &

BREEEEAERYEEBIREL T
HREE B R BMEREME -

(iv)

EFNGaMERRARBEZIRE

EXARARBEBSAMASEMZEE
MHERELNRBBRARGIZHERE -
REBEEMAFHRBRERNEG S TR
R URITEFTAS/VENBBAABIER
AR B BRI 2 BN FERNKEFHK
SHERME R 2 EASARRMRAL ©

EREGAVBRRE  EFHAB A
i BERERELEMEN  UTREESE
RERBMMER(WER) - BrIFE F #
1 BREERIIFILEE - SR
BEEMERTITOIE  BRIRRANGE
RERERNEFIE -
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Independent Auditor’s Report
B 1L R BB 3R 5

The directors are also responsible for overseeing the Group's
financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

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. This report is made solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act
1981, 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.

As part of an audit in accordance with HKSAS, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

o identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or
the override of internal control.

o obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Group'’s internal control.

o evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the directors.
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ERBERBEFEAETEBRET - T
ERBXE  WRFFEREREE - 5
DI

o ERUFIFE A B R HREE Sk 8E RR T & BUAR
EMBRRFEEANERRAXEL -
Rt RHITREIEF ARE 2 E AR -
AR BB TE R MEE B RE - 1F
ARBEMERMER - AR EGFAI B8
KRR B - ERER - EERA
FORBRAMEE 2 £ - R RER
35 R BRRE 1 28 B0 B K 86 RR BRU B R
CASNNESEEEE S GE DN 3 S
AR o

e THRERGHEBENABEE AR
BEEMETEF BENLIY =B
SEABEENRBERER

e HRAEEARASHBERNRBENER
e @st At MEEREERNA
I o

“ENFER o BRHEREEERAT

81



82

Independent Auditor’s Report
5 1L & BB 3R 5

o conclude on the appropriateness of the directors’ use e
of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that
may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw
attention in our auditor’s report to the related
disclosures in the consolidated financial statements or,
if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the
Group to cease to continue as a going concern.

o evaluate the overall presentation, structure and content e
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

o obtain sufficient appropriate audit evidence regarding e
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible
for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit
opinion.

HEERAKEKE S EARNNRE
WL & - LIRBEMNGHER
E REREFERENHNEREH
MEBRITHERER KMAEEHR
o EREREQLERNBRENS
B MEMRBRBFEERTEEML
A U2 EZEEMBRETRFLIRLER
EMBHRERTHNBEERE - HABN
BEAR  BERBMNER - B
Mg D ERBEZ B RS B HLL
PIEVISEVE TR « AW - RREMH
HIERAEEYN SHREEIFEL

AR A M RR(BREEEMN) M
ERIHmAA  BRERAT - ARER
EMBBREERATFRBREBRZM
T/

5 EREABRIEHEBNYE
BHERZDREENRE - AR
EHMBRERERER - RMAEEE
Bt 2EE BB RHT RMAEY
BB BRAERE -

We communicate with the Audit Committee regarding, HfiHEZEZEeEBR(ETERE)ETITE
among other matters, the planned scope and timing of the Byt 2IEE R L HE A R E A4 -
audit and significant audit findings, including any significant B ¥EFIE =T EEHE %51 A 26 532 59 (- {r
deficiencies in internal control that we identify during our  &EAfRK

audit.

We also provide the Audit Committee with a statement that I MBEZE B ELBH - HBPRMD
we have complied with relevant ethical requirements ®F&AEBBYHHHEBEER  WEFE
regarding independence, and to communicate with them all  BiBFr B Al S B R A2 2R BT
relationships and other matters that may reasonably be  |4&IR8E R EMEIE - LA R AEREEH S48 i (i
thought to bear on our independence, and where applicable, @A) o

related safeguards.
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Independent Auditor’s Report
B 1L R BB 3R 5

From the matters communicated with the directors, we
determine those matters that were of most significance in
the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

BDO Limited
Certified Public Accountants

Lui Chi Kin
Practising Certificate Number P06162
Hong Kong, 27 September 2019
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Cconsolidated Statement of Comprehensive Income

FeEREBRR

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

2018
—ZT-N\F
HK$'000
FHET
Continuing operations BEREER
Turnover e 6 62,881 59,896
Cost of sales HEMA (22,299) (45,742)
Gross profit el 40,582 14,154
Other income and gains H AW A Rz 7 9,586 2,403
Selling and distribution expenses HER DY (2,081) (4,897)
General and administrative expenses  —#& R1TE % (84,540) (158,354)
Finance costs BB A 11 (1,240) (8,170)
Share of loss of an associate AN ) kl/NCT) G 20 - (5)
Impairment l0ss on property, Y R RERE
plant and equipment HEEE ifs) (2,390) =
Impairment loss on intangible assets &7 & &R AR 16 (6,569) (151,933)
Impairment loss on goodwill AR EEE 19 - (60,345)
Impairment loss on loans receivable  fEW E R EEE 24 (127,148) (2,447
Gain on disposal of a subsidiary HE— BB QRS R 38(a)&(e) 880 36,177
Change in fair value of financial BATHEF ABRZ
liabilities at fair value through ERBEATES
profit or loss 29 - 131,221
Loss before income tax FRSHAIEE 8 (172,920) (202,190)
Income tax credit Frigfiigse 12 3,988 39,777
Loss for the year RBEEER
from continuing operations FREE (168,932) (162,413)
Discontinued operations BRIEEEET
Profit for the year from EAR R R
discontinued operations F R F 9 - 4,929
Loss for the year FREE (168,932) (157,484)
Other comprehensive income His2mEUA
Items that may be subsequently B n[gb B o R
reclassified to profit or [0Ss Bam s HE
Exchange differences arising on BB GINETS FTEE
translation of foreign operations PEH ZRE 7,713 (882)
Changes in fair value of available- At HERENFE
for-sale investments A E) 21 - 6,333
Release of exchange reserve HEM B A rFE
upon disposal of subsidiaries GNEE (6 15 38 - 2,518
Other comprehensive income FREMZEKA
for the year 7,713 7,969
Total comprehensive income FREZEUB AL
for the year (161,219) (149,515)
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Consolidated Statement of Comprehensive Income
HFeEZEmkaR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

2018
—ZT-N\F

HK$'000
FET

Loss for the year attributable to: TH A tELEFERES :

owners of the Company VN/NEIETFEPN (154,992) (156,754)
Non-controlling interests FEE R (13,940) (730)
(168,932) (157,484)
Total comprehensive income TIHATELEERZE
for the year attributable to: WA
owners of the Company VN/NGIETFEPN (147,454) (148,858)
Non-controlling interests FEE R i A (13,765) (657)
(161,219) (149,515)
(Loss)/earnings per share to KAREEAELER
owners of the Company (B8 BAFER
from continuing and CRIEREXE
discontinued operations: 14
— Basic —EKR HK(0.99) cent HK(2.72) cents
Bl A
— Diluted — EE HK(0.99) cent  HK(2.72) cents
=2 1] B
From continuing operations FEREXL
— Basic — EK HK(0.99) cent  HK(2.81) cents
Bl B
— Diluted — BB HK(0.99) cent HK(2.81) cents
Bl A
From discontinued operations BRIEREEK
— Basic — EK N/A HK0.09 cent
TEA B
— Diluted — e N/A HK0.09 cent
TEA B
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consolidated Statement of Financial Position
e MBRAR

Asat30June 2019 R-_Z—hFERA=1H

2018
—E-)\F
HK$'000
FET
ASSETS AND LIABILITIES BEREE
Non-current assets FRBEE
Property, plant and equipment Y BB MR 15 487,804 492,477
Intangible assets B EE 16 - 7,100
Goodwill FEES 19 57,150 55,997
Interests in an associate NI 20 - -
Financial assets at fair value BRAFEABRLZ
through profit or loss CREE 25 110,015 -
Available-for-sale investments ARHERE 21 - 107,356
Total non-current assets EMEBEERE 654,969 662,930
Current assets REEE
Inventories 78 22 50,888 56,625
Trade receivables, other B ZEWERIE -
receivables, deposits HAth FEUCRIE
and prepayments Be RBENZRE 23 28,523 57,194
Loans receivable FEUE TR 2/ 92,349 167,282
Amount due from FEMR FE R IS R 2R R 0B
non-controlling interests 39 29,369 -
Financial assets at fair value BRAFEFABZZ
through profit or loss TREE 25 20,000 30,000
Pledged bank balances EEMRITES 34 1,872 3,655
Bank balances and cash RITHEG NIR S 26 302,424 421,680
525,425 736,436
Assets of a disposal group BELEZHEER Y
held for sale BE 30 91,555 10,341
Total current assets mEEEAE 616,980 746,777
Current liabilities nEEE
Trade payables, other advances B EMNERIE
and accruals Ht A & EsTE A 27 17,563 47,416
Contract liabilities EHBRE 2,794 -
Borrowings Bs 28 10,766 10,706
Amount due to non-controlling ANE R et O
interests 31 70,275 -
Tax payable e TRIR 2,618 2,717
104,016 60,839
Liabilities of a disposal group SEHEZHEER Y
held for sale aE 30 402 284
Total current liabilities mHAERRE 104,418 61,123
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consolidated Statement of Financial Position
fReMBkAE

Asat30June 2019 M-_Z—hF~A=1+H

2018
—E-)\F
HK$'000
FET
Net current assets REBEEFE 512,562 685,654
Total assets less current HMEERRBERE
liabilities 1,167,531 1,348,584
Non-current liabilities FREEE
Borrowings ETE 28 128,961 135,222
Deferred tax liabilities REFHIBEE 32 71,928 74,258
Total non-current liabilities FREBELERE 200,889 209,480
Net assets EERE 966,642 1,139,104
EQUITY s
Share capital %N 33 784,776 784,776
Reserves s 256,987 353,658
Equity attributable to owners EARREEAEEES
of the Company 1,041,763 1,138,434
Non-controlling interests FERER (75,121) 670
Total equity R 966,642 1,139,104

These consolidated financial statements on pages 84 t0 250 84 E 250 B 2 A M EHREREA -1
were approved and authorised for issue by the board of FhA-t+tREESSHENKET)E
directors on 27 September 2019 and are signed on its behalf W H THEERKEE -

by:

Wong Hin Shek Chi Chi Hung, Kenneth
THEE ZEH
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Consolidated Statement of Changes in Equity
SGeEEREDx

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

Equity attributable to owners of the Company

88

Share
premium*

Share
capital

[
HKS 000

ThL

Contributed
surplus

% *
HKS1000

Available-
for-sale
nvestments
Tevaluation
Tesenve*
fHE

HKS 000
i

Bxchange
Teserve*

HKS 000

Statutory
TeSeVe
fund

Soecial
Tesenve*

Share
option
Teserve*

Other Accumulated
Teserve* [osses*

s

HKS 000

Non-
controling
interests

HKS1000
T

At1)uly 2017 R-E-tEtA-A 261592 1207442 340,932 (1,502) (60,750) 28% (#3206) 101,176 (16296 (1046612 755,631 (1407) 754204
Capitalinjection of FERERTE

non-controling interests - - - - - - - - - - - 2818 2848
Disposal of subsidiaries - - - - - - - - - - - (14 (114)
Issuiance of shares (note 33) 523,184 090 - - - - - - - - s - Sum
Transaction cost for rights issue

(note 33) = (20482) = > o = > = = = (20,482) = (20,482)
Lapse of share options - - - - - - - (58) - % = ] *
Recognition of equity-setted

share-Dased payments expense 758 - - - - - - B 803 i i 8032 - 8032
Release o satutory resene fund o HERBATEEY

profitor oss upon disposal e S

of subsidiaries - - - - - (2.89) - - - 28% - - -
Release of other resenve 10 HERBAREY

profitor loss pon disposal EfiiRTRE

of subsidiaries - - - - - - - - 6 308) - - -
Transactions with owners BEEALRS 523,184 5 = = = (2.89) S 7974 306 2601 531,661 2734 534,3%
Comprehensive income 2EWA

Loss for e year FhiE - - - - - - - - - (56T (156754) 730  (157484)
Other comprehensive income Hf2ENA

Exchenge diferences arsing BERNRRIELE

on translation of foreign aperations EfzE = = - = (959) - - - - - (959) 7 (882
Change in fair value of avallable- AHEEREATE

for-sale investments £y - - - 638 - - - - - - 638 - 633
Release of exchange reserve to LENBARR

profit orloss upon disposal of EfERER

Subsicries (1ote 38) i (5Ess) = = = = 2518 = = 5 5 - 2518 . 258
Total comprehensive income ENRENAEE

for the year - - - 6333 1,963 = = = - (165 (148858 (657 (149515)
At 30 June 2018 RZE-N\ERA
= T4TI6 1217887 340932 4831 (59,187) - (#3,206) 109,150 (1590 (1200719 1138434 670 1,139,104
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Consolidated Statement of Changes in Equity
GelEEDE

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

Equity attributable to owners of the Company
KAREARERE

Available-
forsale
investments Share Non-
revaluation  Exchange Special option Other  Accumulated controlling Total

Share Share  Contributed

capital ~ premium¢ surplus* reserve* eserver Teserver reserver reserver losses* Total interests equity

g
REEf hE
ke RbEEr  #\E% B NERE  HRER B BpEE  2EE &t FBRER BEg
HK$ 000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$ 000 HK$ 000 HK$'000 HKS'000
Thn Tn Tn TEn Tén T Tén Tén Thn T Tn Tn
(note (@)~ (note (b)) (notefc) ~ (note ) (note () (note(g)
(K@) (o) (W) (M) (R ) (K&

At 1July 2018, as original M-2-N§tA-R

presented NR%25] 784776 127,887 340932 4831 (59,187) (43,246) 109,150 (15990) (1200719 1,138,434 670 1,139,104
Fffecton adoption of FRS 9 RAEEHRASENRI%L

(note 22(A)0) 72 (K 2m0) = = = (4831) = = = 2 (8559 (13390) - (133%0)
AR 1 July 2018, as restated WB-NEtA-B-SE5 784776 1217887 340,932 = (59,187) (43.240) 109,150 (15,990)  (1209218) 1,125,044 670 1125714
Lapse of share options - - - - - - (38,810) - 38810 - - -
Recogniton of equity-seted RS

Share-hased payments expense - - - - - - 2147 - - 2147 - 2147
Partalcisposal of a ubsicary 8 ENAmY

Without loss of control(note 39) - - - - - - - 62,026 - 62,026 (62,026) -
Transactions with owners REEAZRE - - - - (36,663) 62,026 3810 64,173 (62,026) 2147
Comprehensive income 2EUA

Loss or the year ERER - - - - - - (154992 (154992) (139400 (168,932
Other comprehensive income ~~ Ef2EHA

Bichang diferences arising BER)ERAELES

ontranlaton of foreign operations 8 - - - - 7538 - - - - 7538 175 13
Total comprehensive income A2 EHALE

forthe year - - - - 153 - = - (154992 (47 (13765 (161,219)
At30 June 2019 H2-A%RBZ1R BT KT 305 - (M) (BM6) T2 0% (LA5A0 1078 (511) %660
* These reserve accounts comprise of the consolidated reserves of  * ZEREBERPEGAVMBRARAZGEFEE
HK$256,987,000 (2018: HK$353,658,000) in the consolidated statement 256,987,000/ 7T ( = & — J\ 4 : 353,658,000 %
of financial position. JT) °
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Consolidated Statement of Changes in Equity
ReERERE

For the year ended 30 June 2019 & ZE —

Notes:

In prior years, the Group undertook capital reorganisations resulting in
the elimination of: (i) the share premium account of the Company with
a balance of HK$260,881,000 as at 30 September 2005 against
accumulated losses of HK$88,157,000 as at that date with the
remaining balance of HK$172,724,000 credited to contributed surplus
of the Company; and (ii) share capital of the Company of
HK$168,208,000 which was credited to contributed surplus of the
Company.

Available-for-sale investments revaluation reserve represents gain/
losses arising on recognising financial assets classified as available-for-
sale at fair value.

Exchange reserve comprises all foreign exchange differences arising
on the translation of financial statements of foreign operations.

According to articles of association of the Group’s subsidiaries
operating in the People’s Republic of China (the “PRC"), the subsidiaries
are required to transfer 10% of their net profit as determined in
accordance with the PRC Accounting Rules and Regulations to their
statutory reserve fund until the statutory reserve fund reaches 50% of
the respective registered capital. The transfer to this reserve must be
made before distribution of dividend to equity holders of the PRC
subsidiaries.

Special reserve arose from the business combination carried out by
the Company in 2004, which was accounted for as a reverse
acquisition. Details of the transaction were set out in the circular of the
Company dated 14 June 2004.

Share option reserve represents the fair value of the share options
granted to the eligible parties at the grant date.

Other reserve represents the effects of transactions with non-
controlling interests.

— AFE NS

BisE
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consolidated Statement of Cash Flows
FEHERER

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

2019 2018
—2-NEF —FN\F
HK$'000 HK$'000
FTHExT FAT
Cash flows from operating REEBCHERE
activities
Loss before income tax FTS BRI & 18
Continuing operations SRICEET (172,920) (202,190)
Discontinued operations BRI - 4,929
(172,920) (197,261)
Adjustments for: SETFIER EL AR
Depreciation of property, plant WME  WENREITE
and equipment 15 8,586 11,759
Amortisation of intangible assets B EESE 8 536 24,224
Amortisation of issuance cost of NA)EHFBITA A
corporate bonds 8 - /5
(Reversal of)/write-down (M) /MR E
of inventories 8 (1,251) 10,726
Net surplus on revaluation of REYESEHERFEH
investment properties 7 (1,614) -
Gain on disposal of subsidiaries HERB AR EkE 38 (880) (43,874)
Amortisation of prepaid lease T L0 S 5
payments for land 8 - 264
Impairment loss on trade receivables & 5 fE Y BR T8 R (B &5 18 8 1,079 628
Impairment loss on property, plant 1% « BiRE &%
and equipment WEEE 15 2,390 .
Impairment loss on loans receivable  EWEZRIEER 24 127,148 2,441
Impairment loss on intangible assets & EREE B 16 6,569 151,933
Impairment loss on goodwill EEREEE 19 - 60,345
Impairment loss on available- At SR EREREE
for-sale investments 8 - 2,705
Share-based payment expenses N3 8 2,147 8,032
Change in fair value of financial BAFEFABRZ
liabilities at fair value through CREEATEED
profit or l0ss 29 - (131,221)
Change in fair value of financial BATEGFABRZ
assets at fair value through SCREEATEES
profit or 10ss 7 (5,183) =
Loss on disposal of property, HEWE « BEMEHE
plant and equipment 2 BB 8 - 430
Written off of property, plant and WEEWE - BE K&
equipment 8 773 -
Bank interest income RITHEHA 7 (27) (105)
Finance costs BE KA 1,240 8,453
Share of loss of an associate D GHEE A REE 20 - )
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Cconsolidated Statement of Cash Flows

FeaKRER

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

Operating loss before working

2019
—B-hF

HK$'000
TERT

2018
—E-N\F
HK$'000
TAT

capital changes (31,407) (89,765)
Decrease in inventories FERD 4,502 10,037
Decrease/(increase) in trade B ZREWERTE - HE
receivables, other receivables, IR - Be RIEFIR
deposits and prepayments B/ () 26,685 (25,658)
Increase in loans receivable FEURE ZIE N (65,125) (62,400)
(Decrease)/increase in trade B ERERIRE - Ef 8k
payables, other advances KEEs &R (R, /i
and accruals (1,361) 49,900
cash used in operations REEBARE (66,706) (117,886)
Tax paid B TIE (10) (10)
Net cash used in operating REERARSTHE
activities (66,716) (117,896)
Investing activities RETH
Net cash outflows from acquisiton ~ UESEE S A RIFAEIRE R
of an associate FH - )
Proceeds from disposal HEH B AT SRS
of subsidiaries 38 5,000 18
Purchase of investment property BAKEYE 17 (80,086) =
Purchases of property, plant BEME  BE MR
and equipment 15 (1,506) (6,303)
Compensation from profit B FIRE 2 fHE
guarantee received 25 10,000 50,000
Sales proceeds of property, plant W% - BEREEZ
and equipment HEMSHIE (k5] - 975
Proceeds from the disposal of HENATLEAFABZZ
financial assets at fair value SRMEEZFEHE
through profit or loss 25 2,524 =
Bank interest income received BEUYERITHR BHA 27 105
Decrease/(increase) in BIRRRITAESR D, /(32 m)
pledged bank balances 34 1,812 (713)
Net cash (used in)/generated REEE (FA) s
from investing activities R FHE (62,229) 44,077

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019



Cconsolidated Statement of Cash Flows
HFERKRER

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

2019 2018
—B-NEF —EN\F
HK$°000 HK$'000
THET FET
Financing activities MEEE
Repayment of corporate bonds EBEARES - (113,500)
Proceed from issue of ordinary AR 18 31T E R
shares upon the rights issue PS50 - 544,111
Expenses on the rights issue HRT R 2 - (20,482)
Repayment of borrowings BEEE 28 (8,967) (72,541)
Proceeds from borrowings EEMEZRE 28 = 70,000
Capital injection from R E
non-controlling interests 39 - 2,848
Cash inflow from the disposal of HERRERME
shareholder’s loan HemA 9,541 -
Advance from non-controlling IR TA R
interests 5,791 —
Interest paid on borrowings ESEERARESRFE
and corporate bonds (1,240) (8,453)
Net cash generated from MEZTHRERLTE
financing activities 5,125 401,983
Net (decrease)/increase in ReRkBLEMEER
cash and cash equivalents (R, BinFaE (123,820) 328,164
Effect of foreign exchange Exgunsooe
rate changes 4,554 629
Cash and cash equivalents at FNEERBRESEHEER
beginning of the year 421,712 92,919
cash and cash equivalents at FRESRBAESEHEER
end of the year 302,446 421,712
Analysis of the balances of RERBEEEREB LRI
cash and cash equivalents
Cash and cash equivalentsincluded 3 AR RBITEHHIRE K
in cash and bank balances Re%EER 26 302,424 421,680
Cash and bank balances included in s ARBEHEZ HEEEZ
assets of a disposal group BEMRS RIRITES
held for sale 30 22 32
Cash and cash equivalents FRAGRREEEER
as at year ended 302,446 421,712
ZE-NEFR o ERFEFREEFTRAT
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GENERAL INFORMATION

DeTai New Energy Group Limited (the “Company”) is
incorporated in Bermuda as an exempted company
with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the Company's registered
office is Clarendon House, 2 Church Street, Hamilton
HM 11, Bermuda and its principal place of business was
Room 2702, 27/F, China Resources Building, 26 Harbour
Road, Wan Chai, Hong Kong.

The Company is an investment holding company. The
principal activities of the Company’s subsidiaries are (i)
hotel hospitality business; (i) provision of money lending
services; (iii) new energy business; (iv) trading and
distribution of liguor and wine; and (v) investments in
funds.

On 30 November 2018, the Group entered into a share
transfer agreement with an independent third party to
dispose of the entire equity interest of Show Art Limited
(“Show Art”) at a consideration of HK$5,000,000.

On 17 July 2018, a subsidiary of the Group entered into
a sale and purchase agreement with the purchaser and
Mr. Zhu Yongjun (the “Guarantor”), in which the
purchaser is wholly-owned by the Guarantor , who is a
director of Perfect Essential Holdings Limited to dispose
49% equity interest of Perfect Essential Holdings Limited
and its subsidiaries (the “EPS Group”) at a consideration
of HK$382 and the shareholder’s loans at a
consideration of HK$64,484,000.

Details of the abovementioned disposals are set out in
notes 38 and 39 to the consolidated financial
Statements.

Other than the aforementioned transactions, there was
no other significant change in the Group’s operations
during the year.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

—REH

ERFEREEARAR(ARA])
FEREIMNLAEREERAR
HRHEBBHER AR A R[5
RET]) BT o AR A 5E M i = R o bk
/% Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda - M & + &
R AT BEFBEE26RER
KE27HE2702FE

ARA/—FKREZERATR - NAA
MBRARZETERXKR : ()BERFE
% (DN RMEEIRT © (i) FeEIRER
WEBRDHBRER : RVEEZR

R-ZB-—NF+—A=+H" ' Fx5HE
B — R 5 =TT R] LRI R 1S
R ES5000000BTHEESHERA
A ([£E]) 2 EHE -

RZE—NFELA+tH ~&EE—
XMBARIEES RABELE(ER
ERAN)IVEEHZ(HEREFHE
RAZEHRAE - mERA BPerfect
Essential Holdings Limited 2 &%) » #%
K E3827% JT & 64,484,000 7T H &
Perfect Essential Holdings Limited & £
B AR ([EPSEE ) 2 49% Ix#E K& A%

Bl LA EERFRBEHENGES Y
TR MFE38 [239 °

B ERS B8N A A 3
H{BEARD) -



Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

2. ADOPTION OF HONG KONG 2.

FINANCIAL REPORTING STANDARDS
(“HKFRSs")

(@) Adoption of new/revised HKFRSs

In the current year, the Company and its
subsidiaries (collectively referred to as the
“Group”) has applied for the first time the following
new standards, amendments and interpretations
issued by the Hong Kong Institute of Certified
Public Accountants, which are relevant to and
effective for the Group’s consolidated financial
statements for the annual period beginning on 1
July 2018:

Annual Improvementsto  Amendments to HKFRS 1,
HKFRSs 2014-2016 Cycle  First-time Adoption of Hong Kong
Financial Reporting Standards

Annual Improvementsto  Amendments to HKAS 28,
HKFRSs 2014-2016 Cycle  Investments in Associates and
Joint Ventures

Amendments to HKAS 40 Transfers of Investment Property

Amendmentsto HKFRS 2 Classification and Measurement of
Share-based Payment

Transactions

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers

Amendments to HKFRS 15 Revenue from Contracts with
Customers (Clarification to
HKFRS 15)

HK(IFRIC)-Interpretation 22 Foreign Currency Transactions and
Advance Considerations

Changes in accounting policies

This is the first set of the Group’s financial
statements in which HKFRS 9 and HKFRS 15 have
been adopted. The impact of the adoption of
HKFRS 9 Financial Instruments (see note (A) below)
and HKFRS 15 Revenue from Contracts with
Customers (see note (B) below) have been
summarised below. The other new or amended
HKFRSs that are effective from 1 July 2018 did not
have any material impact on the Group’s
accounting policies.

RINEEMBREEN(FE
MRS

#81)

(@) RMFETRIETEBHE

& 22 A

RARFE KRB REMBARF
(i [REE ) B RERIATH
ARG RGHEMZ AT E
- BT k2B G E
- gl kR BRAKRER —F
—N\FtA—BRKRZFEHRE
REMBRRAE - WERRZ
FEWmK

BEMBREEN  FAMBREEY

“E-PEE F1R2ET ER
It SN L R BMERE
LERME 24
EEMBREEN  FRGHENFEBRL
“E-MEE Bi] RBERRAR
“E-NFEH RELXCRE
LERHE

BRGTERFO% BERENE

ZER]

BEMBHEER RO OER
F2UREAT T8

BRMEREER  fmIA
F95%

EEUMEREER  EFAMME
F15%

BRAMEREEN  EPANKE(ER

SEZBT  ABRSENEE
2)

E(ARMBERE MERHRENRE
2EZE8)

-REENH

BRI BEED

HAAEEENHRAELME®R
SEABOR N EFBU B mELE
AIF 15| 2 |z - RAEE
MBREEAEIR R T A
(R TXHMENR) RBEEWHRE
FHFISHFEFP AW E(RT
XHERB) < EHRAMT - &
R —FE—NFLtA—BERZ
] BRI BB MBS LR
BAREBEFTBRLBEATE -

“ENFER o BRHEREEERAT
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

2. ADOPTION OF HONG KONG 2. BMEREMBREEN(ES
FINANCIAL REPORTING STANDARDS MEREHEN ) =)
(“HKFRSS") (continued)

(@) Adoption of new/revised HKFRSs (@) H@FE] ST EBUE
(Continued) ImEAER (&)
Changes in accounting policies (Continued) SITBEREE (&)
(A) HKFRS 9 Financial Instruments (A) BEUEHREEANEIR &
("HKFRS 9”) AITA/
([ BB BIREEREIH )
()  Classification and measurement of () SMIBESENTE
financial instruments
HKFRS 9 Financial Instruments replaces BRR=ZZE—-—N\F—H
HKAS 39 Financial Instruments: —Hek 2 8HIB 2 F
Recognition and Measurement for EHEms &80
annual periods beginning on or after 1 FEIPLEKER|E O [
January 2018, bringing together three BTA|BMREEEE
aspects of the accounting for financial ERIFEIHR /T
instruments: classification and B BRAKFE] &
measurement; impairment; and hedge e TEEest i
accounting. The Group has applied @&k : 58Kt
HKFRS 9 retrospectively, with the initial 2 OBE: A &g
application date of 1 July 2018. X AKEEE
WEABBTBHmE

AEBIZE 95 - W)4A FEF
BEHAE—_ZT—\F+t

A—H-
HK$'000
FHT
Accumulated losses HitE1E
Accumulated losses as at R=-ZE—NFXA=1H
30 June 2018 as originally stated > Z3tEE (REELEZ5) 1,200,719
Increase in expected credit losses EHEEEB([FEHEER
(“ECL") (note (A)(ii) below) B8 1) 18 hn (R STHIEE (A)ii)) 13,390
Reclassification of available-for-sale  #& R/t HERE EFH D5
investments to financial assets at BAFEFABR
fair value through profit or loss (2R FEEGABRE])
("FVPL") (note (A)(i) below) 2 & E (N XXBHIEEAN) (4,831)

Restated accumulated losses R=B—NEtH—H
as at 1 July 2018 BB BT EE 1,209,278
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

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

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

()  Classification and measurement of
financial instruments (Continued)

RNEEMBREEN(FE
MBREEN ] @)

(@) RMFETRIETEBHB

|EEA(#)

BIEEEH (F)

(A) BBUBHREERFEIHRIZ
MTA/
([ B BEHEERIEIF])
(&)
) &MIASERE

(%)

HK$'000
TR

Available-for-sale investments
revaluation reserve
Available-for-sale investments
revaluation reserve
as at 30 June 2018
as originally stated
Reclassification of available-for-sale
investments to financial assets
at FVPL (note (A)(i) below)

R EREE R #E

R-FBE-NFEAA=TH

ZAHHEREEMLREE
(REEZ25)
4,831

HAHEERBEERDER

BAFEFARGLZ

TR E E (T XHEE(A)) (4,831)

Restated available-for-sale
investments revaluation
reserve as at 1 July 2018

R=Z2-NFtHA—H

ZEEHHE
REEMHE 5

“ENFER o BRHEREEERAT
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

(a) Adoption of new/revised HKFRSS
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Classification and measurement of
financial instruments (Continued)
HKFRS 9 basically retains the existing
requirements in HKAS 39 for
classification and measurements of
financial liabilities. The adoption of
HKFRS 9 has no material impact on the
Group’s accounting policies related to
financial liabilities. However, it
eliminates the previous HKAS 39
categories for financial assets of held
to maturity financial assets, loans and
receivables and available-for-sale
investments. Under HKFRS 9, except
for certain trade receivables (that the
trade receivables do not contain a
significant financing component in
accordance with HKFRS 15), financial
assets are measured at its fair value
plus, in the case of a financial assets
not at fair value through profit or loss,
transaction cost at initial recognition
and subsequently measured at FVPL,
amortised cost, or fair value through
other comprehensive income (“FVOCI").
The classification is based on two
criteria: the Group’s business model for
managing the assets; and whether the
instrument’s contractual cash flows
represent solely payments of principal
and interest on the principal amount
outstanding (the “SPPI criterion”).
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

2. ADOPTION OF HONG KONG 2. &
L ]

FINANCIAL REPORTING STANDARDS
(“"HKFRSS") (continued)

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

()  Classification and measurement of
financial instruments (Continued)
A financial asset is measured at
amortised cost if both of the following
conditions are met and it has not been
designated as at FVPL:

o It is held within a business model
whose objective is to hold
financial assets in order to collect
contractual cash flows; and

o The contractual terms of the
financial asset give rise on
specified dates to cash flows that
meet the SPPI criterion.

A debt investment is measured at
FVOCI if both of the following
conditions are met and it has not been
designated as at FVPL:

o It is held within a business model
whose objective is achieved by
both collecting contractual cash
flows and selling financial assets;
and

o The contractual terms of the
financial asset give rise on
specified dates to cash flows that
meet the SPPI criterion.

hE
i1

EMEREER(FR
HEN @)

(@) RMFETRIETEBHB
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BIEEEH (F)
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(&)
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AEEREREER
AT & A SR B X
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

(a) Adoption of new/revised HKFRSS
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Classification and measurement of
financial instruments (Continued)

On initial recognition of an equity
investment that is not held for trading,
the Group could irrevocably elect to
present subsequent changes in the
investment’s fair value in other
comprehensive income. This election is
made on an investment-by-investment
basis. All other financial assets not
classified at amortised cost or FVOCI as
described above are classified as FVPL.
This includes all derivative financial
assets. On initial recognition, the Group
may irrevocably designate a financial
asset that otherwise meets the
requirements to be measured at
amortised cost or FVOCI or FVPL if
doing so eliminates or significantly
reduces an accounting mismatch that
would otherwise arise.
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

2. ADOPTION OF HONG KONG 2. &
L ]

FINANCIAL REPORTING STANDARDS
(“"HKFRSS") (continued)

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

()  Classification and measurement of
financial instruments (Continued)
The new classification and
measurement of the Group’s financial
assets are as follows:

— Debt instruments at amortised
cost are subsequently measured
using the effective interest rate
method. Interest income, foreign
exchange gains and losses and
impairment are recognised in
profit or loss. Any gain on
derecognition is recognised in
profit or 10ss. Debt instruments at
amortised cost are held within a
business model with the objective
to hold the financial assets in
order to collect contractual cash
flows that meet the SPPI criterion.
This category includes the
Group'’s bank balances and cash,
pledged bank balances, loans
receivable, trade receivables,
amount due from non-controlling
interests and financial assets
included in other receivables and
deposits.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

2. ADOPTION OF HONG KONG 2. RINEBMBREEN(ES
FINANCIAL REPORTING STANDARDS MEEEEL ) &)
(“"HKFRSS") (continued)

(@) Adoption of new/revised HKFRSs (@) BRWAFET RIETEBHK
(Continued) ImEAER (&)
Changes in accounting policies (Continued) SITBEREE (&)
(A) HKFRS 9 Financial Instruments (A) BEUBREEREIS £
(“HKFRS 9”) (Continued) BTAH]/
([ BB BEIHREZERIZFEIH )
(&)
()  Classification and measurement of () Z@MIBESEKTE
financial instruments (Continued) (%&)

— Financial assets at FVPL include — BRAFEEFAR
debt instruments whose cash HmLEMEER
flow characteristics fail the SPPI RFRREMEFH
criterion or are not held within a THEMEAE
business model whose objective R R Bt s 2 B
is either to collect contractual o JEUW Bl & 49
cash flows, or to both collect bR - A
contractual cash flows and sell. W E4#E SR
Under HKAS 39, those debt ERHEZER
instruments were classified as BEXFEZEH
available-for-sale investments or THE--RESFSE
financial assets at FVPL. This @ =t % B3] 539
category includes investments in B ZEBEBT
unlisted private funds and BEnEARHE
compensation from profit EXRENIENF
guarantee. B ABRZE

A E o SRl
BRI LT
AEEZHKRER
SRS Z flfE o

The assessment of the Group's AEBREXRERHB

business model was made as of the BB =ZE—N\EFEL A

date of initial application, i.e. 1 July — A HEERER

2018, and then applied retrospectively R HEBPERR

to those financial assets that were not WEN-ZE— \FL

derecognised before 1 July 2018. The RA— BRI IEER

assessment of whether contractual ZETREE-BEH
cash flows on debt instruments are TEZEHBRER=
solely comprised of principal and ELEREAE KT
interest was made based on the facts B TERY T HER
and circumstances as at the initial EBEEREEN

recognition of the assets. TBESLETTAE o
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

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

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

Classification and measurement of
financial instruments (Continued)

The Group elected to present in profit
or loss for the fair value changes of all
its investments in unlisted private funds
previously classified as available-for-
sale investments because these
investments in unlisted private funds
failed to meet the SPPI criterion.
Accordingly, the consolidated
statement of financial position as at 1
July 2018 was adjusted, resulting in a
reclassification of available-for-sale
investments to financial assets at FVPL
of HK$107,356,000 at the date of initial
application of HKFRS 9. In addition, the
fair value gains of HK$4,831,000 relating
to those investments in unlisted private
funds previously carried at fair value in
available-for-sale investments
revaluation reserve were then be
transferred to accumulated losses as at
1 July 2018.

—HNFERA=ZTHLFE

2. FMERMEREEAN(EFER

MBWEER ] (@)

(@) BRAMET RS ERME
WA (@)
SHBERE (4)

(A) EBHBHEEAEIH 2
BITA
([ BRI H e ERIE I )
(48)
() $BRIADERHE
(4)

AREBREBREBZRF
ENEMBEBAEDHE
ABAHHEREZR
FEHRAELRKRE
ZAFEEZS REH
TIEBEIELETRAE
S ZWENTTE MR
AN K F B FRER] o
Ay RZZE—N\F
+tA—BZHEEHH
RAKRCIEAE &
BMAHHERERE
RERABBYBHRE
ERIEIREH  BH
“ﬁﬁﬁﬁiﬁ+k
B zas /g

107,356,000 T ° &t
G RZZBE—N\F L
A—H ' BEEAF
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

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

(a) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

Classification and measurement of
financial instruments (Continued)

The following table summarises the
original measurement categories under
HKAS 39 and the new measurement
categories under HKFRS 9 for each
class of the Group's financial assets as
at 1 July 2018:

Original classification

Financial assets under HKAS 39

BEGTENE9R
BT ZRERE

Available-for-sale (at fair
value) (note 2(A)()

Available-for-sales investments

HEEERE M E (RATE)
(PzE230)
Trade receivables Loans and receivable
BHRWER BHREWRE
Other receivables and deposits  Loans and receivable
HitElsaRES B RN A
Loans receivable Loans and receivable
FERER ERREYHE

Financial assets at fair value Financial asset at FVPL

through profit or loss

RATE A B RATET AR
LERAE LERERE
Pledged bank balances Loans and receivable
BERRITAR ERRELFIE
Bank balances and cash Loans and receivable
RITEARAS BRREKHE

2.

RINERMEREEN(FE

MBHEEN ] @)

(@) ERMFRT RIETEBYE
]EEA ()
B BREH (4B)
(A) BBUBHREERFEIHRZ
ATA]
([ B BHEERIEIF])

(%&)
(i)

Carrying

amount as at

New classification 30 June 2018

under HKFRS 9 under HKAS 39

BR=B-N\E

~B=TRE

EANBRE EASTER

ERIEIHET EI9HET

23R ZEHE

HK$'000

THT

FVPL 107,356

BATERA
B

Amortised cost 3,498
ZHNA

Amortised cost 29,493
BHRA

Amortised cost 167,282
BERA

FVPL 30,000

BATERA

Amortised cost 3,655
BENA

Amortised cost 421,680
BERA
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TRMIADBEREE
(#&)

TREAEBSHE
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

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

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

(if)

Impairment of financial assets

The adoption of HKFRS 9 has changed
the Group's impairment model by
replacing the HKAS 39 “incurred loss
model” to the “expected credit losses
(“ECLS") model”. HKFRS 9 requires the
Group to recognised ECL for loans
receivable, trade receivables, amount
due from non-controlling interests,
other receivables and deposits earlier
than HKAS 39. Pledged bank balances
and bank balances and cash are
subject to ECL model but the Group
considered the effect of impairment is
insignificant for the current period.

Under HKFRS 9, the losses allowances
are measured on either of the following
bases: (1) 12 months ECL: these are the
ECL that result from possible default
events within the 12 months after the
reporting date: and (2) lifetime ECL:
these are ECL that result from all
possible default events over the
expected life of a financial instrument.

Measurement of ECL

ECL are based on the difference
between the contractual cash flows
due in accordance with the contract
and all the cash flows that the Group
expects to receive. The shortfall is then
discounted at an approximation to the
assets’ original effective interest rate.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

(a) Adoption of new/revised HKFRSS
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

(if)
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Impairment of financial assets
(Continued)
Measurement of ECL (Continued)

The Group has elected to measure l0ss
allowances for trade receivables using
HKFRS 9 simplified approach and has
calculated ECL based on lifetime ECL.
The Group has established a provision
matrix that is based on the Group's
historical credit loss experience,
adjusted for forward-looking factors
specific to the debtors and the
economic environment.

For other debt financial assets, the ECL
are based on the 12-months ECL. The
12-months ECL is the portion of the
lifetime ECL that results from default
events on a financial instrument that
are possible within 12 months after the
reporting date. However, when there
has been a significant increase in credit
risk since origination, the allowance will
be based on the lifetime ECL. When
determining whether the credit risk of a
financial asset has increased
significantly since initial recognition and
when estimating ECL, the Group
considers reasonable and supportable
information that is relevant and
available without undue cost or effort.
This includes both quantitative and
qualitative information and analysis,
based on the Group'’s historical
experience and informed credit
assessment and including forward-
looking information.

i
;1

BREEA(EE

s
WEHEA L) ()

(@) BRMHMETRIETEBHE

|EER ()

B BREH (4B)

(A) BBUBHREERFEIHRZ
AMTA/
([ B BHEERIEIF])
(&)
(i =REEREGE)

BHMEEBIB L FE
L (%)

AEBCERBTEY
B EERIE 9SR AL
EETEE HEWRA
ZEBRBE YER
ErHEREEEBR
AEBEMEEEE-
AREBERIBEAR
SEAEEEBEL
Rt ER R EERE
I =218 75 N5 T 2 Al
= RAE IR IR
{EL AR -

REMEBSREE
ms BAHEEER
TR IR 1218 B B H 15
EEEE 1218 A
BHMEEBEREY
BHEEREEN
o RN HRE B
®12EARNAERS
MITAEZANENSE
oA HWIEER
@ B L AR IR 15
me R BESRES
HIEMIEEEEAE -
EETEMEEREE
R B 1] 2 fE 7 DA 2K
= A AR a0 R i
AAEHAEEERR
AEEEEHERLE
FANHBZHAKE
HEAIRBHAEE R
BRIEEF - LB
REASBBELR
MREAMEERGEEL
B E 8 NE 1B R
DM B I AT EE
B e




Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

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

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

(if)

Impairment of financial assets
(Continued)
Measurement of ECL (Continued)

The Group assumes that the credit risk
on a financial asset has increased
significantly if it is more than 30 days
past due.

The Group considers a financial asset
to be in default when: (1) the borrower
is unlikely to pay its credit obligations
to the Group in full, without recourse
by the Group to actions such as
realising security (if any is held); or (2)
the financial asset is more than 90 days
past due.

The maximum period considered when
estimating ECL is the maximum
contractual period over which the
Group is exposed to credit risk.

Presentation of ECL

Loss allowances for financial assets
measured at amortised cost are
deducted from the gross carrying
amount of the assets.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

(a) Adoption of new/revised HKFRSS
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

(if)
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Impairment of financial assets
(Continued)
Impact of the ECL model

Loans receivable

For loans receivable, the Group applied
different expected loss rates to
different classes of receivables
according to their respective risk
characteristics for measuring ECLS
under HKFRS 9 and recognised
12-months ECL or lifetime ECL. The
12-months ECL is the portion of the
lifetime ECL that results from default
events on a financial instrument that
are possible within 12 months after the
reporting date. However, when there
has been a significant increase in credit
risk since origination, the allowance will
be based on the lifetime ECL. When
determining whether the credit risk of
loans receivable have increased
significantly since initial recognition and
when estimating ECL, the Group
engaged an independent professional
valuer to assist the management to
determine ECL by considering
reasonable and supportable
information that is relevant and
available. This includes both
quantitative and gualitative information
and analysis, based on the Group’s
historical experience and credit
assessment including forward-looking
information.
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING STANDARDS

2. BMEREMBREEAN(ES
MEHEEN ] @)

(“"HKFRSS") (continued)

(@) Adoption of new/revised HKFRSs (@) RMHFET LIETEBHKE
(Continued) WEER (&)
Changes in accounting policies (Continued) SITBEREE (£)
(A) HKFRS 9 Financial Instruments (A) BEBUBREEREIS £
(“HKFRS 9”) (Continued) BTH]/
([ BB BEIHREERIZFEIH )
(&)
(i) Impairment of financial assets (il SmMEEREE)
(Continued)
Impact of the ECL model (Continued) BHEEEEER 2
T2 (E)
Loans receivable (Continued) FEWER (&)
As at 1 July 2018, the expected credit N=ZZE—NFEELH—
loss allowance of HK$12,910,000 on the H Bt R EERE
loans receivable has been recognised REWERBHEE
against accumulated losses. The 518 % 5 12,910,000 78
balances of loans receivable as at 30 e R=ZE—NFER
June 2018 reconciled to the balances A=t+HZEKRER
as at 1 July 2018 is as follows: BREE —F — \F+
H—BZHEHERENR
BiSe:

HK$'000
TR

Loans receivable at 30 June 2018 R-_E—N\EXA=1+H
under HKAS 39 as originally stated BEBEBSFHEAE IR

EWER(RREZT]) 167,282
Recognition of additional expected — E BSR4 B 95k
credit losses upon the B4 TR RSN B AT
implementation of HKFRS 9 EEEE (12,910)
Loans receivable at 1 July 2018 R=ZE—\FtH—AH
under HKFRS 9 as restated RIEE S B 75 35 228
FIWEMER(LEES) 154,372
Trade receivables B S EWIRIE
The Group applies the HKFRS 9 MEIHE ZEKIRIE
simplified approach to measure mEs ASBEERS
expected credit losses which uses a BB ELERIZE O
lifetime expected credit loss allowance LAt =F A 25
for all trade receivables. This resulted EHEERBRER
in an increase of the loss allowance on TEHEEEE 8
1 July 2018 by HK$40,000 for trade B RKEREBER
receivables. BER=ZFE—N\EtH

— B1£H040,0007% 7T °
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

(a) Adoption of new/revised HKFRSS
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

(if)
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Impairment of financial assets
(Continued)
Impact of the ECL model (Continued)

Other receivables and deposits

Other receivables and deposits are
measured at amortised cost. Upon the
implementation of HKFRS 9, expected
credit loss allowances of HK$440,000
has been recognised against
accumulated losses as at 1 July 2018.

As a result of the above change, the
following table summarises the impact
of the new HKFRS 9 impairment model
that results in additional expected
credit losses as at 1 July 2018 as
follows:
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HK$'000
TR

Loss allowances at 30 June 2018
under HKAS 39 as originally stated

R-T—\FAHA=TH
REBEFLGTERIEI9H

E s (RREZES) 3,567
Recognition of additional expected REINBHREEBE
credit losses on
— Loans receivable — RKER 12,910
— Trade receivables — B S RINERIA 40
— Other receivables and deposits — EMERFIERIES 440
Loss allowances at 1 July 2018 R=ZE—\FtH—H
under HKFRS 9 as restated BB HRE 2R
FORET 2 E18#E
(&&E:5) 16,957




Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(A) HKFRS 9 Financial Instruments
(“HKFRS 9”) (Continued)

(i)

Transition

The Group has applied the transitional
provision in HKFRS 9 such that HKFRS 9
was generally adopted without
restating comparative information. The
reclassifications and the adjustments
arising from the new ECL rules are
therefore not reflected in the
consolidated statement of financial
position as at 30 June 2018, but are
recognised in the consolidated
statement of financial position on 1 July
2018. This mean that differences in the
carrying amounts of financial assets
and financial liabilities resulting from
the adoption of HKFRS 9 are recognised
in accumulated losses and reserves as
at 1 July 2018. Accordingly, the
information presented for 2018 does
not reflect the requirements of HKFRS 9
but rather those of HKAS 39.

The following assessments have been
made on the basis of the facts and
circumstances that existed at the date
of initial application of HKFRS 9:

° The determination of the business
model within which a financial
asset is held; and

e  The designation and revocation of
previous designations of certain
financial assets and financial
liabilities at FVPL.

If an investment in a debt investment
had low credit risk at the date of initial
application of HKFRS 9, then the Group
has assumed that the credit risk on the
asset had not increased significantly
since its initial recognition.
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

2. ADOPTION OF HONG KONG 2. ﬁ

FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

(a) Adoption of new/revised HKFRSS
(Continued)
Changes in accounting policies (Continued)
(B) HKFRS 15 Revenue from Contracts with
Customers ("HKFRS 15”)

HKFRS 15 supersedes HKAS 11 Construction
Contracts, HKAS 18 Revenue and related
interpretations. HKFRS 15 has established a
five-steps model to account for revenue
arising from contracts with customers. Under
HKFRS 15, revenue is recognised at the
amount that reflects the consideration to
which an entity expects to be entitled in
exchange for transferring goods or services
to a customer.

The Group has adopted HKFRS 15 using the
cumulative effect transition method. The
Group has recognised the cumulative effect
of initially applying HKFRS 15 as an
adjustment to the opening balance of
accumulated losses at the date of initial
application (that is, 1 July 2018) if any. As a
result, the financial information presented
for 2018 has not been restated.

HKFRS 15 requires entities to exercise
judgement, taking into consideration all of
the relevant facts and circumstances when
applying each step of the model to contracts
with their customers.

The Group has assessed the impacts of
adopting HKFRS 15 on its consolidated
financial statements and considered there is
no significant impact on the Group's revenue
recognition.
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

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

(@) Adoption of new/revised HKFRSs
(Continued)
Changes in accounting policies (Continued)
(B) HKFRS 15 Revenue from Contracts with
Customers ) (“"HKFRS 15”) (Continued)

Revenue from sales of goods is recognised
at a point in time as when the control of the
goods has been transferred to the customers
and there is no unfulfilling performance
obligation after the acceptance of the goods.
Hotel revenue from room rental is
recognised overtime as the customers
simultaneously receives and consume the
benefits of the Group’s services. Hotel
revenue from food and beverage sales and
other ancillary services are recognised at a
point in time when the relevant services
provided to the customers and there is no
unfulfilling performance obligation after the
services rendering.

Upon the adoption of HKFRS 15, if there is
any satisfied performance obligation but
where the Group does not have an
unconditional right to consideration, the
Group should recognised a contract asset.
No contract asset is recognised upon
transition and at the end of reporting period.
If the Group does not satisfied any
performance obligation but the Group has an
unconditional right to consideration, the
Group should recognised contract liabilities.

Previously, contract liabilities relating to
“Receipts in advance” were presented in the
consolidated statement of financial position
under “Trade payables, other advances and
accruals”.

To reflect these changes in presentation, the
Group has made the reclassification
adjustment as at 1 July 2018. As a result of
the adoption of HKFRS 15, receipts in
advance of HK$2,389,000 previously included
in “Trade payables, other advances and
accruals” as at 1 July 2018 are reclassified as
contract liabilities.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

Annual Improvements to HKFRSs 2014-2016
Cycle — Amendments to HKFRS 1, First-time
Adoption of Hong Kong Financial Reporting
Standards

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS 1,
First-time Adoption of Hong Kong Financial
Reporting Standards, removing transition provision
exemptions relating to accounting periods that
had already passed and were therefore no longer
applicable.

The adoption of these amendments has no impact
on the Group’s consolidated financial statements
as the periods to which the transition provision
exemptions related have passed.

Amendments HKFRS 15 — Revenue from
Contracts with Customers (Clarifications to
HKFRS 15)

The amendments to HKFRS 15 included
clarifications on identification of performance
obligations; application of principal versus agent;
licenses of intellectual property; and transition
requirements.

The adoption of these amendments has no impact
on these consolidated financial statements as the
Group had not previously adopted HKFRS 15 and
took up the clarifications in this, its first, year.
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(“"HKFRSS") (continued)
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

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

2. ®i
it

FEEMEBEREEA(IFR
HRE#

R/ 1) &)

(@) Adoption of new/revised HKFRSs (@) RMHFET LIETEBHKE

(Continued)

Amendments to HKAS 40, Investment
Property — Transfers of Investment Property
The amendments clarify that to transfer to or from
investment properties there must be a change in
use and provides guidance on making this
determination. The clarification states that a
change of use will occur when a property meets,
or ceases to meet, the definition of investment
property and there is supporting evidence that a
change has occurred.

The amendments also re-characterise the list of
evidence in the standard as a non-exhaustive list,
thereby allowing for other forms of evidence to
support a transfer.

The adoption of these amendments has no impact
on these consolidated financial statements as the
clarified treatment is consistent with the manner
in which the Group has previously assessed
transfers.

HK(IFRIC)-Interpretation 22 — Foreign
Currency Transactions and Advance
Consideration

The Interpretation provides guidance on
determining the date of the transaction for
determining an exchange rate to use for
transactions that involve advance consideration
paid or received in a foreign currency and the
recognition of a hon-monetary asset or non-
monetary liability. The Interpretations specifies
that the date of the transaction for the purpose of
determining the exchange rate to use on initial
recognition of the related asset, expense or
income (or part thereof) is the date on which the
entity initially recognises the non-monetary asset
or non-monetary liability arising from the payment
or receipt of advance consideration.

The adoption of these amendments has no impact
on these consolidated financial statements as the
Group has not paid or received advance
consideration in a foreign currency.
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

2. ADOPTION OF HONG KONG p 48
FINANCIAL REPORTING STANDARDS
(“"HKFRSS") (continued)

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

Group:
HKFRS 16 Leases'
HK(IFRIC)-Interpretation 23 Uncertainty over Income Tax
Treatments'
Amendments to HKAS 1 Definition of Material?
and HKAS 8

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation’
Amendments to HKAS 28 Long-term Interests in Associates
and Joint Ventures'
Annual Improvementsto  Amendments to HKFRS 3,
HKFRSs 2015-2017 Cycle  Business Combinations'

Annual Improvementsto  Amendments to HKAS 12,
HKFRSs 2015-2017 Cycle  Income Taxes'

Annual Improvementsto  Amendments to HKAS 23,
HKFRSs 2015-2017 Cycle  Borrowing Costs'

Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its
Associate or Joint Venture?

i Effective for annual periods beginning on or after 1

January 2019

2 Effective for annual periods beginning on or after 1
January 2020

9 The amendments were originally intended to be effective

for periods beginning on or after 1 January 2017. The
effective date has now been deferred/removed. Early
application of the amendments continues to be
permitted.

& Effective for business combinations and assets
acquisition for which the acquisition date is on or after
the beginning of the first annual period beginning on or
after 1 January 2020.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

2. BMEREMBREEAN(ES
MBREEN ] @)

(b) New/revised HKFRSs that have been (b) CHEMEEKRERZHT

issued but are not yet effective
(Continued)
HKFRS 16 — Leases

HKFRS 16, which upon the effective date will
supersede HKAS 17 “Leases” and related
interpretations, introduces a single lessee
accounting model and requires a lessee to
recognise assets and liabilities for all leases with a
term of more than 12 months, unless the
underlying asset is of low value. Specifically, under
HKFRS 16, a lessee is required to recognise a right-
of-use asset representing its right to use the
underlying leased asset and a lease liability
representing its obligation to make lease
payments. Accordingly, a lessee should recognise
depreciation of the right-of use asset and interest
on the lease liability, and also classifies cash
repayments of the lease liability into a principal
portion and an interest portion and presents them
in the statement of cash flows. Also, the right-of-
use asset and the lease liability are initially
measured on a present value basis. The
measurement includes non-cancellable lease
payments and also includes payments to be made
in optional periods if the lessee is reasonably
certain to exercise an option to extend the lease,
or not to exercise an option to terminate the lease.
This accounting treatment is significantly different
from the lessee accounting for leases that are
classified as operating leases under the
predecessor standard, HKAS 17.

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases
or finance leases, and to account for those two
types of leases differently.
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

BREEA(EE

2. ADOPTION OF HONG KONG 2. % i
it #R) )

FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

hES
HHRE

(b) New/revised HKFRSs that have been (b) CHEMEEKRERZHT

issued but are not yet effective
(Continued)
HKFRS 16 — Leases (Continued)

The total operating lease commitment of the
Group in respect of office premises and vehicles
as at 30 June 2019 amounted to HK$5,980,000.
The directors do not expect the adoption of HKFRS
16 as compared with the current accounting policy
would result in a significant impact on the Group’s
result but it is expected that certain portion of
these lease commitments will be required to be
recognised in the form of an assets (for the right-
of-use) and a financial liability (for the payment
obligation) in the consolidated statement of
financial position.

HK(IFRIC)-Interpretation 23 — Uncertainty
over Income Tax Treatments

The Interpretation supports the requirements of
HKAS 12, Income Taxes, by providing guidance
over how to reflect the effects of uncertainty in
accounting for income taxes. Under the
Interpretation, the entity shall determine whether
to consider each uncertain tax treatment
separately or together based on which approach
better predicts the resolution of the uncertainty.
The entity shall also assume the tax authority will
examine amounts that it has a right to examine
and have full knowledge of all related information
when making those examinations. If the entity
determines it is probable that the tax authority will
accept an uncertain tax treatment, then the entity
should measure current and deferred tax in line
with its tax filings. If the entity determines it is not
probable, then the uncertainty in the
determination of tax is reflected using either the
“most likely amount” or the “expected value”
approach, whichever better predicts the resolution
of the uncertainty.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

2. BMEREMBREEAN(ES
MBREEN ] @)

(b) New/revised HKFRSs that have been (b) CHEMEEKRERZHT

issued but are not yet effective
(Continued)

Amendments to HKAS 1 and HKAS 8 —
Definition of Material

The amendments clarify that materiality will
depend on the nature or magnitude of
information. An entity will need to assess whether
the information, either individually or in
combination with other information, is material in
the context of the financial statements. A
misstatement of information is material if it could
reasonably be expected to influence decisions
made by the primary users.

The amendments clarify that, in assessing whether
an information could reasonably be expected to
influence decisions of the primary users, an entity
must consider the characteristics of those users
as well as its own circumstances.

Amendments to HKFRS 3 — Definition of a
Business

The amendments clarify and provide additional
guidance on the definition of a business. The
amendments clarify that for an integrated set of
activities and assets to be considered a business,
it must include, at a minimum, an input and a
substantive process that together significantly
contribute to the ability to create output. A
business can exist without including all of the
inputs and processes needed to create outputs.
The amendments remove the assessment of
whether market participants are capable of
acquiring the business and continue to produce
outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes
together significantly contribute to the ability to
create outputs. The amendments have also
narrowed the definition of outputs to focus on
goods or services provided to customers,
investment income or other income from ordinary
activities. Furthermore, the amendments provide
guidance to assess whether an acquired process
is substantive and introduce an optional fair value
concentration test to permit a simplified
assessment of whether an acquired set of
activities and assets is not a business.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

BREEA(EE

2. ADOPTION OF HONG KONG 2. % i
it #R) )

FINANCIAL REPORTING STANDARDS
("HKFRSS") (continued)

hES
HHRE

(b) Newr/revised HKFRSs that have been (b) CHEMEEKRERZHT

issued but are not yet effective
(Continued)

Amendments to HKFRS 9 — Prepayment
Features with Negative Compensation

The amendments clarify that prepayable financial
assets with negative compensation can be
measured at amortised cost or at fair value
through other comprehensive income if specified
conditions are met — instead of at fair value
through profit or 10ss.

Amendments to HKAS 28 — Long-term
Interests in Associates and Joint Ventures

The amendment clarifies that HKFRS 9 applies to
long-term interests (“LTI") in associates or joint
ventures which form part of the net investment in
the associates or joint ventures and stipulates that
HKFRS 9 is applied to these LTI before the
impairment losses guidance within HKAS 28.

Annual Improvements to HKFRSs 2015-2017
Cycle — Amendments to HKFRS 3, Business
Combinations

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS 3
which clarifies that when a joint operator of a
business obtains control over a joint operation,
this is a business combination achieved in stages
and the previously held equity interest should
therefore be remeasured to its acquisition date
fair value.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

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

MBEREEAN(EE

2. JBEEY
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(b) New/revised HKFRSs that have been (b) EHEMEERERZFHT
issued but are not yet effective RIETEBMERERED(2)
(Continued)

Annual Improvements to HKFRSs 2015-2017 BEERBBRELEN_-_S—FHES

Cycle — Amendments to HKAS 12, Income
Taxes

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKAS 12
which clarify that all income tax consequences of
dividends are recognised consistently with the
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

Annual Improvements to HKFRSs 2015-2017
Cycle — Amendments to HKAS 23,
Borrowing Costs

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKAS 23
which clarifies that a borrowing made specifically
to obtain a qualifying asset which remains
outstanding after the related qualifying asset is
ready for its intended use or sale would become
part of the funds an entity borrows generally and
therefore included in the general pool.

Amendments to HKFRS 10 and HKAS 28

— Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture

The amendments clarify the extent of gains or
losses to be recognised when an entity sells or
contributes assets to its associate or joint venture.
When the transaction involves a business the gain
or loss is recognised in full, conversely when the
transaction involves assets that do not constitute
a business the gain or loss is recognised only to
the extent of the unrelated investors’ interests in
the joint venture or associate.

The Group is in the process of making an
assessment of the potential impact of these new
pronouncements upon application.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

3.3

3.4

Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable
HKFRSs, Hong Kong Accounting Standards
("HKASs"”) and Interpretations (hereinafter
collectively referred to as the "HKFRSs”) and the
disclosure requirements of the Hong Kong
Companies Ordinance. In addition, the
consolidated financial statements include
applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing
Rules”).

Basis of measurement

The consolidated financial statements have been
prepared under the historical cost basis, except
for certain financial instruments and investment
properties, which are measured at fair value as
explained in the accounting policies set out below.

Functional and presentation currency
The financial statements are presented in Hong
Kong dollars ("HK$"), which is the same as the
functional currency of the Company and all values
are rounded to the nearest thousand (“HK$'000")
except when otherwise indicated.

Business combination and basis of
consolidation

The consolidated financial statements comprise
the financial statements of the Company and its
subsidiaries. Inter-company transactions and
balances between group companies together with
unrealised profits are eliminated in full in preparing
the consolidated financial statements. Unrealised
losses are also eliminated unless the transaction
provides evidence of impairment on the asset
transferred, in which case the loss is recognised in
profit or loss.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.4 Business combination and basis of

consolidation (continued)

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of comprehensive income from the
dates of acquisition or up to the dates of disposal,
as appropriate. Where necessary, adjustments are
made to the financial statements of subsidiaries to
bring their accounting policies into line with those
used by other members of the Group.

Acquisition of subsidiaries or businesses is
accounted for using the acquisition method. The
cost of an acquisition is measured at the
aggregate of the acquisition-date fair value of
assets transferred, liabilities incurred and equity
interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed
are principally measured at acquisition-date fair
value. The Group’s previously held equity interest
in the acquiree is re-measured at acquisition-date
fair value and the resulting gains or losses are
recognised in profit or loss. The Group may elect,
on a transaction-by-transaction basis, to measure
the non-controlling interests that represent
present ownership interests in the subsidiary
either at fair value or at the proportionate share of
the acquiree’s identifiable net assets. All other
non-controlling interests are measured at fair
value unless another measurement basis is
required by HKFRSs. Acquisition-related costs
incurred are expensed unless they are incurred in
issuing equity instruments in which case the costs
are deducted from equity.

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration
are recognised against goodwill only to the extent
that they arise from new information obtained
within the measurement period (@ maximum of 12
months from the acquisition date) about the fair
value at the acquisition date. All other subsequent
adjustments to contingent consideration classified
as an asset or a liability are recognised in profit or
loss.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

REBERFEEMEE @)

3.4 Business combination and basis of 3.4 ¥BEHRGEEEEE)

consolidation (Continued)

Changes in the Group’s interests in subsidiaries
that do not result in a loss of control are
accounted for as equity transactions. The carrying
amounts of the Group's interest and the non-
controlling interests are adjusted to reflect the
changes in their relative interests in the
subsidiaries. Any difference between the amount
by which the non-controlling interests is adjusted
and the fair value of the consideration paid or
received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary, the
profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair
value of the consideration received and the fair
value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-
controlling interests. Amounts previously
recognised in other comprehensive income in
relation to the subsidiary are accounted for in the
same manner as would be required if the relevant
assets or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of
non-controlling interests that represent present
ownership interests is the amount of those
interests at initial recognition plus the non-
controlling interests’ share of subsequent changes
in equity. Total comprehensive income is
attributed to non-controlling interests even if this
results in the non-controlling interest having a
deficit balance.

AEERHMBRARZEZES I
I G B PR S YE 4 - AT (AR
RPN - AEE 2 IE
ZR R 2 BREEY T IARE
ARBRERKH B AR HS S
BE o FFIRRE R 2 B A
ENHEBREAFEZRZE
MER HEERNEDER I
BENEDBEAA °

BB RN BN B
HEBRRBATMEZER ()
BEURREATERERREES
RFEZEE: RNEE(RR
BE)EEREEENB AR R
EAIFER R B E 2 AR - A
FEPOH 2 U A TERR B2 T B
AIAMzBIAMBETG A

R BIEREEXKRECD KL
% o

WiBT - FRER R (B3R 2 B
BRREAERED) CREER
RN ) SRR 2 SRR N
PR R G R R
ZEy o BME @ EERE s
HIRE AL AEER - 2EBRABRD
P B 0 SRR AR A

“ENFER o BRHEREEERAT

125



126

Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.5

3.6

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Subsidiaries

A subsidiary is an investee over which the
Company is able to exercise control. The Company
controls an investee if all three of the following
elements are present: power over the investee,
exposure, or rights, to variable returns from the
investee, and the ability to use its power to affect
those variable returns. Control is reassessed
whenever facts and circumstances indicate that
there may be a change in any of these elements
of control.

In the Company’s statement of financial position,
interests in subsidiaries are included in the
Company'’s statement of financial position at cost
less any impairment loss. The results of
subsidiaries are accounted for by the Company on
the basis of dividends received and receivable.

Associates

An associate is an entity over which the Group has
significant influence and that is neither a
subsidiary nor a joint arrangement. Significant
influence is the power to participate in the
financial and operating policy decisions of the
investee but not control or joint control over those
policies.

Associates are accounted for using the equity
method whereby they are initially recognised at
cost and thereafter, their carrying amount are
adjusted for the Group’s share of the post-
acquisition change in the associates’ net assets
except that losses in excess of the Group’s
interest in the associate are not recognised unless
there is an obligation to make good those losses.

Profits and losses arising on transactions between
the Group and its associates are recognised only
to the extent of unrelated investors’ interests in
the associate. The investor’'s share in the
associate’s profits and losses resulting from these
transactions is eliminated against the carrying
value of the associate. Where unrealised losses
provide evidence of impairment of the asset
transferred they are recognised immediately in
profit or loss.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

3.6

3.7

Associates (Continued)

Any premium paid for an associate above the fair
value of the Group’s share of the identifiable
assets, liabilities and contingent liabilities acquired
is capitalised and included in the carrying amount
of the associate. Where there is objective evidence
that the investment in an associate has been
impaired, the carrying amount of the investment is
tested for impairment in the same way as other
non-financial assets. Accounting policies on
impairment of interests in associates are
described in note 3.13 below.

Revenue recognition (accounting

policies applied from 1 July 2018)

(i) Revenue from contract with customers
Revenue from contracts with customers is
recognised when control of goods or
services is transferred to the customers at
an amount that reflects the consideration to
which the Group expects to be entitled in
exchange for those goods or services,
excluding those amounts collected on behalf
of third parties. Revenue excludes value
added tax or other sales taxes and is after
deduction of any trade discounts.

Depending on the terms of the contract and
the laws that apply to the contract, control of
the goods or service may be transferred over
time or at a point in time. Control of the
goods or service is transferred over time if
the Group'’s performance:

° provides all of the benefits received
and consumed simultaneously by the
customer;

o creates or enhances an asset that the
customer controls as the Group
performs; or

J does not create an asset with an
alternative use to the Group and the
Group has an enforceable right to
payment for performance completed to
date.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.7 Revenue recognition (accounting
policies applied from 1 July 2018)
(Continued)

)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Revenue from contract with customers
(Continued)

If control of the goods or services transfers
over time, revenue is recognised over the
period of the contract by reference to the
progress towards complete satisfaction of
that performance obligation. Otherwise,
revenue is recognised at a point in time
when the customer obtains control of the
goods or service.

When the contract contains a financing
component which provides the customer a
significant benefit of financing the transfer of
goods or services to the customer for more
than one year, revenue is measured at the
present value of the amounts receivable,
discounted using the discount rate that
would be reflected in a separate financing
transaction between the Group and the
customer at contract inception./Where the
contract contains a financing component
which provides a significant financing benefit
to the Group, revenue recognised under that
contract includes the interest expense
accreted on the contract liability under the
effective interest method. For contracts
where the period between the payment and
the transfer of the promised goods or
Services is one year or less, the transaction
price is not adjusted for the effects of a
significant financing component, using the
practical expedient in HKFRS 15.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

3.7 Revenue recognition (accounting
policies applied from 1 July 2018)
(Continued)

)

Revenue from contract with customers
(Continued)

A contract asset represents the Group's right
to consideration in exchange for services
that the Group has transferred to a customer
that is not yet unconditional. In contrast, a
receivable represents the Group’s
unconditional right to consideration, i.e. only
the passage of time is required before
payment of that consideration is due.

A contract liability represents the Group’s
obligation to transfer services to a customer
for which the Group has received
consideration (or an amount of consideration
is due) from the customer.

(@ Sales of goods

Revenue from sales of goods is
recognised at a point in time as when
the control of the goods has been
transferred to the customers and there
is no unfulfilling performance obligation
after the acceptance of the goods.

Services income

Hotel revenue from room rental is
recognised overtime as the customers
simultaneously receives and consume
the benefits of the Group’s services.
Hotel revenue form food and beverage
sales and other ancillary services are
recognised at a point in time as when
the relevant services provided to the
customers and there is no unfulfilling
performance obligation after the
services rendering.
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.7 Revenue recognition (accounting
policies applied from 1 July 2018)

(Continued)
(i) Revenue from contract with customers
(Continued)

Revenue recognition (accounting
policies applied until 30 June 2018)

(@) Sales of goods
Sales of goods are recognised on
transfer of risks and rewards of
ownership, which is at the time of
delivery and the title is passed to
customer.

(b)  Services income
Hotel revenue from room rental, food
and beverage sales and other ancillary
services is recognised when the
services are rendered.

(ii) Revenue from other sources
(@ Interest income

Interest income from a financial asset
is accrued on a time-apportioned 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’s
net carrying amount.

(b)  Divided income
Dividend income is recognised when
the right to receive the dividend is
established.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

REBERFEEMEE @)

3.8 Property, plant and equipment 3.8 Y% BMERRE

Property, plant and equipment are stated at cost
less accumulated depreciation and accumulated
impairment losses. The cost of property, plant and
equipment includes its purchase price and the
costs directly attributable to the acquisition of the
items.

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

Freehold land is stated at cost and not
depreciated.

Buildings are depreciated over the shorter of the
term of the lease or fifty years using the straight-
line method.

Leasehold improvements are depreciated over the
shorter of the remaining term of the lease or at 5%
per annum using the straight-line method.

Depreciation is provided to write off the cost of
other property, plant and equipment over their
estimated useful lives, using the straight-line
method, at the following rates per annum:
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.8

3.9

Property, plant and equipment
(Continued)

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

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and
the carrying amount of the item) is included in the
profit or loss in the year in which the item is
derecognised.

Payments for leasehold land held for
own use under operating leases
Payments for leasehold land held for own use
under operating leases represent up-front
payments to acquire long-term interests in lessee-
occupied properties. These payments are stated
at cost and are amortised over the period of the
lease on a straight-line basis as an expense.

3.10 Investment properties

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Investment properties are land and/or buildings
which are owned or held under a leasehold
interest to earn rental income and/or for capital
appreciation.

When the Company holds a property interest
under an operating lease to earn rental income
and/or for capital appreciation, the interest is
classified and accounted for as an investment
property on a property-by-property basis. Any
such property interest which has been classified
as an investment property is accounted for as if it
were held under a finance lease.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

3.10 Investment properties (Continued)

3.1

On initial recognition, investment property is
measured at cost, including any directly
attributable expenditure. Subsequent to initial
recognition, investment property is stated at fair
value. Fair value is determined by external
professional valuers, with sufficient experience
with respect to both the location and the nature of
the investment property.

The carrying amounts recognised in the statement
of financial position reflect the prevailing market
conditions at the end of reporting period.

Gains or losses arising from either changes in the
fair value or the sale of an investment property are
included in profit or loss in the period in which
they arise.

Intangible assets (other than goodwiill)
Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets
acquired in a business combination is fair value at
the date of acquisition. Subsequently, intangible
assets with indefinite useful lives are carried at
cost less any impairment losses and intangible
assets with finite useful lives are carried at cost
less accumulated amortisation and accumulated
impairment losses. The estimated useful life and
amortisation method are reviewed at the end of
each annual reporting period, with the effect of
any change in estimate being accounted for on a
prospective basis. Amortisation is charged on a
straight-line basis over their estimated useful lives
as follows.

Production formula 10 years
Non-competition agreements 7 years
Sales backlog agreements 5 years

The amortisation expense is recognised in profit
or loss and included in general and administrative
expenses.

Intangible assets are tested for impairment as
described in note 3.13.

REBERFEEMEE @)

3.10 REY=X (&)

3N

BREMENT ERRIZEKA -
(BREEMEEEBRAX)E -
R FHERIL  REVERRF
B - R FEDREREED
i MMEAREELRZIN
MBEELERMETE -

B T AR 3R HE 3R 2 AR THD B F R
EHIRZERIHR °

AFEZDRYERENEAE
i 7 BRI LB £ R A A RS
= -

B EE (BERM)

B W R 2 BB ENSIRKA
MR - MEBAEBAZEL
BE ERARKEEHZAT
B AERAERAFHIELE
EH BRI AR EEEA
B MABRAIERFHER
BERIRK AR R T #8H  Ret
B EIE AR o fh 5T A8 3 F 1
KEHET AR S FERS B R
A EAIART BB 2 FEIRBIE
EEARR - BIHREREENE
fEEFAIME A HAHNERAA T o

EERT 104
FEBF ek 76
HE ek 54
BRI N EaER WAt A—

ARMITHFS

B EERM T33P ETTR
BRI -

“ENFER o BRHEREEERAT

133



134

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

3.12 Goodwill

Goodwill represents the excess of the
consideration transferred of a business
combination, the amount recognised for non-
controlling interests and the fair value of the
Group's previously held equity interest over the
Group’s interest in the net fair value of the
recognised identifiable assets, liabilities and
contingent liabilities measure as at acquisition
date. The consideration transferred of the
business combination is measured at the
aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the
Group.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill is allocated to cash-
generating units and is tested annually for
impairment (note 3.13).

Any excess of the Group’s interest in the net fair
value of the recognised identifiable assets,
liabilities and contingent liabilities over the cost of
a business combination is recognised immediately
in profit or loss.

On subsequent disposal of a subsidiary, the
attributable amount of goodwill recognised is
included in the determination of the amount of
gain or loss on disposal.

3.13 Impairment of non-financial assets

Goodwill arising on acquisition of subsidiaries,
property, plant and equipment, prepaid lease
payments for land, intangible assets, interests in
subsidiaries and an associate are subject to
impairment testing.

Goodwill and intangible assets with indefinite
useful life or those not yet available for use are
tested for impairment at least annually,
irrespective of whether there is any indication that
they are impaired. All other assets are tested for
impairment whenever there are indications that
the asset’s carrying amount may not be
recoverable.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

REBERFEEMEE @)

3.13 Impairment of non-financial assets 33 EEmEEREE)

(Continued)

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs of disposal,
and value in use. In assessing value in use, the
estimated future cash flows are discounted to
their present value using a pre-tax discount rate
that reflects current market assessment of time
value of money and the risk specific to the asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a
result, some assets are tested individually for
impairment and some are tested at cash-
generating unit level. Goodwill in particular is
allocated to those cash-generating units that are
expected to benefit from synergies of the related
business combination and represent the lowest
level within the Group at which the goodwill is
monitored for internal management purpose.

Impairment losses recognised for cash-generating
units, to which goodwill has been allocated, are
credited initially to the carrying amount of
goodwill. Any remaining impairment 10ss is
charged pro rata to the other assets in the cash
generating unit, except that the carrying value of
an asset will not be reduced below its individual
fair value less costs of disposal, or value in use, if
determinable.

An impairment loss on goodwill is not reversed in
subseqguent periods. In respect of other non-
financial assets, an impairment loss is reversed if
there has been a favourable change in the
estimates used to determine the asset’s
recoverable amount and only to the extent that
the asset’s carrying amount does not exceed the
carrying amount that would have been
determined, net of depreciation or amortisation, if
no impairment loss had been recognised.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.13 Impairment of non-financial assets

(Continued)

Impairment losses recognised in an interim period
in respect of goodwill are not reversed in a
subsequent period. This is the case even if no loss,
or a smaller loss, would have been recognised had
the impairment been assessed only at the end of
the financial year to which the interim period
relates.

3.14 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, including an appropriate
portion of fixed and variable overhead expenses,
is calculated using the weighted average cost
method. Net realisable value represents the
estimated selling price in the ordinary course of
business less any applicable selling expense and
the estimated costs necessary to make the sale.

3.15 Borrowing costs

Borrowing costs attributable directly 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 to the
cost of those assets, until such time as the assets
are substantially ready for their intended use or
sale. Income earned on temporary investments of
specific borrowings pending their expenditure on
those assets is deducted from borrowing costs
capitalised. All other borrowing costs are
recognised in profit or loss in the period in which
they are incurred.

3.16 Income taxes

Income taxes for the year comprise of current tax
and deferred tax.

Current tax is based on the profit or loss from
ordinary activities adjusted for items that are non-
assessable or disallowable for income tax
purposes and is calculated using tax rates that
have been enacted or substantively enacted at the
end of reporting period.
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3. BASIS OF PREPARATION AND REBERTESHRE &)
SIGNIFICANT ACCOUNTING POLICIES
(Continued)
3.16 Income taxes (Continued) 3.16 FRB8 (&)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of
assets and liabilities for financial reporting
purposes and the corresponding amounts used

ERERIAI R EELB BRI TS
W& B AM S ZAREE R
BRMAZHEESRCERER
MR - RN E G5 R

for tax purposes. Except for goodwill and B EERDRRAEEEARE
recognised assets and liabilities that affect neither 29 FTEERREREZEZIE
accounting nor taxable profits, deferred tax ERIEAEH R - £A 0 &

liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to
the extent that it is probable that taxable profits
will be available against which deductible
temporary differences can be utilised. Deferred
tax is measured at the tax rates appropriate to the
expected manner in which the carrying amount of
the asset or liability is realised or settled and that
have been enacted or substantively enacted at the
end of reporting period.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, associates and jointly controlled
entities, except where the Group is able to control
the reversal of the temporary difference and it is
probable that the temporary difference will not
reverse in the foreseeable future.

Income taxes are recognised in profit or loss
except when they relate to items recognised in
other comprehensive income in which case the
taxes are also recognised in other comprehensive
income.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.17 Leases

Leases are classified as finance leases whenever
the terms of the lease transfer substantially all the
risks and rewards of ownership to lessee. All other
leases are classified as operating leases.

The Group as lessee

The total rentals payable under the operating
leases are recognised in profit or loss on straight-
line basis over the lease term. Lease incentives
received are recognised as an integrated part of
the total rental expense, over the term of the
lease.

3.18 Foreign currencies

Transactions entered into by group entities in
currencies other than the currency of the primary
economic environment in which it/they operate(s)
(the “functional currency”) are recorded at the
rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are
translated at the rates ruling at the end of
reporting period. Non-monetary items carried at
fair value that are denominated in foreign
currencies are retranslated at the rates prevailing
on the date when the fair value was determined.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

Exchange differences arising from the settlement
of monetary items, and on the translation of
monetary items, are recognised as profit or loss in
the period in which they arise. Exchange
differences arising on the retranslation of non-
monetary items carried at fair value are included
in profit or loss for the period except for
differences arising on the retranslation of non-
monetary items in respect of which gains and
losses are recognised in other comprehensive
income, in which case, the exchange differences
are also recognised in other comprehensive
income.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

REBERFEEMEE @)

3.18 Foreign currencies (Continued) 3.18 Sk (&)

On consolidation, income and expense items of
foreign operations are translated into the
presentation currency of the Group (i.e. Hong
Kong dollars) at the average exchange rates for
the year, unless exchange rates fluctuate
significantly during the period, in which case, the
rates approximating to those ruling when the
transactions took place are used. All assets and
liabilities of foreign operations are translated at
the rate ruling at the end of reporting period.
Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity as foreign exchange
reserve (attributed to minority interests as
appropriate). Exchange differences recognised in
profit or loss of group entities’ separate financial
statements on the translation of long-term
monetary items forming part of the Group’s net
investment in the foreign operation concerned are
reclassified to other comprehensive income and
accumulated in equity as foreign exchange
reserve.

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a
foreign operation on or after 1 January 2005 are
treated as assets and liabilities of that foreign
operation and translated at the rate of exchange
prevailing at the end of reporting period. Exchange
differences arising are recognised in the foreign
exchange reserve.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.19A Financial instruments (accounting
policies applied from 1 July 2018)

(@

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Financial assets

A financial asset (unless it is a trade
receivable without a significant financing
component) is initially measured at fair value
plus, for an item not at FVPL, transaction
costs that are directly attributable to its
acquisition or issue. A trade receivable
without a significant financing component is
initially measured at the transaction price.

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

Financial assets with embedded derivatives
are considered in their entirely when
determining whether their cash flows are
solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt
instruments depends on the Group's
business model for managing the asset and
the cash flow characteristics of the asset.
There are two measurement categories into
which the Group classifies its debt
instruments:

Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Financial assets at amortised
cost are subsequently measured using the
effective interest rate method. Interest
income, foreign exchange gains and losses
and impairment are recognised in profit or
loss. Any gain on derecognition is recognised
in profit or loss.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.19A Financial instruments (accounting
policies applied from 1 July 2018)
(Continued)

(@

Financial assets (Continued)

Debt instruments (Continued)

FVPL: Financial assets at fair value through
profit or loss include financial assets held for
trading, financial assets designated upon
initial recognition at fair value through profit
or loss, or financial assets mandatorily
required to be measured at fair value.
Financial assets are classified as held for
trading if they are acquired for the purpose
of selling or repurchasing in the near term.
Derivatives, including separated embedded
derivatives, are also classified as held for
trading unless they are designated as
effective hedging instruments. Financial
assets with cash flows that are not solely
payments of principal and interest are
classified and measured at fair value through
profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt
instruments to be classified at amortised
cost or at fair value through other
comprehensive income, as described above,
debt instruments may be designated at fair
value through profit or loss on initial
recognition if doing so eliminates, or
significantly reduces, an accounting
mismatch.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.19A Financial instruments (accounting
policies applied from 1 July 2018)
(Continued)

(@)

(b)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Financial assets (Continued)

Equity instruments

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent
changes in the investment’s fair value in
other comprehensive income. This election
is made on an investment-by-investment
basis. Equity investments at fair value
through other comprehensive income are
measured at fair value. Dividend income are
recognised in profit or 10oss unless the
dividend income clearly represents a
recovery of part of the cost of the
investments. Other net gains and losses are
recognised in other comprehensive income
and are not reclassified to profit or loss. All
other equity instruments are classified as
FVPL, whereby changes in fair value,
dividends and interest income are
recognised in profit or 10ss.

Impairment loss on financial assets

The Group recognises loss allowances for
expected credit loss (“ECL") on trade
receivables, contract assets, financial assets
measured at amortised cost and debt
investments measured at FVOCI. The ECLS
are measured on either of the following
bases: (1) 12 months ECL: these are the ECL
that result from possible default events
within the 12 months after the reporting
date: and (2) lifetime ECL: these are ECL that
result from all possible default events over
the expected life of a financial instrument.
The maximum period considered when
estimating ECL is the maximum contractual
period over which the Group is exposed to
credit risk.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.19A Financial instruments (accounting
policies applied from 1 July 2018)
(Continued)

(b)

Impairment loss on financial assets
(Continued)

ECL is a probability-weighted estimate of
credit losses. Credit losses are measured as
the difference between all contractual cash
flows that are due to the Group in
accordance with the contract and all the
cash flows that the Group expects to receive.
The shortfall is then discounted at an
approximation to the assets’ original
effective interest rate.

The Group has elected to measure 0SS
allowances for trade receivables using
HKFRS 9 simplified approach and has
calculated ECL based on lifetime ECL. The
Group has established a provision matrix
that is based on the Group'’s historical credit
loss experience, adjusted for forward-looking
factors specific to the debtors and the
economic environment.

For other debt financial assets at amortised
cost or at FVOCI, the ECL are based on the
12-months ECL. However, when there has
been a significant increase in credit risk since
origination, the allowance will be based on
the lifetime ECL.
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e MBRRME

For the year ended 30 June 2019 & ZE —

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

3.19A Financial instruments (accounting
policies applied from 1 July 2018)
(Continued)

(b)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Impairment loss on financial assets
(Continued)

For loans receivable, ECL is determined by
reference to the estimation of the exposure
at default (“EAD"), probability of default
("PD") as well as a loss given default (“LGD").
The 12-months and lifetime PDs represent
the probability of default occurring over the
next 12 months and the remaining maturity
of the instrument respectively. The EAD
represents the expected balance at default,
taking into account the repayment of
principal and interest from the reporting date
to the default event together with any
expected drawdowns of committed facilities.
The LGD represents expected losses on the
EAD given the event of default, taking into
account, among other attributes, the
mitigating effect of collateral value at the
time it is expected to be realised and the
time value of money.

When determining whether the credit risk of
a financial asset has increased significantly
since initial recognition and when estimating
ECL, the Group considers reasonable and
supportable information that is relevant and
available without undue cost or effort. This
includes both quantitative and qualitative
information analysis, based on the Group'’s
historical experience and informed credit
assessment and including forward-looking
information.

The Group assumes that the credit risk on a
financial asset has increased significantly if it
is more than 30 days past due.

— AFE NS

A SRTR(E=

HREBERFEEMEE @)

— N\t A

— RiEEA Zﬁ"l'ftk%)(ﬁ)

(b)

TRMEEZRERSE (&)

HEKERME @ BHEREE
BRI EEZHRARFAE
(TBHRRRAE]) - BN
RE([BPRAEK]) UARE
HBARE(TEHBEREK]) -
12EAREHELNKARS
BlFEARK12ME A K T AF
MEHRNBEEEH IR -
EARRAERETERENS
8% WEHKEERZED
EHPEZAS RFIBER
Ko A B A H (T ] T8 B HR R
o BHBEARIEHRED
E B E AR B A IE 2 TE R
iR WA R(BREEAM
) FEHSERIKERER
B2 By ERERRRHE
g -

EETEREEZREER

B Y1 ERIAKE Tﬁk%
EmER G RREEEE
B AEEZEHEBLES
i 3B 2 B AN 25 77 {8 AT B
BZRERAREER - It
BRREASEZBELR
REMEEFEFELNES
KEMEERDN - W EEA
HEIEER

MEeREESE0RMNU L -
KEITE’ REBMEENEE
B MR N o



Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

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

3.19A Financial instruments (accounting
policies applied from 1 July 2018)
(Continued)

(b)

(c)

Impairment loss on financial assets
(Continued)

The Group considers a financial asset to be
credit-impaired when: (1) the borrower is
unlikely to pay its credit obligations to the
Group in full, without recourse by the Group
to actions such as realising security (if any is
held); or (2) the financial asset is more than
90 days past due.

Interest income on credit-impaired financial
assets is calculated based on the amortised
cost (i.e. the gross carrying amount less 10ss
allowance) of the financial asset. For non
credit-impaired financial assets interest
income is calculated based on the gross
carrying amount.

Financial liabilities

The Group classifies its financial liabilities,
depending on the purpose for which the
liabilities were incurred. Financial liabilities at
amortised costs are initially measured at fair
value, net of directly attributable costs
incurred.

Financial liabilities at amortised cost
Financial liabilities at amortised cost
including trade payables, borrowings,
amount due to non-controlling interests and
other advance are subsequently measured
at amortised cost, using the effective interest
method. The related interest expense is
recognised in profit or l0ss.

Gains or losses are recognised in profit or
loss when the liabilities are derecognised as
well as through the amortisation process.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3.19A Financial instruments (accounting
policies applied from 1 July 2018)
(Continued)

(d)

(e)

(f)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
asset or financial liability and of allocating
interest income or interest expense over the
relevant period. The effective interest rate is
the rate that exactly discounts estimated
future cash receipts or payments through
the expected life of the financial asset or
liability, or where appropriate, a shorter
period.

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

Derecoghition

The Group derecognises a financial asset
when the contractual rights to the future
cash flows in relation to the financial asset
expire or when the financial asset has been
transferred and the transfer meets the
criteria for derecognition in accordance with
HKFRS 9.

Financial liabilities are derecognised when
the obligation specified in the relevant
contract is discharged, cancelled or expires.
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For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

3198 Financial instruments (accounting
policies applied until 30 June 2018)

(@

Financial assets

The Group’s financial assets are classified as
financial assets at fair value through profit or
loss, loans and receivables and available-for-
sale financial assets. Management
determines the classification of its financial
assets at initial recognition depending on the
purpose for which the financial assets were
acquired and where allowed and
appropriate, re-evaluates this designation at
every reporting date.

All financial assets are recognised when, and
only when, the Group becomes a party to
the contractual provisions of the instrument.
Regular way purchases and sales of financial
assets are recognised on trade date, that is,
the date that the Group commits to purchase
or sell the asset. When financial assets are
recognised initially, they are measured at fair
value, plus, in the case of investments not at
fair value through profit or loss, directly
attributable transaction costs.

De-recognition of financial assets occurs
when the rights to receive cash flows from
the investments expire or are transferred
and substantially all of the risks and rewards
of ownership have been transferred.

At each reporting date, financial assets are
reviewed to assess whether there is
objective evidence of impairment. If any
such evidence exists, impairment 10ss is
determined and recognised based on the
classification of the financial asset.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

(Continued)

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(@) Financial assets (Continued)

(i)

(i)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Loans and receivables

These assets are non-derivative
financial assets with fixed or
determinable payments that are not
quoted in an active market. They arise
principally through the provision of
goods and services to customers (trade
debtors), and also incorporate other
types of contractual monetary asset.
Subsequent to initial recognition, loans
and receivables are carried at
amortised cost using the effective
interest method, less any identified
impairment losses.

Available-for-sale financial assets
These include non-derivative financial
assets that do not qualify for inclusion
in any of the other categories of
financial assets.

All financial assets within this category
are subsequently measured at fair
value. Gain or loss arising from a
change in the fair value excluding any
dividend and interest income is
recognised in other comprehensive
income and accumulated separately in
the available-for-sales investments
revaluation reserve in equity, except
for impairment losses (see the policy
below) and foreign exchange gains and
losses on monetary assets, until the
financial asset is derecognised, at
which time the cumulative gain or loss
previously recognised in equity would
be recycled to profit or 10ss. Interest
calculated using the effective interest
method is recognised in profit or 0ss.
Upon disposal, the cumulative gain or
loss previously recognised in equity is
transferred to profit or 10ss.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

(Continued)

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(@) Financial assets (Continued)

(i)

(iii)

Available-for-sale financial assets
(Continued)

For available-for-sale investments in
equity securities that do not have a
quoted market price in an active
market and whose fair value cannot be
reliably measured and derivatives that
are linked to and must be settled by
delivery of such unquoted equity
instruments, they are measured at cost
less any identified impairment losses at
the end of each reporting period
subsequent to initial recognition.

Impairment of financial assets

The Group assesses, at the end of each
reporting period, whether there is any
objective evidence that financial asset
is impaired. Financial assets are
impaired where there is objective
evidence that as a result of one or
more events that occurred after the
initial recognition of the financial asset,
the estimated future cash flows of the
investment have been impacted.
Objective evidence of impairment could
include:

— significant financial difficulty of
the issuer or counterparty;

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

— granting concession to a debtor
because of debtor’s financial
difficulty; or

— it becoming probable that the
borrower will enter bankruptcy or
financial reorganisation.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

(Continued)

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(@) Financial assets (Continued)

(iii)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Impairment of financial assets
(Continued)

If any such evidence exists, any
impairment loss is determined and
recognised as follows:

For loans and other receivables carried
at amortised cost, the impairment loss
is recognised in profit or loss when
there is objective evidence that the
asset’'s carrying amount and the
present value of estimated future cash
flows discounted at the original
effective interest rate, where the effect
of discounting is material. This
assessment is made collectively where
financial assets carried at amortised
cost share similar risk characteristics,
such as similar past due status, and
have not been individually assessed as
impaired. Future cash flows for
financial assets which are assessed for
impairment collectively are based on
historical loss experience for assets
with credit risk characteristics similar
to the collective group.

For available-for-sale financial assets,
where a decline in the fair value
constitutes objective evidence of
impairment, the amount of the loss is
removed from equity and recognised in
profit or loss. Any impairment losses on
available-for-sale debt investments are
subsequently reversed in profit or l0ss
if an increase in the fair value of the
investment can be objectively related
to an event occurring after the
recognition of the impairment l0ss.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

(Continued)

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(@) Financial assets (Continued)

(iii)

Impairment of financial assets
(Continued)

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to
an event occurring after the
impairment loss was recognised, the
impairment loss is reversed through
profit or 1oss. A reversal of an
impairment loss shall not result in the
asset’s carrying amount exceeding that
which would have been determined
had no impairment loss been
recognised in prior years.

Impairment losses are written off
against the corresponding assets
directly, except for impairment losses
recognised in respect of trade and
other receivables and loans receivable,
whose recovery is considered doubtful
but not remote. In this case, the
impairment losses for doubtful debts
are recorded using an allowance
account. When the Group is satisfied
that recovery is remote, the amount
considered irrecoverable is written off
against trade and other receivables
directly and any amounts held in the
allowance account relating to that debt
are reversed. Subsequent recoveries of
amounts previously charged to the
allowance account are reversed against
the allowance account. Other changes
in the allowance account and
subsequent recoveries of amounts
previously written off directly are
recognised in profit or 10ss.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(b)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Financial liabilities and equity
instruments

Financial liabilities and equity instruments
issued by an entity are classified according
to the substance of the contractual
arrangements entered into and the
definitions of a financial liability and an equity
instrument. 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.

()  Borrowings
Borrowings are subsequently measured
at amortised cost, using the effective
interest method. Any difference
between the proceeds (net of
transaction costs) and the settlement
or redemption of borrowings is
recognised over the terms of the
borrowings.

(i) Other financial liabilities
Other financial liabilities including trade
payables and other advances are
subsequently measured at amortised
cost, using the effective interest
method.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

(Continued)

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(b) Financial liabilities and equity
instruments (Continued)

(iii)

(iv)

Financial liabilities at fair value through
profit or l0ss

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

Financial liabilities may be designated
upon initial recognition as at fair value
through profit or loss if the following
criteria are met: (i) the designation
eliminates or significantly reduces the
inconsistent treatment that would
otherwise arise from measuring the
liabilities or recognising gains or losses
on them on a different basis; (ii) the
liabilities are part of a group of financial
liabilities which are managed and their
performance evaluated on a fair value
basis, in accordance with a
documented risk management
strategy; or (iii) the financial liability
contains an embedded derivative that
would need to be separately recorded.

Subsequent to initial recognition,
financial liabilities at fair value through
profit or loss are measured at fair
value, with changes in fair value
recognised in profit or loss in the period
in which they arise.

Equity instruments

Equity instruments issued by the
Company are recorded at the proceeds
received, net of direct issue costs.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

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

3198 Financial instruments (accounting
policies applied until 30 June 2018)
(Continued)

(c)

(d)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
asset or financial liability and of allocating
interest income or expense over the relevant
period. The effective interest rate is the rate
that exactly discounts estimated future cash
receipts or payments through the expected
life of the financial asset or liability, or where
appropriate, a shorter period.

Derecoghition

The Group derecognises a financial asset
when the contractual right to the future cash
flows in relation to the financial asset expire
or when the financial asset has been
transferred and the transfer meets the
criteria for derecognition in accordance with
HKAS 39. On derecognition of a financial
asset, the difference between the asset’s
carrying amount and the sum of the
consideration received and receivable and
the cumulative gain or loss that had been
previously recognised in other
comprehensive income is recognised in
profit or 10Ss.

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 or payable is recognised
in profit or loss.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

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

3.20 Non-current assets held for sale and
disposal groups
Non-current assets and disposal groups are
classified as held for sale when:

(f)

they are available for immediate sale;
management is committed to a plan to sell;

it is unlikely that significant changes to the
plan will be made or that the plan will be
withdrawn;

an active programme to locate a buyer has
been initiated,

the asset or disposal group is being
marketed at a reasonable price in relation to
its fair value; and

a sale is expected to complete within 12
months from the date of classification.

Non-current assets and disposal groups classified
as held for sale are measured at the lower of:

@)

(o)

their carrying amount immediately prior to
being classified as held for sale in
accordance with the Group’s accounting
policy; and

fair value less costs to sell.

Following their classification as held for sale, non-
current assets (including those in a disposal group)
are not depreciated.

The results of operations disposed of during the
year are included in profit or loss up to the date of
disposal.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.21 Provisions and contingent liabilities

Provisions are recognised for liabilities of
uncertain timing or amount when the Group has a
legal or constructive obligation arising as a result
of a past event, which will probably result in an
outflow of economic benefits that can be
reasonably estimated.

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 economic benefits is remote.
Possible obligations, the existence of which will
only be confirmed by the occurrence or non-
occurrence of one or more future events, are also
disclosed as contingent liabilities unless the
probability of outflow of economic benefits is
remote.

3.22 Share-based payment transactions

Share options granted to employees of the
Group and others providing similar services
The fair value of share options has been
recognised in the profit or loss as share-based
payments.

The fair value of services received is determined
by reference to the fair value of share options
granted at the grant date is expensed in full when
the equity instruments granted vest immediately
unless the compensation qualifies for recognition
as an asset with a corresponding increase in share
option reserve.

At the time when the share options are exercised,
the amount previously recognised in share option
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
option reserve will be transferred to accumulated
losses.
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e MBRRME
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

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

3.23 Cash and cash equivalents
Cash and cash equivalents comprise cash on hand
and deposits held at call with banks, and other
short-term highly liquid investments with original
maturities of three months or less that are readily
convertible to a known amount of cash and are
subject to an insignificant risk of changes in value.

3.24 Employee benefits

Short-term employee benefits

Short term employee benefits are employee
benefits (other than termination benefits) that are
expected to be settled wholly before twelve
months after the end of the annual reporting
period in which the employees render the related
service. Short term employee benefits are
recognised in the year when the employees
render the related service.

Defined contribution pension obligations
The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance. Contributions
are made based on a percentage of the
employees’ basic salaries and are charged to
profit or loss as they become payable in
accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately
from those of the Group in an independently
administered fund. The Group’'s employer
contributions vest with the employees when
contributed into the MPF Scheme.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.24 Employee benefits (Continued)

Defined contribution pension obligations
(Continued)

The employees of the Group’s subsidiaries which
operate in the PRC are required to participate in a
central pension scheme operated by the local
municipal government. These subsidiaries are
required to contribute certain percentage of its
payroll costs to the central pension scheme. The
Scheme is responsible for the entire pension
obligations payable to the retired employees and
the Group has no further obligations for the actual
pension payments or other post-retirement
benefits beyond the employer contributions.
Contributions under the Scheme are charged to
profit or loss as they become payable in
accordance with the rules of the PRC.

The employees of the Group’s subsidiaries which
operate in Sweden and Japan are required to
participate in contributions to defined contribution
retirement plans. Contributions are recognised as
expenses in profit or loss when the services are
rendered by the employees.

3.25 Related parties

(@ 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

(i) is a member of key management
personnel of the Group or the
Ccompany's parent.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES

(Continued)

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

(if)

(Vi)

(vii)

(viii)

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

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

Both entities are joint ventures of the
same third party.

One entity is a joint venture of a third
entity and the other entity is an
associate of the third entity.

The entity is a post-employment benefit
plan for the benefit of the employees of
the Group or an entity related to the
Group.

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

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

The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Group.
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3. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3.25 Related parties (Continued)

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

()  that person’s children and spouse or
domestic partner;

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

(i)  dependents of that person or that person’s
spouse or domestic partner.

3.26 Share capital

Ordinary shares are classified as equity. Share
capital is determined using the nominal value of
shares that have been issued.

Any transaction costs associated with the issuing
of shares are deducted from share premium (net
of any related income tax benefit) to the extent
they are incremental costs directly attributable to
the equity transaction.

3.27 Segment reporting

The Group identifies operating segments and
prepares segment information based on the
regular internal financial information reported to
the executive directors for their decisions about
resources allocation to the Group’s business
components and for their review of the
performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group’s major businesses.

The Group has identified the following reportable
segments: (i) hotel hospitality business; (ii)
provision of money lending services; (iii) new
energy business; (iv) trading and distribution of
liquor and wine; and (v) investments in funds.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

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

REBERFEEMEE @)

3.27 Segment reporting (Continued) 327  EWmE &)

Each of these operating segments is managed
separately as each of the product and service
lines requires different resources as well as
marketing approaches.

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its financial statements
prepared under HKFRSS, except that:

— expenses related to share-based payments
— finance costs

— corporate income and expenses which are
not directly attributable to the business
activities of any operating segment

are not included in arriving at the operating results
of the operating segment.

Segment assets include all assets but assets of a
disposal group held for sale. In addition, corporate
assets and bank balances and cash which are not
directly attributable to the business activities of
any operating segment are not allocated to a
segment, which primarily applies to the Group’s
headquarter.

Segment liabilities include all liabilities but liabilities
of a disposal group held for sale, tax payable and
deferred tax liabilities. In addition, corporate
liabilities which are not directly attributable to the
business activities of any operating segment and
are not allocated to a segment.

No asymmetrical allocations have been applied to
reportable segments.

BRE Fuu&ﬂﬁ%*@%'ﬁﬁﬁ'ﬁﬁﬁ
AKRTISF TR SE&E55E
BAER o

REBRBEBMNBRE LS
BHMMBE N REEMATER
RERBREMBIMELELGR
TSR EAER - A TIA
B :

— AEBRONRZFEX
— BEKE

— GHEEHACAEESE
E£BED 2 ARMARBR

TR D E 2 R
A HEAE P o

DREEBRMBEEE  WHE
HECZHESBZEERSI - Ut
Sh o WIFEEFT AEMEE D
KR RRIBEARRITHE
ﬁ%&fﬁﬁK@ﬁ@EE“*ﬁ TEB
iaEhiaN SRR

NHEABBREMBRE  ERE
HEZHERBZAE  BAH
ANEER AR E - ptoh - W I
BERFARMRED REB D
ZRRABETENREDE -

WEFL A 2R E D EER TS D

“ENFER o BRHEREEERAT

161



162

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that are
believed to be reasonable under the circumstances.

The Group makes judgements, estimates and
assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal
the related actual results. The judgements, estimates
and assumptions 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.

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 expenses.
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 competitors'’
actions in response to severe industry cycles.
Management reassess the estimations at the end of
each reporting period.

Depreciation of property, plant and
equipment

Property, plant and equipment is depreciated on a
straight-line basis where appropriate over their
estimated useful lives, after taking into account the
estimated residual values, if any. The Group reviews the
estimated useful lives, depreciation method and the
estimated residual values, if any, of the assets at least
at the end of each reporting period in order to
determine the amount of depreciation expense to be
recorded during any reporting period. The depreciation
method, useful lives and residual values are based on
the Group’s historical experience with similar assets
and taking into account anticipated technological
changes. The depreciation expense for future periods is
adjusted if there are significant changes from previous
estimates.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

CRITICAL ACCOUNTING ESTIMATES 4. BEESRHARAIER =)
AND JUDGEMENTS (continued)
Income taxes e

The Group is subject to income taxes in Hong Kong, the
PRC, Sweden and Japan. The Group carefully evaluates
tax implications of transactions in accordance with
prevailing tax regulations and makes tax provision
accordingly. However, judgement is required in
determining the Group'’s provision for income taxes as
there are many transactions and calculations of 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.

Estimated impairment of trade
receivables, loans receivable and other
receivables

The Group’s management determines the provision for
impairment of receivables on a forward-looking basis. In
making the judgement, management considers
available reasonable and supportive forward-looking
information such as actual or expected significant
changes in the operating results of customers, actual or
expected significant adverse changes in business and
customers’ financial position. At every reporting date,
the historical observed default rates are updated and
changes in the forward-looking estimates are analysed
by the Group’s management.

Impairment of goodwiill

Determining whether goodwill is impaired requires an
estimation of the recoverable amount of the cash-
generating units to which goodwill has been allocated.
The value in use calculation requires the directors to
estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in
order to calculate the presented value. Details of
impairment assessment are set out in note 19 to the
consolidated financial statements.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

Impairment of non-financial assets (other
than goodwill)

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of
each reporting period. Intangible assets with indefinite
useful life are tested for impairment annually and at
other times when such an indicator exists. Other non-
financial assets are tested for impairment when there
are indicators that the carrying amounts may not be
recoverable. An impairment exists when the carrying
amount of an asset or a cash-generating unit exceeds
its recoverable amount, which is the higher of its fair
value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is
based on available data from binding sales transactions
in an arm’s length transaction of similar assets or
observable market prices less incremental costs for
disposing of the asset. When value in use calculations
are undertaken, management must estimate the
expected future cash flows from the asset or cash-
generating unit and choose a suitable discount rate in
order to calculate the present value of those cash flows.

Amortisation of intangible assets

The Group determines the estimated useful lives and
related amortisation for the Group’s intangible assets.
The useful lives of intangible assets are assessed to be
either finite or indefinite, based on the expected usage
and technical obsolescence from the changes in the
market demands or services output from the assets.
Intangible assets with finite useful lives are amortised
over the expected useful economic lives and assessed
for impairment whenever there is an indication that the
intangible assets may be impaired. The amortisation
period and the amortisation method for the intangible
assets with finite useful lives are reviewed by the
management at least at the end of each reporting
period.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

CRITICAL ACCOUNTING ESTIMATES 4. EEEHEAFIRAE &)
AND JUDGEMENTS (continued)
Valuation of share options granted ERHBREMGE

The fair value of share options granted was calculated
using Black-Scholes valuation model based on the
Group management'’s significant inputs into calculation
including an estimated life of share options granted to
be five years, based on exercise restrictions and
behavioural consideration, the volatility of share price,

EREBERE 2 AFETDRBAR —
HRMGHEERAHE  YRAKEE
EENHERZEABABE(BHEK
BB 2 A At ) - UITER
B RTERE  RERKE - NEFH
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weighted average share prices and exercise price of the AN - BRAFTE R AR KPR S o
share options granted. Furthermore, the calculation

assumes no future dividends.

Fair value measurement ANFEESTE

Certain of the Group’s assets and liabilities included in
the consolidated financial statements require
measurement at, and/or disclosure of, fair value.

The fair value measurement of the Group’s financial
assets and liabilities utilises market observable inputs
and data as far as possible. Inputs used in determining
fair value measurements are categorised into different
levels based on how observable the inputs used in the
valuation technique utilised are (the “fair value
hierarchy”):
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

Fair value measurement (Continued)

The classification of an item into the above levels is
based on the lowest level of the inputs used that has a
significant effect on the fair value measurement of the
item. Transfers of items between levels are recognised
in the period they occur.

The Group measures the following item at fair value:
— Investment properties (note 17)

— Financial assets at fair value through profit or l0ss
(note 25)

For more detailed information in relation to the fair
value measurement of the items above, please refer to
the respective notes.

FINANCIAL RISK MANAGEMENT

(@) Financial risk management objectives

and policies

The Group’s major financial instruments include
available-for-sale investments, trade receivables,
other receivables, loans receivable, amount due
from non-controlling interests, financial assets at
fair value through profit or loss, deposits, bank
balances and cash, trade payables, other payables
and accruals, amount due to non-controlling
interests and borrowings.

The main risks associated with these financial
instruments and the policies on how to mitigate
these risks are set out below. The Group manages
and monitors these exposures to ensure
appropriate measures are implemented on a
timely and effective manner.
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

5. FINANCIAL RISK MANAGEMENT
(Continued)

5. BERBRER»)

(@) Financial risk management objectives (a) BIREMESEEERBEE)

and policies (Continued)

Foreign currency risk

The Group mainly operates in Hong Kong, the PRC,
Japan and Sweden with most of the transactions
denominated and settled in HKS$, Renminbi
(“RMB"), Japanese Yen (“JPY”) and Swedish Krona
(“SEK"), which are the functional currencies of
respective group companies. The Group’s
exposure to foreign currency risk primarily arise
from certain financial instruments which are
denominated in United States Dollar (“USD"),
which are currencies other than the functional
currency. The following table summarises the
Group’s major financial assets denominated in
USD other than the functional currencies of the
respective group companies:

SRR

AEETEREL HE - BAR
KIm SR 2 15 REBD R 5 LA
ERERRZEERABIT - A
RETARR] AE(BHED
K B[ 5B 1) 5B R 45
HoAEETERETIUETT
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2018
—ET-N\F
HK$'000
FAETT

Denominated in USD L2 T 5
Available-for-sale investments AIEEERE - 2,525
Bank balances and cash RITEBRNIES 37 26

The stated changes represent management’s
assessment of reasonably possible changes in
foreign exchange rates over the period until the
next annual reporting date. In this respect, it is
assumed that the pegged rate between the HK$
and the USD would be materially unaffected by
any changes in movement in value of the USD
against HKS.

The Group currently does not have a foreign
currency hedging policy.
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5. FINANCIAL RISK MANAGEMENT
(Continued)

(@) Financial risk management objectives

and policies (Continued)

Credit risk

In order to minimise credit risk, the Group has
policies in place for determination of credit limits,
credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the
recoverable amount of each individual debtor at
the end of each reporting period to ensure that
adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors
of the Company consider that the credit risk is
significantly reduced.

The credit risk of the Group is primarily attributable
to trade receivables, other receivables and
deposits, loans receivable, amount due from non-
controlling interests, pledged bank balances and
bank balance and cash.

The Group considers the probability of default
upon initial recognition of assets and whether
there has been a significant increase in credit risk
on an ongoing basis throughout each reporting
period. To assess whether there is a significant
increase in credit risk, the Group compares the
risk of a default occurring on the assets as at the
reporting date with the risk of default as at the
date of initial recognition.
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

5. FINANCIAL RISK MANAGEMENT
(Continued)

5. MBEAREHE2)

(@) Financial risk management objectives (a) BIREMESEEERBEE)

and policies (Continued)

Credit risk (Continued)

[t considers available reasonable and supportive
forward looking information. Especially the
following indicators are incorporated:

o external credit rating (as far as available)

o actual or expected significant adverse
changes in business, financial or economic
conditions that are expected to cause a
significant change to the counterparty’s
ability to meet its obligations

o actual or expected significant changes in the
operating results of the counterparty

o significant expected changes in the
performance and behaviour of the
counterparty, including changes in the
payment status of counterparties in the
group and changes in the operating results
of the counterparty

A default on a financial asset is when the
counterparty fails to make contractual payments
when they fall due.

Financial assets are written off when there is no

FERRE(E)
AEBEEAEFZAERAR
BRREEER  FRERE T

IR
o AIESMINEERR

. EHESHBIEENE
EEEAREL BB
WERRER R ERB S
KB

s HINREXEBERNEAH
HHEBARE

e HIMRBAXETAEHE
EEAEL  BERERR
Z 75 N RIE S {0 A0

fieh 3 77 2R BE A B BB S A5 & A
R REERMEERL -

fiaf 4B & T2 Y8 HA AJ Ui (=) SRR B - Al

reasonable expectation of recovery. WSS mMEE -
The assessment of credit risk and the estimation FERMHET G RIBEHEEEE

of ECL are unbiased and probability-weighted, and
incorporate all available information that is
relevant to the assessment including information
about past events, current conditions and
reasonable and supportable forecasts of future
events and economic conditions at the reporting
date. In addition, the estimation of ECL should take
into account the time value of money.
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5. FINANCIAL RISK MANAGEMENT
(Continued)

(@) Financial risk management objectives

and policies (Continued)

Credit risk (Continued)

The credit risk of pledged bank balances and bank
balances and cash is limited because the majority
of the counterparties are banks with good
reputation. No impairment had been provided
under 12-month expected credit l0ss assessment.

The Group presumes that the credit risk of loans
receivable has increased significantly since initial
recognition when contractual payments are more
than 30 days past due, unless the Group has
reasonable and supportable information that
demonstrates otherwise. The Group considers
that default has occurred when the instrument is
more than 90 days past due unless the Group has
reasonable and supportable information to
demonstrate that a more backward default
criterion is more appropriate.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

5. FINANCIAL RISK MANAGEMENT 5. MBEAREHE2)

(Continued)

(@) Financial risk management objectives (a) BIREMESEEERBEE)
and policies (Continued)
credit risk (Continued) EERk (&)

The credit risk of loans receivable is determined
based on the combination of the internal and
external credit rating, the average debt recovery,
peer review information and comparison with
publically available data. The Group calculates ECL
using three main components: a probability of
default (“PD"), a loss given default (LGD') and the
exposure at default (‘EAD’). The 12-month ECL is
calculated by multiplying the 12-month PD, LGD
and EAD. Lifetime ECL is calculated using the
lifetime PD instead. The 12-month and lifetime PDs
represent the probability of default occurring over
the next 12 months and the remaining maturity of
the instrument respectively. The EAD represents
the expected balance at default, taking into
account the repayment of principal and interest
from the balance sheet date to the default event
together with any expected drawdowns of
committed facilities. The LGD represents expected
losses on the EAD given the event of default,
taking into account, among other attributes, the
mitigating effect of collateral value at the time it is
expected to be realised and the time value of
money. The total impairment allowance on the
loans receivable as at 30 June 2019 amounted to
HK$141,361,000 has been provided under
expected credit loss assessment, of which
HK$127,148,000 was recognised in the
consolidated statement of comprehensive income
for the year ended 30 June 2019.

“T-NFFR o BRME

EREFRREERR &S RSP
RINEEEFTH - FHEBKK
o RTRATERSREARER
HEMEE - AEBU=FEFZ
KA ERHEERE : 2
HIAE((EBHIAE]) BH
BRE(EHBERE]) RELHR
B ([ A RBRAE]) o 1218
REHEEEBES12@AELD
SRR B A B KR NE LR KR
AEREMAE - 2HEHBEER
ERERFRE2HEONAXE
o 12ERREHENXKAEXES
BIIEARZK 1218 A & T B FIsrF HA
REE A B 4 2 BEER o 12 49 3 e
EIRTEEE NG - WL RE
SRAEZENEHHBE2AE EF
SERREAZRERNEMELR
HX%EO EHBERREBERIRENS
TﬁFH EX R EEZTBEEE -
Wi s R (B IEE M) T8 Epg
iﬁ?ﬁﬁuu{ﬁﬁﬁﬁz%ﬂ CENE
BEREBE R_Z—NAFE~A
=+H BREFRERERRE
141,361,000 T ERIBEFRHEE
EEIGMTRER EF
1271480008 T E RE ZE — &
—NFENA=ZTHLEFEZERE
ZEWNERIER °
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

5. FINANCIAL RISK MANAGEMENT 5.
(Continued)

MEREER &)

(@) Financial risk management objectives (@) BMKEKEEBEERBERE)

172

and policies (Continued)

Credit risk (Continued) FERR(EZ)
An analysis of changes in the gross amount of ElEREBEARA_ZE—NF /A
loans receivables as at 30 June 2019 is as follow: =THEZEHHTUT :

Stage 1 Stage 2 Stage 3 Total

BIRE B2RER FIER b

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

FExT TER THET FERT

Loans receivable FEME FX 19,332 103,012 111,366 233,710
Impairment allowances B B (1,066)  (72,070)  (68,225) (141,361)
Net amounts FRE 18,266 30,942 43,141 92,349

For the trade receivables, the Group carries out
regular review on these balances and follow-up
action on any overdue amounts to minimise
exposures to credit risk. The Group measures the
lifetime expected credit loss based on the
outstanding balances and historical credit loss
experience adjusted to reflect the Group’s view of
current and forecast economic conditions that
may affect the ability of the debtors to settle
receivables. The total impairment allowance
amounted to HK$2,121,000 had been provided
under expected credit loss assessment by using
simplified approach according to the ageing by
due date disclose in note 23, of which
HK$1,079,000 was recognised in the consolidated
statement of comprehensive income for the year
ended 30 June 2019.
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

5. FINANCIAL RISK MANAGEMENT

(Continued)

(@) Financial risk management objectives

and policies (Continued)

Credit risk (Continued)

5. BERBRER»)

(a) MHEREERERBERE)

The loss allowance as at 30 June 2019 was

determined for trade receivables as follows:

FERRE(E)
R-B-NAFEARA=THEHRES
FEWARIARE E < B IR BN T ¢

Expected

credit loss

rate —

weighted Gross

average carrying Loss Net
(%) amount allowance amount

HHEE

EELLE

— mEEH
(%) BEREE ERERE RE
HK$'000 HK$'000 HK$'000
THEL FAET FHEL
Not yet pass due fr) A< 280 2 N/A i 827 - 827
Overdue within 90 days #EI90 HA 1% 148 ) 146
Overdue 91 to 180 days BE9I HE180 B 2% 27 ©) 26
Total mE 1,002 @) 999

“ENEFR o ERHMEREEERAT
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5. FINANCIAL RISK MANAGEMENT
(Continued)

(@) Financial risk management objectives

and policies (Continued)

Credit risk (Continued)

For the other debts instruments, given the short
term nature of these assets, the ECL is had been
provided under 12-month expected credit loss
assessment. The total impairment allowance
amounted to HK$142,000 had been provided
under expected credit l0oss assessment. Reversal
provision of HK$298,000 has been provided in the
consolidated statement of comprehensive income
for the year ended 30 June 2019.

The Group has concentration risk on trade
receivables and loans receivable.

At the end of reporting period, the Group has
concentration of credit risk as HK$140,000 (2018:
HK$1,190,000) and HK$581,000 (2018:
HK$1,826,000) of total trade receivables after
considering the impairment loss due from the
Group’s largest trade debtor and the five largest
trade debtors respectively.

The Group also has concentration of credit risk as
HK$25,683,000 (2018: HK$61,350,000) and
HK$82,234,000 (2018: HK$153,656,000) of total
loans receivable after considering the impairment
loss due from the Group’s largest borrower and
the five largest borrowers respectively.

Interest rate risk

The Group’s interest rate risk arises primarily from
bank balances and borrowings. The Group’s
exposure to the risk of changes in market interest
rates relates primarily to the Group's bank balance
and borrowings with a floating interest rate.
Management closely monitors cash flow interest
rate risk and will consider hedging significant
interest rate exposure should the need arise.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

5. BEEBRER»)

(a) MBEMEEEERBEKE)

FEER (&)
MEMEETEmMS  ARZSE
EEZEHEYE  BHEESE
BIE12EABBEESENET
B o BB EHERE 142,000/ 7T
EREBEEBEEEET AT IRE
1% 2 E/\‘\ESZ;ZF;_T jlﬂz/\ﬂ_"f’
H 1F 5 /= # O 1% 298,000 8 L E
RErE 2 ERERATIRERE -

AEBEZRERENRERE
RESHRER -

RIFERR  AEBEEFEE
ER TR EEREEE
% AEERRKEZEBARA
RESGBBADREXRE S EIK
BRTA 4258 140,000 7t (ZE— N
4 11,190,000 7T ) & 581,000 7
TT(ZZF— )\ : 1,826,000/87T) °

AEBNMAEREERR 1Ty
HRERREEER A58 &
KEBARAKEEADRLER
JEUL & T 48 %E 25,683,0008 7T (—
T — )\ 4 : 61,350,000 7T ) &
82,234,000 (=T — )\ F :
153,656,000 7T ) ©
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

5. FINANCIAL RISK MANAGEMENT
(Continued)

5. MBEAREHE2)

(@) Financial risk management objectives (a) BIREMESEEERBEE)

and policies (Continued)

Interest rate risk (Continued) FERER (E)

As at 30 June 2019, it is estimated that a general fﬁé:%—hﬁf\ﬂ =+H8 " &7
increase/(decrease) of 100 basis points in interest e FF, (B 10018 &S, -
rates, with all other variables held constant, would ﬁﬁ)ﬁﬁﬁ Hfh n] & H = g 35 T
(decrease)/increase the Group's loss for the year hEtRER 7 F m;@gﬂg &;_%mtg‘g

and the accumulated losses by approximately
HK$1,972,000 respectively.

As at 30 June 2018, it is estimated that a general
increase/(decrease) of 100 basis points in interest
rates, with all other variables held constant, would
(decrease)/increase the Group's loss for the year
and the accumulated losses by approximately
HK$3,112,000 respectively.

The sensitivity analysis above was determined
assuming that the change in interest rates had
occurred at the reporting date and had been
applied to the exposure to interest rate risk for
both derivative and non-derivative financial
instruments in existence at that date. The 100
basis points increase or decrease represents
management’s assessment of a reasonably
possible change in interest rates over the period
until the next annual reporting date. The analysis
was performed on the same basis for 2018.

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management,
including raising of loans to cover expected cash
demands, subject to approval by the Company’s
board when the borrowings exceed certain
predetermined levels of authority. The Group’s
policy is to regularly monitor its liquidity
requirements and its compliance with lending
covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines of
funding from major financial institutions to meet
its liquidity requirements in the short and longer
term.

B® S RO D) 8L
1,972,000 BIT °

R-ZZE-N\FXA=1H " HH
RER 7/ (TEE)100EEE, -
mFrA b ] R Z R E
TEH+$EIZ¢WESTE&E%JJES
B D BOR D) EmK
3,112,00078 7T °

ESRE DT TR R R AR
SHERAEEE  BRHANE
BEEZITERETESRT A
F & BB 18 1B H o 3% pn sk
10EESAEEEEHEHEZT —
BEEHRE B H FHIR A =R A] 4
ﬁfﬁz/\ﬁ“@bﬁﬂ’ﬁﬁﬂ?ﬁ =

DT hEE T — \FHREZE
AEHETT o

RBESRR
AEBERNEENKSEERARR
EXRGZHTER ETERESE
EESARNBERREFEE - i
fEERNE THREREKFRY
ARARFERTGIE  AEE
Zﬁkﬁﬁﬁiﬂﬁiﬁ%ﬁi\ﬁ@ﬁi”
RN BFEERS  ARREE
RARRTHEE LETEFK
iR T e M E B 2 AR - A
ENREHZRDHESHFE -
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

5. FINANCIAL RISK MANAGEMENT 5. MBRARER 2

(Continued)

(@) Financial risk management objectives (a) MBRMREEEEZERBEKRE)
and policies (Continued)
Liquidity risk (Continued) REBESERE (&)
The following table details the remaining TREINAEBIETESREE
contractual maturities at the end of reporting RBEHAR B TEHNEEHAF
period of the Group’s non-derivative financial 15 THIREBE A RBLIRIB &R
liabilities, which are based on contractual E(BEKAETHMES (A
undiscounted cash flows (including interest FENFR) AL HAR 2 IRATF
payments computed using contractual rates, or if RABZHESZH) RAREETA
floating, based on rates current at the end of ey XE A HEE

reporting period) and the earliest date the Group
can be required to pay.

Total Morethan ~ More than

contractual Within 1yearbut 2 years but
Carrying  undiscounted 1year or less than lessthan  More than
amount cashflow  ondemand 2years 5 years 5 years

BTARER —Ehg SR-F AW
BAE REREER REX  BORWE  EOREE SREE
HKS'000 HK§000 HK§000 HKS 000 HK§000 HKS 000

THL Fhr T Thr i T

2019 2 k3
Borrowings BE 139,721 142,264 11,876 9,849 120,539 -
Trade payables and accruals g HENEEREER 17,563 17,563 17,563 = = S
Amount due tonon-controlinginterest R ZEERIERSE 70,275 70,275 70,275 - - -
221,565 230,102 99,714 9,849 120,539 -

2018 “E-N\F
Borrowings EE 145928 151,114 1345 9921 127738 -
Trade payables and accruals B SENRERETER 15398 15,398 15,398 - - -
161,326 166,512 28,853 9921 127738 -
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

5. FINANCIAL RISK MANAGEMENT
(Continued)

(b) Fair value
The fair values of the Group’s financial assets and
financial liabilities are determined as follows:

o The fair value of investments in unlisted
private funds as at 30 June 2019 and 2018 is
determined by the Directors of the Company
with reference to the valuation statements
provided by the fund administrator;

o The fair value of compensation from profit
guarantee is determined by the Directors of
the Company with reference to the actual
financial result of Delta Prestige Holdings
Limited and its subsidiaries (the “Delta
Prestige Group”) for the year ended 30 June
2016,

e  The fair value of contingent consideration
payable is determined by Directors of the
Company with reference to the actual result
of the net profit after tax of EPS for the
period from 1 January 2017 to 31 December
2017 for the year ended 30 June 2018.

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

5. MBEAREHE2)

(b) 2¥E
rEEsREERERBEZR
FEETWOT

s RIF-AFR-_ZFTNF
NA=ZTAZIEEMLAE
ERE ZAFEIIBEARE
EER2ENECEEAM
REFEMGEEREETE

o uEAMREMEZIRFELH
ARREERSERFER
ERARDRNRENE AT
(EZFEEEEDH#HE_F
—RNERA=ZTRILEFEZ
ERVIEXEETE

e HEZT-N\FA=FH
IFFE - EASAREAF
BEIYRAARESETE I
RAREEPSH T —+F—
A—HZ-_Z—+t%+—-H
=+ —BHMZ BB &AL T
ERER -

EBYBREEANF7TRET

BN T AFEEFTESERD TR

BRATEFEZEMIA:

hierarchy:

Level 1 — Quoted price (unadjusted) in active markets for identical assets or liabilities.

F1HR — MERBEXEENERTISZME(CREHAR) -

Level 2 — Inputs other than quoted price included within Level 1 that are observable for
the assets or liabilities, either directly or indirectly.

F2/% — BRIBIREEZHREI)  AEESHEER2EESBERAZE -

Level 3 — Inputs for the asset or liability that are not based on observable market data.

FEIMR — WEREBEFEEMSHEEBTECEENABERARRE -
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

5. FINANCIAL RISK MANAGEMENT

(Continued)

(b) Fair value (Continued)

(b)

Level 1
B1R

HK$'000
TR

5. MERBRER»#)

QP EE)

Level 3 Total
B3R #E
HK$'000 HK$'000
FTEx FTERx

Level 2
B2
HK$'000
TET

At 30 June 2019 R-E-NEXA=TH
Assets gE
Compensation from SEAIRERE
profit guarantee - - 20,000 20,000
Investments in unlisted EEMRAEEERE
private funds - 110,015 - 110,015
- 110,015 20,000 130,015

Level 1
F1

HK$'000
THET

Level 3 Total
E 3R BE
HK$'000 HK$'000
FHET FHET

Level 2
E2R
HK$'000
FAET

At 30 June 2018 R-ZE-N\EXA=+H
Assets BE
Compensation from EAREME
profit guarantee - - 30,000 30,000
Investments in unlisted EEMRAEEERE
private funds - 107,356 - 107,356
- 10735% 30000 137,35

The methods and valuation techniques used for
the purpose of measuring fair value are
unchanged compared to the previous reporting
periods. There were no significant transfers of
financial assets and liabilities between Level 1,
Level 2 and Level 3 fair value hierarchy
classifications.
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

5. FINANCIAL RISK MANAGEMENT 5. MERREER %)
(Continued)
(b) Fair value (Continued) (b) 2FEE)

The fair value of compensation from profit
guarantee is a Level 3 recurring fair value
measurement. A reconciliation of the opening and
closing fair value balances are provided as below:

wARBHEZ XA FEBEINR
KEMRNTFEE - TXHIB
VIR RR R EGERE R -

2018
—E-)\F
HK$'000
FHET
Opening balance BRI RR
(Level 3 recurring fair value) (EIREEERATFE) 30,000 80,000
Repayment during the year FRNEE (10,000) (50,000)
Closing balance AR A5 BR
(Level 3 recurring fair value) (BIBEEMLTHE) 20,000 30,000

One of the key significant unobservable inputs to
determine the fair value of compensation from
profit guarantee is the actual financial result of
Delta Prestige Group for the year ended 30 June
2016.

A better actual financial result of Delta Prestige
Group for the year ended 30 June 2016 would
result in a decrease in the fair value of
compensation from profit guarantee, and vice
versa.

BEEaMREMEAFEZE
PHETEEATABEHAH
BRABFEEREBRE_T—X
FRA=ZTHLEFEZERTH

REEEEEEE_T—RFX
A=1THLESEEZERMBERS
BERESHEMNREREZ AFE
BRI RZ IR
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5. FINANCIAL RISK MANAGEMENT
(Continued)

(b) Fair value (Continued)

The fair value of contingent consideration payable
is a Level 3 recurring fair value measurement. A
reconciliation of the opening and closing fair value
balances are provided as below:

— AFE NS

Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

RERBER &)

(b)

DVEE

NS AREBRFEEEIRK
BFUERAFEE - TXHEHIIED
KRN HEEREER

Opening balance AT 48R

(Level 3 recurring fair value) (BIFEEMENTE) S 127,431
Change in fair value of financial BAFEFAEBR

liabilities at fair value through cRMEaEQAFEES)

profit or loss = (131,221)
Exchange realignment PE 5 - 3,790
Closing balance R 4R

(Level 3 recurring fair value) (B3IREHFMERFE) - -

Contingent consideration payable represented the
fair value of remaining consideration to be paid to
the vendor of EPS after 31 December 2017 for the
business combination. Pursuant to the sales and
purchase agreement, the remaining balance of
contingent consideration of SEK137,800,000 shall
be adjusted according to the net profit after tax of
EPS forecasted for the period from 1 January 2017
to 31 December 2017 (“NPAT"). The adjusted
balance is calculated in accordance with the
following formula:

The adjusted balance =  SEK137,800,000 x NPAT/SEK30,000,000

If EPS records a net loss after tax in aggregate in
its financial statements for the period from 1
January 2017 to 31 December 2017, the adjusted
balance shall be deemed as zero. In the event that
the value of the adjusted balance exceeds the
value of the remaining balance of SEK137,800,000,
the Group shall only be obliged to pay the
maximum of SEK137,800,000.
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

5. FINANCIAL RISK MANAGEMENT
(Continued)

5. BERBRER»)

(b) Fair value (Continued) (b) 2FEE)

For the year ended 30 June 2018, based on the
signed agreements and/or sales orders
determined by the Group, EPS would record a net
loss after tax for the period from 1 January 2017 to
31 December 2017. Pursuant to the terms of the
sales and purchase agreement (as amended and
supplemented by the supplemental agreement),
neither the purchaser nor the Company shall be
obligated to pay the balance or the adjusted
balance or any part thereof. The Directors of the
Company are of opinion that the fair value gain of
HK$131,221,000 on the derecognition of the
financial liabilities at fair value through profit or
loss would be recognised in the consolidated
statement of comprehensive income for the year
ended 30 June 2018.

HE—_E—\EXNA=1HLF
- REBEEEBZHEE KA
EEMECHERE  EPSEZ
T—+F—HA—HE_ZT—LtF
+ A=+ BHHEERERTE
% FEE - REEEHE(KHER
WRIERI AT ) 21638 - B
RN R BAX RS B 85
HREERBD - KARARESZR
B RIEEREATES ARG
e mAEEAFEKR
131,221,000 T KRB E =T
—AERNA=THIEFEZ TS
PN RER o

6. TURNOVER AND SEGMENT
REPORTING

6. EXTRSTHWE

6.1 Turnover, which is also revenue, represents the

6.1 =X (AN ER) Th s F LM

amounts received and receivable for goods sold to
outside customers, net of returns and discounts
and sales related taxes, income from hotel
operations, interest income from loans receivable
during the year.

FRRERFTIAREHERBR
HARAIREPHERMZE
Yo Ko FE U SR IR~ B TS 2 B 2 W
A BREFZMBHA -

2018
—E-)\F
HK$'000
FHET

Continuing operations FEREER
Hotel hospitality business B & SR S 7S 33,226 37,383
Money lending services BEER% 22,332 10,859
New energy business Free R E 6,409 7,737
Liquor and wine B E @ 914 3,917
62,881 59,896

“ENFER o BRHEREEERAT



182

Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

6. TURNOVER AND SEGMENT
REPORTING (continued)

6.2 Segment reporting

(@)

Reportable segments

The Group determines its operating
segments based on the reports reviewed by
the chief operating decision-maker that are
used to make strategic decisions. The chief
operating decision-maker has been identified
as the Company'’s executive directors.

During the year ended 30 June 2018, the
Group had completed the disposal of the
electric cycle business. In accordance with
HKFRS 5, the segment of electric cycles for
the year ended 30 June 2018 was presented
as discontinued operations in the Group’s
consolidated financial statements.

During the year ended 30 June 2019, the
chief operating decision-maker has decided
to rename the segment of “investments in
securities and funds” to “investments in
funds” to reflect the current business
activities in such segment.

The Group currently has five reportable
segments. The segments are managed
separately as each business offers different
products and services and requires different
business strategies as follows:

() hotel hospitality business;
(i) provision of money lending services;
(i)  new energy business;

(iv) trading and distribution of liquor and
wine; and

(v) investments in funds

There were no inter-segment transactions
between different operating segments for
the year (2018: Nil). Central revenue and
expenses are not allocated to the operating
segments as they are not included in the
measure of the segments’ results that is
used by the chief operating decision-maker
for assessment of segment performance.

— AFE NS

6. EXTRSEBHE @)

DEHE

(@ WHREDE
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

6. TURNOVER AND SEGMENT

REPORTING (continued)

6.2 Segment reporting (Continued)

(b) Segment revenue and results

6. EXTRSTHWE )

6.2 DEHE (&)

(b) EWEREEA

The following is an analysis of the Group’s
revenue and results by reportable segments.

For the year ended 30 June 2019

AR SRS AEE
W R EEDHT o

BE-ZE—h&A~A=1+H

IEFE

Hotel Money New
hospitality lending energy Liquor Investments
business services business  and wine in funds
BEERE HR
% EERB £% EEER EeR%E
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
TR TR TR TR TR
Segment revenue el 33,226 22,332 6,409 914 - 62,881
Segment (loss)/profit HE(BB)/ &7 (6,771) (106,460  (29,944) (3,091) 4301 (141,965)
Unallocated corporate AARBFARA
income and gains Rz 4,716
Unallocated corporate AARBARE
expenses (Note) (WizE) (32,284)
Finance costs BERA (1,240)
Share-based payment expenses [R{AR FBI% (2147)
Loss before income tax from  FEEME £ 2
continuing operations AR (172,920)
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Notes to the Consolidated Financial Statements
e BERERME

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

6. TURNOVER AND SEGMENT 6. EXTRAEBHRE )
REPORTING (Continued)
6.2 Segment reporting (Continued) 6.2 DERE &)
(b) Segment revenue and results (Continued) (b) DEHWERXEE(E)
For the year ended 30 June 2018 HE—_T—-/\FXA=+H
IEEFE
Hotel Money New
hospitality lending energy Liquor  Investments
business services business and wine in funds
BB ek
% {BERRTS 2% ERER £ERE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TH T TAL T Tt
Segment revenue DM 37,383 10,859 7,737 3917 - 59,89
Segment (loss)/profit HE(BB)/ &7 (1,766) 5,562 (146,210) 12,293 (5652) (135,773)
Unallocated corporate RABATRA
income and gains Rl 420
Unallocated corporate FARAAAY
expenses (Note) (i) (50,635)
Finance costs BERKA (8,170)
Share-based payment expenses k{3 i % (8,032)

Lossbefore income tax from  HELLEK 2

continuing operations HERAERE (202,190)
Note: Unallocated corporate expenses mainly included iz - BE=_ZE—HNER=_ZT—N\FELA
staff salaries, directors’ remuneration, office =+HLEFE  XOBEARBEIE
rental expenses, consultancy fees and BEFEEIHS BEME BA
amortisation of issuance cost of corporate bonds ZHERY EERERALARES
for the years ended 30 June 2019 and 2018. TRLTRRANEESY o
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

6. TURNOVER AND SEGMENT

REPORTING (continued)

6.2 Segment reporting (Continued)

(c)

Segment assets and liabilities
The following is an analysis of the Group’s
assets and liabilities by reportable segments:

EXORSEHRE @)

6.2 DEHmE (&)
() P7EEEKRAE
BAREN RN AEEZ
BENABEBEDIHMD

2018
—T-NF
HK$'000
FET
Segment assets PEEE
Hotel hospitality business B JE BT 575 550,562 546,586
Money lending services BER® 124,357 193,031
New energy business TREIRETS 4,057 18,285
Liguor and wine A E o 72,178 77,379
Investments in funds HEKE 116,054 109,265
Total segment assets DIBEERR 867,208 944,546
Assets of a disposal group HIEHEZHE
held for sale EEEE 91,555 10,341
Unallocated bank ROBLIRTT R
balances and cash kB4 255,851 407,182
Unallocated corporate RO ARIEE
assets (Note) (PfF5E) 57,335 47,638
Consolidated total assets e BERR 1,271,949 1,409,707
ZE-NFFR o ERFHEREBERAT
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

6. TURNOVER AND SEGMENT 6.
REPORTING (continued)

EXORSEHRE @)

6.2 ZTEWE (&)

6.2 Segment reporting (Continued)

186

(c)

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019

Segment assets and liabilities
(Continued)

(0 7HEERAEE)

Segment liabilities SEERE
Hotel hospitality business B JE B 575 145,781 148,440
Money lending services BER® 181 3,573
New energy business TR IR ETE 79,564 5,940
Liquor and wine ELRE 2,663 2,719
Investments in funds HEE 183 260
Total segment liabilities DB ERRE 228,372 160,932
Liabilities of a disposal group  #H{EHEZHE

held for sales EEEaE 402 284
Tax payable FEIRETE 2,618 2,717
Deferred tax liabilities EEHIBAE 71,928 74,258
Unallocated corporate IO ARIERE

liabilities 1,987 32,412
Consolidated total liabilities meEBEER 305,307 270,603

Note:

Unallocated corporate assets mainly comprised of
amount due from non-controlling interests and
compensation from profit guarantee for the years ended

30 June 2019 and 2018.

GEX

ANEARBEETZEBRBE_FT—NF
R=ZE—N\FRA=+HILFEZEKFE
PR R HE i R B s A AR AR R 1



Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

6. TURNOVER AND SEGMENT 6. EXMRAMBE R
REPORTING (Continued)
6.2 Segment reporting (Continued) 6.2 DHERE (&)
(d) oOther segment information (d) HttpE&ER
For the year ended 30 June 2019 BE-ZF-—NFX<A=+H
HFE

Hotel Money New
hospitality lending energy Liquor Investments
business services business  and wine infunds Unallocated Total
BERE HEeR

®%  EERB ¥%  BRER  ESRE ADE 5t
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER TiEx TER TiERx TER TiERx TER

Amounts included in the 3t A% E%FIS
measure of segment BESSE

profit or loss or BEHEZ

segment assets: S8
Additionstonon-current  FEBEIERBEE

assets 1,025 - 316 - - 165 1,506
Depreciation of property, — ¥1% - BE &

plant and equipment RETE (6,172) (28) (867) 3) (154) (1,362) (8,586)
Amortisation of intangible  EFAREE

assets - - (536) = = - (536)
Reversal of written down of  EEIHEES

inventories - = = 1,251 - - 1,251
Impairment loss on property, #1% - iR kiR

plant and equipment HESE - - (2,390) = = = (2,390)
Impairment lossontrade  ESEKERIBRE

receivables B8 (1) = (2) (1,076) - - (1,079)
Impairmentlosson loans  FEERERE

receivable - (127,148) = = = - (127148)
Impairment loss on intangible & ER{ERE

assets - - (6,569) = = = (6,569)
Gain on disposal of a HE—FHBAR

subsidiary icles - = = = - 880 880
Interest income FlBMA - = 1 14 1 1 27
Net surplus on revaluation of #&&¥£EHR%

investment properties s - = = S - 1,614 1,614
Change in fair value of RATEG A B

financial assets ZEBEE

at fair value through ATEES

profit or loss - - = = 5,183 = 5183
Amounts regularly EHREEEE

provided to the chief REERGE

operating decision- WEFASE

maker but notincluded  FISAEIE 2

in the measure of ZeH:

segment profit or loss:
Finance costs RERA (1,121) - (119) = = - (1,240)
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e BERERME

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

6. TURNOVER AND SEGMENT 6. EXMERAMBE R
REPORTING (Continued)
6.2 Segment reporting (Continued) 6.2 THERE &)
(d) Other segment information (Continued) (d) HttaEER (&)
For the year ended 30 June 2018 HE_T-/\FAA=TH
IEEFE

Hotel
hospitality Money New
energy lending energy Liquor  Investments
business Services business and wine infunds  Unallocated

BERS HeR
ESid fEERS E3)S EREm HERE AAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER BT TEx TER TR T

Amounts included in the 3t A2 ERFSR
measure of segment BRI E
profit or loss or segment EE: B

assets: &8
Additions to non-current REFRBEE

assets 273 5 3,659 - - 2,366 6,303
Depreciation of property, WE - BER

plant and equipment SETE (6,209) (308) (688) (559) - (3930) (11,689)
Amortisation of intangible  EF AR

assets - - (24,224) - N = (24,224)
Write-down of inventories ¥Rz S - = = (10,726) = = (10,726)
Impairment loss on AHEHERE

available-for-sale HEEE

investments - - - - (2,705) - (2,705)
Impairment loss ontrade & 5 EMERE

receivables HEBE = = (628) = = = (628)
Impairment losson loans ~ EEWE FRRERE

receivable - (2,441) - - - - (2,441)
Impairment loss on intangble & AR EERE

assets = 2 (151,933) = = = (151,933)
Impairment loss on goodwill  EE& R EEE - - (60,345) - - = (60,345)
Change in fair value of BATEF A B

financial liabilities at fair ZERBE

value through profitorloss AT (&%) = = 131,221 - & - 131,221
Gain on disposal of HERBAR

subsidiaries Fris i - - - 36,177 - - 36,177
Interest income MBMA = = 3 7 - 63 105
Amortisation of issuance cost A FIESET

of corporate bonds RAH = = = = - (751) (751)
Amounts regularly EHEEERE

provided to the chief RERERME

operating decision- YR AL E

maker but notincluded  EFISEE

in the measure of FEZEE:

segment profit or loss:
Finance costs BERK (1,174) (1,09) (86) = = (5.820) (8,170)

188 DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019



Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

6. TURNOVER AND SEGMENT
REPORTING (Continued)

6.2 Segment reporting (Continued)

(e)

Geographic information

The Group’s operations are mainly located in
Hong Kong (place of domicile), the People’s
Republic of China (the “PRC"), Sweden,
Canada and Japan.

The Group’'s revenue from external
customers and information about its non-
current assets (other than financial assets)
by geographical markets are detailed as
below:

6. EXTRSTHWE )

6.2 TEHE (&)
(e) HEHER
AEE LB HIERMRN
BB (REHE) FEAR
HME(THE]) - T - A0
EAMBA -

EHE TS E S A KBRS
SNREP 2R3 RE BRI
ROEE (RREERIN)E
B2 RN ;

Revenue from
external customers

Non-current assets

REMREFE 2 W= ERBEE
2019 2018 2019 2018
—E-hE T )\F —EBE-hF T \F
HK$'000 HK$'000  HK$'000 HK$'000
TET T FHET FETT
Hong Kong BB 22,332 10,859 2,537 8,638
PRC h 2,639 4,091 9 1,242
Sweden T g 4,684 7,563 - 7,538
Canada mnER - - - 1,456
Japan SN 33,226 37,383 | 542,408 536,650
62,881 59,896 = 544,954 555,574

The geographical location of customers is
based on the location at which the goods
and services are delivered. For goodwill and
intangible assets, the geographical location
is based on the areas of operation. The
geographical location of other non-current
assets is based on the physical location of
the assets.

BEPZHBAERINE
mRRBAEMLEME © &
ENEREEIMENET)
mEBHEME o RMIER
PEEIHMIBUEIREE
ZEBRMEME °

“ENFER o BRHEREEERAT
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Notes to the Consolidated Financial Statements
e BERERME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

6. TURNOVER AND SEGMENT 6. EXTRAEBHRE )
REPORTING (Continued)
6.2 Segment reporting (Continued) 6.2 PEB|EE)
() Major customers ) EFEEF
Revenue from a customer in the segment of REFEREEDEREFSMA
new energy business contributing over 10% AEEEEETRIBI10% 2
of the total turnover of Group is as follow: Wesan s -

2018
—E-)N\F
HK$'000
FAET
Customer A * BEA* 4,053 6,309
& Revenue form this customer is less than 10% of 7 BHE-T - NF~A=+H
the total turnover of the Group for the year ended IEFE - RELEP 2 K&
30 June 2019. DRAREEBE TR 10% ©
7. OTHER INCOME AND GAINS 7. Etuig A RIKE
2018
—ZE-)N\F
HK$'000
FAET
Continuing operations HEREER
Bank interest income HRITH EWA 27 105
Additional compensation in @R NIRFR
relation to profit guarantee BRSNS 500 150
Other operating income HAth 48 & A 320 730
Interest income on amount due FEWIEE Hl fE 2
from non-controlling interests A B WA 746 -
Net surplus on revaluation of KREMEER
investment properties (note 17) AFE (MIsE17) 1,614 -
Change in fair value of financial AT ER ABE
assets at fair value through LEREE
profit or 10ss (note 25) RNEEZS (MiFE25) 5,183 -
Other sundry income H bW A 1,196 1,418

9,586 2,403
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

8. LOSS BEFORE INCOME TAX 8. FRMAEGIR

PRS TR B Ty ks, (GEA) T3l

Loss before income tax is arrived at after charging/

(crediting): &IF
2018
—ET-N\F
HK$'000
FHT
Continuing operations BHEREEL
Auditor’s remuneration Z B AN & 2,300 2,100
Depreciation of property, VI - BB REEITE
plant and equipment 8,586 11,688
Amortisation of prepaid lease FE AT £ tth & 1 T 5
payments for land (note 18) (P 3E 18) - 264
Cost of inventories recognised EREBAZ 2 FERA
as expense, including: BIE 22,299 45,742
— (Reversal of)/write-down — (&E) /MREFES
of inventories (1,251) 10,726
Amortisation of issuance cost RNEVEHEITHAEH
of corporate bonds = 751
Amortisation of intangible assets |m A EEE (MEE16)
(note 16) 536 24,224
Impairment loss on loans receivable fEURE FmEE1E (B 5t 24)
(note 24) 127,148 2,441
Impairment loss on trade B 5 W ERIE R EE 18
receivables (note 23) (FF7E23) 1,079 628
Reversal of impairment loss on HM U HRIBRIES
other receivable and deposits REBERE (298) -
Impairment loss on available-for- Al EREREEE
sale investments (note 21) (FF7E21) - 2,705
Impairment loss on intangible | & EREEIE
assets (note 16) (FF7E16) 6,569 151,933
Impairment loss on goodwill RERE B8 (FEE19)
(note 19) = 60,345
Employee benefit expense EERAFXZ
(including directors’ (PRESH:) :
remuneration):
Wages and salaries TENFH® 23,014 28,106
Contributions to retirement RIREAET B R
benefit schemes 2,066 2,706
Share-based payment expenses S TRERE 2K,
to employees NN (327) 1,117
Share-based payment expenses S TR 2 DI R
to consultants 2,474 6,915
ZTE-NFFR o BRFEREEFRLAT 191
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

8. LOSS BEFORE INCOME TAX (Continued) 8. FAeMMEER &)

2019
—B-hEF
HK$'000
FET
Operating lease rentals in KERERS
respect of:
Office premises E/NES /S 5,712
Vehicles B 378
Exchange losses, net (RN gV 4,767
Loss on disposal of property, HEME  BEMEE 2 EE
plant and equipment =
Written off of property, WEEME - BB KRB
plant and equipment (note 15) (PM45E15) 773

2018
—F-N\F

HK$'000
TR

14,093
303

885

430
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—

—HNFERA=ZTHLFE

9. DISCONTINUED OPERATIONS 9.

The Group has no discontinued operations for the year

ended 30 June 2019.

For the year ended 30 June 2018, the Group had
completed to dispose the business of manufacturing
and trading electric cycle (“Electric Cycle Business”) to
independent third parties. Electric Cycle Business
represented separated line of major business and is
classified as discontinued operations for the year.

The results of the Electric Cycle Business for the year

ended 30 June 2018 are as follows:

ERIEEERY

%Zi_? jli/\ﬂ +E|JJ:¢)~L
AR B AR A T

HE-_Z-—N\EXNA=1THILFE"
$Elﬁmﬁﬁﬁ4% F i ERE

EEEHETEER(EFETE
%WD FR BEPHHITHERKEE
BEKIHAEY  UHBEEECRIEE
BEETE o

EHETEEXREBEE_F
= THIEFEZRENT :

BAS:VAV=

2018

—T-N\F

HK$'000

FHET

Turnover HHER a

Cost of sales SHERA 3

Gross profit E A >

Other income and gains HAplg A RS 324

Selling and distribution expenses SHE MO HFAX (1)

General and administrative expenses —MRITHFEX (2,808)

Finance costs BhE B AN (283)

Loss before income tax FTiSTiAT &R (2,768)
Gain on disposal of operations & 275 2 Wess (FitaE 38(b), (), (d)

(note 38(), (c), (d)) 7,697
Income tax expense Frig i 2 i
Profit for the year from discontinued BAR IE IR 2 F N A

operations 4,929
Operating cash outflows ARSI (438)
Investing cash inflows KERERA 313
Financing cash outflows %ﬂ‘ﬁfﬁi}mﬁ (283)
Effect of foreign exchange rate changes, net [& = & &) 5 2558 83
Total cash outflows Be R e (325)
Employee benefit expense of discontinued electric HE-_ZT—N\FA=Z+ALFE"

cycles businesses of HK$695,000 included total wages
and salaries of HK$605,000 and total contributions to
retirement benefit schemes of HK$90,000 for the year

ended 30 June 2018.

“T-NFFR o BRME

B4R IFEF Eﬁi%ﬁ’%ﬂ%%%ﬁusﬂ
56950008 BREIERG S

A 605,000 7 70 LA SRR AR T 51 8144 ?k
4858 90,0008 7T °

FEREBRD R
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

10. DIRECTORS’ AND SENIOR 10. = EERM&LIEA
MANAGEMENT'S REMUNERATION 2
AND FIVE HIGHEST PAID

INDIVIDUALS

ERERE
ERFmAL

Particulars of the remuneration of the directors and the
five highest paid individuals for the year were as follows:

UTAFREERAERBHFALZ
[ =
Year ended 30 June 2019 BE=—F hWFAA=tTHLFE
Contributions
to retirement

benefit
Fees schemes Total

RKBER
ik AR st
HK$'000 HK$'000 HK$'000
TR Ti#x TR

194

Executive directors HITES
Mr. Wong Hin Shek TBBEE 1,950 18 1,968
Mr. Chi Chi Hung, Kenneth FEEEE 390 18 408
Mr. Chan Wai Ki BRIEHLE 520 18 538
Mr. Zhou Danging (note i) B % (i) 57 - 7
Mr. He Mingshou (note iii) (8RS % & (P 131 - 131
Mr. Chan Wing Kit (note iv) PR EID) 68 - 68
Mr. Shek Yat Him (note v) Riedtast (Hy) 49 2 51
Non-executive director FHTES
Mr. Chui Kwong Kau ENIRESE 240 - 240
Mr. Zhou Danging (note i) BFE Sk (ML) 6 - 6
Independent non-executive BYFHTES

directors
Mr. Chiu Wai On BEREE 120 - 120
Mr. Man Kwok Leung EEREL 120 - 120
Dr. Wong Yun Kuen EEERLT 120 - 120
Total o 3,771 56 3,827
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Notes to the Consolidated Financial Statements
FREMBERRME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

10. DIRECTORS’ AND SENIOR
MANAGEMENT'S REMUNERATION
AND FIVE HIGHEST PAID INDIVIDUALS

(Continued)
Year ended 30 June 2018 BE-_ZEZ—N\FA=1tHILFE
Contributions
to retirement
benefit
Fees schemes Total
RIKEF
we FHEIEFR st
HK$'000 HK$'000 HK$'000
FAHT FAHT FET
Executive directors HITES
Mr. Wong Hin Shek THELE 1,950 18 1,968
Mr. Chi Chi Hung, Kenneth EEMEE 390 18 408
Mr. Chan Wai Ki (note i) PRI ST E (FIRED) 315 o 327
Mr. Shek Yat Him (note v) Ak A (M) 236 12 243
Mr. Zhou Danging (note ii) B E xR (FEE) = = 3
Non-executive director FHTES
Mr. Chui Kwong Kau BN 240 - 240
Independent non-executive BIFHTES
directors
Mr. Chiu Wai On BEZLE 120 = 120
Mr. Man Kwok Leung BERLE 120 - 120
Dr. Wong Yun Kuen EEERT 120 - 120
Total o 3,491 60 3,551
Notes: B 5 :

@i

(i)

(iii)

(iv)

Mr. Chan Wai Ki was appointed as executive director with effect
from 9 November 2017.

Mr. Zhou Danging was appointed as executive director with
effect from 21 August 2018. He was re-designated to non-
executive director with effect from 18 October 2018 and
resigned with effect from 26 October 2018.

Mr. He Mingshou was appointed as executive director with
effect from 26 October 2018 and resigned with effect from 1
March 2019.

Mr. Chan Wing Kit was appointed as executive director with
effect from 7 March 2019 and resigned with effect from 3
September 2019.

Mr. Shek Yat Him was appointed as executive director with
effect from 9 November 2017 and resigned with effect from 21
August 2018.

(0]

(iii)

(iv)

REEHELBZERNTESE 8 _F
—tEFE+—-ANLBRERK -

BANEETEZERNTESE 5%
—NFNAZ+—HRER  REAER
FMITEE BT /\FTA+/\B
ER YEBHE BE-F—-—NF+A
ZHNBRAER

HASELERZERNTES A_F
—NFTAZTRARER  WEBE-
B-Z-NF=A—RRER-

BRoKBEELERZERNTESE B_F
—NEFE=ZALRRER YEBE B
E-NFAA=ZRRER -

FaRttEEIANrEs a-F
—+E+—AABRER  WEEE - G
- NENA=F—AREN -

“ENFER o BRHEREEERAT
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &#HE—_Z—NWENA=TtHILFE
10. DIRECTORS' AND SENIOR 10. EEREREEEMESLURA
MANAGEMENT'S REMUNERATION Z2EEHALE

AND FIVE HIGHEST PAID INDIVIDUALS
(Continued)

There was no arrangement under which a director
waived or agreed to waive any remuneration for the
years ended 30 June 2019 and 2018.

Disclosures required by Section 383 of the Companies
Ordinance (Cap. 622), Companies (Disclosure of
information about benefits of directors) regulation (Cap.
622G) and Listing Rules:

(@) The executive directors’ remuneration shown
above was mainly for their services in connection
with the management of the affairs of the
Company and the Group during the years ended
30 June 2019 and 2018.

(b)  The non-executive and independent non-executive
directors’ remuneration shown above were mainly
for their services as directors of the Company and
the Group during the years ended 30 June 2019
and 2018.

(c) None of the directors received or will receive any
termination benefits during the years ended 30
June 2019 and 2018.

(d) During the year ended 30 June 2019 and 2018,
there were no loans, quasi-loans and other dealing
arrangements in favour of the directors, or
controlled body corporates and connected entities
of such directors.

(e) No significant transactions, arrangements and
contracts in relation to the Company’s business to
which the Company was a party and in which a
director of the Company had a material interest,
whether directly or indirectly, subsisted at the end
of the year or at any time during the year (2018:
Nil).
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

10. DIRECTORS’ AND SENIOR
MANAGEMENT'S REMUNERATION
AND FIVE HIGHEST PAID INDIVIDUALS
(Continued)

The five highest paid individuals of the Group include one
(2018: one) executive directors of the Company, details of
whose remuneration are included above. The emoluments
of the remaining four (2018: four) individuals for the year
ended 30 June 2019 were as follows:

10.

AEBRARZRSHFALH HP—R(Z
T—)\F: —RB)BARBNITES
ME 2 M FHFEN EX - SRR (Z
Z-N\F OB)AIRBE_ZT 1N
FRA=ZTHLEFEZMET :

2018

—ET-N\F

HK$'000

FH&T

Wages and salaries TERF® 6,628 6,963
Contributions to retirement RIREAFT B R

benefit schemes 971 1,561

Share-based payment expenses RO RAXR - 981

7,599 9503

Their emoluments fell within the following bands:

HK$500,001-HK$1,000,000

500,001 87T 2 1,000,000 7 7T

HFEALZMENFIATER

Number of individuals
AE

2019
—E-NEF

2018
—E-N\F

HK$1,000,001-HK$ 1,500,000
HK$1,500,001-HK$2,000,000
HK$2,000,001-HK$2,500,000
HK$4,000,001-HK$4,500,000
HK$4,500,001-HK$5,000,000

1,000,001 7% 7T = 1,500,000 7% 7T
1,500,001 7% 7T = 2,000,000 7T
2,000,0017 7T £ 2,500,000 7T
4,000,0017 7T £ 4,500,000 7T
4,500,001 7T £ 5,000,000 7T

I =1 N =
[ [ N |

No share options were granted to non-director, highest
paid individuals in respect of their services to the Group
for the year ended 30 June 2019.

64,500,000 share options were granted to two non-
director, highest paid individuals in respect of their
services to the Group for the year ended 30 June 2018.

There was no arrangement under which the above non-
director, highest paid individuals waived or agreed to
waive any remuneration for the years ended 30 June
2019 and 2018. No compensation for loss of office has
been paid by the Group for any individual for the year
ended 30 June 2019 and 2018.

BE_Z-NFRA=THILFEHRE
FEERSHALHAREERREZR
TR AT RB A HE -

BHE _Z—N\FANA=1+HIEE"
MEHEERSFALIRARNEER
7 IRFS R 64,500,000 17 B A% HE -

BE_ZT-NAFR_ZFT-N\FXA
=tHLEFE LRFEERSHFA
ITHMERBEALHFRRXAERR
T BE-_FT-NLEFR=-F
—NERA=ZTHILFE AXEEY
EEEAA LA RERAE -
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

11.

12.

— AFE NS

FINANCE COSTS 11. MERE
2018
—ET-N\F
HK$'000
FHET
Continuing operations ﬁ%ﬁ'%‘%%"%ﬁ
Interest on corporate bonds RNAEEHHE - 2,785
Interest on bank loans and RITEF &fﬁmﬁ?iﬂ
bank overdraft 1,240 1,258
Interest on other loans HEZF & - 4,127
1,240 8,170
INCOME TAX CREDIT 12. A IRESR
Hong Kong profits tax was provided at the rate of 16.5% BHE_Z-—hLFEZFT-—N\FXA

on the estimated assessable profit arising in Hong Kong
for both years ended 30 June 2019 and 2018. No
provision for Hong Kong profits tax has been made for
the current period as the Group has no assessable
profits arising in Hong Kong.

The subsidiaries established in the PRC are subject to
enterprise income tax (“EIT”) at tax rates of 25% for both
years ended 30 June 2019 and 2018. No provision for
PRC EIT has been made for the current and prior
periods as the Group has no assessable profits arising
in the PRC.

Under the relevant Japan tax regulations, the profits of
the business under tokumei kumiai arrangement which
is distributed to a tokumei kumiai investor after
deducting any accumulated losses in prior years is only
subject to 20.42% withholding income tax in Japan. The
withholding tax is final Japanese tax on such distributed
tokumei kumiai profits and such profits are not subject
to any other Japanese taxes. There is no withholding tax
paid or payable for the both years ended 30 June 2019
and 2018 as there is no profit distribution.

The subsidiary established in Japan is subject to
prefectural and municipal inhabitant taxes on a per
capita basis in accordance with the relevant Japan tax
regulations for the year ended 30 June 2019 and 2018.
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=THRLEMEFE REBELZMA
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(ﬂt%ﬁﬁ SH 1) c AR AEER B Al
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RIBHEBARREHRL  ERBHZ
BEIR T 555 2w F) (R B 1 & R AT
MBAEERDIRE-RERBHK
BE) N BANMEZAB 20.42% 2 FEHFT
B -ENRREHC D IKERBH
Az R B ABIR - A R B
ABHMMEMEM B ARTIA - ARH
RN BBE_T-NERZ
E-N\FERNA=ZTHILMEFELE
BB TEINR -
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

12. INCOME TAX CREDIT (continued) 12. RS IRER &)
The subsidiary established in Sweden is subject to HE_Z-—hLFEZT-—N\FXAH
corporate income tax at tax rates of 22% for the year =tHIEFE NImHERKZZ2HBA
ended 30 June 2019 and 2018. No provision for Sweden RIZBIET R 2% BN EFTBHL - B
corporate income taxes have been made for the current T 7N £5 [ 7R 7K BA ] % 38 1 B Fl O A R
and prior periods as the Group has no assessable T B 2 A B R A 55 M - B 4 h 3 B
profits arising in Sweden. REMEHEL#E -
2019 2018
—Z-hE —E)N\F
Continuing Discontinued Continuing  Discontinued
operations  operations i operations Total
RHERE 2L SEL L B&IE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TExT TExT THT THT THT
Current tax for the year FERENEARE
Hong Kong BE - - - 10 - 10
Japan RN 10 - 10 10 - 10
Deferred tax BREHE (3,998) = (3,998) (39,797) 3 (39,797)
Total income tax credit Fris gl pmsm (3,988) = (3,988) (39,777) - (39,777)

“ENFER o BRHEREEERAT 199



Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

12. INCOME TAX CREDIT (continued) 12. i ERESR (&)
Income tax for the year can be reconciled to the (loss)/ FRNERESGE AW SR AN ZET
profit before income tax per the consolidated statement BEAT(ER) SaHMEEDT

of comprehensive income as follows:

2019 2018
“E-hE TN\
Continuing Discontinued Continuing ~ Discontinued
operations  operations operations operations
g#&LE EARIE
BESEXR LEER FREEESB mexk
HK$'000 HK$'000 HK$'000 HK$'000
TEx TET THL THL
(Loss)/profit before income tax {5 il (B18),/ & H (172,920) - (202,190) 4,929
Tax on (l0ss)/profit before FSHA (B18) /5
income tax, calculated atthe 218 (IRIBHEH K
rates applicable to the tax AEERER
jurisdictions concerned FEE) (30,692) - (37,052) 1,232
Tax effect of expenses not PAMBRST  HBTE
deductible for tax purposes 23,548 - 20,142 773
Tax effect of income not taxable  FEEMA Z i £
for tax purposes (1,662) - (38,347) (2,005)
Tax effect of tax losses AERNBBELZ
not recognised BBy E 4,877 - 15,480 -
Utilization of tax losses PRABEARANEER
previously not recognised (59) - = =
Total income tax credit FisBiEA%E (3,988) - (39,777) -
13. DIVIDEND 13. B2
The Board does not recommend the payment of any EESTEERBE=_ZT—NLF A
dividend for the year ended 30 June 2019 (2018: Nil). = +tREFERNEMBRE(ZZE—N

g o
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #HE=-ZT—NFXA=FTHILFE

14. (LOSS)/EARNINGS PER SHARE 14.
The calculation of basic and diluted (loss)/earnings per

share is based on the (loss)/profit for the year
attributable to owners of the Company and the
weighted average number of ordinary shares in issue

during the year.

The calculation of the basic (loss)/earnings per share
based on the following data:

sk (85R) ‘&2

BREALEE(BR) BHNTEA
ﬂ%*ﬁ/\fﬁﬁlﬁ()&ﬂ%)/}ﬁﬂ
FARETEBRINETFHEEE

tﬂxﬁK(Eﬁ%)/E%'JB?‘ET@J%@EK

Al

2018
—E-)\F

HK$'000
TR

(Loss)/profit for the year attributable  FtEsTtEFREARN S

to owner of the Company for the (BB, &Bflz

purpose of calculating basic and RREIHE AEIEER

diluted (loss)/earnings per share (B1B), /&

— Continuing operations — REREER (154,992) (161,683)

— Discontinued operations — BRI EER - 4,929
Loss from continuing operations and 3k B IS B4 & 275 &

discontinued operations B4R | A ST 2 518 (154,992) (156,754)

Weighted average number of ordinary F{Ezt & &R E
shares for the purpose of (E518) &Rz
calculating basic (loss)/earnings T EAS HNRE S
per share

Number of shares
BRHEE
2019

—E-NF
"000
T B

15,695,532 5,747,861

Diluted loss per share amount for both years were not
presented because the impact of the exercise of the
share options and convertible preference shares was
anti-dilutive. Potential ordinary shares are dilutive when
and only when their conversion into ordinary shares
would increase loss per share attributable to owners of
the Company from continuing operations.

“T-NFFR o BRME

HRTERRE R RRELRAR
RESEWE - WA EZ2FIMEFE

BhREEEESHE EHEETRARER
BEn ST RSB NARAER A
BHFBEREERB cBREBER - 77
EREENE -

FEREBRD R

201



Notes to the Consolidated Financial Statements
e BERERME

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

15. PROPERTY, PLANT AND EQUIPMENT

15. ¥R - EE R

Equipment,
Freehold Leasehold furniture Plant and Motor
land Buildings improvements  and fixtures machinery vehicles
#fE - GRR
KAEELH B RENREE EE£E  HERMS hE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AL AL AL TAL TAL TAL
COST: BA:
At1July 2017 RZE—tFtA-H 194,517 284,615 6,756 7,289 14,289 12,955 520,421
Additions HE = = 2,883 1,786 = 1,634 6,303
Disposals HeE - - (2,204) (4,284) = (1,073) (7,561)
Disposal of subsiciaries e BAT
(note 38(d) (Fir==38(d)) = = (150) (230) (11,559) (175) (12,120
Exchange realignment E3R 4,031 589 68 40 (454) 203 9,786
At 30 Jung 2018 and RZF-NFAA=TA
11Uy 2018 R=F-\EtA-H 198,548 290,513 7353 4,59 2,216 13,544 516,829
Additions NE - 34 1,054 37 N - 1,506
Written off HisH = - (838) (1,351) = - (2,189
Disposal of subsidiaries ~ HEHBAR
(note 33(a)) (P 38(a)) = . - = = (12,103 (12,103
Exchange realignment 3 4,088 5982 (163) 2 9 6 10,033
At 30 June 2019 RZB-NExA=1H 202,636 296,529 7406 3615 2443 1,447 514,076
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. % - BB RS (2)

(Continued)
Equipment,
Freehold Leasehold furniture Plant and Motor
land Buildings improvements  and fixtures machinery vehicles Total
#fE - BRR
KAERLH BT HENERE BE%E  HEREE RE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL BT TAT TAR BT
ACCUMULATED ZIHER
DEPRECIATION AND BERE
IMPAIRMENT LOSSES:
At1uly 2017 RZZF—+Ft+A-H = 4169 5693 4771 11,539 4823 30,995
Provided for the year FRER - 5813 1,63 957 20 3093 11,759
Disposals HE - - (2,208) (3643) - (309) (6,156)
Disposal of subsidiaries HERBAR
(note 38(d) (Fit3E38(d)) = = (169) (260) (11,477) (172) (12,078)
Bxchange realignment B AR - 74 112 63 (30) (387) (168)
At 30 June 2018 and RZZ-N\&
1July 2018 ~NAZTAR
“E-\F+A-H = 10,056 5,068 1,888 292 7,048 24,352
Provided for the year FREE - 5783 724 667 243 1,169 8,586
Written off s - - (617) (799) - - (1,416)
Disposal of subsidiaries HEMBAT
(note 38(a)) ([ 38(a)) - - - - - 7.971) 7.97)
Impairment oss recognised BRZREER - - 1376 853 161 - 239
Bxchange realignment B - 354 (169) 85 59 2 31
At 30 June 2019 RZE-NE
~A=tH = 16,193 6,382 2,694 755 248 26,272
NET CARRYING AMOUNT: BEEE:
At 30 June 2019 RZE-NF
~A=tH 202,636 280,336 1,024 1 1,688 1199 487,804
At 30 Jung 2018 RZE-N\E
~A=tH 198,548 280,457 2285 2,707 1,984 6,4% 492477
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15. PROPERTY, PLANT AND EQUIPMENT

(Continued)
The freehold land is situated in Japan.

At 30 June 2019, property, plant and equipment with an
aggregated carrying value of HK$482,972,000 (2018:
HK$479,005,000) have been pledged to secure banking
facilities granted to the Group (note 34).

Property, plant and equipment with the net carrying
amount of HK$2,390,000 is attributable to the cash-
generating unit of new energy business (“New Energy
Business CGU") with which the goodwill amount is
recognised. As the recoverable amount of the New
Energy Business CGU is lower than its carrying amount,
the directors of the Company considered that an
impairment loss of approximately HK$2,390,000 has
been recognised for the year ended 30 June 2019.
Details of the impairment assessment of that cash-
generating unit are set out in note 19 to the
consolidated financial statements.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

15. MR - BER&ME (2)

KA T AR B o

RZZE-NFANA=+H REEE
/482,972,000 t( —Z T — )\ F:
479,005,000/87T) Z 3% - BE K&
EERERAEEERRITRE 2K
A (FI5E34) »

FRENF1E /52,390,000 T 2 W3 - &
FERREBREFMEREEZRSEL
BA([#EEREBREELEMNM])
EBEBSROEER - NFHRERE
BREEABMZ O SBERE
FREE AAREERRERBE—
ZE-NFRNA=THILFE®BRRE
E518 492,390,000 7T - ML EL B
BB R 2 IR E N R A M R R MY
19 e



Notes to the Consolidated Financial Statements
FREMBERRME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

16. INTANGIBLE ASSETS 16. B EE&E
Non- Sales
Distribution Distribution Patent Production competition  backlog
rights  network Patent use right formula agreements agreements Total
AHE  DHAR BRE SNERE LEEF THINE  HERE @t
(note a) (note b) (note ¢)
(FizEa) (i3Eb) (HfiEc)
HK$'000 HK$'000 HK$'000 f HK$'000 HK$'000 HK$'000
TAT TAL TAT BT BT TR THL
COST: 573
At 1uly 2017 R-E—+%tA—H 154,931 13,538 66,829 41,430 149,526 39,436 15,304 430,994
Disposal of subsidiaries HERBAR (159,565) (13.943) (68432) (42.424) = = - (284,364)
Exchange realignment ST 4,634 405 1,603 994 (7.946) (2,096) 813) (3219)
At 30 June 2018 and RZE-NE
1July 2018 ~NAZTAR
“Z-)\&tf—-H = = = = 141,580 37,340 14,491 193411
Exchange realignment EH A% = = = = (5,749) (1,517) (589) (7,855)
At 30 June 2019 RZE-NE
~AZTA = = = - 135,831 35823 13,902 185,556
ACCUMULATED 2EHERAESE !
AMORTISATION AND
IMPAIRMENT LOSSES:
At1uly 2017 N S o s = 154,931 13,538 66,829 41,430 1476 2778 1,848 288,830
Amortisation for the year — FREH = - - - 14,964 5,561 3699 20,224
Disposal of subsidiaries HERBAR (159,565) (13.943) (68432) (42,424) - - - (284,364)
Impairmentloss recognised 2 AR EEE = - - - 14971 28,134 8,828 151933
Exchange realignment S eh 4,634 405 1,603 994 (1,203) (448) (297) 5,688
At30 June 2018 and RZE-NE
11uly 2018 AB=TER
“F-\§tA-H > = = = 136,208 36,025 14,078 186,311
Amortisation for the year R = = - - 336 131 69 53
Impairment loss recognised 2 AR EEE - - - - 5,041 1,184 344 6,569
Exchange realignment ST = - - - (5,754) (1,517) (589) (7.860)
At 30 Jung 2019 RZE-NE
~NA=TH = = = 3 135,831 35823 13,902 185,556
NET CARRYING AMOUNT:  ERFEIZ{E :
At30 June 2019 RZZ-hE
~AZTH = = = = = = = 2
At 30 June 2018 RZF-NE
~NA=1H = = = = 5372 1,315 413 7,100
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

16. INTANGIBLE ASSETS (continued)

Notes:

@

Production formula represented the production formulation of a
fuel additive named EuroAd and the full right of use to develop
and sale the Product.

Production formula with the net carrying amount of
HK$5,041,000 (2018: HK$120,343,000) is attributable to New
Energy Business CGU with which the goodwill amount is
recognised. As the recoverable amount of the New Energy
Business CGU is lower than its carrying amount, the Directors of
the Company are in opinion that an impairment loss of
approximately HK$5,041,000 has been recognised for the year
ended 30 June 2019 (2018: HK$114,971,000). Details of the
impairment assessment of that cash-generating unit are set out
in note 19 to the consolidated financial statements.

Non-competition agreements represented the agreements
entered with the consultants in which the consultants will not
carry on or be concerned with any business that is substantially
similar to the fuel additive business.

Non-competition agreements with the net carrying amount of
HK$1,184,000 (2018: HK$29,449,000) is attributable to the New
Energy Business CGU with which the goodwill amount is
recognised. As the recoverable amount of the New Energy
Business CGU is lower than its carrying amount, the Directors of
the Company are in opinion that an impairment loss of
approximately HK$1,184,000 has been recognised for the year
ended 30 June 2019 (2018: HK$28,134,000). Details of the
impairment assessment of that cash-generating unit are set out
in note 19 to the consolidated financial statements.

Sales backlog agreements represented the agreements entered
with customers in which the customers have committed
monthly minimum purchase amount for 5 years.

Sales backlog agreements with the net carrying amount of
HK$344,000 (2018: HK$9,241,000) is attributable to the New
Energy Business CGU with which the goodwill amount is
recognised. As the recoverable amount of the New Energy
Business CGU is lower than its carrying amount, the Directors of
the Company are in opinion that an impairment loss of
approximately HK$344,000 has been recognised for the year
ended 30 June 2019 (2018: HK$8,828,000). Details of the
impairment assessment of that cash-generating unit are set out
in note 19 to the consolidated financial statements.

16. EBLRE (&)

GEX

(@)
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

17. INVESTMENT PROPERTIES

17. BB MxE

At beginning of the year F) -
Acquisition during the year F R UEE 80,000
Direct costs attributable to the acquisition WM EEKA 86
Net surplus on revaluation of investment REME 2 EHRRFRE ()

properties (note 7) 1,614
Transferred to assets of a disposal group EREREHECLEELEBEE

held for sales (note 30) (Ff5E30) (81,700)
At end of the year FI -

In March 2019, the Company has completed the
acquisition of investment properties at a consideration
of HK$80,000,000. The consideration and the relevant
direct costs were settled by immediate holding
company on behalf of the Company. Investment
properties are situated in Hong Kong and are held under
medium-term leases.

The fair value of the Company’s investment properties
at 30 June 2019 has been assessed by Vigers Appraisal
and Consulting Limited, an independent professional
valuer. Net surplus on revaluation of HK$1,614,000 has
been recognised in profit or loss for the year ended 30
June 2019.

In April 2019, the Group entered into provisional
agreement for sale and purchase of the entire issued
share capital of Rich Shine, a wholly-owned subsidiary
of the Company, at a cash consideration of
HK$82,820,000. Rich Shine is holding the investment
properties in Hong Kong. The investment properties
held by Rich Shine have been classified as assets of a
disposal group held for sale in the consolidated
statement of financial position. Details are set out in
note 30 to the consolidated financial statements.

R-ZB-NF=F xRFE KK
BIAEWE - {E/80,000,000/87T
ZREREEEER AR ARE
MERERARN - REVELR
A WIRIRFHHEOES -

R-B—REXA=+A AT
BEyE AT ER R E LG ER
BARE A E AR E R A 7T -
E{EREIFE,6140005 T EREE
—E - AEAASTRILEEENE
R -

R-ZZB-NFHEA  AEBEF LR
% - RE SN (E 82,820,000 TEE
AR A2 BN E 2 FRich Shine 282
TR © Rich Shine REE R B R E
¥IZERIch Shine B MR E WX ENAR
BHMBRAARPOBAFBIELEZL
EEBEZEE - ABHENEA PR
FRPFFES0
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17. INVESTMENT PROPERTIES (Continued)

Fair value hierarchy

The fair value of investment properties is a level 3
recurring fair value measurement. A reconciliation of
the opening and closing fair value balance is provided
below.

17.

Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

B’EME2)

DNFEER
REVEATFER/FIARE UL FE
AR FUIRFRATEEHREKRE
ZIEAR e

Opening balance (level 3 recurring fair value)

FOER(E3REEERFE)

80,000

Acquisition during the period HA A U B
Direct costs attributable to the acquisition Wi e (G B AN 86
Net surplus on revaluation of investment REME 2 EHRRFRE (7))

properties (note 7) 1,614
Transferred to assets of a disposal group EREREHECHESRBEE

held for sales (note 30) (MI3E30) (81,700)
Closing balance (level 3 recurring fair value) &R &8 (B3R EE L FE) -
Change in unrealised gains for the period HAMASA=1THEEE

included in profit or loss for assets held FFABRZREEH

at 30 June Wz &8 1,614

During the year ended 30 June 2019, there were no
transfers between Level 1 and Level 2, or transfers into
or out of Level 3. The Company'’s policy is to recognise
transfers between levels of fair value hierarchy as at the
end of the reporting period in which they occur.

For the fair value measurement for investment
properties in Hong Kong under direct comparison
method, it is assumed that each of the properties is
capable of being sold in its existing state with the
benefit of vacant possession and by making reference
to comparable sales evidence as available in the
relevant markets.
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

17. INVESTMENT PROPERTIES (Continued) 17. REYE 2)
Fair value hierarchy (continued) DR EEHE)
One of the key inputs used under direct comparison TEREMER  RBIEBEEZELEAFE
method in valuing the investment properties was the BZFEHABEZ —AFFEFRE
price per square feet and taking into account of location B Bt RUEREMERIEZE -
and other individual factors. The price per square feet BT B & 75 WRB A A47,0087 It °
used is HK$47,008. An increase in the price per square FEHREE EASEFIREMENT
feet would result in an increase in the fair value Bt EEREN - R ZINA
measurement of the investment property, and vice
versa.
The fair value measurement is based on the above REEDNFERBE LAYMEZZERAR
properties’ highest and best use, which does not differ EERE  ZERAEEETRARY
from their actual use. mANE] o

18. PREPAID LEASE PAYMENTS FOR 18. Aft LR
LAND

At beginning of the year =) - 10,147
Amortisation during the year F R - (264)
Transferred to assets of a disposal ~ EEFF{EHE 2 HESE

group held for sale (note 30) & (MF5E30) - (10,309)
Exchange realignment B 5 FA % - 426
At end of the year FR = -
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Notes to the Consolidated Financial Statements
e BERERME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

19. GOODWILL 19. &
HK$°000
FET
COST: RN :
At 1 July 2017 R-_ZE—+&+HA—H 863,150
Disposal of subsidiaries HEMBEAR (761,407)
Exchange realignment Ve i 8 14,599

At 30 June 2018 and 1 July 2018 RZZE—N\FA=+HK

—F-—N\FtH-H 116,342
Exchange realignment ME 5, B (5,957)
At 30 June 2019 R-E—NFA=FH 110,385
ACCUMULATED IMPAIRMENT LOSSES: REPBEES !
At 1 July 2017 R-_ZE—+F+H—H 749,688
Impairment loss during the year FRREEE 60,345
Disposal of subsidiaries HERBE AR (761,407)
Exchange realignment PE H R 11,719
At 30 June 2018 and 1 July 2018 RZZE-—N\FA=ZF+HK

—T-N\FtH—H 60,345
Exchange realignment ME H, B (7,110)
At 30 June 2019 RZZE—NEASA=+H 56,2385
NET CARRYING AMOUNT: BRIENRE :
At 30 June 2019 R-E—NFA=+H 57,150
At 30 June 2018 RZZE-N\FA=1H 95,997

AETHENR  BEDEREATA
MR eELEM (REELEM])

For the purpose of impairment testing, goodwill is
allocated to the cash generating units (“CGU") identified
as follows:

HK$'000
TR

Year ended 30 June 2019 BE-Z-hFRA=ZtHLEFE
Hotel hospitality business B JE RF T 57,150
New energy business Y -

57,150
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e MERERME

For the year ended 30 June 2019 #HE=-ZT—NFXA=FTHILFE

19. GOODWILL (Continued) 19. B8 (&)

HK$'000
TR

Year ended 30 June 2018 BE-Z-N\FRA=tHLEFE

Hotel hospitality business B G RFETS 55,997

New energy business REREETS 2
55,997

Notes: Mt 3T

Hotel hospitality business BERIFES

The goodwill was arising from the acquisition of hotel hospitality. The EEELABWBBERETER - T—AEN

goodwill with the carrying amount of HK$57,150,000 as at 30 June 2019
(2018: HK$55,997,000) is allocated to the cash generating unit of hotel
hospitality business (“Hotel Hospitality Business CGU").

The recoverable amount of the Hotel Hospitality Business CGU is
determined by the Directors of the Company with reference to a
valuation report issued by an independent qualified valuer. The
recoverable amount of the Hotel Hospitality Business CGU has been
determined from fair value less cost of disposal, which is primarily
making reference to the recent sales of similar transactions in the
market. The Directors of the Company are in opinion that no
impairment loss (2018: Nil) was considered for the year ended 30 June
2019.

The fair value less cost of disposal of Hotel Hospitality Business CGU is
Level 3 recurring fair value measurement.

The key significant unobservable inputs to determine the fair value less
cost of disposal are the discount on age and condition of the hotel
property. The higher discount on these factors would result in a lower
the fair value less cost of disposal of the Hotel Hospitality Business
CGU, and vice versa.

H,Jraﬂﬁﬁfﬁz%szwo,ooo,%m(_% I\ :
55,997,000 70) 2 B T H R EBEEREEE 2
BeELBEMN (DEERGFEFRRSELEMN]) -

BERGEBREELBM 2 TRESERAR
AEEK2E 2R YA ARMBEMAERMGE
WEMETE < BEFFEBREEEEM AT
EE&BIAAFEREERAMEE - EX 822
EMig L BURSHE - ARBEZERE
BE_ZT-NFAA=THLFERRSILER
BEER(CZE-N\F £ -

BERGEBREELEM  AFEBEERA
BEIREEUEATENE -

EERAFEREEXAZEEZERTABEEA
B REEYE 2 BER MRORBER © 1k R KR
Bam EERTEBREELBEMZAFE
W ERARE - RZIR °

“ENFER o BRHEREEERAT
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For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

19. GOODWILL (Continued) 19. B2 (&)

Notes: (Continued)

New energy business

The goodwill was arising from the acquisition of new energy business.
The carrying amount of goodwill is nil as at 30 June 2019. The goodwill
with the carrying amount of HK$60,345,000 (before the impairment
loss) as at 30 June 2018 is allocated to the New Energy Business CGU.

For the year ended 30 June 2018, the recoverable amount of the New
Energy Business CGU is determined by the Directors of the Company
with reference to a valuation report issued by an independent qualified
valuer. The recoverable amount of the New Energy Business CGU has
been determined from value-in-use calculation. The calculation used
cash flow projections based on latest financial budgets approved by
the management covering a period of 5 years and at a pre-tax discount
rate of 28.2%. The cash flow projections beyond the 5 years periods
are extrapolated using a growth rate at 3%. Cash flow projections
during the budget period are based on the expected gross margins
during the budget period. Budgeted gross margins and growth rate
have been determined based on past performance and the Group
management’s expectations for the market development and future
performance of the New Energy Business CGU. The discount rate is
determined based on the cost of capital adjusted by the specific risk
associated with the New Energy Business CGU. As the recoverable
amount of the New Energy Business CGU amounted to HK$10,241,000
is lower than its carrying amount, an impairment loss of HK$60,345,000
has been recognised for the year ended 30 June 2018.

For the year ended 30 June 2019 the recoverable amount of the New
Energy Business CGU is determined by the Directors of the Company
with reference to a valuation report issued by an independent qualified
valuer. The recoverable amount of the New Energy Business CGU has
been determined from value-in-use calculation. The calculation used
cash flow projections based on latest financial budgets approved by
the management covering a period of 5 years and at a pre-tax discount
rate of 25%. The cash flow projections beyond the 5 years periods are
extrapolated using a growth rate at 3%. Cash flow projections during
the budget period are based on the expected gross margins during the
budget period. Budgeted gross margins and growth rate have been
determined based on past performance and the Group management’s
expectations for the market development and future performance of
the New Energy Business CGU. The discount rate is determined based
on the cost of capital adjusted by the specific risk associated with the
New Energy Business CGU. The recoverable amount of the New Energy
Business CGU is considered as nil at 30 June 2019.
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HEERER

RAEEEERBFERER  R=ZZ—NF~A
=t+EYERERERE R N\EX A=+
B 7 £ BRI {E 4 60,345,000 58 7T CRUE &5 18 A1) T3
PREHEEREBRSEEEN -

BE_ZT\FAA=ZTHLEE  MERES
REeEABUZAINESRHARRESTLL2E
—EBEUABREEMAERGEERE MEE
MR F BN S EEE M 2 AT & TR E A
BEFESH - WA BEARAREEREEIEL
BHMBREELZRESRETN  RERFH
- WIRBIATAL IR R 28.2% AL TR - A FHIRIfA 2
BenERANRMERKRI%EL - HEHE
Z B RERRTRIBEIRE B 2 BHERN EE
o MEEFERIERETDREBERBTARA
SEEEERENEREBRCELEMN NS
BRNARKBAMETE - B R TIRBEHEIR
RS EE B 2 AR ERR AR ZEARK
AMETE - ARHEREB R R ELE B A AT
Bl & #810,241,000 8 TR RN EL AR EE - SRULEE
TE-N\FRAZTHLFEERRBBEER
60,345,000 % 7T ©

BE_T-NFAA=ZTHLEFE  MERES
ReEABUZ A NESERARAERLR2E
—EBBIYABERMEEMMAERGEREMETE
ORISR S EEE N 2 AT Bl & 5 TR E A
BEFESH - WA EERAREEREIEL
EHMBREEHZRERETRY  RELFH
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

20. INTERESTS IN AN ASSOCIATE

20. REIERFIZHES

2019

—EB-NEF

HK$'000

FExT
At beginning of the year F1 = w

Subscription of the shares of R E N RRG

an associate - 5
Share of loss for the year DR FERNEE = )
At end of the year FR - —

Details of the Group’s associate are as follows:

Particulars of Place of
Name of company issued capital incorporation
NCEE ERITRAFE A 11 A 3L 1t B
Zhongke International  HK$10,000 Hong Kong
Finance Limited
RRIEIR 2BBR AR 10,0007 )

In the opinion of the Directors of the Company, an
associate is not significant to the Group.

The Group has not recognised its share of loss of an
associate for the year ended 30 June 2019. The carrying
amount of the Group’s interests in an associate of
HK$4,900 was fully impaired in a previous financial year.
The amount of unrecognised share of losses of that
associate extracted from the relevant unaudited
management account of that associate is as follows:

REE 2 BENTFBAT ¢

Percentage of
interest held Principal activities
FrERERS T TEER
49% Dormant during
the year
49% FRATELLEB

ARREFERR BEQRYHAKE
WEBRFE -

BE_T-NAFAA=THLFE"
AERE W EERE OGBS A RERE ©
7S B A B = 1 B B HE 58 R T 1B 4,900
ALTRE—EHBRFEED ZEBIE -
MixERBE QAR HEREERERE
P ARERD R EAREESR
LI

2019
—E-NF

HK$'000

The unrecognised share of loss of
an associate for the year B8

Cumulative unrecognised share of
loss of an associate BB

FTERT

FRRBRHEB LA

256 61

REFRFERD (5L R 7]

317 61

The Group has not incurred any contingent liabilities or
other commitments relating to its interests in an
associate.

SR B 5 H R 1 R 2 R
A (E TSR A B B R ©
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e BERERME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

21.

22.

AVAILABLE-FOR-SALE INVESTMENTS

21. WTHHERE

2019
—EB-NEF

HK$'000
FTET

Investments in unlisted private funds M3k F LA E S HRE

= 107,356

Note:

For the year ended 30 June 2018, the decline in fair value of one
investment was amounted to HK$2,705,000 was considered as
significant or prolonged. An impairment loss of HK$2,705,000 has been
recognised which has been dealt with in the consolidated statement of
comprehensive income for the year ended 30 June 2018. The increase
in fair value of the other investments of HK$6,333,000 has been dealt
with in other comprehensive income and available-for-sale
investments revaluation reserve for the year ended 30 June 2018.

The fair value of the unlisted private funds is Level 2 recurring fair value
measurement.

As disclosed in note 2(a)(A)(i), investments in unlisted private funds
were reclassified from available-for-sale investments to financial assets
at fair value through profit or loss upon the adoption of HKFRS 9.
Details of the financial assets at fair value through profit or loss are set
out in note 25 to the consolidated financial statements.

INVENTORIES

Wi

BE_Z—N\FAA=ZtTHLEEE —HBAKREZ
AN F{EREE A 22,705,000 78 T4 AR A B K Bk AR
B A o BIEE1E 27050008 TERBEE - —/\
FARA=THLEFEREEHEBERPERE - H
I E 2 A {EHEE 6,333,000 8 TEREE_Z
—\EXNA=THLEFEZEM2EEKA KA #
HERESHFEETER -

FETRAZENAFERF 2RKEFEEATE

e

NP RE 2@)A) FT IR R - MR BB B IS
ZERIE ISR » MIELMAAZSHIRE B A #
HERBEBMOBRARATEMAARGEZSHE
E - BATERABRRZEREEFBRREA
B FS SRR FE 25 -

22. ¥R

2019
—EB-hEF

HK$'000
TERT

HFEm
7

Consumables
Merchandise

214 230
50,674 56,395

50,888 56,625
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Notes to the Consolidated Financial Statements

=8 MR

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

23. TRADE RECEIVABLES, OTHER . B
RECEIVABLES, DEPOSITS AND H-#Zeé&RAft
PREPAYMENTS

Trade receivables =) e 3,120 4,624
Less: Provision for impairment losses & : JGi{EE5 1B B (2,121) (1,126)
Trade receivables, net (note a) B S BRI FEE (fista) 999 3,498
Other receivables H b e W 5178 17,882 16,470
Prepayments for purchase BEMEMNRE - 932
Other deposits and prepayments Habizs RIBN A

(note b) (fIzED) 9,642 36,294

28,523 57,194

Notes: BisE
(@  The Group allows an average credit period of 0 to 90 days to its (@ AEEATHESEREBTHEESAN

trade receivables.

The ageing analysis of trade receivables, net of provision for
impairment losses, based on invoice date, is as follows:

F0ZE9H

BERZAHEHRREEBRREBERZES
FENBRIARRER DATAN T

Within 30 days 30HA 827 2,094
31-60 days 31E260H 129 45
61-90 days 61ZE90H 17 21
Over 90 days 90 H A E 26 1,338

999 3,498

The movements in the expected credit loss for trade receivables
for the year ended 30 June 2019 are as follows:

At 30 June 2018 under HKAS 39 as originally stated R =—ZT— \Fx A=+ BREF SR

HE—Z-NAFA=THILFEEHRE
WiRB REIEEERESHMT

2019
—g-nF

HK$000

%395 (RIREZT) 1,126
Effect on the adoption of HKFRS 9 BB B RELERIFE O 2 572 40
At 1 July 2018 under HKFRS 9 as restated NZZ—N\FtA—BREEEMHRE 2R

E 95 (K& =7) 1,166
Expected credit loss for the year FREBEESE 1,079
Exchange realignment [ 5 FA (124)
As at 30 June 2019 RZZE—hEFA=1+H 2,121

“ENFER o BRHEREEERAT
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e MEERRME

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

23. TRADE RECEIVABLES, OTHER
RECEIVABLES, DEPOSITS AND
PREPAYMENTS (Continued)

Notes: (Continued)

(@)

The movements in the impairment for trade receivables for the
year ended 30 June 2018 are as follows:

23. BHEWKRIR -
R -HBeREMT

il B Mr 3%

(%)

o ot

BiRE : ()

(@)

HE_ZT—\FRA=THBIIFEEFE
WERIR 2 BEE ST

2018

T N\F

HK$'000

FHT

At 1 July 2017 R-ZE—+FtA—H 82,753
Impairment loss for the year FRREEE 628
Disposal of a subsidiary HEHE AT (83,714)
Written off of trade receivable 5 E 5 eI ERTE (127)
Exchange realignment R 1,586
At 30 June 2018 R-_ZE—N\FXA=+H 1,126

Included in the provision for impairment losses is individually
impaired trade receivable with balance of HK$1,126,000 as at 30
June 2018 from trade debtors who have been in severe financial
difficulties.

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired is as
follows:

RZZE—NFRA=TH HEGEERE
BREEAEEREVBRNHELESHEBEA
ZHEMNBREEZRERKEE SR
1,126,000 7T °

W EAE R R KRR IEREZ R S EUKARIR
BRECDHTIAT

2018
—E-N\EF

HK$'000

Neither past due nor impaired B 7R 180 HA TR R (B 2,100
Less than 1 month past due BH DR —1{E A 42
1to 3 months past due mE—==AA 33
More than 3 months past due BME=EANUE 1,328

3,498

As at 30 June 2018, trade receivables that were neither past due
nor impaired relate to customers for whom there was no recent
history of default.

Trade receivables that were past due but not impaired relate to
independent customers that have a good track record with the
Group. Based on past experience, management believes that
no impairment allowance is necessary in respect of these
balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable as
at 30 June 2018.

The Group does not hold any collateral over these balances.
As at 30 June 2018, the balances mainly included the sales loan
receivable of HK$18,000,000 and the deposit for the office. The

Group has received the settlement of sales loan receivable
during the year ended 30 June 2019.
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JRE L2 85 %5 & 5% 18,000,000 78 7T B i A =2
ToBE_T-NFNA=ZTHLEFE
REEEDENRUCHERR -



Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

24. LOANS RECEIVABLE 24. B ER

Gross loan and interest receivables

Less: Impairment losses allowances & : JR{EE 1B

W E RN R B AR R

2019
—EB-NEF

HK$'000
FTER

233,710
(141,361)

169,723
(2,447)

92,349 167,282

As at 30 June 2019, the loans receivable with gross
principal amount of HK$219,882,000 (2018:
HK$164,122,000) in aggregate and related gross interest
receivables of HK$13,828,000 (2018: HK$5,601,000) were
due from ten (2018: nine) independent third parties.
These loans are interest-bearing at rates ranging from
5.5% t0 20% (2018: 7% t0 20%) per annum. All the loans
were repayable within twelve months from the end of
the reporting period and therefore were classified as
current assets at the reporting date.

As at 30 June 2018, all the loans receivable were
unsecured. As at 30 June 2019, the Group hold collateral
over loans receivable with gross principal amount of
HK$102,500,000 (2018: Nil).

Impairment loss of HK$127,148,000 (2018:
HK$2,441,000) has been recognised in the consolidated
statement of comprehensive income for the year ended
30 June 2019.

R-ZBE—AFA=1+H KT
H(ZE—NF: WBR)BIFE=ZAAR
248584 $£219,882,000/8 T (ZE— N\
F 1 164,122,000 70) M AR E U T &
48 %813,828,000/8 t( =& — )\ & :
5,601,000/ 7L) 2 B - ZEERIRF
FESSEBENB(ZFE—N\F: 78
F20E):HE - FTAEERENRERR
BT-—_EARNEE Bt R®EH
HESERRBEE -

R_ZBE—-—NFEXNA=1+H8 FrEEK
ERHERFE - R_FT—NLFXA
Tt+R AEBERAEREA
102,500,000 7T 2 & U B 35 5 K4
m(ZE—N\F : &) -

BB B 18127,148,0008 7T ( — & — N\
F:2,401,0008L) ERBE=ZZ—N
FRNAZTHLEFEMNGAZERE
KPR -
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For the year ended 30 June 2019 &#HE—_Z—NWENA=TtHILFE

24. LOANS RECEIVABLE (continued) 24. EME®R (&)
The movements in the impairment losses allowances BE_ZE—NFNA=ZTHIEFE -
for loans receivable for the year ended 30 June 2019 are FEWE T 2 BRI RS EET
as follows:
2019
—E-NF
HK$'000
THET
At 30 June 2018 under HKAS 39 as RZE—N\FEA=+HRESRE 2,441
originally stated S HER|ERIMETE 27
Effect on the adoption of HKFRS 9 KRBT BHMELEREIFR 2 HE 12,910
At 1 July 2018 under HKFRS 9 as restated RZE—N\ELA—BRERSE 15,351
B 2RI 9 SR E T
Expected credit loss for the year FANEAEEEE 127,148
Written off of loans receivable T 55 FE UK & 3K (2,441)
Adjustment on interest receivables arising AR REERE £ 2 BT E 1,303
from the impaired loans
At 30 June 2019 —E-NEFEARA=1H 141,361
The movements in the impairment losses allowances BE_ZE—N\F~A=THIEFE "
for loans receivable for the year ended 30 June 2018 are FEWE R ZREBEEREEBEES T :
as follows:

At 1 July 2017 —ET—+F+HA—H 5,199
Impairment loss for the year FRREEE 2,441
Written off of loans receivable T SH e = 3K (5,199
At 30 June 2018 —E-N\FRA=1+H 2,441
The ageing analysis of loans receivable that are neither RZE—N\FA=T El iz 45 1[& B =k
individually nor collectively considered to be impaired HERERE Z EWE K EREE 5 T 0
as at 30 June 2018 is as follows: ‘|? :

Neither past due nor impaired E%?Ef@ﬁﬁﬁﬁﬁi)ﬁﬁ 136,802
1to 3 months past due wmH—= =18 A =
Over 3 months past due BEI=EA LA 30,480

167,282
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For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

25. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

25. BAFEHARSZEMEE

Compensation from profit guarantee

it MR B i (E (KT EE @)

(note (a)) 20,000 30,000
Investments in unlisted private funds A IEEHAAESHIRE

(note (b)) (F3E (b)) 110,015 _

130,015 30,000

Less: Non-current portion o IERENEL D (110,015) -
Current portion mENE D 20,000 30,000
Notes: a5 -
(@  0On 29 May 2015, the Company issued 700,000,000 consideration (@ RZT—AFHRAZT+IA KNAAET

shares as the consideration for the acquisition of 85% issued
share capital of Delta Prestige Group.

Pursuant to the acquisition agreement, the vendor has
irrevocably warranted and guaranteed to the Company that the
after-tax audited consolidated net profit of Delta Prestige Group
in accordance with Hong Kong generally accepted accounting
principles for the year ending 30 June 2016 shall not be less
than HK$100,000,000 (the “Profit Target”). In case Delta Prestige
Group cannot achieve the Profit Target, the vendor will
compensate to the Company in cash. The compensation is
calculated in accordance with the following formula:

The compensation = Profit Target — Audited net profit

If Delta Prestige Group records an audited net loss for the year
ending 30 June 2016, the audited net profit will be deemed as
zero for the purpose of calculation of the compensation.

With reference to the operating resulting of the Electric Cycle
CGU for the year ended 30 June 2016, the Directors are of the
opinion that the electric cycles business is not likely to meet the
Profit Target. The fair value of compensation from profit
guarantee is determined by the Directors with reference to the
actual financial result of the Delta Prestige Group for the year
ended 30 June 2016.

700,000,000 i (R (B IZ 15 + 1E BB ERE
{EEE85% B TRA 2 IE -

RBWE G - BHERARE AL
WRERER  BREFRERBE_F
—ANEFERAZTHLEFEREBLARER

RAREZ FREEEZES AN BT
100,000,000 T (DEFI B 1% ) - BZ[E
EEEMEREEIENEF  BHER
ARAUWEHIRSHE - FEZA T ARG

=

e = 47 B IR - EERAR

HERREEEERBE_ZT—R"FX A
ZTRIEFESSEERBRIE A
SHEBENSRERANBREST

KR2EBPRITERSELBURE"T
—RERNAZTHLEFRZBERE &
RAEHBETEEB T A RERLEN A
FoRNRBHEIAFEDRESTLES
EZRREEEEBE T REFRA=T
BIEFE 2 BN I5EEETE
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

25. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

Notes: (Continued)

@

(Continued)

On 26 September 2016, the vendor and the Company entered
into a settlement deed regarding the settlement of the
compensation from profit guarantee of HK$100,000,000 and the
additional amount of compensation of HK$850,000. On 28
September 2018, the Company and the vendor entered into a
supplemental settlement deed to further extend the settlement
on the remaining amount of the compensation and additional
amount of compensation to 31 March 2019 and entitle the one-
off additional compensation of HK$500,000. The Group had
received the settlement of the compensation of profit guarantee
of HK$80,000,000 and additional compensation of HK$700,000
up to 30 June 2019. Subsequent to the reporting date, the
Company received HK$10,000,000 upon entering into second
supplemental settlement deed with the vendor on 27
September 2019, in which the Company and the vendor agreed
to further extend the settlement on the remaining amount of
the compensation and additional amount of compensation to
30 September 2020 and entitle the one-off additional
compensation of HK$400,000.

For the year ended 30 June 2019, no fair value change of
compensation from profit guarantee (2018: Nil) was recognised
in the consolidated statement of comprehensive income.

The fair value of compensation from profit guarantee is a Level
3 recurring fair value measurement. The details of assessment
are set out in note 5(b) to the consolidated financial statements.

For the year ended 30 June 2019, the fair value gain of unlisted
private funds was HK$5,183,000 which has been dealt with in
the consolidated statement of comprehensive income for the
year ended 30 June 2019. In addition, the Group disposed one
of the unlisted private funds with net proceeds of HK$2,524,000.

The fair value of the unlisted private funds is Level 2 recurring
fair value measurement. The details of assessment are set out
in note 5(b) to the consolidated financial statements.

25. BAFEHHARRZEMEE

(%&)
GEX

(@)
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(%)
(%)

RZEBE—RNELAZ+AE BHFEEA
A)FAE 15 IR 7% 12 100,000,000 7 7T
FESMA(E 4 50850,000/8 TL ] LB R4 -
RZEBE—NEFEALAZFTNB  AATHEE
FHRIMEIEBERE  WE—S B EEE
BEESHEREINIESE B EARE
RE_T—hAhE=A=+—H: ITHEE
B— IR BEINHEIES00,0008 T BEZ
T-NFEXNA=Z+AH  AEBERZER
Yt A1 4R 7% #76 E 80,000,000 7% 7T A1 B8 51 e (8
700,000 7T - RifE AHi% - ARRIER
—E-NAFNA=FTtHREEHTVE=
19 6 78 75 18 ¥ 1% UK 32 10,000,000 7 7T,
BREEHERE  NAREESRAEE—F
ERSEESERBEIMNGESEZEED
RERE-ZT-_TFNA=1+RH TEH#
1S — KB EE YN 15 400,000 7T ©

BE_Z-NAFRA=THLFE IE
mAREFHEZ A FEER(ZF—N\F
) MR R 2 E SR AR o

HANREMEZATFEBEIREEER
FEFE - FHEFBERRES P ISHRERH
FE5(D) ©

BHE_ZT-hEA=1tBHLEE FL
mAAZES Z A FE Wz 45,183,000
T BBRREEREE=ZZE—NFXA
STHEFEEZRAZERERTIRE - 1t
Hh e REBEHEFR B EMALAE
& TS EUEFEE 52,524,000 T ©

FLETRAZEERAFEBE2REEER
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For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

26. BANK BALANCES AND CASH 26. RITHBERE®

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for varying periods ranging from one day to
twelve months depending on the immediate cash
requirements of the Group, and earn interest at the
respective short term time deposit rates. The bank
balances are deposited with creditworthy financial
institutions with no recent history of default. The
carrying amounts of the bank deposits and bank
balances and cash approximate to their fair values.

Bank balances as at 30 June 2019 of HK$4,791,000
(2018: HK$4,742,000) are denominated in RMB, which
are placed with banks in the PRC.

RMB is not freely convertible into other currencies.
Under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange
business.

RITBEERBEARTERNEZF
R EREUA B o 52 B BT 3k 2 7 3K
BNF—BE+_EALE  RFEX
SEZAKESFRME  LREE
HITE HA73 SRR R ERER A B, - SRITAEER
T RE 8 R 4 B &0 30 8 #6 R 50 8%
BT o RITEBR MBS &R
EEENFERS

R-ZT—NENA=THWIERITER
4,791,000 7T (=ZZ — )\ & : 4,742,000
BIL) IAARKEE - FERPEZ
RERTT o

ARBTAERABASEMBER - R
IR B REESMNEE GIE R MAEE - B
ERMEEERE  AEEEEEB
EREETIINERK ZRITBARE
RBBHMER
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For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

27. TRADE PAYABLES, OTHER ADVANCES 27.
AND ACCRUALS

Trade payables (note (a)) 2 5 ENREE (M3E@) 1,602 #5227
Receipts in advance FEUW TR IA - 5,698
Other payables and accruals HMENRIBERERTER

(note (b)) (F3E () 15,961 13,876
Deposit received (note (c)) Bz e (s () - 26,320

17,563 47,416

Notes: M=k
(a) The ageing analysis of trade payables, based on invoice date, is (@)

REZAM B HRNEREREK TN

as follows: e

2019

—E-hEF

HK$'000

FERT
Within 30 days 30HA 1,373 1,283
31-60 days 312 60H 80 138
61-90 days 61Z290H 27 27
Over 90 days 90H A E 122 74
1,602 1,522

(b) As at 30 June 2019, other payables and accruals consists of
accrued audit fee of HK$2,300,000 (2018: HK$2,100,000).

(c) As at 30 June 2018, the balance represented the deposit
received in respect of the disposal of the 49% equity interest in
Perfect Essential Holdings Limited and it's shareholder’s loan.

DETAI NEW ENERGY GROUP LIMITED ¢ ANNUAL REPORT 2019
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R-B—HhFEXNA=+H  HtENKE
et & e fEERTE R & A 2,300,000 %
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28. BORROWINGS

28. &8

2019

—EB-NEF

HK$'000

FExT
Bank overdraft RITEX 1,751 1,589
Bank loans, secured BEMIBITER 137,976 144,339
139,727 145,928
Less: Current portion B mBNE D (10,766) (10,706)
Non-current portion JEmEN A 128,961 135,222

Based on the scheduled repayment dates set out in the
loan agreements and ignore the effect of any repayment
on demand clause, borrowings are repayable as follows:

REEXGHAEFAERBHAY
B RERMRERKEEGRZZE
EFERIA T HREERE

2019
ZE-NF
HK$'000
FERT
Within one year or on demand —FAFREREE 10,766 10,706
More than one year, but not ZR—FETHBBMRF
exceeding two years 8,826 8,853
More than two years, but not ZRMFETHBBASF
exceeding five years 120,135 126,369
139,727 145,928

Bank borrowings were secured by (i) corporate
guarantees provided by subsidiaries within the Group as
at 30 June 2019 and 2018; (ii) the pledge of Group’s
assets as set out in note 34; and (iii) the entire equity
interest of certain subsidiaries as at 30 June 2019 and
2018.

The abovementioned bank borrowings are charged at
floating rates ranging from 0.75% to 8.05% per annum
(2018: 0.75% t0 8.05%).

RITEEANAEBNBATAR -F
S AER_E-N\FEAA=THEH#
ZNEIER () E KT AP E AL
BEE: RNETHBRRAR-Z
—NERZZE-NFAA=1THEH
P rE R

FatSRITEE TR N F0.75E =38.05
BEZZHEHNRFE(ZE—N\F:
0.75EZE8.05F) -
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29. FINANCIAL LIABILITIES AT FAIR

VALUE THROUGH PROFIT OR LOSS

Financial liabilities at fair value through profit or loss
represented contingent consideration payable in
relation to the acquisition of Emission Particle Solution
Sweden AB ("EPS”).

Based on the signed agreements and/or sales orders
determined by the Group, EPS would record a net loss
after tax for the year ended 31 December 2017.
Pursuant to the terms of the sale and purchase
agreement (as amended and supplemented by the
supplemental agreement), neither the purchaser nor
the Company shall be obligated to pay the balance or
the adjusted balance or any part thereof. The Directors
of the Company are in opinion that gain on change in
fair value of financial liabilities at fair value through
profit or loss of HK$131,221,000 has been recognised
for the year ended 30 June 2018.
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For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

29. BAFEMHARBZEMAR

BATEFAEBGZEREEREER
L B& Emission Particle Solution Sweden
AB([EPS)) Z B s ARAE -

BEEFEBEZHEE X AEEETE
ZHEFTE EPSREE_ZT—+F
+TZA=+—RLFEBESKREE
FIEE - BEEEWZ (KA HEE
RINETE) ZIEK 0 B SA R RHA
SRR B E A D o
RARARESZRE BEATEGFAE=
ZemMBEATEEZ H K=
131,221,000 B TEREBE =T —\F
NAZTHIEFEERER -
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30. ASSETS AND LIABILITIES OF A

30. HEHECHEREZRER
DISPOSAL GROUP HELD FOR SALE af\

(@)

On 7 September 2017, the Group entered into a
sale and purchase agreement with an
independent third party to dispose the entire
equity interest of Miracle True investment Limited
(“Miracle True”), a wholly-owned subsidiary of the
Company, at a cash consideration of
HK$11,000,000. Miracle True is the investment
holding company and its subsidiary is holding the
land in the PRC. In 7 February 2018, the Group
entered the supplemental agreement with the
independent third party to extend the long stop
date to 31 January 2019. On 31 January 2019, the
Group entered into another supplemental
agreement with independent third party to further
extend the long stop date to 31 July 2019. On 31
July 2019, the Group entered into another
supplemental agreement with independent third
party to further extend the long stop date to 31
December 2019.

On 25 April 2019, the Group entered into
provisional agreement for sale and purchase of
the entire issued share capital of Rich Shine, a
wholly-owned subsidiary of the Company, at a
cash consideration of HK$82,820,000. Rich Shine is
holding the investment properties in Hong Kong.
The disposal has been completed on 13 August
2019. Details of the transaction are set out in the
Company'’s announcement dated 25 April 2019, 29
July 2019 and 13 August 2019.

At end of the reporting date, the following major
class of assets and liabilities relating to the group
classified as held for sale in the consolidated
statement of financial position were as follows.

@

RZZE—+FNLALH ' A&EHE
B—-—FZBIYE=HVEE®R
#HNHEARBEEWNB AR
BEREFRAR([ERE]) 2
B& #E - 3] & X E 411,000,000
Lo BEAREER AR - HEY
BRAFEAEFRBH L R=F
—N\E-_AtH AEEEZE
MEZFRIMN ARG ARE
BEHIFAHE—_Z2—hE—A
=+—HB - AEER=Z—NLF
— A=+ —HREBIE=ZARIL
S— AR HE BREHLA
HE—FSHEE T NELA
=t+t—H-R=ZT—hF+tA
=t+—HB AEESEBYE=H
RIS — D x g BREE
IFRHE—PHEE_T—NF
F=F=aF—FE¢

R-ZZE—hAFEA-_+HH &
SEEFTZBRRHE REeNRE
82,820,000 B T EEA RN A EE
Bt B A &) Rich Shine & & & 3 17
A% 7N ° Rich Shine REBIFEIRE
wE - HEER_ZE—NLENA
T=HEK - BEXZFBER
AARBBMAE=-ZZT—NFWMA
e R RN =™ L+ F
S rTABER=E—HLENA+=
S =

MRt B IR RES - AR AR
EEW T ERBEEREME
IR A B BRR R D E B
5 -
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30. ASSETS AND LIABILITIES OF A 30. BFFHECHESEZEER
DISPOSAL GROUP HELD FOR SALE &aEE)
(Continued)
Rich Shine Miracle True
Rich Shine RE
2019 2018 2019 2018 2018
—g-nE | ZE-\&  —¥-hF | SEAF “E-)\F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tz TR THEx TR THT
Investment properties BEME 81,700 - - - 81,700 -
Deposits and prepayment Be RERNRE 62 - - - 62 -
Prepaid lease payments for land ~ FE T3 & R[5k - - 9,771 10,309 9,771 10,309
Bank balances and cash RITEBRRAE - - 22 32 22 32

Assets of a disposal group BEHEZHEEE
held for sale BE 81,762 = 9,793 10,341 91,555 10,341

Other payables and accruals HiERERAR
T ER - - 402 284 402 284

Liabilities of a disposal group BlEHEHEEE
held for sale afE - - 402 284 402 284

Exchange difference arisingon & E5NITE A7)

translation of the financial WSRREEL
statements of a foreign EHER
subsidiary - - 855 260 855 260

31. AMOUNT DUE TO NON-CONTROLLING 31. [EfI 2Bk HRIA

INTERESTS
The amount due was unsecured, interest-free and JE I AEKIR - 2R R ERKE
repayable on demand. = e
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32. DEFERRED TAX 32

Deferred tax is calculated on temporary differences
under the liability method using applicable tax rates
prevailing in the jurisdictions in which the Group
operates.

The following is the major deferred tax liabilities
recognised by the Group and their movements are:

. EEIRIR

BT IR Ty Bk A AN R B & & PR 1 Rl
*’éln:uz AHE . RAEZERERZE
#5

LAT%KEIEEEI\ZIE@LH%IE
BEREEHIE

Fair value

adjustment

arising from

business

combination

EKEHELE

ZATERE

HK$'000

FHET

At 1 July 2017 R-ZE—tFtHA—H 114,909
Credited to profit or loss for the year =t AEREzS (FizE12)

(note 12) (39,797)
Exchange realignment ME 5, B (854)
At 30 June 2018 and 1July 2018 R=T—N\E£,xA=+H

FE=ZFE—-NEtHA—H 74,258
Credited to profit or loss for the year zF AEREZ (i3 12)

(note 12) (3,998)
Exchange realignment bE 5, B 1,663
At 30 June 2019 R=-ZE—-NFA<A=1H 71,928
As at 30 June 2019, the Group has estimated unused tax RZEBE—NhEASA=1TH K&
losses arising in Hong Kong of HK$92,332,000 (2018: EEAEEXE ZHBF R ABE
HK$103,277,000), subject to the agreement of Inland &5 $8.92,332,0007% T ( .\
Revenue Department, that are available indefinitely for 103,277 0007% 7T) A 8 0R £8 A E £ 4865

offsetting against future taxable profits of the companies
in which the losses arose. As at 30 June 2019, the Group
has estimated unused tax losses arising in the PRC
amounted to HK$52,530,000 (2018: HK$48,071,000) which
are available for offsetting against future taxable profits
of the companies will expire at various dates for a
maximum period of five years from the reporting date. As
at 30 June 2019, the Group has estimated unused tax
losses arising in Sweden of HK$37,613,000 (2018:
HK$28,387,000), subject to the agreement of tax bureau
in Sweden, that are available indefinitely for offsetting
against future taxable profits of the companies in which
the losses arose. Deferred tax assets have not been
recognised in respect of these estimated unused tax
losses as these were incurred by the companies that
have been loss-making for some time.

BEEZA TZ%XE%mmﬂ e
ﬁﬁ&%%ﬂ c M ZTE—NFNA
=B AEEEDEELEYEHE
& A B 18 B $852,530,0008 T (=&
— J\4E : 48,071,000 7T) A~ R B
F(ERAERBEEHEARFE)ER
AR ZSE ARl Z AR ERT S
e R—_BE—AFNA=+H K&
BERmBAEL 2 G ASAKRIEES
837,613,000 % ﬁ( - — N\ F:
28,387,000/ 7T) ' HEFIHBHBER
FE&AAEE  BEEFERNERS
BEREELEE 2 AR Z R KEE
Fouf 2 BERE - AR AL ERZ
EhFrADARBEEERRELRE
BE REAZEMHERIEIH
BEEER—BERZARMEL -
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33. SHARE CAPITAL

Ordinary shares of HK$0.05 each
at 30 June 2018 and 2019

Authorised:
At 1 July 2017, 30 June 2018,
1 July 2018 and 30 June 2019

NEARA=ZTHIEFE

33. &&F

Number of
shares
vy 4=

{0[0[0)
TR

R_ZF-—N\FR_FT-hF
NA=+THASKREE
0.05/87T 2 E@MR

ETE

R=ZB—t&tHA—RH-
—B2-NFXA=+H"
“E-NFLtA-BR

—EB-NFARAZ=1+H 30,000,000

Amount
A
HK$'000
TET

1,500,000

Number of
shares Amount
A EE NEE
‘000 HK$'000
T TATT
Issued and fully paid: BEITEETE
At 1 July 2017 R==F—+tF+tH—H 5,231,844 261,592
Issue of ordinary shares upon PR RF EE 1T AR (FEE)
rights issue (note) 10,463,688 523,184
At 30 June 2018, 1 July 2018 R=ZZE—N\FXA=+H"
and 30 June 2019 —E-N\EtLtA—HEK
—E-hAEARNA=1+H 15,695,532 784,776

Note:

PeE

On 13 June 2018, the Company completed the rights issue (“Rights
Issue”) on the basis of two rights shares for every one existing share
held. 10,463,687,800 rights shares were issued at price of HK$0.052.
Gross Rights Issue proceeds of HK$544,111,000 of which
HK$523,184,000 was credited against share capital. The remaining
proceeds of HK$20,927,000 after offsetting the share issuance costs of
HK$20,482,000 were credited against the share premium account.

RZZE—NFERNAT+=8 KARKERERHHE
—RIR A RDEE AR AR AR 2 EEEITHER
(TH£A% 1) ° 10,463,687,800 A% 4 A% A% 17 LA 0.052 7%
TLZBIE 31T o AR FT1S FRIE42 %8 /& 544,111,000
7T H AP 523,184,000/8 T2 5T AR o K 8
P19 25 1T B 75 20,482,000 7T 14 © #A N AT1S 0B
20,927,000 7T B 5T AR D i@ B R o
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34. PLEDGE OF ASSETS

Save as disclosed elsewhere in these consolidated
financial statement, the Group had pledged the
following assets to secure general banking facilities
granted (note 28) to the Group. The carrying amounts of
these assets are analysed as follows:

34. BEEH

iR e MR EMI D AREES -
AEBATREEHRAN NEEERASH
BRE—RIRTEE 2 BT (FIRE28) °
WEEEZREEDIAT :

2018
—F-)N\F
HK$'000
FHT
Property, plant and equipment M BB MR 482,972 479,005
Bank balances IRITAEER 1,872 3,655
484,844 482,660
35. RESERVES OF THE COMPANY 35. xAFEm
BN
Share Contributed option Accumulated
premium surplus reserve losses
RkoEE BARR BRERE  ZiEE
HK$'000 HK$'000 HK$'000 HK$'000
TEL TAT TAT TAT
At 1July 2017 R-E—t&tA—H 1,217,442 414,226 101,176 (1,247,295) 485,549
Share issued upon rights issue 4 AR 1Tk 20,927 - - - 20,927
Share issuance expenses R BIRE (20,482) - - - (20,482)
Lapse of share options BRERN = = (58) 58 X
Recognition of equity-settled RUARALEE 7
share-based payment BRORFES
expenses - - 8,032 - 8,032
Loss and total comprehensive  F£RBERZEKA
income for the year k] - - - (251,933) (251,933)
At 30 June 2018 and RZZE-NExA=tH
1July 2018 RZE-NEtA-H 1,217,887 414,226 109,150  (1,499,170) 242,093
Lapse of share options B - - (38,810) 38,810 -
Recognition of equity-settied ~ BERURAZE 2
share-based payment BRONFES
eXpenses - - 2,147 = 2,147
Loss and total comprehensive & REHE R 2EMSA
income for the year B - - - (138,983)  (138,983)
At 30 June 2019 RZBE-AEXB=1H @ 1,217,887 414,226 72,487 (1,599,343) 105,257
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36. STATEMENT OF FINANCIAL POSITION 36. A FIMERAE
OF THE COMPANY

2019 2018
—E-hE “T-N\F
Notes HK$'000 HK$'000
Bt FET FET
ASSETS AND LIABILITIES BEREE
Non-current assets FRBEE
Interests in subsidiaries i IEPNE P 3 629,195 629,134
Property, plant and equipment Y R KR 115 185
Total non-current assets FEREEERE 629,310 629,319
Current assets REEE
Prepayments and deposit BENRBERES 20,950 35,167
Amount due from non-controlling  fEUIEZE PR HEZS R IE
interests 29,369 -
Bank balances and cash RIS MRS 254,699 406,751
Total current assets MEEERE 305,018 441,918
Current liabilities REaE
Accruals and other payables JEzTER R HEMERNIE 624 31,269
Amounts due to subsidiaries FERTHT B A B FE 43,671 13,099
Total current liabilities BB GRS 44,295 44,368
Net current assets REEEZH 260,723 397,550
Net assets EEFE 890,033 1,026,869
EQUITY s
Share capital B 33 784,776 784,776
Reserves i 35 105,257 242,093
Total equity HER 890,033 1,026,869

Statement of financial position of the Company was
approved and authorised for issue by the board of
directors on 27 September 2019 and are signed on its
behalf by:

RRAPMBBRARER —F—NFN
A-t+tRAEES=SHERRETE
WHTHEERERESE

Wong Hin Shek Chi Chi Hung, Kenneth
T #atA 5
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37. INFORMATION ABOUT PRINCIPAL 37. FREEMBLAFRZEH

SUBSIDIARIES

Name of company
AFER

Place of incorporation/
establishment

LA R ]

Issued and fully paid
share capital

ERTRARRA

Percentage of equity interest
attributable to the Company
ARARERERDL
Direct! Indirectly
E% R

Principal activities and
place of operation

TEXRBRAL Y

Max June Limited British Virgin Islands USs1 100% - Ivestment holding in the PRC
ERARAA ABAARES 1% R RAR
DeTai Finance Limited Hong Kong HKS1 = 100%  Money lending in Hong Kong
ERUBERAT B 187 REBHHR
BEEE (L)) ERAF PRC (/552,000,000 - 100%  Trading and distribution of
Guofeng Liquor & Wine Business hE 2000000%7T liquor and wine in the PRC
(Sichuan) Ltd. * (note) RPEEERAREEER
(Ht&)
Cambridge Venture Partners Kabushiki  Japan JPY10,000 - 100%  Hotel hospitality services in
Kaisha ('CVPKK') . 10,0007 Japan
RERRHBER R
EPS International Holdings Limited Canada Canadian Dollar ("CAD") - 51%  Investment holding in Canada
mex 36,136,800 RIEARERR
36,136,800 M2 AT
(Tmex7))
EPS Sweden SEK136,600 - 51%  Development, manufacture
ik 136,600 525 and distribution of FuroAd,
avegetable of additive
I - RUER 7 HEU0Ad
BAmE
ERFM(R2)BRURBRAR  PRC RMB15,497,161 - 41%  Development, manufacture
DTal Yichi Tianjin) Environment & AR 154971617 and distribution of EuroAd,
Technology Limited * (note) avegetable of additive
(i) A% - SHERDHEuroAd
ERME

e The English name is for identification only

Note:

These subsidiaries are registered as wholly foreign owned enterprises

under the law of the PRC.

& R B TBEHRHER

GEX

LEMR A RREHBEIEREL AN BEDRE -
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38. DISPOSAL OF SUBSIDIARIES 38. HEME AR

(@) Disposal of Show Art Limited (“Show () HEEEERQARA(EE))

AI"t")

On 30 November 2018, the Group entered into a
share transfer agreement with an independent
third party to dispose of the entire equity interest
of Show Art at a consideration of HK$5,000,000.
Gain on disposal amounted to HK$880,000 was

R-B—A\F+—A=+H &
SEEBYE =R UREEE
% - &L {85,000,000/8 ;T H &
2E>HBRE DERER
880,000 7T * AHTEAT

analysed as follows:

HK$'000
TR

Net assets disposed of: EHREEFE
Property, plant and equipment M - BB KRB 4,132
Prepayment TR RIE 3
Accruals FEETE R (15)
4,120
Less: Proceeds from disposal B HE RS EIE (5,000)
Gain on disposal & am (830)
Net cash inflows arising on disposal HEMSHESRAFRE 5,000

The cash consideration of HK$5,000,000 from the
disposal of Show Art had been fully received by
the Group during the year. Net cash inflows arising
on disposal was HK$5,000,000.

FRAEBEEHEEHEER
E A5 £ K8 5,000,0008 7T °
LEEEZHESARAFES
5,000,000 7 7T ©
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38. DISPOSAL OF SUBSIDIARIES (continved)  38. HHEMRB AT (&)

(b) Disposal of Jiangsu Youli Electric (b) HEIHBAILESHEFRA

Vehicle Co., Ltd. (“Jiangsu Youli”)

On 18 December 2017, a subsidiary of the Group
as vendor entered into an agreement with two
independent third parties to dispose the entire
equity interest of Jiangsu Youli at a consideration
of RMB100 (equivalent to HK$119). Gain on
disposal amounted to HK$7,681,000 was analysed
as follows:

A(IE&R])
R—ZE—+&+=_A+A\H ' &
EEET—HNBAR(EAE
7 ERB BB = RIS ek
NIERKEARKIOT(EE
1M9%B L) B E L& R 2 FR
#E o HE 57,681,000 T O
R

Net liabilities disposed of; BEHEFAE:
Other receivables E h FEURIR 154
Trade payables, other payablesand & SE[FERIE « HAbER KB R ETE R

accruals (6,263)
Borrowings BE (2,400)

(8,509)

Less: Release of exchange reserve to  Ja © &R E HINEREZBR

profit or loss upon disposal 828
Less: Proceeds from disposal B BEFEIE -
Gain on disposal o Yas (7,681)

The cash consideration of HK$119 from the 22— N\EX~NA=1+HILF
disposal of Jiangsu Youli has been fully received ERAEEERHENZHETHKR
by the Group for the year ended 30 June 2018. Net NBHRERBIOBET HE

cash inflows arising on disposal is HK$119.

The Company is engaged in the manufacturing
and trading of electric cycles business and the
relevant gain on disposal has been presented and
included in discontinued operations (note 9).

EAZEGRAEHEA19ETT

zls ﬂﬁé%?&%ﬂé ‘ﬁ%f%m%
25 HEHEWEEE
J ﬁ/\E%M«%%WMﬁ

9) e
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38. DISPOSAL OF SUBSIDIARIES (continved)  38. HEMB AR (&)

(c) Disposal of Taishan Youli New Energy () HESWUTRLHERMNEK
Technological Ltd. (“Taishan Youli”) BRAR (ALK
On 15 January 2018, the Group entered into an RZZE—-—N\F—A+THA &*&
agreement with two independent third parties to BB RN RN FE =] M ek
dispose of its entire equity interest of the Taishan R EAREI10T(EAER
Youli at a consideration of RMB100 (equivalent to 1198 L) HEERBLRIZE
HK$119). Gain on disposal amounted to HK$58,000 AR AE o W& W25 58,0008 L
was analysed as follows: HranT :
2018
—EF-)\F
HK$'000
FHEIT
Net liabilities disposed of; EHEFAE:
Bank balances RITAEER 1
Other payables E h FE T 5B (94)
(93)
Less: Release of exchange reserve to 3 : HEREHINERKEEIBL
profit or loss upon disposal 35
Less: Proceeds from disposal B M EFTBERIE i
Gain on disposal B W (58)
Net cash outflows arising on disposal: HEEEZIRESRITFEE :
HK$'000
FHET
Cash consideration received BURESRE =
Less: Bank balances disposed of B BEREZIRITER (1)
Net cash outflows RE ML FEE ()
The cash consideration of HK$119 from the BE_Z—N\FA=THLF
disposal of Taishan Youli has been fully received EASEEERSBIEERS LR
by the Group for the year ended 30 June 2018. YAERERE1198T -
The Company is engaged in the manufacturing ARBNEEHETEEBHE
and trading of electric cycles business and the ERES  HALEWRRKEEZ
relevant gain on disposal has been presented and I ET A R IEEE ER (MR
included in discontinued operations (note 9). 9) e
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For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

38. DISPOSAL OF SUBSIDIARIES (continved)  38. HHEMRB AT (&)

(d) Disposal of Guofeng Youli (Wuxi) (d LEERAY (EG)EXE
Vehicles Ltd. (“Guofeng Youli") BRAT(BeLs )
On 6 April 2018, the Group entered into an R-Z—N\EWAXE  AEE
agreement with an independent third party to H— BT E= RS I
dispose of its entire equity interest in the Guofeng AR E AR 25 0007T (4HE R
Youli at the consideration of RMB25,000 29 000 5T ) tH & H R E M A v >
(equivalent to HK$29,000). Loss on disposal i\’ﬁm&% 5 tlj’%)ééﬁ}ézlzaooi’éﬁ
amounted to HK$42,000 was analysed as follows: ﬁj‘;ﬁﬁDT .
2018
—E-)N\F
HK$°000
FHT
Net assets disposed of: EHEFEE :
Property, plant and equipment Y] 42
Bank balances and cash RITHEBR LIRS 10
Other receivables H th fE W 5RI8 10
Inventories g8 64
Other payables and accruals Hitb B RIBRIEFTE A (34)
92
Less: Release of exchange reserve to  Jal : B EREHINEREEFEZBR
profit or loss upon disposal 21
Less: Proceeds from disposal B MEFEIE (29)
Loss on disposal HEEE 42
Net cash inflows arising on disposal: HEEEZREMAFE :
HK$'000
THT
Cash consideration received BERESNKE 29
Less: Bank balances and cash B BEHEZRITERERE
disposed of (10)
Net cash inflows WERANFE 19
The cash consideration of HK$29,000 from the BHE_Z—NFAA=Z+THIEF
disposal of Guofeng Youli has been fully received B RNEE B REUE € B2
by the Group for the year ended 30 June 2018. ST FTE IR 4 (8 29,000 5 7T ©
The Company is engaged in the manufacturing AATINRESEEITEHERHE
and trading of electric cycles business and the HERES . HELEBERSES
relevant loss on disposal has been presented and Bl S A B AR || 4R A 2k (P 3
included in discontinued operations (note 9). 9) o h
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For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

38. DISPOSAL OF SUBSIDIARIES (continved)  38. HEMB LA ® (&)

(e) Disposal of Guocang Liquor & Wine (e)

Merchant Limited (“Guocang”)

On 27 September 2017, a subsidiary of the Group

as vendor entered into an agreement with two
independent third parties to dispose the entire

equity interest of Guocang at a consideration of

RMB100 (equivalent to HK$117). Gain on disposal

amounted to HK$36,177,000 was analysed as

follows:

HERBMEEERQA(E
)

R=_FB—+tFNA=-F++H 'K
SEET—HHNBARERE
F)EMBBILE =R B
iR EAREI1007T(HE R
M777T) B & B 2 PR - i
U 2536,177,00058 T EAT ¢

Net liabilities disposed of: BHEFAE
Other receivables H Ath FE SR IE 137
Trade payables and other payables B 5 e 15 BR 1B I HL At B < IR (30,792)
Tax payable FEH IR (7,084)
(37,739)
Non-controlling interests FEPERRAE A (114)
(37,853)
Less: Release of exchange reserve to S HEREPINEFEEIER
profit or loss upon disposal 1,676
Less: Proceeds from disposal B MBS RIA =
Gain on disposal & e (36,177)

The cash consideration of HK$117 from the
disposal of Guocang had been fully received by
the Group for the year ended 30 June 2018. Net
cash inflows arising on disposal was HK$117.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &#HZE—_Z—NWFXA=+HILFE

39. TRANSACTION WITH NON- 39. BIFERRERZRH

CONTROLLING INTERESTS

On 4 April 2018, the Group entered into a sale and
purchase agreement (“SPA”) with the purchaser and Mr.

RZZE-N\FHOAMNAE AEEHEE
TRABEXREWERERA)IFILE

Zhu Yongjun (the “Guarantor”), in which the purchaser Emz((EEwm=z] (EFE L AR
is an entity wholly-owned by the Guarantor. The ERAZEHEEZEL MERAA
Guarantor is a director of Perfect Essential Holdings & A &l B B A &) Perfect Essential
Limited, a subsidiary of the Company. Pursuant to the Holdings Limited 2 £ %) - IRIZE E 1%

SPA, the Group agreed to dispose of 49% equity interest
of Perfect Essential Holdings Limited and its subsidiaries
(“EPS Group”) at a consideration of HK$382 and the
shareholder’s loans at a consideration of
HK$64,484,000. The Group's effective interest in EPS
Group was changed from 100% to 51% upon the
completion of the disposal of the 49% equity interests in
EPS Group in July 2018. The Group recognised an
increase in the deficit of non-controlling interests of
HK$62,026,000 and an increase in equity attributable to
owners of the Company of HK$62,026,000.

Pursuant to the SPA, the considerations should be
settled by the purchaser in five instalments on or before
the agreed time frame. During the year ended 30 June
2019, the considerations of the sales shares of HK$382
and the sales loans of HK$35,861,000 have been
received by the Company. As at 30 June 2019,
remaining considerations of the sales loans with gross
principal amount of HK$28,623,000 and gross interest
receivables of HK$746,000 have been passed due.
Share charge on 22% equity interest of the EPS Group
has been created by the purchaser as the security for
the payment of remaining considerations.

Details of the partial disposal of EPS Group are set out
in the Company’s announcements dated 4 April 2018,
26 April 2018, 11 May 2018, 8 June 2018, 18 July 2018,
18 October 2018, 31 October 2018, 16 January 2019, 27
February 2019, 17 April 2019, 15 July 2019, 5 August

FOAEBREKRRERNRBLT K
64,484,000% T o Bl i & Perfect
Essential Holdings Limited & £ fft B 2
BI([EPSEEE |) 2 49% I #E M IR &
Ko HEEPSEEA9% IRIER —T— )\
FLAZTKE  AEEREPSKEZE
W%\mmmﬁ%m% AEED®E

o2 FEVE A% 25 ES AR 1 0 62,026,000 7 T

NAXRARHEAR AEMLEZEMN
62,026,000 7 7T,

BEEEHZ REEHREFRIETE
HRsSZAT D AT - %@i_?
—NEXNA=Z+THIEE AR
WEz 38 & Bk 1n ko382,%m&fé%ié
KB 35,861,000/87C - R=T—NFN
AZ=+H K& #8%528,623,000/8 7T
JIE Ui ) B, 48 B8 746,000 78 7T 2 tHE B &
REHAKEE  MEHEHREPSEE
22% B AE RS R B AR - (EAZHRE
BRI AR o

BRSO P EEPSER ZFIBIHNRAR
AIHHAZE—N\FMHANA - —Z
—N\NEFEmMA=-—+XHB - ZE—N\FH
A+—8 ZE—NFX~XANB: =
T— /\Etﬂﬂ—ﬂlﬂ s — A\

2019, 16 August 2019, 19 August 2019, 2 September H—H\E —N\F+A=+—H8 "
2019 and 16 September 2019; and the Company’s =T jLE H oS Bs =T — hF
circular dated 25 June 2018. —B=—t++tH - ZE—AENA++
H - —Z—h&+tA+HH - ZF—AN
FNARB ZE—AFNA+B -
T—NFNA+NLB  ZE—hNF

“T-NFFR o BRME

hE-BR-Z—hEAA+ABZ
A RAATASEAE-E—NEAH
—+HRAZ@EX

REERRAF
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

40. LEASE COMMITMENTS

41.

As lessee

As at the end of reporting period, the Group had
commitment for future minimum lease payments under
non-cancellable operating lease in respect of office and
vehicles which fall due as follows:

—FR
CA S saes

Within one year
In the second to fifth years inclusive

40. HE&IE

(BEEMFEEEN)

EREEA

RBERAR NEBRPRERTE
RATHEIBZ A RELeEE
BN 2 RRSAEREAENT

2018
—ET-N\F

HK$'000
FET
3,005 3,641

2,975 3,508

5,980 7,149

Leases are negotiated for terms of one year to five
years and three months and rentals are fixed for such
period. None of the leases include contingent rentals.

SHARE OPTION SCHEME

A new share option scheme was adopted by the
Company on 13 December 2013, which replaced its old
share options scheme adopted in 2003. Under the share
option scheme, the Directors of the Company may, at
their discretion, grant to full-time employees and
executive directors of the Company and its subsidiaries
the right to take up options to subscribe for shares of
the Company. Additionally, the Company may, from
time to time, grant share options to outside third parties
for services provided to the Group. The share option
scheme, unless otherwise cancelled or amended, will
expire on 12 December 2023. The subscription price of
options is subject to a minimum which is the higher of
the nominal value of a share, the closing price of the
shares on the Stock Exchange on the date of grant and
the average of the closing prices of the shares on the
Stock Exchange on the five trading days immediately
preceding the grant date of the options.

41.
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

41. SHARE OPTION SCHEME (Continued) 41. BBk HERT R (&)

The maximum number of unexercised share options
permitted to be granted under the share option scheme
must not exceed 10% of the shares of the Company in
issue at any time. No option may be granted which, if
exercised in full, would result in the total number of
shares already issued and issuable under the share
option scheme exceeding 30% of the aggregate number
of shares of the Company.

The acceptance of an option, if accepted, must be
made within 21 days from the date of the offer of the
grant with a non-refundable payment of HK$1 from the
grantee to the Company.

The total number of shares issued and to be issued
upon exercise of options granted to each participant
(including exercised, cancelled and outstanding options)
in 12-month period must not exceed 1% of the shares in
issue from time to time unless the same is approved by
the shareholders of the Company.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

During the year, share-based payment expenses of
HK$2,147,000 (2018: HK$8,032,000) has been charged to
profit or l0ss.

RiZ B AR 8 A B 2 RITREB
BESHE  TREBEEEFMERAQ
A2 BT 10% ° i 2 ETTERBARE
% REBREASIICEZTRAE
BT 2B RBEB AR BN A
30% @ RIS A REBAE -

fME = B AR ABARERR
HEBEA2IBA > AR A
BT N AR EIFA

FRIFESARRRRILE  BRIEH
2EER12EARBAERTEERZ
BRE(BECTRE  EEHERERTT
B2 REHE) B BT RASEETL
Bfp g NSBETKEEITRN
Z1% °

BB EE TRHE AKBUR SR
BERREGRRZIER

FR - BN 2,147,000 7T (=
T — )\4F : 8,032,000 7T) & B0
B;% o

“ENFER o BRHEREEERAT
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For the year ended 30 June 2019 &#HE—_Z—NWENA=TtHILFE

41. SHARE OPTION SCHEME (Continued) 41. BBk HERT R (&)

The following table summarised movements of the TRBAARAT S ZETHELER T

Company's issued share options during the year: FE 2B
For the year ended 30 June 2019 BE-ZF-—NFARA=THLE

240

Capacity

%

Date of grant

RiAH

Exercisable period

Vesting period

BEA

E

Adjusted
exercise Outstanding
price  at1July
(Note (c)) 2018
%:ﬁﬁ RZB-N\%
tA-H
AT

Granted
during
the year

EREH

Exercised
during
the year

ERfTE

Cancelled/
lapsed Outstanding
during  at 30 June
the year 2019
EA i-hi

+
ﬁ* T

R
a8/ KM

Otherehg\ble emp\oyees AJu\y 2013 4Ju\y 2013t03July 2018 Immediate on the grant date 0447 974,030 = - (974,030) =
AR EHIES == _%* =£tAmAZE il =b
LAMA Z-\$tA=R
Other eligile employees 4 July 2013 4)uly2013t03July 2018 Immediate on the grant date 0447 196,023,538 = - (196,023,538) .
EtaERES “Z-=f *ffiitﬂwaﬁ REH B ERAEEE
tAmA T—-\F+A=H
Other ehg\ble employees 19 uly 2013 19 July 2013t0 11 July 2018 Immediate on the grant date 0445 97,403,000 = - (97,403,000) -
EtAEKRES 5% ZE-CEHATAEE RRIHASIREE
tA+hA - \FtA+-A
Other eligible employees ~ 21January 2015 21 January 2015 to Immediate on the grant date 0329 2337672 = - (974,030 1,363,642
EftaBkES “Z3-1% 20 January 2020 REH B RERER
—A=t-H _;—ﬁi A=ft-HZE
ZZCRE-A-1H
Other eligible employees anuary 2015 21 January 2015 to Immediate on the grant date 0329 177,273,460 = = - 177,213,460
AtEEHES 2% 20 January 2020 R B EARER
—-A=+-A ZZ-1%-A=+-H%
“F-T§-A-1H
Other ehg\ble emp\oyees 13 October 2015 14 Qctober 2015t0 Immediate on the grant date 0329 389,120 - - - 389%,120
AR EREE —Z-1% 13 October 2020 R B HEREE
TA+=A ZZ-R§+AtWAZ
“Z-T5TATZH
Other eligible employees 13 October 2015 14 October 2015 to Immediate on the grant date 0329 386,689,910 = - - 386,689,910
At EEHRES i 13 October 2020 Rt BB EE
TAT=E ZE-R§ETATMAZE
“Z-TEFAT=R
Executive director
H1ES
—Mr.Wong HinShek 13 October 2015 14 October 2015 to Immediate on the grant date 0329 38,961,200 = = - 38961200
—IBEEE 1% 13 October 2020 AR BB ER
+At=A ZZ-RETATMAZE
“Z2-Z4TAT=R
Independent non-executive director
BUFNTES
— Mr. Chiu Wai On 13 October 2015 14 October 2015t Immediate onthe grantdate 0329 974,030 = = - 974030
—RERRE -z fﬁ 13 October 2020 R B HEREE
= ZZ-RFTATMAR
ZZ-ZETATER
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—AFA=THIEFE

41. SHARE OPTION SCHEME (Continued) 41. FERRHEETE (&)
For the year ended 30 June 2019 (Continued) BE-ZF-NFARA=THLE
E (&)

Adjusted Cancelled/
exercise Outstanding  Granted Exercised lapsed Outstanding
price  at1July during during during at 30 June
Capacity Date of grant  Exercisable period Vesting period (Note (c)) 2018 theyear theyear the year 2019
BRE R-B-NE R=B-N%F

=

T8 i £ ARZtE
BHEE T8 E E (WEH(%)% FREY SRR BE/AH BRGE
7

Independent non-execttive director

BUIHTES
—Mr. Man Kwok Leung 13 October 201514 October 2015 0 Immediate on the grant date 0329 974,030 = = = 974,030
— BB “Z-AF+ A 130ctober 2020 R B EERER
=[] “Z-RETATMAZE
ZEZZFTAT=H
Independent non-execttive director
BUMIES
—Dr.Wong YunKuen 13 0ctober 2015 14 October 2015 to Immediate on the grant date 0329 974,030 = N - 974,030
—EREERL —Z-1% 13 October 2020 R B HEREE
+At=A ZE-RFTATMAZE
ZZZTETATZER
Other eligible employees 24 January 2017 24 January 2018 to 24 January 2017 to 0241 1529221 - - (6428599) 8863673
EtaERER 2 tF 23 January 2021 24 January 2018
—B=+mA —Z-A\f—A-tEAZ —Z—tFA-1MmAZ
ZZ-F-A-+=H ZEF-N\F-A=1mA
Other eligible persons 24 January 2017 24 January 2018 to 24 January 2017 to 0241 37,500,155 - - - 37,500,155
EtEERAT S o3 23 January 2021 24 January 2018
—A=tmE —F-\F-A=fMHE —F—tF-A=fMAZE
“E-—E-fA-+=A Z—E-\E-A-1mA
Other eligible employees 24 January 2017 24 January 2019 to 24 January 2017 to 0241 15292271 - - (6,428599) 8863673
HinnEikES 3% 23 January 2021 24 January 2019
—A=tmA ZE-hE-A-tEAE —Z—tF-A-1MAZ
“E-—f-A=+=H ZE-NF-A=1MmA
Other eligible persons 24 January 2017 24 January 2019 to 24 January 2017 to 0241 37,500,155 N o - 37,500,155
EtAERAT —5—tF 23 January 2021 24 January 2019
—AZtmE —T-AF-A-tEAE —F—t+5-A-tMEZ
“E-—%£-A-+-F —E-h&5-A-t@EA
Other eligible employees 24 January 2017 24 January 2020 to 24 January 2017 to 0241 15,500,713 - - (6623408 8,877,309
EtAERES “E—tE 23 January 2021 24 January 2020
—A=tmA -Z-F-A-tmAZ —Z—tF-A-1WmAZ
ZE-F-A-+=H ZE-EF-A-{MA
Other eligible persons 24 January 2017 24 January 2020 to 24 January 2017 to 0241 38217,041 = = - 27,
EHABRAL T +F 23 January 2021 24 January 2020
—B=tmA =Z-F5-A-+mAZ —Z—t§A=1MAZ
—E--%-fA-+=-F -E-Z5-A-tQA
Total 485t 1,065,783,626 - - (314,855,198) 750,928,428
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For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

41. SHARE OPTION SCHEME (Continued) 41. Bk HERt B (2

For the year ended 30 June 2018 BE-_F-—N\FRA=+THLHF
E

Adjusted
Granted Exercised Lapsed during
Adjusted exercise  Outstanding at during during during theyear  Outstanding at
Date of grant Exercisable period Vesting period price (Note (¢) 1.July 2017 the year the year the year (Note (c) 30 June 2018

Ho8-tE k3
EELOT tA-A Ene
RHRE sl 288 (HiE(e) BATR ERRH ERfTE ERAN ()
Y

e
i

Otfer ligble employees 4y 2013 4 Luly 2013103 uy 2018 Immedfite on the grant e 047 1000000 - - - {25970) 974030
AhaERER “E-Z5¢AmA “E-ZELAMAZ L RS
3-\EtAZR
Otfer eligble employees A4y2013 4 1uly 2013103 iy 2018 Imedfte on the grant Cate 047 201250000 = = 2 (506462 196023538
EhaERER “E-ZEtAmA —3-cEtAmAZ RRLABIRER
3-\EtAZR
Other eigile employees 19.1uy2013 191uly2013t0 1 1y 2018 Immediate on the grant date 0445 100,000,000 = - = 2597000 97403000
LUy g Z3-SEYATAR ZE-SHEtATARE R REES
T-\ECAT-R
Other litle employees N lanuary 2015 N Jentery 20151020 anuary 2020 Immediae on the grant dae 039 2000000 - - - (62328 13760
AhaERER E-1f 3-RE-fo1-RE RELARARER
-A=t-A Z3IRE-ftE
Otfer eligle employees 21 lgnuary 2015 2 lanuary 201510 20 lanuary 200 Immedlate on te grant dete 039 182200000 = = (200,000) [4726540) 1T273460
EheERER = ot “E-BE-Aot-RE REHRERER
-R=t-8 o
Otfer eligble employees 13 October 2015 14 0ctober 201510 Immegiate on the grant date 039 4410000 = = 410,000) (103,880) 3896120
Uy vl “E-25HAT=R 13 0ctober 200 R REIRS
“E-RETATMER
ZIIRETATER
Other eigioe employees 13 October 2015 14 October 20150 Imedfte on the grant Cate 038 37000000 = = = (103100%) 35689910
AndnEs ZE-RETATZR N0ciober2 REH RERER

“5-BFTATIEE
Z3IEETATER

Executive drector
it £
=M Wong Hin Shek 13 October 2015 14 0ctober 201540 Immegiate on the grant date 039 40000000 = = = (1,088800) 39%120
—IEELE Z3-RETATER 13 0ctober 2020 R REIES
ZE-RETRTMEE
ZRoREHATE
Independent non- execuive cirector
BUf4AES
=M. Chiu Wai On 13 October 2015 14 October 20150 Imedfte on the grant ate 039 1000000 = = = (5970 974030
—RERLE “E-1EtA1ER 13 Qctober 2020 REHARARER

“2-RETATRRE
ZR-RETATER
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For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

41. SHARE OPTION SCHEME (Continued)

For the year ended 30 June 2018

Capacity

44

Independent non-executive drector

Date of grant

RHRE

Exercisable period

fikd

Vesting period

288

Adjusted exercise
price (Note (¢)

LELOTL
(HEE(o)
HKS

e
T

41. FRRe R (&)

Outstanding at
1uly 2017
HoZ-tE
th-A
HAAR

BE-FT-NFAXA=THLHF

E

Granted
during
the year

ERRY

Exercised Lapsed
turing during
the year the year

ERAN

Adjusted

during
the year
(Note c)

ERgR
(HEc)

Outstanding at
30 June 2018

BUf4nES
=M. Man Kok Leung 13 ctober 2015 14 0ctober 20150 Immegiate on the grant date 039 1000000 = = = (5970 974030
—EERE ERETATIR 130coer2 R Rk
“E-RETATIMEE
ZICRETATER
Independent non-executive drector
BUF4AES
—Dr.Wong YunKuen 13 October 2015 14 October 20150 Immedte on the grant e 039 1000000 = = 3 (%597) 974,030
—EHEeL Z3-RETATER 13October 2020 RELABARER
Z%-RFTRTIEE
ZECREATER
Otfer eligble employees U lgnary 017 2 lanuary 201810 24 anuary 01740 04 15700000 - - - [W7729) 15901
EhaERER 3-tf 28 lanuary 2021 24 Januery 2018
-A=tmA “%-N\E-A-tmRE I-+E-ACtmAR
et o Z%-)\§-A-1RA
Otfer eligble persons 2 Jgnuary 2017 24 January 201810 20 Jgnuary 2017 o 0 38300000 B = = (999.845) 37,500,155
AAERAL 3t 28 January 2001 24 January 2018
-A=1mA E-\E-RotRER T-tE-AotmER
E-%-f-1=H 8- \f-A-1RA
Other eigie employees 2 January 2017 2 anuary 019to 20 January 2017 0 0 15700000 = = = [W07729) 152900
AfbakiER ZEHE-ACTRE 2lanay 2 24y 2019
Z%-hE-A-tmER ZE-tE-ftRAE
“%--f-A-1=R E-ME-RITRR
Otfer elible persons 2 January 2017 2 Jnuary 01910 2 January 20170 0 3300000 = = = (399.845) 37,500,155
HhAERAL i S o 1 Y T 14 20 anuary 2019
E2-ME-RotREE ZI-+E-ACtmAR
e “§-7F-A-1RB
Other eigble employegs 2 January 2017 24 January 20010 20 Jgnuary 2017 o 0261 16914000 - - - (413287) 15500713
EheERES 3-t§ 28 lanuary 2001 2 Jantery 200
-ftme EIRE-RCMRER T-tE-fotmEE
o IIRE-RITRR
Other eigiole persons 2 January 2017 2 anuary 0010 20 January 20170 04 B0 = = 3 (1018959 B0
EhaERAL 3-1f 28 iary 201 2 By 20
-A=fmB ZRCT5-A-tmEE “%-t5-A-tmEz
“E-E-ft=H CEIRE-RITRE
Toil 3 1,094,810,000 = = (610,000} (8416374 1065783626
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Notes to the Consolidated Financial Statements

e MEERRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

41. SHARE OPTION SCHEME (Continued)

Notes:

(a) The fair value of share options granted to directors, employees
and other parties providing similar services of employees in
previous years, determined at the date of grant of the share
options, is expensed over the vesting period. The fair value was
calculated using the Black-Scholes Model.

(b) Number of share options and weighted average exercise price
were as follows:

Number of

share options
BREZHE MmETHTEE

2019
—E-NF

41. MR Rt 8 (@)
GEE

@ REBEEEAEE EEREREES
BRA% 2 E Ao A+ BT 1 AR 2 A FE T
REREELANET DEREBHX
s o ATEDRBE DT — FEFER
s

(b)  HEAEHE RETFHTEENT

2018
—T-N\F
Weighted
average
exercise price

Weighted

Number of average
share options exercise price
EIRESE  INEFETEE

HK$ HKS

BT ST

Outstanding at 1 July REHA—HEARITE  1,065,783,626 0.348 1,094,810,000 0.339

Cancelled/lapsed B BARM (314,855,198) 0.441 (610,000) 0.329

Adjusted S N/A FiE A (28,416,374) N/A 7R F
Outstanding at 30 June RN A=+H

M AT 750,928,428 0.313 1,065,783,626 0.348

During the year ended 30 June 2019, no share options (2018: nil)
was exercised during the year resulted in an equal number of
ordinary shares issued. The weighted average share price of
these shares at the date of exercise was HK$0.313 (2018:
HK$0.348). The weighted average remaining contractual life of
the options outstanding as at 30 June 2019 was 1.17 years
(2018: 1.58 years).

(c) The exercise price for the options granted and number of
shares in respect of options granted were adjusted to reflect
the impact of the rights issue during the year ended 30 June
2018.

BE-_Z-hFA=1tHLEE R
BETEERE(ZT—)\F « &) EH3E
THEREE 2 L mAk - ZERMNITER
B2 EFHREAR0IBBET(ZE—N
F£:038BT) c RZT—hAESA=1
B ROEEREZINETFABRTEOF
HA117FE(ZZF—\F : 1584) -

© EBROBEREZOEERERBBEREZ
BRNBEEFELEAE URREZ-F
—NERA=THLEFEHREZZE -
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #Z—_ZT—hFA=THILFE

42. NON-CONTROLLING INTERESTS 42. EBBES
B\ A8 5 T 94T EPS MBS R
BE - EhE R ERYAEE R
TEEA

Set out below are the summarised financial information
for EPS that had non-controlling interests which is
material to the Group, before any elimination.

Summarised statement of financial position B AR R R E

As at 30 June RAB=+H

Effective non-controlling interests percentage ERFERERBAL 49%

Current RE

Assets BE 4,057

Liabilities = (157,381)
Total net current assets RBEEFEARE (153,324)
Non-current R E

Liabilities afE (142)
Total net non-current liabilities FRBEEFEAE (142)
Net liabilities BEFHE (153,466)
Accumulated non-controlling interests Rt FERES (75,198)
Summarised statement of comprehensive income 2EK#ERHE

For the year ended 30 June BZAA=1HLEE

Revenue W 4,684

Loss before income tax FSHaIEE (30,062)
Other comprehensive income Hip2HE M 228

Total comprehensive income Hin2HNEBE (25,591)
Loss allocated to non-controlling interests ITRMEFERES 2 BB (12,540)
Dividends paid to non-controlling interests ERAFERESZRE -
Summarised statement of cash flows BERERME

For the year ended 30 June BZEAA=THILEE

Cash flows used in operating activities RETHMARERE (11,450)
Cash flows generated from investing activities REBRDAEHRERE 54,685

Cash flows used in financing activities REEBMARERE (43,432)
Net cash outflow BEREFE (197)

“ENFER o BRHEREEERAT
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Notes to the Consolidated Financial Statements
e BERERME

For the year ended 30 June 2019 #HE=-Z—NFNA=FTHILFE

43. NOTE TO CONSOLIDATED STATEMENT 43. GS8BR&RERME
OF CASH FLOWS

HEREERSTELREZHE

Reconciliation of liabilities arising from financing

246

activities:
Amount
due to non-
controlling  Corporate
Borrowings interests bonds
B FEER
58 BRI AREH
HK$'000 HK$'000 HK$'000
TERT TERT TERT
At 1July 2017 R-ZE—t&E+A—H 150,869 = 112,749
Changes from financing cash flows: RERLRELE :
Repayment of corporate bonds EEARMRS — = (113,500)
Proceeds from borrowings fEEFSFIA 70,000 = =
Repayment of borrowings EBEEE (72,547 - -
Interest paid ERFIE (5,668) = (2,785)
Total changes from financing MERSRESHER
cash flows (8,209) - (116,285)
Other changes: Hith B g :
Interest expenses FBFX 5,668 - 2,785
Amortisation of issuance cost BT = - 7571
Exchange adjustments B 5 (2,400) - -
Total other changes Hitp @ B8E 3,268 - 3,536
At 30 June 2018 and 1 July 2018 R-ZZE-NEXA=1+H
k=—E2-N\EtH—H 145,928 - =
Changes from financing cash flows: RERERERE :
Advance to the Group e AR E B 2R = 5791 =
Repayment of borrowings EEARES (8,967) - -
Interest paid ERFIE (1,240) T =
Total changes from financing HERESRESBAE
cash flows (10,207) 5,791 -
other changes: Hith B g :
Sales of shareholder’s loans to HERRER T IEER
non-controlling interest Rt = 64,434 -
Interest expenses FlB X 1,240 - -
Exchange adjustments B 5 R 2,766 - -
Total other changes Hitn 2 B8E 4,006 - -
At 30 June 2019 RZZE-h&EXA=1+AH 139,727 70,275 -
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Notes to the Consolidated Financial Statements
e MERERME

For the year ended 30 June 2019 #HE=-ZT—NFXA=FTHILFE

44. RELATED PARTY TRANSACTIONS 44. EREAETEZ S
In addition to the transactions detailed elsewhere in B ESEAMBRRE Mot 2
these consolidated financial statements, during the TGN EW BEAHBAEATHRAE
year, the following transaction was carried out with B —RESBERETZZSNT o
related parties in normal course of the Group’s
business.
2018
—N\F
HK$'000
FHET
Consultancy fee SR {55 = 173
Corporate service fee P EREER 304 342
Financial advisory fee BT REM & 412 608
716 1,123
Those transactions were paid to two related companies ZEXSGNHEINTHEAR Taﬁﬂﬁ%%
which are controlled by Mr. Wong Hin Shek, an FREBELEES CMRBEAZERR]
executive director of the Company.
compensation of key management FTEEE ABSRMN
The key management of the Group comprises all AEBEXTZEEHEAE \1%$ GlES
directors of the Company. Details of their remuneration BEF - FAREZEZMEFER NT/\ 1
are disclosed in note 10 to the consolidated financial KM 105K EE -
statements.
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e MBRRME

For the year ended 30 June 2019 &EZEZE—Z—NFA=THIEFE

45. CAPITAL RISK MANAGEMENT 45. S RMEER

248

The Group’s objective of managing capital is to
safeguard the Group’s ability to continue as a going
concern in order to provide returns and benefits for
members and to maintain an optimal capital structure
to reduce cost of capital.

The capital structure of the Group consists of net debts,
which includes borrowings, bank balances and cash
and total equity as disclosed in the consolidated
statement of changes in equity.

The Group’s management reviews the capital structure
on a semi-annual basis. As part of this review, the
management considers the cost of capital and the risks
associated with each class of capital. Based on
recommendations of the management, the Group will
balance its overall capital structure through new share
issues as well as the issue of new debts or redemption
of existing debts.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at amortised cost in the consolidated financial
statements approximate their corresponding fair values.

The gearing ratio at the end of reporting periods was as
follows:

rEEESEEARRERARES
RRNFHERE  UWHEREHREAEM
NS AR E Wk A - M RIERE
g UREE AR -

AEBEZEXAGBEREABFR &
REEER  RITEKRMESURE
RG AR RINE 2 @fx -

AEBEEEESYFRIENAERE—
Re ERI AR ay  EHEE
BELRRIEARN 2 BARKA RABRRR o
BREEE 2R  ~NEE/KEREE
TR R BITH AR R A A
AP @ HREBEANER -

ARREZRR  NEAMBEHRRIE
BERAI R eRMEERSRAR
ZREEEEEREZ A FHERS °

RBERRZEERBLERMAT ¢

2018

—EF-)N\F

HK$'000

FHT

Borrowings BE 139,727 145,928
Pledged bank balances B IPRITER (1,872) (3,655)
Bank balances and cash RITHEBR RIS (302,424) (421,680)
Net debts BEFHE (164,569) (279,407)
Total equity RS 966,642 1,139,104
Net debts to equity ratio BEFHEEERE X (0.17) (0.25)
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=8 MR

For the year ended 30 June 2019 #Z—

—HNFERA=ZTHLFE

46. SUMMARY OF FINANCIAL ASSETS
AND FINANCIAL LIABILITIES BY

CATEGORY

The carrying amounts of the Group's financial assets
and financial liabilities as recognised as at 30 June 2019
and 2018 may be categorised as follows:

?"‘gﬂl IFZz&MBER S

AR

AREBR_F—
A=+H®R
FREESRAT

NFERZZE—NFR
CRMEERTBAEE

AONES
—N\F
HK$'000
FABTT
Financial assets TREE
Available-for-sale investments AHEERE - 107,356
Financial assets at fair value BAFEFABREZEREE
through profit or loss 130,015 30,000
Financial assets at amortised cost  1Z# K At E 2 S REE 448,529 =
Loans and receivables (including REHEK AT E 2 BER R
bank balances and cash) at FEUCEIE (B FR IR 1T S 5%
amortised cost KEE) - 642,515
578,544 779,871
Financial liabilities SRaE
Financial liabilities at amortised cost IR s4pAET 2 2 SR A& 227,565 161,326
227,565 161,326

“T-NFFR o BRME
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Notes to the Consolidated Financial Statements
e MBRRME

For the year ended 30 June 2019 & ZE —

47. EVENTS AFTER REPORTING PERIOD

(a)

(b)

Disposal of property holding company
On 25 April 2019, Rich Shine Development Limited
(“Rich Shine”), a wholly-owned subsidiary of the
Company as a vender, entered into a provisional
sale and purchase agreement with an
independent third party (the “Purchaser”), for the
disposal (i) the sale share, representing the entire
issued share capital of Rich Shine; and (i) the sale
loan, at the consideration of HK$82,820,000. The
completion shall take place on or before 29 July
2019.

On 29 July 2019, Rich Shine and the Purchaser
agreed to defer the date of completion to 13
August 2019.

On 13 August 2019, all conditions precedent for
the completion have been fulfilled and completion
took place on 13 August 2019. Following the
completion, the Group ceased to have any
interests in Rich Shine and the financial results of
Rich Shine would no longer be consolidated in the
financial statements of the Group.

Details of the disposal are set out in the
Company’s announcements dated 25 April 2019,
29 July 2019 and 13 August 2019.

Second supplemental settlement deed
relating to 2016 settlement deed and
the supplemental settlement deed

On 27 September 2019, the Company entered into
the second supplemental settlement deed for the
full and final settlement of the vendor’s obligation
of the outstanding settlement payment under the
2016 settlement deed and the supplemental
settlement deed. Details of the transactions are
set out in the Company’s announcements dated
26 April 2015, 26 September 2016, 28 September
2018 and 27 September 2019.

— AFE NS

47. HEMEER

(a)

(b)
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Financial Summary

MBEEE

RESULTS

Years ended 30 June
BEANB=1HLEE

2019 2018 2017¢ 2016*
“E-NE T N\E CE—+tFt ZZ-RF*
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THL THL THL THL
Turnover EEHE 62,881 59,896 44179 16,434 49,698
Loss before income tax FEHAIER (172,920 (202,190) (150,138) (556,617) (30,138)
Income tax credit ikCiEin) 3,988 39,777 3,872 25,020 1,216
Loss for the year from BELEEB L
continuing operations FREE (168,932) (162,413) (146,266) (531,597) (28,922)
Profit for the year from RESI S
discontinued operations FRHH - 4,929 - - 40,445
(Loss)/profit for the year — E X (E518) /A (168,932) (157,484) (146,266) (531,597) 11,523
(Loss)/profit for the year AT ATEEEAR
attributable to: (B8),/ 87 :
Owners of the Company ARAEBA (154,992) (156,754) (144,426) (494,057) 12,055
Non-controlling interests ~ 3E#ERR &R (13,940) (730) (1,840) (37,540) (532)
(168,932) (157,484) (146,266) (531,597) 11,523
ASSETS AND LIABILITIES BERAR

At 30 June
RAA=1+H
2019 2018 2017 2015
—E-hE —E-N\F —ZT—+LF —T—AF
HK$'000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FHT TET FET T FHEIT
Total assets BrERE 1,271,949 1,409,707 1,304,868 1,013,500 1,537,372
Total liabilities EERE (305,307) (270,603) (550,644) (210,858) (237,690)
966,642 1,139,104 754,224 802,642 1,299,682
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Financial Summary
MHEE

The Group had disposed of its 100% equity interests in Hua Yi Copper
(BVI) Company Limited and its subsidiaries (together “Hua Yi Group”)
during the year ended 30 June 2015.

The copper rods and cable and wires businesses, which are carried
out by Hua Yi Group have been presented as discontinued operations
in the consolidated financial statements for the year ended 30 June
2015.

The Group had disposed the electric cycle business during the year
ended 30 June 2018.

The electric cycle business has been presented as discontinued
operations in the consolidated financial statements for the year ended
30 June 2018. For the purpose of this financial summary, the electric
cycle business has not been re-presented as discontinued operations
for the four years ended 30 June 2015 to 2017.
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