Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited
take no responsibility for the contents of this announcement, make no representation as to
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this
announcement.

XINYANG MAOJIAN GROUP LIMITED
EHEEREEBARERAG

(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)
(Stock Code: 362)

ANNOUNCEMENT OF FINAL RESULTS
FOR THE YEAR ENDED 30 JUNE 2020

The board (the “Board”) of directors (the “Directors”) of Xinyang Maojian Group Limited (the
“Company”) is pleased to announce the audited consolidated results of the Company and its
subsidiaries for the year ended 30 June 2020. This announcement, containing the full text of
the 2020 annual report of the Company, complies with the relevant requirements of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) in relation to the information to accompany preliminary announcements of annual
results. The printed version of the Company’s 2020 annual report will be delivered to the
shareholders of the Company and available for viewing on the websites of Stock Exchange
(www.hkexnews.hk) and of the Company (www.xinyangmaojian.com.hk) on or before 31
October 2020.

By order of the Board
Xinyang Maojian Group Limited
Chan Yuk Foebe
Chairman and Chief Executive Officer

Hong Kong, 30 October 2020
As at the date of this announcement, Ms. Chan Yuk Foebe, Mr. Gao Ran, Mr. Law Tze Ping

Eric, Mr. Yu Defa and Mr. Chen Lei are the executive Directors and Mr. Ma Wing Yun Bryan,
Mr. Tam Ching Ho and Mr. Hau Chi Kit are the independent non-executive Directors.



CONTENTS
B &

Corporate Information NEER 2
Chairman’s Statement FEWmE 4
Management Discussion and Analysis EIRER R RO 6
Corporate Governance Report TEERRE 25
Biographical Details of Directors and Senior Management EERERERAEBBN 42
Report of the Directors EEgms 47
Independent Auditor’s Report B LB RS 66

Audited Financial Statements KEZB B
Consolidated Statement of Profit or Loss FEEmE 70
Consolidated Statement of Profit or Loss and Other Comprehensive Income — 4& B R EMEEUWR AR 71
Consolidated Statement of Financial Position FE BN R 72
Consolidated Statement of Changes in Equity IRAEmEEIR 74
Consolidated Statement of Cash Flows FelRenek 75
Notes to the Consolidated Financial Statements fre ISR MR 77

_% B



Xinyang Maojian Group Limited Annual Report 2020

CORPORATE INFORMATION

NEEHR

BOARD OF DIRECTORS

Executive Directors
Ms. Chan Yuk Foebe

Mr. Gao Ran

Mr. Law Tze Ping Eric

Mr. Yu Defa

Mr. Chen Lei

Independent Non-executive Directors
Mr. Ma Wing Yun Bryan

Mr. Tam Ching Ho

Mr. Hau Chi Kit

COMPANY SECRETARY
Mr. Ma Kin Ling

REGISTERED OFFICE

Victoria Place, 5th Floor
31 Victoria Street
Hamilton HM10
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF

BUSINESS IN HONG KONG

Room 4007, 40/F

China Resources Building
26 Harbour Road
Wanchai

Hong Kong

AUTHORISED REPRESENTATIVES

Ms. Chan Yuk Foebe
Mr. Law Tze Ping Eric

AUDITOR

Elite Partners CPA Limited
10/F, 8 Observatory Road
Tsim Sha Tsui

Kowloon

Hong Kong

LEGAL ADVISER TO THE COMPANY

(as to Hong Kong law)
CFN Lawyers

27/F, Neich Tower
128 Gloucester Road
Wanchai, Hong Kong

EEg
BITES
EEESE
B
BFFoL
TERkE
B

BYFIITES
BERMEE
I S
RABSEE

NCIEE

2
A ERE

Victoria Place, 5th Floor
31 Victoria Street
Hamilton HM10
Bermuda

BREENREBTEERBE

w5
T
6%
EPAE
40124007

EEAR

REL L
ETVEE

=D

AL RSB ER AR
BB

JLEE

ENAllE]

KX ZiE8% 101
RNFZEEER
(BEERE)

RS READ B IS
BEET
HTITE1285R
FEXE2TE



FHEREBERAT

ZECTEFR

CORPORATE INFORMATION (CONTINUED)

RAER (&)

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited
Bank of China Tower

1 Garden Road

Central

Hong Kong

Agricultural Bank of China
No. 462 Zhong Yang Road
Heihe City

Heilongjiang Province

PRC

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Estera Management (Bermuda) Limited
Victoria Place, 5th Floor

31 Victoria Street

Hamilton HM10

Bermuda

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Tengis Limited
Level 54, Hopewell Centre
183 Queen’s Road East
Wanchai

Hong Kong

FINANCIAL YEAR END DATE

30 June

COMPANY WEBSITE:

www.xinyangmaojian.com.hk

TELEPHONE NUMBER:

2845 3131

FACSIMILE NUMBER:

2845 3535

STOCK CODE
00362

FEARERLT
B4R {T( E8) BIR A
&%

IR

BT

VN

o A 5 4R 1T
&

BEEETE

2o

Fh R 746255
FTERGDBFETE

Estera Management (Bermuda) Limited
Victoria Place, 5th Floor

31 Victoria Street

Hamilton HM10
Bermuda

BERERODBFETITRE
SEBREERAT
&t

EEAREE1835R
AR 5412

BHREEFE&H
<A=+A
YNETE b7

www.xinyangmaojian.com.hk

SR -

2845 3131

BER

2845 3535

BRAR LR

00362



Xinyang Maojian Group Limited Annual Report 2020

CHAIRMAN'S STATEMENT

ERHRE

To Shareholders,

On behalf of Xinyang Maojian Group Limited (the “Company”), | am pleased
to present the annual report of the Company and its subsidiaries (collectively,
the “Group”) for the year ended 30 June 2020 (the “Year”).

FINANCIAL RESULTS

During the Year, the Group recorded a loss of approximately HK$385 million.
The Group also recorded a loss attributable to the owners of the Company
of approximately HK$428 million, representing a decrease of 49% compared
with that of the last financial year. The decrease was due to the one-off
written off that was made on the idle assets in Mudanjiang during the last
financial year. For the Year, the Group recorded a revenue of approximately
HK$194 million, representing a decrease of 40% compared with that of the
last financial year. The decrease in revenue was mainly derived from the
decrease in revenue of the calcium carbide segment (the “CC segment”)
and the decrease in the number of construction projects in relation to the
construction services division.

BUSINESS REVIEW

Following the outbreak of the 2019 Novel Coronavirus (“COVID-19”) in the
People’s Republic of China (the “PRC”), the economic activities in the PRC,
especially in Heilongjiang Province, had been seriously affected during the
first half of 2020. The Group also suffered from the outbreak of COVID-19,
including (i) the suspension of construction works due to the corresponding
restriction on travel and mandatory quarantine measures imposed by the
PRC authorities; (i) the delay of transformation of the plant and equipment
of Heihe into another product — high carbon ferromanganese; and (i) lessen
opportunities to dispose of the Group’s idle assets under the current market
situation. Fortunately, the heat and power division still provided a stable
revenue to the Group. Our management will closely monitor the business
environment and explore new and value-added businesses from time to time
in order to diversify the risk of the Group and provide a stable return to the
Group.
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CHAIRMAN'S STATEMENT (CONTINUED)
ERHE (H)

PROSPECTS RE

It is obvious that the impact of COVID-19 will remain for a long time. The ~ COVID-198) S/ £ BRI #58 — R - FEsHE
pandemic is expected to plunge a majority of countries into recession this  1&# 4 ARNDERNSEBRATR © A - B Al
coming year. Yet, it is not known how deep the impact will be. Based on  {BEEGHFE 7 RERE - BB UREKE
a conservative and pragmatic approach to our existing business, we are B TSR LIMBER  BEYEFTARNQFRE
actively exploring other business opportunities to broaden the sources of — REFIZFHE A EH - BInE WS IR LD B
revenue and diversify business risk in the best interest of shareholders of the = ZEERE °

Company.

GRATITUDE &)

On behalf of the Company, | would like to express my sincere gratitude to our ~ R AZER KA D BIE SR « EHEBE  BIEA
shareholders, the business partners and the management and staff for their B NME THAEBE=SERB 2 THFE—EAKRKZ

unreserved support and continuing trust to the Group. EEBUA RO ©

By order of the Board EEEGm

Chan Yuk, Foebe RE

Chairman and Chief Executive Officer TEFETHAZE

Hong Kong, 30 October 2020 B ZEZTF+A=T1H
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEWRDN

MATERIAL DIFFERENCES BETWEEN

UNAUDITED AND AUDITED ANNUAL RESULTS

Since the financial information contained in the unaudited final results

announcement dated 30 September 2020 (the “Unaudited Res

Announcement”) was neither audited nor agreed with Elite Partners CPA
Limited as at the date of its publication, and subsequent adjustments have

been made to such information, shareholders and potential investors of
Company are advised to pay attention to certain differences between

financial information of the unaudited and audited annual results of the Group.
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Set forth below are principal details and reasons for the material differences  ([B#3ZFr 1) &% Fm#R B[ F#R A1) 513.49(3)

in such financial information in accordance with Rule 13.49(3)(ii)(b) of
Rules (the “Listing Rules”) Governing the Listing of Securities on The St
Exchange of Hong Kong Limited (the “Stock Exchange”):
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Consolidated Statement of Profit or Loss and Other FEeERRkHEMEERKAR
Comprehensive Income
2020 2020
Audited Unaudited
Annual Annual
Results Results Differences Notes
—g-®F C—B-BF
BRERZ RESEZX
TEEE TEEE =R FiiEE
HK$’000 HK$’000 HK$’000
FAET FET FAT
Cost of sales SHERA (184,498) (181,083) (3,415) 1
Other income and other gains or loss — ECfth i A Kz B s 25 5 548 6,062 6,707 (645) 4
Administrative expenses THRX (99,791) (96,658) (3,133) 2,4
Impairment of fixed assets BT EEREER (77,000) - (77,000) 5
Loss for the year KEFEEE (384,625) (300,432) (84,193) 1,2,5
Loss for the year attributable to: AT & BERGAFEEE
Owners of the Company ZIN/NETE SN (373,171) (289,319) (83,852) 1,2,5
Non-controlling interests FEPERR I A (11,454) (11,113) (341) 1
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EE B &k 24 (8

MATERIAL DIFFERENCES BETWEEN

ABERREEREFRENEX

UNAUDITED AND AUDITED ANNUAL RESULTS =& um)
(Continued)
Consolidated Statement of Financial Position HEMBRRE
2020 2020
Audited Unaudited
Annual Annual
Results Results Differences Notes
—ECEF ZECEF
BEZL RIBEZ
2FHEE 2FEEE EZR2 B EE
HK$'000 HK$’000 HK$’000
FHT FHT FHET
Non-current assets RBEE
Fixed assets BETE&EE 1,516,536 1,593,536 (77,000) 5
Intangible assets B EE - 3,868 (3,868) 2
Current assets REBEE
Inventories FESS 7,538 10,917 (3,379 1
Prepayments, deposits and FERFIE T2k
other receivables H b W sk TE 130,282 145,967 (15,685) 3
Capital and reserves EXR#HE
Reserves G 241,480 325,389 (83,909) 1,2,5
Non-controlling interest TR 53,812 54,150 (338) 1
Non-current liabilities FRBEE
Other payables H bR 08 175,204 190,889 15,685 3
Notes: .
(1) The difference was due to impairment loss on inventories. 1) ZB RN FEREEE -

2 The difference was due to impairment loss on intangible assets.

) The difference was due to the reclassification of other receivable and other €©)

payable.

(4) The difference was due to the reclassification of reversal of impairment loss on (@)

other receivables.

5) The difference was due to impairment of fixed assets.

Save as disclosed and the corresponding adjustments in totals, percentages,
ratios and comparative figures related to the differences, all other information

contained in the Unaudited Results Announcement remain unchanged.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEETWR D (&)

BUSINESS REVIEW

During the Year, following the outbreak of COVID-19 since January 2020, the
economy of the PRC had been negatively impacted. The Group suffered from
this and as a result, recorded a loss of approximately HK$385 million. The
production capacity of the coal-related chemical production division during
the Year has still not yet been fully utilised, which incurred idle operating
costs.

During the Year, revenue of the Group amounted to approximately HK$194
million (2019: approximately HK$323 million), representing a decrease
of approximately 40% compared with that of the last financial year. Loss
attributable to the owners of the Company amounted to approximately
HK$296 million (2019: approximately HK$667 million), representing a
decrease of 56% compared with that of the last financial year.

The decrease in the Group’s revenue was mainly derived from the decrease in
revenue of the CC segment and the decrease in the number of construction
projects in relation to the construction services division.

The Group’s selling and distribution costs for the Year was approximately
HK$15 million (2019: approximately HK$20 million), representing a decrease
of approximately 25% compared with that of the last financial year. The
decrease in selling and distribution costs was mainly due to the temporary
closure of fee collection stations of the heat and power division as a result of
the outbreak of COVID-19 during the Year.

The Group’s administrative expenses for the Year was approximately HK$100
million (2019: approximately HK$163 million), representing a decrease
of approximately 39% compared with that of the last financial year. The
decrease in administrative expenses was mainly due to the scale down in the
coal-related chemical production division during the Year.

The Group’s other operating expenses for the Year was approximately
HK$96 million (2019: approximately HK$75 million), representing an increase
of approximately 28% compared with that of the last financial year. The
increase in other operating expenses was due to the suspension of the plant
and equipment of Heihe Longjiang Chemical Limited (“HLCCL”) during the
Year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEETWR D (&)

BUSINESS REVIEW (continued)

Heat and power division

During the Year, the heat and power segment recorded a revenue of
approximately HK$177 million (2019: approximately HK$173 million) from
external customers, representing an increase of approximately 2% compared
with that of the last financial year. Income from supply of heat for the Year
was approximately HK$163 million (2019: approximately HK$160 million),
representing a slight increase of approximately 2% when compared with that
of the last financial year. The slight increase was mainly due to the devaluation
of RMB. Segment loss for the Year was approximately HK$65 million (2019:
segment profit of approximately HK$20 million), representing a decrease
of approximately 425% compared with that of the last financial year. The
decrease in segment profit was mainly due to the absence of other income
as a result of the outbreak of COVID-19 and an impairment loss of property,
plant and equipment of HK$77 million was recorded for the Year.

Apart from the expansion of the residential heat supplying area, the
management of the Group had also closely monitored the operation to
reduce coal and energy consumption and avoid wastage so as to increase
the profit from our heat and power generating facilities.

Coal-related chemical production division

The coal related chemical production division included the CC segment,
the polyvinyl-chloride segment (the “PVC segment”) and the vinyl acetate
segment (the “VA segment”).

During the Year, the CC segment recorded a revenue of approximately
HK$17 million (2019: approximately HK$76 million) from external customers,
representing a decrease of approximately 78% compared with that of the last
financial year. Despite the suspension of the production line for the production
of calcium carbide, revenue was generated as the production line for the
production of line provider, a semi-final product of calcium carbide, remained
in operation during the Year. Further, no revenue was recorded for the PVC
segment and the VA segment during the Year, respectively (2019: nil and nil).

The above financial performances of this business division were a result of
the outbreak of COVID-19, as explained in the section headed “Coal-related
chemical production division” under “Prospect” of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEETWR D (&)

BUSINESS REVIEW (continued)

Construction services division

During the Year, the construction services division recorded a revenue and a
segment loss of approximately HK$0.4 million (2019: approximately HK$74
million) and approximately HK$61 million (2019: segment profit approximately
HK$3 million), respectively. This business division recorded a significant
drop in revenue and a segment loss during the Year due to (i) the seasonal
suspension of construction activities during winter in the North East of the
PRGC; (i) as a result of the outbreak of COVID-19, travelling restrictions were
imposed in Mudanjiang City and the Group’s construction services had been
suspended; and (iii) despite the suspension of construction services, the
Group had incurred additional maintenance and repairment costs as a result
of severe weather conditions during the first half of 2020.

Tea division

During the Year, having considered the future and financial performance of
this business division, the Group decided to terminate the operation of its
tea division by exercising its put option and disposing of Xinyang Maojian
International Holding Limited (“Xinyang International”). For further details of
the disposal, please refer to the paragraph headed “Connected transaction in
relation to the exercise of the put option and termination of the share transfer
agreement and the supplemental agreement” of this report.

PROSPECT

The global economy is facing an unprecedented situation due to the outbreak
of COVID-19 since early January 2020, and the pandemic has adversely
impacted various industries and reduced economic activities globally.

Heat and power division

During the Year, although the Group’s residential heat supplying area did
not increase by 500,000 square meters as expected, this business division
was not severally impacted by COVID-19 and the residential heat supplying
area was maintained at 4,000,000 square meters. The management will aim
to continue expanding its residential heat supplying area in the future, and
believes that the heat and power division will continue to be the growth driver
of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

EEETWR D (&)

PROSPECT (continued)

Coal-related chemical production division

During the Year, the management had planned to transform the plant
and equipment of HLCCL in Heihe, Heilongjiang Province, from calcium
carbide into another product — high carbon ferromanganese. However,
as the Heilongjiang Province had been seriously affected by COVID-19 in
the past few months, most of the construction work in the area had been
suspended, leading to the schedule of the transformation being postponed.
The management believes that the transformation of the plant and equipment
of HLCCL will resume in 2021, and will benefit the Group and its shareholders
as a whole.

Construction services division

Due to the impact of the outbreak of COVID-19, Mudanjiang Jinyang
Municipal Engineering Company Limited (“Jinyang Engineering”) had
suspended all its construction services during the first half of 2020. As agreed
between Jinyang Engineering and its subcontractors, the construction
period for the heat exchange stations and facilities and pipelines networks
will be extended, and without additional costs incurred by the Group. The
management will closely monitor the situation and minimize the impact by the
outbreak of COVID-19 as much as possible.

FINANCIAL REVIEW

Capital Structure, Liquidity and Financial Resources
Capital structure

During the Year, the Group financed its operations and business development
with internally generated resources and non-equity funding.

Liquidity and Financial Ratios

As at 30 June 2020, the Group had total assets of approximately HK$1,997
million (2019: approximately HK$2,267 million), which were financed by
current liabilities of approximately HK$394 million (2019: approximately
HK$277 million), non-current liabilities of approximately HK$1,173 million
(2019: approximately HK$1,125 million), non-controlling interests of
approximately HK$54 million (2019: approximately HK$64 million) and
shareholders’ equity of approximately HK$375 million (2019: approximately
HK$801 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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FINANCIAL REVIEW (cContinued)

Capital Structure, Liquidity and Financial Resources
(Continued)

Liquidity and Financial Ratios (Continued)

As at 30 June 2020, the current assets of the Group amounted to
approximately HK$174 million (2019: approximately HK$252 million),
comprising inventories of approximately HK$8 million (2019: approximately
HK$40 million), trade receivables of approximately HK$27 million (2019:
approximately HK$43 million), prepayments, deposits and other receivables
of approximately HK$130 million (2019: approximately HK$161 million),
financial assets at fair value through profit or loss of approximately HK$1
million (2019: approximately HK$1 million), cash and cash equivalents of
approximately HK$8 million (2019: approximately HK$7 million). As at 30
June 2020, the Group’s current ratio (current assets/current liabilities), quick
ratio (current assets — inventory)/current liabilities), gearing ratio (total debts/
total assets) and debts to equity ratio (total debts/shareholders’ equity) of
the Group were approximately 0.4 (2019: approximately 0.9), approximately
0.4 (2019: approximately 0.8), approximately 79% (2019: approximately
62%) and approximately 418% (2019: approximately 175%), respectively.
The higher gearing ratio was mainly attributable to the depreciation in the
plant and equipment of HLCCL and Jinyang Engineering’s suspension of its
construction services, whilst the total debts of the Group remained stable.
Throughout the Year, the management had taken several measures to
improve the liquidity position and financial position of the Group.

Although the Group was in a net current liabilities position as at 30 June
2020, the management has closely monitored the Group’s liquidity position
and has taken appropriate measures to ensure it had sufficient resources to
meet its financial obligations.

Non-equity funding

Bank loans

As at 30 June 2020, the bank loans of the Group amounted to approximately
HK$67 million (2019: approximately HK$74 million). Based on the agreed
repayment schedule set out in the loan agreements, bank loans of
approximately HK$49 million (2019: approximately HK$52 million) were
repayable within 12 months, of which HK$3 million was denominated in Hong
Kong dollars and approximately HK$46 million was denominated in RMB
(2019: approximately HK$3 million was denominated in Hong Kong dollars
and approximately HK$49 million was denominated in RMB).

The effective interest rates on the Group’s bank loans during the Year was
ranged from 2.1% to 8% (2019: 2.2% to 8%).
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FINANCIAL REVIEW (continued)

Capital Structure, Liquidity and Financial Resources
(Continued)

Non-equity funding (Continued)

Bonds

As at 30 June 2020, the aggregate amount of bonds payable was
approximately HK$988 million (2019: approximately HK$906 million). The
net proceeds raised from the placing of bonds were applied to enhance the
working capital of the Group.

Significant investment held by the Company

As at 30 June 2020, the Company did not have any significant investments,
except for the financial assets at fair value through profit or loss of
approximately HK$0.7 million (2019: approximately HK$0.7 million). During
the Year, the Company had recorded a fair value loss on financial assets at
fair value through profit or loss of approximately HK$0.1 million (2019: fair
value gain of approximately HK$5 million).

Charges on the Group’s assets

As at 30 June 2020, bank loans and other loans of approximately HK$67
million (2019: approximately HK$74 million) and approximately HK$66 million
(2019: approximately HK$28 million), respectively, were secured by charges
over the Group’s certain fixed assets and right-of-use assets.

MATERIAL ACQUISITIONS OR DISPOSALS
OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

Connected transaction in relation to the exercise of
the put option and termination of the share transfer
agreement and the supplemental agreement

On 5 January 2018, Prosper Path Limited (a wholly-owned subsidiary of
the Company) (the “Prosper Path”) entered into a share transfer agreement
(the “Share Agreement”) with Dragon Wise Group Limited (an indirect non-
wholly-owned company of Mr. Sha Tao (“Mr. Sha”)) (the “Dragon Wise”) to
acquire 100% of the entire issued share capital (the “Sale Shares”) of Xinyang
International (together with its subsidiaries, the “Xinyang International Group”)
at a total consideration of HK$85,800,000 (the “Acquisition”). On 11 June
2018, Prosper Path and Dragon Wise entered into a supplemental agreement
(together with the Share Agreement, the “Existing Agreements”), pursuant to
which Prosper Path and Dragon Wise agreed to amend certain terms of the
Share Agreement. The consideration of the Acquisition would be satisfied by
way of allotment and issue of 220,000,000 new shares (the “Shares”) of the
Company (the “Consideration Shares” and each a “Consideration Share”) to
Dragon Wise or its nominee(s) at an issue price of HK$0.39 per Consideration
Share. Pursuant to the Existing Agreements, the Consideration Shares would
not be allotted and issued to Dragon Wise unless and until the guaranteed
financial performance (the “Guaranteed Financial Performance”) was met
by the Xinyang International Group and Prosper Path shall in accordance
with the Existing Agreements, procure the Company to allot and issue the
Consideration Shares to Dragon Wise. The Acquisition was completed on 4
October 2018.
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MATERIAL ACQUISITIONS OR DISPOSALS
OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES (continued)

Connected transaction in relation to the exercise of
the put option and termination of the share transfer
agreement and the supplemental agreement (Continued)
Pursuant to the Existing Agreements, in the event that any of the Guaranteed
Financial Performance was not met after completion of the Acquisition,
Prosper Path shall exercise an irrevocable and unconditional put option (the
“Put Option”) in relation to the Sale Shares within seven business days after
the provision of Xinyang International’s audited accounts to Dragon Wise at
an exercise price of HK$1.

As the accumulated audited loss after tax of Xinyang International for
the year ended 30 June 2019 (the “Relevant Period”) was approximately
RMB4,165,000, the Guaranteed Financial Performance for the Relevant
Period (i.e. not less than profit of RMB8,500,000) could not be met.

On 12 February 2020, Prosper Path and Dragon Wise entered into a
termination agreement (the “Termination Agreement”), pursuant to which the
parties have agreed, among others, (i) to terminate the Existing Agreements
and the transactions contemplated thereunder; (i) to waive the term which
required the Put Option be exercised by Prosper Path within seven business
days after the provision of the relevant audited accounts to Dragon Wise (the
“Waiver”); and (jii) that Prosper Path shall exercise the Put Option to dispose
of Xinyang International to Dragon Wise.
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MATERIAL ACQUISITIONS OR DISPOSALS
OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES (continued)

Connected transaction in relation to the exercise of
the put option and termination of the share transfer
agreement and the supplemental agreement (Continued)
Details of the Acquisition (including the Termination Agreement) were
disclosed in the circular of the Company dated 23 July 2018 and the
announcements of the Company dated 5 January 2018, 11 June 2018, 15
August 2018, 12 February 2020 and 8 April 2020, respectively.

AGREEMENT IN RELATION TO POSSIBLE
ACQUISITION IN NOVEMBER 2019

On 18 November 2019, the Company entered into an agreement (the “Xinyang
Maojian Agreement”) with Xinyang Maojian Holdings Co. Ltd.* ({55 E &
% B R A7) (the “Xinyang Maojian Vendor”) pursuant to which the pames
agreed to enter into a further agreement (the “Definitive Agreement”) in which
the Company would acquire and the Xinyang Maojian Vendor would sell some
or all of its assets as set out in the Xinyang Maojian Agreement (the “November
Possible Acquisition”). The major assets owned by the Xinyang Maojian
Vendor include, among other things, (i) production place advantageous to
Xinyang tea, (i) multiple well-known trademarks and brands of tea products,
(i) interests in the Xinyang International Tea City* ({5 % B BX ZX #%), and (iv)
interests in the Luyu Tea Culture Park* (B ¥ X {t &) and the Tea Industrial
Park* (& T % [&). The parties agreed that the consideration would be paid
by way of a combination of cash consideration, bills payable, convertible
bonds and/or consideration shares. The amount and method of payment of
the consideration shall be determined after arm’s length negotiation between
the Company and the Xinyang Maojian Vendor, subject to the terms and
conditions to be set out in the Definitive Agreement.

Given that the assets to be acquired and as set out in the Xinyang Maojian
Agreement were in line with the Group’s development of its tea division
prior to the entering into of the Termination Agreement, the management
considered that the November Possible Acquisition and the entering into of
the Definitive Agreement could enhance, further expand and create synergy
effect to the Group’s tea division.

Details of the November Possible Acquisition were disclosed in the
announcement of the Company dated 18 November 2019.

* For identification purpose only
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LAPSE OF MEMORANDUM OF UNDERSTANDING
IN RELATION TO POSSIBLE ACQUISITION IN
JANUARY 2020

On 28 January 2020, the Company entered into a memorandum of
understanding (the “January MOU”) with two vendors (the “MOU Vendors”),
pursuant to which the Company would acquire and the MOU Vendors would
sell the entire equity interest (the “January Possible Acquisition”) of My Cloud
Technology (Shenzhen) Co. Ltd (the “MOU Target Company”). The MOU
Target Company is principally engaged in the development of mobile internet
integrated platform and it offers concessionary prices and quality services
to attract users to use the platform for consumption on the one hand, and
allows the merchants to make better offers with higher users’ access on
the other hand, thereby enhancing the platform value with the match of
supply and demand. The management considered that the January Possible
Acquisition, if materialised, would enable the Group to leverage on the MOU
Target Company’s background and expertise to further explore favourable
businesses and new development opportunities in the area of software and
information technology and would enable the Group to benefit from the
competitive advantages of the MOU Target Company. Since the parties to
the January MOU were unable to reach an agreement on the terms of the
formal agreement, the January MOU had lapsed on 10 August 2020.

Details of the January Possible Acquisition were disclosed in the
announcements of the Company dated 23 January 2020, 24 January 2020
and 10 August 2020, respectively.
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LAPSE OF DISPOSAL OF SHARES BY THE
SINGLE LARGEST SHAREHOLDER IN APRIL 2019

The Company was informed by Mr. Chan Yuen Tung (“Mr. Chan”), the single
largest shareholder of the Company, and Mr. Sha, the then second single
largest shareholder of the Company, that on 16 April 2019, Mr. Chan and
Mr. Sha entered into a conditional sale and purchase agreement (the “April
2019 SPA”), pursuant to which Mr. Chan agreed to sell and Mr. Sha agreed
to purchase 146,000,000 Shares, representing approximately 10.97% of
the total issued Shares as at the date of the announcement of the Company
dated 16 April 2019 (the “2019 Shareholder Disposal Announcement”), at a
price of HK$0.915 per Share (the “2019 Shareholder Disposal”).

The Company was further informed that the closing of the April 2019 SPA
was conditional upon the fulfillment of certain conditions precedent on or
before 15 December 2019 (or such other date agreed by the parties to
the April 2019 SPA), including in particular, the entering into of a placing
agreement by Mr. Chan to appoint a securities broker licensed to carry
out Type 1 (dealing in securities) activities under the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) as placing agent, to
place on a fully underwritten basis to placees independent of and not parties
acting in concert with Mr. Sha, the remaining 200,479,861 Shares held by
Mr. Chan (the “Placing”) other than the Shares to be disposed of under the
April 2019 SPA. Pursuant to the April 2019 SPA, completion of the Disposal
and the Placing shall take place simultaneously.

On or around 12 February 2020, the Company was informed by Mr. Chan
that as the conditions precedent of the April 2019 SPA had not been
satisfied, pursuant to the terms of the April 2019 SPA, the April 2019 SPA
had lapsed and was of no further effect and neither party to the April 2019
SPA shall have any claim against each other, save for any rights or obligations
which may accrue prior to the lapse of the April 2019 SPA.

Details of the 2019 Shareholder Disposal (including the subsequent lapse
of the April 2019 SPA) were disclosed in the 2019 Shareholder Disposal
Announcement and the announcement of the Company dated 12 February
2020.
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STRATEGIC INVESTMENT FRAMEWORK
AGREEMENT

On 13 February 2020, the Company entered into a strategic investment
framework agreement (the “Framework Agreement”) with SB Green
Investment Fund Limited (“SB Green”, an indirect non-wholly-owned
company of Mr. Sha).

Pursuant to the Framework Agreement, SB Green agreed to cooperate with
the Company and commit to make strategic investments in the Company to
support the Company’s development of new economic businesses that meet
the requirements of green sustainable development, subject to compliance
with the Hong Kong capital market regulations and certain conditions. Based
on the different stages of cooperation, it is expected that SB Green will make
strategic investment of not less than US$50,000,000 to the Company based
on the market situation and use of capital at the relevant time, including
but not limited to debt and equity investments, such as subscription and
issuance of notes, bonds, convertible bonds, and/or share placements.
The management was of the view that both parties would leverage on
their respective advantages, resources and expertise to build a stable and
mutually-beneficial strategic cooperation relationship. The entering into of
the Framework Agreement was in line with the development strategies of
the Company as a whole, which would enable the Company to seize any
potential business and investment opportunities, and was in the interests of
the Company and its shareholders.

Details of the Framework Agreement were set out in the announcement of the
Company dated 13 February 2020.
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EVENTS AFTER THE REPORTING PERIOD

Disposal of 40% equity interests in a subsidiary

On 4 September 2020, Mudanjiang Longtuo New Energy Co., Ltd.
(“Mudanjiang New Energy”), an indirect wholly-owned subsidiary of the
Company) entered into an equity transfer agreement (the “Equity Transfer
Agreement”) with Mr. Lv, an independent third party, to dispose of 40% of
the equity interest (the “Disposal”’) in Mudanjiang Batter-Day Power Limited
(“Mudanjiang BD Power”). Subject to the terms and conditions of the Equity
Transfer Agreement, the consideration of the Disposal was RMB70 million,
which shall be settled as follows: (i) RMB7 million shall be paid on the date
of signing of the Equity Transfer Agreement (the “First Payment”); (i) RMB18
million shall be paid on or prior to 14 September 2020; (i) RMB20 million
shall be paid on or prior to 31 December 2020; and (iv) the remaining RMB25
million shall be paid on or prior to 4 March 2022 (being eighteen months after
the date of signing of the Equity Transfer Agreement) (the “Final Payment”).

The Board had considered, among others, the following factors in relation to
the consideration of the Disposal:

(1) the profitability of Mudanjiang New Energy was on a downward trend,
given the continuous high market prices of the raw coal during the past
few years;

(2)  the Disposal would allow the Group to generate additional cash inflow
and improve its liquidity, which will enhance the Group’s ability to invest
in other future potential investment opportunities;

(8)  given that the P/E ratio of the Disposal (calculated by dividing the
consideration of the Disposal by the average profit after tax of
Mudanjiang New Energy for the three years ended 30 June 2020) was
approximately 9.25, which is relatively high when compared to other
listed companies in similar industries, the Disposal was made at a
premium already; and

(4)  given that for the Year, Mudanjiang New Energy had purchased
approximately 100,000 tonnes of raw coal, the total cost savings made
as a result of the Change in Business Strategy (as defined below) are
estimated to be approximately RMB6,600,000 per year going forward.
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EVENTS AFTER THE REPORTING PERIOD

(Continued)

Disposal of 40% equity interests in a subsidiary
(Continued)

Despite that the estimated total cost savings based on figures from the
Year will not outweigh the net loss on the Disposal (being approximately
HK$38,000,000), in view of the fact that, (i) the total cost savings will increase
the profitability of the heat and electricity supply business in the long run; (i)
Mr. Lv will contribute to the operations of Mudanjiang New Energy; and (iii)
it has been very difficult raising additional funds under the current economic
situation, the Directors therefore considered the basis of consideration and
the consideration of RMB70 million in relation to the Disposal to be fair and
reasonable.

Pursuant to the Equity Transfer Agreement, the parties have agreed that
during the period between the First Payment and the Final Payment, Mr. Lv
may divide the transfer of the 40% of the equity interest in Mudanjiang Power
into a maximum of three transactions (each a “Transaction”, and collectively,
the “Transactions”), with the percentage of equity interest to be transferred for
each Transaction to be further agreed between the parties. The completion
date of each Transaction shall take place on which the relevant business
registration filing requirements are completed, and the Disposal shall take
place when the Transactions have been completed. Upon completion of the
Disposal, the Group will hold, indirectly through Mudanjiang New Energy, 60%
of the equity interest in Mudanjiang BD Power and Mudanjiang BD Power
will remain as a subsidiary of the Company. As at the date of this report, the
Disposal had not been completed yet and the company had received RMB25
million from the Purchaser.

The heat and electricity supply business, in which Mudanjiang BD Power is
the operating subsidiary, is one of the core businesses of the Group. As at
the date of this report, it is the Board’s intention that the heat and electricity
supply business will continue to remain as one of the core businesses of
the Group and the Board has no intention to further dispose the Group’s
remaining interest in Mudanjiang BD Power.
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EVENTS AFTER THE REPORTING PERIOD

(Continued)

Disposal of 40% equity interests in a subsidiary
(Continued)

The Group plans to increase the profitability of the heat and electricity supply
business by purchasing raw coal during the summer season, which will be at
a lower cost, instead of during the peak season of the heat supplying period
(i.e. from October to February), which has been the Group’s usual practice (the
“Change in Business Strategy”). Nonetheless, in order to do so, the Group
had to increase its current general working capital, which will be provided
through the Disposal. In light of this, the Disposal would allow the Group
to realise part of its investment in Mudanjiang BD Power and the increase
in profitability of Mudanjiang BD Power as a result of the decrease in coal
costs and the increase in the Group’s general working capital would thereby
enhance the Group’s ability to invest in other future potential investment
opportunities.

As at the date of this report, although the Group has not identified any
suitable potential investment opportunities, the Group will continue to seek
for appropriate business opportunities in order to broaden the sources
of revenue of the Group. In addition, the Company is of the view that
the arrangement pursuant to the Equity Transfer Agreement is fair and
reasonable and in the interests of the Company and its shareholders as a
whole because, among others, (i) the injection of liquidity into the general
working capital of Mudanjiang BD Power indirectly allows the Group to
purchase raw coal during the low season instead of the peak season; (i) the
injection of liquidity into Mudanjiang BD Power through equity transfer via a
shareholder’s loan extended to Mudanjiang BD Power, to which Mudanjiang
BD Power is obligated to repay the loan (being the amount of general working
capital extended to Mudanjiang BD Power) to the Group irrespective of the
future profitability of Mudanjiang BD Power, as opposed to the subscription
for new equity by Mr. Lv, to which the subscription proceeds will remain
with Mudanjiang BD Power, protects the interests of the Company and its
shareholders; and (iii) the appointment of Mr. Lv as a director of Mudanjiang
BD Power is beneficial to the operations of Mudanjiang BD Power because
Mr. Lv is well-connected in Mudanjiang and will therefore assist in the
expansion and profitability of the operations of Mudanjiang BD Power in
Mudanjiang.

Details of the Disposal were disclosed in the announcements of the Company
dated 4 September 2020 and 19 October 2020, respectively.
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EVENTS AFTER THE REPORTING PERIOD

(Continued)

Memorandum of understanding in relation to possible
issue of convertible bonds

On 3 August 2020, the Company and a strategic partner (the “Strategic
Partner”) entered into a memorandum of understanding (the “Convertible
Bonds MOU”), pursuant to which the Strategic Partner had expressed its
intention to subscribe for convertible bonds to be issued by the Company
at an initial conversion price of HK$0.52 per conversion share and the
number of conversion shares shall not exceed 260,000,000 (the “Convertible
Bonds MOU Subscription”). The parties to the Convertible Bonds MOU
shall endeavour to negotiate, finalise and enter into a formal subscription
agreement in relation to the Convertible Bonds MOU Subscription within sixty
(60) days from the date of the Convertible Bonds MOU. As at the date of this
report, no formal subscription agreement has been entered into yet.

Details of the Convertible Bonds MOU were disclosed in the announcement
of the Company dated 3 August 2020.

Disposal of Shares by the Single Largest Shareholder
in August 2020

The Company was informed by Mr. Chan, the single largest shareholder
of the Company, and Mr. Shie, Thomas (“Mr. Shie”), that on 19 August
2020, Mr. Chan and Mr. Shie entered into an unconditional sale and
purchase agreement (the “August 2020 SPA”), pursuant to which Mr.
Chan agreed to sell and Mr. Shie agreed to purchase 382,000,000 Shares,
representing approximately 28.28% of the total issued Shares as at the date
of the announcement of the Company dated 19 August 2020 (the “2020
Shareholder Disposal Announcement”), at a price of HK$0.72 per Share (the
“2020 Shareholder Disposal”). Pursuant to the August 2020 SPA, completion
of the 2020 Shareholder Disposal would take place within 90 days of the date
of the August 2020 SPA. As at the date of this report, the 2020 Shareholder
Disposal had not been completed yet.

Details of the 2020 Shareholder Disposal were disclosed in the 2020
Shareholder Disposal Announcement.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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EVENTS AFTER THE REPORTING PERIOD

(Continued)

Issue of Convertible Bonds under General Mandate

On 28 October 2020, the Company entered into conditional subscription
agreements (the “Subscription Agreements”) with six individual and corporate
subscribers, each of them being an third party independent of, an not
connected with or acting in concert with the Directors, chief executives or
substantial shareholders of the Company, any of its subsidiaries or their
respective associates, and is independent with each other (the “Subscribers”),
on principally the same terms with each of the Subscribers, respectively (the
“Subscription”).

Pursuant to the Subscription Agreements, the Subscribers shall subscribe for
the zero-coupon convertible bond in the principal amount of HK$100,000,000
at the initial conversion price of HK$0.40 (the “Conversion Price”), due on
the third anniversary of the date of issue. Assuming all the conversion rights
attaching to the Convertible Bonds are exercised by the Subscribers in full, a
maximum of 250,000,000 conversion shares (the “Conversion Shares”) would
be allotted and issued, representing approximately 18.02% of the issued
Shares as at the date of the Company’s announcement dated 28 October
2020 (the “CB Announcement”) and approximately 15.27% of the issued
Shares as enlarged by the allotment and issue of the Conversion Shares upon
full exercise of the conversion rights under the Convertible Bonds pursuant to
the Subscription Agreements.

The Directors considered that the issue of the Convertible Bonds provided
an opportunity for the Company to enhance its working capital and
financial position, and was an appropriate means of raising additional
capital for the Company since it will not have an immediate dilution effect
on the shareholding of the existing shareholders. The gross proceeds
and net proceeds from the issue of the Convertible Bonds amounted to
HK$100,000,000 and approximately HK$97,360,000, resulting in the net
price of approximately HK$0.39 for each Conversion Share. It was intended
that such proceeds would be used for (i) settlement of debts; (i) financing
future investment or new business development as and when opportunities
arise; and (i) general working capital to strengthen the financial position of
the Group. The Subscription was conditional upon, among other things,
the Listing Committee of the Stock Exchange granting the listing of, and
permission to deal in, the Conversion Shares.

As at the date of this annual report, since the Subscription has not been
completed, although the net proceeds have been received, no proceeds have

been utilised yet.

Details of the Subscription were disclosed in the CB Announcement.
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CONTINGENT LIABILITIES

As at 30 June 2020, save as disclosed in note 41 of the financial statements,
the Group did not have any significant contingent liabilities.

FOREIGN EXCHANGE EXPOSURE

Although most of the Group’s operations were carried out in the PRC in
which transactions were denominated in RMB, the Directors consider that the
Group has no significant exposure to foreign exchange fluctuations, despite
of the devaluation of RMB during the Year. The Directors also consider that
there will be sufficient cash resources denominated in Hong Kong dollars
for the repayment of borrowings and future dividends. During the Year, the
Group did not use any financial instrument for hedging purposes and the
Group did not have any hedging instrument as at 30 June 2020.

In face of currency market instability, the Group will make use of hedging
instruments to mitigate the exchange rate risk as and when appropriate.

NUMBER AND REMUNERATION POLICIES

As at 30 June 2020, the Group had 596 full time employees in the PRC and
Hong Kong. The Group recognises the importance of human resources to its
success. Remuneration is maintained at competitive levels with discretionary
bonuses payable on a merit basis and in line with industry practice. Other
staff benefits provided by the Group include mandatory provident fund,
insurance schemes and performance-related commissions.

The Company also operated a share option scheme (the “Scheme”) for the
purpose of providing incentives or rewards to eligible participants for their
contribution to the Group. Details of the Scheme are set out in the section
headed “Share capital and share options” of this annual report.
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CORPORATE GOVERNANCE REPORT

HRESLHLE

This report describes the Group’s corporate governance practices applied
throughout the year ended 30 June 2020 (the “Year”).

The Group is committed to achieving high standards of corporate governance
to safeguard the interests of shareholders and to enhance corporate value
and accountability.

The Company has, throughout the Year, complied with the Corporate
Governance Code and Corporate Governance Report (the “Code”), except
for a certain deviation which is summarised below:

DISTINCTIVE ROLES OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

Code provision A.2.1

Paragraph A.2.1 of the Code provides that the roles of chairman and chief
executive should be separate and should not be performed by the same
individual. The division of responsibilities between the chairman and chief
executive should be clearly established and set out in writing.

Throughout the Year, the roles of Chairman and Chief Executive Officer
were performed by the same individual, Ms. Chan Yuk Foebe, and were
not separated. The board (the “Board”) of directors (the “Directors”) meets
regularly to consider issues related to corporate matters affecting operations
of the Group and considers that this deviation will not impair the balance
of power and authority of the Board and the Company’s management and
thus, the Board believes the current structure will enable effective planning
and implementation of corporate strategies and decisions of the Group.
Notwithstanding the above, the Board will review the current structure from
time to time and shall make necessary amendments at the appropriate time.

THE BOARD OF DIRECTORS

Composition and practices

The Board is responsible for overseeing the Group’s strategic planning and
development, and for determining the objectives, strategic and policies
of the Group while delegating day-to-day operations of the Group to the
management. Besides, each member of the Board is expected to make a full
and active contribution to the Board’s affairs and ensure that the Board acts
in the best interests of the Company and its shareholders as a whole. The
Board regularly reviews the contribution required from a director to perform
his or her responsibilities to the Company, and whether he or she is spending
sufficient time performing them.
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THE BOARD OF DIRECTORS (Continued)

Composition and practices (Continued)

As at the date of this report, the Board comprised eight members, namely, Ms.
Chan Yuk Foebe as the chairman of the Board (the “Chairman”) and the Chief
Executive Officer, Mr. Gao Ran, Mr. Law Tze Ping Eric, Mr. Yu Defa and Mr.
Chen Lei as executive Directors and Mr. Ma Wing Yun Bryan, Mr. Tam Ching
Ho and Mr. Hau Chi Kit as independent non-executive Directors. Details of
their respective experience and qualification are set out in the “Biographical
Details of Directors and Senior Management” section of this annual report.
An updated list of Directors and their respective roles and functions has been
maintained on the websites of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and the Company.

The Board has maintained a balance of skills and experience appropriate for
the requirements of the businesses of the Group. Its composition represents
a mixture of management, accounting and finance, marketing, manufacturing
and procurement with comprehensive experience in and exposure to
diversified businesses. It is the opinion of the Directors that the Board has the
necessary skills and experience appropriate for discharging their duties as
Directors in the best interests of the Company.

Besides, to the best knowledge of the Company, there is no material/relevant
relationship, whether financial, operational, business, family, etc, among
members of the Board.

The Company had received confirmation from the independent non-executive
Directors that they complied with the guidelines on independence set out
under Rule 3.13 of the Listing Rules and had not violated any provision
thereunder throughout the Year. Amongst them, Mr. Ma Wing Yun Bryan,
Mr. Tam Ching Ho and Mr. Hau Chi Kit have the appropriate professional
qualifications and accounting and related financial management expertise
required under Rule 3.10(2) of the Listing Rules.

Appropriate liability insurance for Directors has been arranged for indemnifying
their liabilities arising out of corporate activities. This insurance coverage is
reviewed on an annual basis.
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THE BOARD OF DIRECTORS (Continued)

Training and support for directors

Directors must keep abreast of their collective responsibilities. Each newly-
appointed Director would receive an induction package covering the Group’s
businesses and the statutory and regulatory obligations of a director of
a listed company. To comply with code provision A.6.5 of the Code, all
Directors during the Year, namely Ms. Chan Yuk Foebe, Mr. Law Tze Ping
Eric, Mr. Yu Defa, Mr. Chen Lei, Mr. Lin Bitian, Mr. Ma Wing Yun Bryan, Mr.
Tam Ching Ho and Mr. Hau Chi Kit have participated in the Group briefings
and other training provided by the Group to develop and refresh their
knowledge and skills. The Group continuously updates Directors on the latest
developments regarding the Listing Rules and other applicable regulatory
requirements to ensure compliance and enhance their awareness of good
corporate governance practices. Circulars or guidance notes were issued to
Directors and senior management, where appropriate, to ensure awareness
of best corporate governance practices.

During the Year, the Directors also read various literature on directors’
obligations and responsibilities. A record of the training received from each
of the Directors are kept and updated by the company secretary of the
Company (the “Company Secretary”).
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THE BOARD OF DIRECTORS (Continued)

The Board meeting - full directors’ board meeting
The Board meets regularly at least four times a year at quarterly intervals and
holds additional meetings as and when the Board thinks appropriate.

During the Year, 4 Board meetings were held for discussion of the Company’s
matters. The attendance of each Director, on a named basis and by category,
at the Board meetings during the Year is set out below:
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Number of meetings

attended/Number of
Board meetings held
HESERE

Directors Bx EEEERBRTAE
Executive directors HiTER
Ms. Chan Yuk Foebe PRS2zt 4/4
Mr. Gao Ran (Note (i) = A (IEG) 0/0
Mr. Law Tze Ping Eric O 4/4
Mr. Yu Defa FrEsks 0/4
Mr. Chen Lei PRE S 2/4
Mr. Lin Bitian (Note (i) R HE 5 A (B 5 Gi)) 0/0
Independent non-executive directors BUHNTESE
Mr. Ma Wing Yun Bryan FREm & 4/4
Mr. Tam Ching Ho BERZLE 3/4
Mr. Hau Chi Kit EEAEE 3/4
Notes: BsE

(i) Mr. Gao Ran was appointed as an executive Director on 23 July 2020.

(ii) Mr. Lin Bitian was appointed as an executive Director on 12 March 2020, and
had then resigned on 23 July 2020.
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THE BOARD OF DIRECTORS (Continued)

The Board meeting - executive Directors’ board
meeting

In addition, during the Year, 16 executive Directors’ board meetings were held
to deal with the compliance of legal and administrative procedures, including
internal corporate re-structuring and company secretarial matters.

To handle the above-mentioned matters, at least two executive Directors
were required to form a quorum.
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The attendance of each Director, on a named basis and by category, at the ~ AREER @ IRUEZRERIFE L BREEZLFEH
executive Directors’ Board meeting during the Year is set out below: TEZEESFH 2REEINAT
Number of meetings
attended/Number of
executive Directors’
board meetings held
HESRRE,
BITEESE
Directors BE BRETRE
Executive Directors HiTER
Ms. Chan Yuk Foebe PRS2t 16/16
Mr. Gao Ran (Note (i) = A (IREG) 0/0
Mr. Law Tze Ping Eric BTV EAE 16/16
Mr. Yu Defa FEREE 0/16
Mr. Chen Lei PRE S 5/16
Mr. Lin Bitian (Note (i) R HE 5 A (P R Gi)) 0/6
Independent non-executive Directors B TTEE
Mr. Ma Wing Yun Bryan FREm & N/A 7~
Mr. Tam Ching Ho BERZLE N/A N3
Mr. Hau Chi Kit EEGSE N/A “I~iiE A
Notes: MI3E

(i) Mr. Gao Ran was appointed as an executive Director on 23 July 2020.

(ii) Mr. Lin Bitian was appointed as an executive Director on 12 March 2020, and
had then resigned on 23 July 2020.
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THE BOARD OF DIRECTORS (Continued)

The Board meeting - committee meeting

During the Year, 6 Board committee meetings were held. The attendance
of each Director, on a named basis and by category, at Board committee
meetings during the Year is set out below:
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Number of meetings attended/
Number of meetings held

HESBERY FHRETAH

Remuneration Audit Nomination
Committee Committee Committee

Directors B SMEES EREEY REZEY
Executive Directors HITEE
Ms. Chan Yuk Foebe PRS2zt N/A N3 N/A 3 B 2/2
Mr. Gao Ran (Note (i) = (HEG) N/A 73 F N/A 73 N/A 73
Mr. Law Tze Ping Eric BTFRE N/A i A N/A “NiE N/A “~iE A
Mr. Yu Defa FEEE N/A 7~ N/A “INiE N/A i B
Mr. Chen Lei PREE S N/A 7~ N/A i B N/A i@
Mr. Lin Bitian (Note (ii) MRS 2 A (B3 (G)) N/A 73 A N/A i B N/A i B
Independent non-executive Directors BUHRTEE
Mr. Ma Wing Yun Bryan FBERIRSE 2/2 2/2 2/2
Mr. Tam Ching Ho eSS 2/2 2/2 2/2
Mr. Hau Chi Kit EREGRE 2/2 2/2 2/2
Notes: I5E -

0] Mr. Gao Ran was appointed as an executive Director on 23 July 2020.

(ii) Mr. Lin Bitian was appointed as an executive Director on 12 March 2020, and
had then resigned on 23 July 2020.

Pursuant to the Company’s Bye-laws, meetings or extraordinary
meetings of the Board may be convened by means of telephone or similar
telecommunication facilities. Regular meetings of the Board were held during
the Year. Extra meetings were also held to cater for important matters
arising from time to time. Notices of regular Board meetings are served
to all Directors at least 14 days before the meetings. For other Board and
committee meetings, reasonable notice is generally given. Board papers
together with all appropriate, complete and reliable information are sent to
all Directors/committee members at least three days before each meeting to
keep the Directors appraised of the latest developments and financial position
of the Company to enable them to make informed decisions.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EEERHRE (E)

THE BOARD OF DIRECTORS (Continued)

The Board meeting - committee meeting (Continued)
Minutes of Board/committee meetings would be kept by the Company
Secretary and shall be open for inspection by Directors. Where Directors have
a material or conflict of interests in any transaction discussed in the Board/
committee meetings, such a transaction will not be dealt with by way of
written resolutions unless clear declaration of interest is made by the relevant
Directors. The Directors concerned could express their views on the matter
but would not be counted as part of the quorum and shall abstain from voting
on the relevant resolutions.

In addition, to facilitate the decision-making process, the Directors have free
access to the management for enquiries and to obtain further information,
when required. The Directors can also seek independent professional advice,
in appropriate circumstances, at the Company’s expense in discharging
their duties to the Company. All Directors have unrestricted access to the
Company Secretary who is responsible for ensuring that the Board/committee
procedures are complied with and for advising the Board/committee on
compliance matters.

Non-executive Directors, including independent non-executive Directors,
should attend Board, committee and general meetings and contribute to the
Company’s strategy and policies.

Appointment and re-election of directors
The Company has established formal, considered and transparent
procedures for the appointment and succession plan of directors.

All independent non-executive Directors are appointed for a specific term.
The term of office for Mr. Ma Wing Yun Bryan is two years with effect from 1
April 2019. The term of office for Mr. Tam Ching Ho is two years with effect
from 7 December 2019. The term of office for Mr. Hau Chi Kit is two years
with effect from 18 December 2019.

In accordance with the Company’s Bye-laws, all Directors are subject to
retirement by rotation at least once every three years and any new Director
appointed to fill a casual vacancy or as an addition to the Board shall submit
himself/herself for re-election by shareholders at the first general meeting after
appointment.

The Board as a whole, with the nomination committee (the “Nomination
Committee”), is responsible for reviewing the Board composition, developing
and formulating the relevant procedures for nomination and appointment of
Directors, monitoring the appointment and succession plan of directors and
assessing the independence of independent non-executive Directors.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EEERHE (F)

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) set out in Appendix 10 to the
Listing Rules as its own code of conduct regarding securities transactions
by the Directors. Having made specific enquiry of all Directors, the Board
confirmed that all the Directors had complied with the required standard of
dealings set out in the Model Code throughout the Year. No incidents of non-
compliance of such guidelines was noted by the Company during the Year.

BOARD COMMITTEES

The Board has established three Board committees, namely the remuneration
committee (the “Remuneration Committee”), the audit committee (the “Audit
Committee”) and the Nomination Committee for overseeing particular aspects
of affairs of the Company. These committees have been established with
defined written terms of reference, as approved by the Board, which set out
the committee’s major duties.

The Board committees are provided with sufficient resources to discharge
their duties and upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the expense of the
Company.

Audit committee

The Company set up the Audit Committee on 8 April 2001, with written
terms of reference, for the purposes of reviewing and providing supervision
over the Group’s financial reporting process and internal control systems. In
accordance with the requirements of the Code, the terms of reference of the
Audit Committee were revised on 21 October 2006, 21 March 2012 and 31
December 2018, respectively, in terms substantially the same as the code
provisions set out in the Code.

As at 30 June 2020, the Audit Committee comprises three independent non-
executive Directors, namely, Mr. Ma Wing Yun Bryan (chairman), Mr. Tam
Ching Ho and Mr. Hau Chi Kit, all of whom are not involved in the day-to-day
management of the Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EEERHRE (E)

BOARD COMMITTEES (Continued)

Audit committee (Continued)

The primary duties of the Audit Committee are to review and supervise
the Company’s financial reporting process. The Audit Committee is also
responsible for reviewing the auditor’s appointment, the auditor’s remuneration
and any matters relating to the termination of, the appointment of and the
resignation of the auditor. In addition, the Audit Committee also examines the
effectiveness of the Company’s internal controls and risk management, which
involve regular reviews of the internal controls of various corporate structure
and business processes on a continuous basis, and take into account their
respective potential risk and urgency, to ensure the effectiveness of the
Company’s business operations, risk management system and the realisation
of its corporate objectives and strategies. The scope of such examinations
and reviews include finance, operations, regulatory compliance and risk
management. Each member of the Audit Committee has unrestricted access
to the external auditor and all senior management of the Group in order to
discharge its responsibilities. Save as disclosed above, during the Year, the
Audit Committee reviewed the audited financial statements of the Company
for the Year and the unaudited financial statements of the Company for the
six months ended 31 December 2019. It also reviewed the system of internal
control and risk management of the Company.

During the Year, the Audit Committee met twice with the external auditor.
Please refer to the table set out in the section “The Board Meeting —
Committee Meeting” of this report for the attendance record of individual
Audit Committee members. The Audit Committee met with the external
auditors and management to discuss and review, among others, (i) the
scope of work, timetable and auditors’ fee; (ii) the auditors’ disclaimer of
opinion set out in the financial statements for the Year; (i) interim results for
the six months ended 31 December 2019; (iv) the adequacy and quality of
accounting and financial reporting staff; and (v) risk management and the
internal control systems of the Group. The Audit Committee reviewed and
confirmed the external auditors’ independence and objectivity and to evaluate
the effectiveness of the internal control systems, together with the scope of
audit services and fees in connection therewith.

The Audit Committee has recommended to the Board that Elite Partners CPA
Limited, be nominated for re-appointment as auditor of the Company at the
forthcoming annual general meeting of the Company.
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BOARD COMMITTEES (Continued)

Remuneration committee

The Remuneration Committee was established on 1 July 2005 with its specific
written terms of reference revised on 21 March 2012 and 31 December
2018, respectively, in compliance with the code provisions of the Code. As
at 30 June 2020, the Remuneration Committee comprises three independent
non-executive Directors, namely Mr. Ma Wing Yun Bryan (chairman), Mr. Tam
Ching Ho and Mr. Hau Chi Kit.

The Remuneration Committee is responsible for, inter alia, advising the
Board on the remuneration policy and structure for all remuneration of the
Directors and senior management of the Company, as well as reviewing
and either determining with delegated responsibility the remuneration
packages of individual executive Directors and senior management or
making recommendations to the Board on the remuneration packages of
individual executive Directors and senior management in accordance with
code provision B.1.2(c)(ii) of the Code; making recommendations to the
Board on the remuneration of non-executive Directors, and approving the
compensation to executive Directors and senior management for any loss
or termination of their office or appointment, and reviewing and approving
compensation relating to dismissal or removal of Directors for misconduct.
No Director was involved in deciding his/her own remuneration.

Remuneration of directors and senior management
Pursuant to code provision B.1.5 of the Code, the remuneration of the
members of the senior management by band for the Year is set out below:
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Number of individuals

Remuneration band (HK$) g E (BT) A
Nil to 1,000,000 £ 21,000,000 4
Further particulars regarding Directors’ emoluments and the five highest paid ~ 181% F iR BIMsE T+ N ETFH B EHEEH <

employees as required to be disclosed pursuant to Appendix 16 to the Listing
Rules are set out in note 15 to the financial statements.

The Remuneration Committee meets at least once a year. During the Year,
the Remuneration Committee met four times, during which it assessed the
performance of the executive Directors. The attendance of each member
of the Remuneration Committee, on a named basis and by category, at the
committee meetings during the Year is set out in the section “The Board
Meeting — Committee Meeting” of this report.
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EEERHRE (E)

BOARD COMMITTEES (Continued)

Nomination committee

The Nomination Committee was established on 2 November 2007, with
its specific written terms of reference revised on 21 March 2012 and 31
December 2018, respectively, in compliance with the code provisions of
the Code. As at 30 June 2020, the Nomination Committee comprised one
executive Director, namely Ms. Chan Yuk Foebe (chairman), and three
independent non-executive Directors, namely Mr. Ma Wing Yun Bryan, Mr.
Tam Ching Ho and Mr. Hau Chi Kit.

The Nomination Committee is responsible for, inter alia, the following:

(@  to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

(b)  to identify individuals suitably qualified to become members of the
Board and select or make recommendations to the Board on the
selection of, individuals nominated for directorships;

(c)  toassess the independence of independent non-executive Directors;

(d)  to make recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for Directors, in
particular the chairman and the chief executive officer;

(e)  to do any such things to enable the Committee to discharge its powers
and functions conferred on it by the Board;

4] to conform to any requirement, direction, and regulation that may from
time to time be prescribed by the Board or contained in the constitution
of the Company or imposed by the Listing Rules or applicable laws;
and

(@  to ensure the chairman of the Committee, or in the absence of the
chairman, another member of the Committee or failing this his duly
appointed delegate, be available to answer questions at the annual
general meeting of the Company.

The Nomination Committee would review the composition of the Board from
time to time where Board diversity would be considered from a number of
aspects, including but not limited to gender, age, cultural and education
background, ethnicity, professional experience, skills, knowledge and length
of services.

BEEZEgW

BREEEE
RARARRZEEELF+—AZAKLIRERZE
e UNRR - BE——F=A-_+—HARER_Z
—\F+ZA=+—RHEEmBEEaE - g
SFFAETANEN - RZEZZFEF A=
H REZESHEWTESTME LI (EE)
INR=BEINTESSTERMEE BEHRE
A RAEEG I AR -

RELZEGBE(EHEE)WT -

@ ZESEBFRIEFGZIRE RERMEK
(BHEREE - B R&RTE) @ WHL I A5
FHEPHAEFTSRIEBZUBAARFZ
DA

b VEARAREERAUETIEZENEZA
T WHBRREEMALTHEEEILR
EFRERMHER

© FHEEMIFMTERZEUIE

d) HMEFZEREEURERF(LHZERER
TTHAEEL) TRt IR E RS R

@ AREZEEUETEFEAHERTZIENR
BEEMAETTEMNEE

f ETEESUIRRERARRBEEEIRM
R ETRAUSEREREINZAEMRE
R KIRBI ¢ B

@ WRZEEIF FETFRFEHHE—H
ZR(RWZERERELF - WHEAR
EZRBEARBBRBFAG R Z A -

REZBGHTHRISEFTEMEN - WkZES
HEBEEERZ L BRETRRMER - F
B UERBEER Bk - BELR - K-
FE K RIS 1 o



Xinyang Maojian Group Limited Annual Report 2020

CORPORATE GOVERNANCE REPORT (CONTINUED)

EEERHE (F)

BOARD COMMITTEES (Continued)

Nomination committee (Continued)

The Nomination Committee adopted the board diversity policy on 31
December 2018. The Company recognises and embraces the benefits of
having a diverse composition of the Board, gender and other qualities will
be considered in determining the optimum Board composition. The ultimate
decision will be based on merit and contribution that the selected candidates
are likely to bring to the Board.

During the Year, the Nomination Committee met four times during which
discussed and reviewed the structure, size and composition of the Board.
Please refer to the table set out in the section “The Board Meeting —
Committee Meeting” of this report for the attendance record of individual
Nomination Committee members.

Corporate governance functions

During the Year, the Board determined the policy for the corporate
governance of the Company, and performed, inter alia, the following duties: (a)
developed and reviewed the Company’s policies and practices on corporate
governance and made recommendations to the Board; (b) reviewed and
monitored the Company’s policies and practices on compliance with legal
and regulatory requirements; (c) developed, reviewed and monitored the
code of conduct applicable to employees and Directors; (d) reviewed the
Company’s compliance with the Code and disclosure in the Corporate
Governance Report; and (e) reviewed and monitored the training and
continuous professional development of Directors and senior management.

Company secretary

Mr. Ma Kin Ling was appointed as the Company Secretary since May 2016.
Mr. Ma has confirmed that he has taken no less than 15 hours of relevant
professional training during the Year. The Company is of the view that Mr. Ma
has complied with Rule 3.29 of the Listing Rules.

DIRECTORS’ RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for (i) overseeing the
preparation of the financial statements of the Group with a view to ensuring
such financial statements are in accordance with statutory requirements and
applicable accounting standards; and (ii) selecting suitable accounting policies
and applying them consistently with the support of reasonable and prudent
judgments and estimates.

The independent auditor’s report of the Company about their reporting
responsibilities on the consolidated financial statements of the Group is set
out on pages 66 to 69 of this annual report.
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ACCOUNTABILITY AND AUDITOR’S
REMUNERATION

The Board is responsible for presenting a balanced, clear and understandable
assessment of annual and interim reports, price-sensitive announcements
and other disclosures required under the Listing Rules and other regulatory
requirements. The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the Year.

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

Save as disclosed in the “Independent Auditor’s Report” section of this annual
report, there are no material uncertainties relating to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going
concern. The Board has not taken any different view from that of the Audit
Committee in respect of the selection, appointment, resignation or dismissal
of external auditor.

The remuneration paid to Elite Partners CPA Limited, the external auditor of
the Company, and the nature of services are set out as follows:
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Type of services provided by Fee paid/payable
the external auditor SNEEAZ B AT IR R AR AS S B Bt EAER
HK$’000
FAT
Audit services: BHER -
Audit of annual financial statements BEZEFYHRE 1,200
Non-audit services: FEZERT -
Reviewing the Group’s interim results for the EHAEFEEE T -NF+-_A=1+—HIt
six months ended 31 December 2019 NMEA Z AR 70

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for the effectiveness of the Group’s internal control
and risk management systems. The internal control and risk management
systems are designed to meet the Group’s particular needs and the risks to
which it is exposed, and by their nature can only provide reasonable, but not
absolute assurance against misstatement or loss.

Procedures have been set up to safeguard assets against unauthorised
use or disposition, control capital expenditure, maintain proper accounting
records and ensure the reliability of financial information used for business
and publication. Qualified management throughout the Group maintains and
monitors the internal control systems on an ongoing basis.
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INTERNAL CONTROL AND RISK MANAGEMENT

(Continued)

The internal audit department was set up on 15 May 2006, under the
supervision of the Board. During the Year, the Board reviewed the
effectiveness of the internal control and risk management systems of the
Group on the adequacy and effectiveness of the Company’s internal controls
and risk management. The review covers aspects relating to financial and
compliance controls of the major subsidiaries of the Company. Moreover,
operation professionals had been appointed to perform reviews on the new
information systems and operations. These reviews included operational
workflow and risk management controls over new manufacturing functions
of the Company. It was also the Board’s review to consider the adequacy
of resources, staff qualifications and experience, training programmes and
budget of the Company’s accounting and financial reporting function.

SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS

The Company encourages two-way communications with both institutional
and private investors. Extensive information about the Company’s activities
is provided in its annual reports and interim reports, which are sent to
shareholders of the Company.

Designated executive Directors and senior management maintain regular
dialogue with institutional investors and analysts to keep them abreast of
the Company’s developments. Enquiries from investors are dealt with in an
informative and timely manner. Investors may write directly to the Company at
its principal place of business in Hong Kong for any inquiries.

At general meetings, the Chairman of the meetings raises separate resolutions
for each effectively independent matter. The general meetings of the Company
provide an opportunity for communication between the shareholders and
the Board. The Chairman and the chairman of the Board committees, or in
their absence, other members of the respective committees, must attend
the annual general meeting to address shareholders’ queries. The external
auditor is also invited to attend the Company’s annual general meetings and
is available to assist the Directors in addressing queries from shareholders
relating to the conduct of the audit and the preparation and content of its
auditor’s report.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EEERHRE (E)

SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS (Continued)

Shareholder(s) holding, at the date of deposit of the requisition, not less than
one-tenth of the paid up capital of the Company having the right of voting at
general meetings can make a requisition to convene an extraordinary general
meeting pursuant to article 62 of the Company’s Bye-laws. The procedures
for shareholders to put forward proposals at general meetings are stated as
follows:

(@)  The written requisition must state the purposes of the meeting, and
must be signed by all the shareholders concerned and may consist
of several documents in like form each signed by one or more
shareholders concerned.

(b)  The written requisition must be stated with the head office of the
Company at Room 4007, 40/F., China Resources Building, 26 Harbour
Road, Wan Chai, Hong Kong, for the attention of the Directors or the
Company Secretary.

(c)  The written requisition will be verified with the Company’s branch share
registrar and upon their confirmation that the request is proper and in
order, the Company Secretary will ask the Board to include the relevant
resolution in the agenda for such general meeting. Such general
meeting shall be held within two months after the deposit of such
requisition.

(d) If within 21 days of such deposit, the Directors fail to proceed
to convene such a general meeting, the requisitionist(s) himself
(themselves) may themselves convene a meeting, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of
the Directors to do so shall be reimbursed to the requisitionist(s) by the
Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)
EREBEE (R)

SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS (Continued)

During the Year, one general meeting were held. The 2019 annual general  WRAFE BT ARERE - —T— LFRK
meeting was held on 18 December 2019. The attendance record of each ~ RBEF ARG VKR T —NEFE+-A+/\HE/T »
Director, on a named basis and by category, at the general meetings held ~ ANEER @ IREZFERFE s BREZHFER
during the Year under review is set out below: RAE ZREEEEATN AT

RERERR R EEBEE @

Number of general
meetings attended/
Number of general
meetings held

HERRAERE
Directors B= BRAERITRIH
Executive Directors HITEE
Ms. Chan Yuk Foebe PR 2 224 1/1
Mr. Gao Ran (Note (i) = 5 A (BEE() 0/0
Mr. Law Tze Ping Eric BTV EE 0/1
Mr. Yu Defa Fregkst 0/1
Mr. Chen Lei BRE e 4 0/1
Mr. Lin Bitian (Note (i) R4 R ST AE (T REG)) 0/0
Independent non-executive Directors BUHNTESE
Mr. Ma Wing Yun Bryan FREm & 0/1
Mr. Tam Ching Ho BRRRE 0N
Mr. Hau Chi Kit BEERE 0N
Notes: PEE -
0] Mr. Gao Ran was appointed as an executive Director on 23 July 2020. (i) SHELERZZE_ZFLA-+t=-BEZTAH

TEE -

(i) Mr. Lin Bitian was appointed as an executive Director on 12 March 2020, and (i) MBHATER T _SF=A+-AEZEAH

had then resigned on 23 July 2020. TEF AR -_ZT-ZTFLA-+=HEHE -

No amendments were made to the Company’s Bye-laws during the Year. AFER » AAF 2 A GBI EERER] o &

The Company’s Bye-laws is available on both the websites of HKEx and the  A&].2 2 BIAHRIFABE S T S AR A B4 uh a] (&6 -
Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

EEERHRE (E)

SHAREHOLDERS’ RIGHTS AND INVESTOR
RELATIONS (Continued)

Shareholder services

Any matter in relation to the transfer of shares, change of name or address, or
loss of share certificates should be addressed to the Company’s Hong Kong
branch share registrar and transfer office as follows:

Tricor Tengis Limited

54/F, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong
Tel: 2980 1888

Fax: 2861 0285

Shareholders’ enquiries to the Board

Shareholders of the Company may send their enquiries to the Board in writing
with contact details (including registered name, address, telephone number
and email address) to the Company Secretary as follows:

Address:  Room 4007, 40/F., China Resources Building,
26 Harbour Road, Wan Chai, Hong Kong
Telephone: 2845 3131

Fax: 2845 3535

Email: info@xinyangmaojian.com.hk
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
EEREREEAERHN

DIRECTORS

Executive Directors

Ms. Chan Yuk Foebe (Ff £), aged 51, is the chairman (the “Chairman”) and
chief executive officer of the Group and joined the Group as an executive
Director in January 2004. Ms. Chan is responsible for the overall management
and business development of the Group. Ms. Chan holds a bachelor’s degree
in Accountancy from the Queensland University of Technology in Australia. Ms.
Chan has more than 10 years of experience in the areas of corporate finance
and management. Save as disclosed herein, Ms. Chan did not hold any other
directorships in listed public companies in the last three years. Ms. Chan was
appointed as the Chairman and a member of nomination committee of the
Company (the “Nomination Committee”) with effect from 2 February 2012.

Mr. Gao Ran (&), aged 29, is an executive Director and vice-chairman. He
is currently the chairman of Shenzhen Global Fund Management Co., Ltd.*
(RYITT 2ERESEE AR 2 A)) and the independent non-executive director
of Lapco Holdings Limited (Stock Code: 8472), a company listed on GEM of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). He has
extensive experience in fund investment and asset management, corporate
strategy, corporate finance and business development and management. Mr.
Gao was appointed as an executive Director with effect from 23 July 2020.

From June 2013 to September 2015, he was the chairman of Changchun
Houde Real Estate Brokerage Co., Ltd.* (REMEZEELL B R A F).
He also served as the chairman of Changchun Haizhong Real Estate
Brokerage Co., Ltd.* (R&TEREHELL A B R A R)) from October 2011 to
May 2012.

Mr. Gao was recognized as “Top Ten Leaders in China’s Financial Industry”
(FEERITEHEEEAY), “Outstanding Leader of Jilin Province™ (S #4&
BEH4BE AY) and “Top Ten Outstanding Youth in Jilin Province™ (& #& +
Kt F4F) and “First Person in Venture Capital after 90s™ (9014 &% 1% &
% — A) by Beiing General Evaluation and Certification Center* (it 7 Z218
&£ REH L) and Beijing Evaluation and Assessment Center for Enterprise
Creditability* (It REFEFEZERFEFEBFEF D), in 2017, 2018 and 2019
respectively.

Mr. Gao is currently pursuing an executive master of business administration
degree with The PBC School of Finance of Tsinghua University (&% A2
BOEEZER).
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

EENSREEASEHNT

Mr. Law Tze Ping Eric (& ), aged 40, is an executive Director. Prior to
joining the Group, Mr. Law worked as a business consultant and provided
consultancy services for listed and non-listed companies in Hong Kong.
Save as disclosed herein, Mr. Law did not hold any other directorships in
listed public companies in the last three years. Mr. Law was appointed as an
executive Director with effect from 3 March 2015.

Mr. Yu Defa ( F & 2 ), aged 53, is an executive Director. He is currently
the chief operation director of Heihe Longjiang Chemical Limited* (“Heihe
Longjiang”), a subsidiary of the Company. Mr. Yu had been the sales and
operating general manager of medium-sized enterprises with more than ten
years of extensive experiences in sales operation and management.

He joined the Group in October 2011 and was promoted as the deputy
general manager of Heihe Longjiang in October 2013. Mr. Yu majored in civil
work engineering in Harbin University of Science and Technology from 1988
to 1990. Save as disclosed herein, Mr. Yu did not hold any other directorships
in listed public companies in the last three years. Mr. Yu was appointed as an
executive Director with effect from 5 May 2014.

Mr. Chen Lei ( BR & ), aged 57, is a well-known media planner. Mr. Chen
graduated from Beijing Normal University with a degree in Chinese language
in 1986. In the 1980s, he engaged in literature critique, focusing his work
on novels and poetry. After the 1990s, Mr. Chen moved into the television
industry, involving in the planning, editing and production stages of various
television programme, among which, “Touching China” is widely known. He
is currently a director of new media Iaboratory of Beijing Hongyun Rongtong
Technology Co., Limited (1t R 4L E @R K i B R A
president of Strategy and Development Research Institution of the Chinese
Eco Development Association ({F B 4 B34 R R # ®), a brand consultant
of the China Foundation for Poverty Alleviation (FF Bl %k & & © & ) and a
member of council of the Muxin Entrepreneur Fellowship (/R &% FE &).
Mr. Chen was appointed as an executive Director effect from 24 April 2019.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EERERERASHN(H)

Independent Non-executive Directors

Mr. Ma Wing Yun Bryan (5588fiX), aged 55, is an independent non-executive
Director and is also the chairman of the audit committee of the Company (the
“Audit Committee”) and a member of each of the remuneration committee
of the Company (the “Remuneration Committee”) and the Nomination
Committee. Mr. Ma is the finance director of Union Sun International Group
Limited, a non-listed company with affiliates dealing in property development
in the PRC. He was an independent director of Celestial Nutrifoods Limited
(the shares of which are listed on the main board of Singapore Exchange
Securities Trade Limited (the “Singapore Exchange”)) until 18 July 2011.
He has approximately 20 years of experience in the areas of audit, financial
management and operational management. Mr. Ma is an associate member
of the Hong Kong Institute of Certified Public Accountants. Mr. Ma was
appointed as an independent non-executive Director in February 2001.

Mr. Tam Ching Ho (FE B %), aged 49, appointed on 30 June 2007, is an
independent non-executive Director and is also a member of each of
the Audit Committee, the Remuneration Committee and the Nomination
Committee. Mr. Tam is a certified public accountant (practising) registered
with the Hong Kong Institute of Certified Public Accountants (“HKICPA”).
He has worked in a reputable international accounting firm for about eight
years and specialised in providing assurance services for pre-listing, listed
and multinational companies. He has also held senior positions in several
companies, including as a financial controller of a company listed on the main
board of the Stock Exchange and another company listed on the main board
of the Singapore Exchange for a total of about seven years. Mr. Tam has
accumulated extensive experiences in corporate finance and administration,
listing compliance, investor relations, accounting and auditing. Mr. Tam
holds a bachelor’'s degree of arts with honors in accountancy. He is an
associate member of the HKICPA and a fellow member of The Association
of Chartered Certified Accountants. Mr. Tam is also currently an independent
non-executive director of Chaoda Modern Agriculture (Holdings) Limited
(Stock Code: 682), the shares of which are listed on the main board of the
Stock Exchange. Save as disclosed herein, Mr. Tam did not hold any other
directorships in listed companies in the last three years.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EERERERASHN(H)

Mr. Hau Chi Kit (fR&#§), aged 49, appointed on 18 December 2013, is an
independent non-executive Director and also a member of each of the Audit
committee, the Remuneration Committee and the Nomination Committee.
He was a barrister-at-law in private practice in Hong Kong from 2001 to
2008. Prior to becoming a barrister, he worked at the Securities and Futures
Commission. Mr. Hau is currently a solicitor and is an independent non-
executive director of Zhongzheng International Company Limited (formerly
known as “e-Force Holdings Limited”) (Stock Code: 943), a company listed
on the Main Board of the Stock Exchange and hmvod Limited (formerly
known as “Trillion Grand Corporate Company Limited”) (Stock Code: 8103),
a company listed on GEM of the Stock Exchange, respectively. Mr. Hau was
an independent non-executive director of Code Agriculture (Holdings) Limited
(currently known as “Farnova Group Holdings Limited”), a company listed on
GEM of the Stock Exchange (Stock Code: 8153) until 18 July 2019. Save
as disclosed herein, Mr. Hau did not hold any other directorships in listed
companies in the last three years.

SENIOR MANAGEMENT

Mr. Ma Kin Ling ( 5 #& /& ), aged 38, is the chief financial officer and the
company secretary of the Group. Mr. Ma is responsible for the financial
reporting and company’s secretarial functions of the Group. Mr. Ma
graduated from City University of Hong Kong with a bachelor’s degree
in Accountancy and Law. Mr. Ma joined the Group in May 2016. Prior to
joining the Group, he worked in a reputable international accounting firm and
has over 10 years of professional experience in accounting, auditing and
financial management. Mr. Ma is a member of the HKICPA. Mr. Ma is also an
independent non-executive director of SunCorp Technologies Limited (Stock
Code: 1063) and Hong Kong Finance Investment Holding Group Limited
(Stock Code: 7), the shares of which are listed on the Main Board of the
Stock Exchange, respectively. Save as disclosed herein, Mr. Ma did not hold
any other directorships in listed companies in the last three years.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)
EERERERASHN(H)

SENIOR MANAGEMENT REMUNERATION
SYSTEM

The remuneration system of the senior management of the Group is a
combination of the economic benefit of the senior management (including
executive directors) and the operational results and share performance of the
Group. Most of the members of the senior management have signed result
examination contracts’ with the Company. In this system, the remuneration of
the senior management comprises three parts, namely, basic salary, bonus
and share options. The floating remuneration of the senior management
represents approximately 70% to 75% of their total potential remuneration,
which includes result bonuses and share options representing approximately
15% to 25% and 50% to 60% respectively of their total potential
remuneration. Floating remuneration is linked with the specific business
performance indicators, for example, the net profit, capital return and cost
reduction indicator.

* For identification purpose only
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FHEREBERAT

ZECTEFR

REPORT OF THE DIRECTORS

EEEHRE

The directors of the Company (the “Directors”) present their report and the
audited financial statements of the Group for the year ended 30 June 2020 (the
“Year”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities of the subsidiaries are set out in note 23 to the financial
statements.

An analysis of the Group’s performance for the Year by business segments is
set out in note 11 to the financial statements and in the section “Management
Discussion and Analysis” of this annual report.

RESULTS AND DIVIDENDS

The Group’s loss for the Year and the state of affairs of the Company and of
the Group as at that date are set out in the financial statements on pages 70
to 184 of this annual report.

The Directors do not recommend the payment of dividend for the Year.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results and of the
assets, liabilities and equity of the Group for the last five financial years, as
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extracted from the audited financial statements and restated as appropriate: BEERGENARERIHE -
Results E4
Year ended 30 June
BEXA=THLEEE
2020 2019 2018 2017 2016
B ZENEF ZE-NF ZT—tF ZZF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FAET FAET TFAET
REVENUE i 194,337 323,048 367,632 186,110 68,300
LOSS FROM OPERATIONS REEE (273,681) (606,188) (143,287) (91,744) (429,842)
Finance costs BT (110,944) (92,627) (82,594) (60,078) (68,945)
LOSS BEFORE TAX BB ATEE (384,625)  (898,815) (225,881) (151,822) (498,787
Income tax credit FTSTi e - 1,233 7,267 20,945 4,580
PROFIT/(LOSS) FOR THE YEAR A& #F],/ (F518) (384,625)  (897,582) (218,614) 61,318 (508,396)
Attributable to: FEfh -
Owners of the Company RARER A (373,171) (667,369) (199,324) 68,481 (421,647)
Non-controlling interests IR (11,454) (30,213) (19,290) (7,163) (86,749)
(384,625) (697,582) (218,614) 61,318 (508,396)
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REPORT OF THE DIRECTORS (CONTINUED)

EEeRE(E)

SUMMARY FINANCIAL INFORMATION (Continued)

Assets, liabilities and equity

B E R E m)
BE  BERES

At 30 June

RARA=+H
2020 2019 2018 2017 2016
—EEF —hE ZE-)\F —tF ZE-RF
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FERT FET FET FET FHET
Non-current assets ETBEE 1,822,883 2,014,529 2,819,057 2,919,362 3,123,917
Current assets FEEE 173,941 252,313 357,732 231,442 171,612
TOTAL ASSETS BEEHAE 1,996,824  2266,842 3,176,789 3,150,804 3,295,529
Non-current liabilities ERBAaE 1,173,468 1,125,415 1,113,672 937,770 461,324
Current liabilities mEAE 394,071 276,518 386,302 344,750 1,010,947
TOTAL LIABILITIES aEaE 1,567,539 1,401,933 1,499,874 1,282,520 1,472,271
TOTAL EQUITY HRERS 429,285 864,909 1,676,915 1,868,284 1,823,258

Attributable to: JEAG -

Owners of the Company KARHEBA 375,473 801,122 1,583,802 1,758,756 1,693,344
Non-controlling interests FEE R R 53,812 63,787 93,113 109,528 129,914
429,285 864,009 1,676,915 1,868,284 1,823,258

Note: The results of the Group for the Year and the assets, liabilities and equity of the
Group as at 30 June 2020 are those set out in the audited financial statements
on pages 70 to 72 and pages 73 to 74 of this annual report, respectively.

The results of the Group for the years ended 30 June 2016, 2017, 2018 and
2019, respectively, have been extracted from the audited financial statements of
the Company for the respective years and have been restated as appropriate.

The assets, liabilities and equity of the Group as at 30 June 2016, 2017,
2018 and 2019, respectively, have been extracted from the audited financial
statements of the Company for the respective years.
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REPORT OF THE DIRECTORS (CONTINUED)

EEEHRE(E)

FIXED ASSETS

Details of movements in the Group’s fixed assets, right-of-use assets and
prepaid land lease payments are set out in notes 18, 19 and 20 to the
financial statements, respectively.

SHARE CAPITAL AND SHARE OPTIONS

The Company’s current share option scheme (the “Scheme”) was proposed
by the Board on 29 November 2012 and approved by its shareholders on
20 December 2012. The purpose of the Scheme is to provide incentives or
rewards to the eligible participants for their contribution to the Group. The
Directors may, at its absolute discretion, offer any employee (whether full time
or part time, including any executive Directors, any non-executive Directors
(including independent non-executive Directors), any person or entity that
provides research, development or other technological support to the Group,
any shareholder of any member of the Group, any adviser (professional
or otherwise) or consultant to the Group and any joint venture partner or
counterparty to business transactions of the Group, to take up share options
(the “Options”) to subscribe for Shares on the terms set out in the Scheme.
Details of the Scheme were provided in the Company’s circulars dated 29
November 2012, 17 February 2017, 14 November 2017 and 20 November
2019.

Unless otherwise terminated by the Company’s shareholders at general
meeting in accordance with the terms of the Scheme, the Scheme shall be
valid and effective for a period of 10 years from 20 December 2012, after
which no further Option will be granted or offered, but the provisions of
the Share Option Scheme shall remain in full force and effect to the extent
necessary to give effect to the exercise of any subsisting Option granted
prior to the expiry of this 10-year period or otherwise as may be required
in accordance with the provisions of the Scheme. The remaining life of the
Scheme is two years.
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SHARE CAPITAL AND SHARE OPTIONS (continued)

The maximum number of Shares in respect of which Options may be granted
under the Scheme when aggregated with the maximum number of Shares in
respect of which Options may be granted under any other scheme shall not
exceed 10% of the Company’s issued Shares on the adoption date without
prior approval from the Company’s shareholders. The maximum number
of Shares which may be issued upon exercise of all outstanding Options
granted and yet to be exercised under the Scheme and any other Options
granted and yet to be exercised under any other scheme shall not exceed
30% of the Company’s issued Shares from time to time. No Option may be
granted to any person such that the total number of Shares issued and to
be issued upon the exercise of Options granted and to be granted to that
person in any 12-month period up to the date of the latest grant exceeds 1%
of the Company’s issued Shares from time to time, unless the approval of
the Company’s shareholders is obtained. As at 30 October 2020, being the
latest practicable date prior to the printing of this annual report (the “Latest
Practicable Date”), the Scheme mandate limit was 133,242,731 Options,
and the Company may further grant 133,242,731 Options, representing
approximately 9.68% of the issued Shares of the Company as at the Latest
Practicable Date.

The period within which the Options must be exercised will be specified
by the Company at the time of grant, and must expire no later than 10
years from the date of grant of the Option (being the date on which the
Board makes a written offer of grant of the Option to the relevant proposed
beneficiary) unless the Company obtains separate shareholders’ approval in
relation to such grant.

An Option may be exercised in accordance with the terms of the Scheme
at any time during a period to be determined and notified by the Directors
to each grantee, which period may commence on a day after the date upon
which the offer for the grant of Options is made but shall end in any event
not later than 10 years from the date of grant of the Option subject to the
provisions for early termination thereof. Unless otherwise determined by the
Directors and stated in the offer of the grant of Options to a grantee, there is
no minimum period required under the Scheme for the holding of an Option
before it can be exercised.
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SHARE CAPITAL AND SHARE OPTIONS (continued)

The subscription price for Shares under the Scheme shall be a price
determined by the Directors, but shall not be less than the highest of (i) the
closing price of Shares as stated in The Stock Exchange of Hong Kong
Limited’s (the “Stock Exchange”) daily quotations sheet on the date of the
offer of grant, which must be a business day; (ii) the average closing price of
Shares as stated in the Stock Exchange’s daily quotations sheet for the five
business days immediately preceding the date of the offer of grant; and (iii)
the nominal value of the Shares. A nominal consideration of HK$1 is payable
on acceptance of the grant of an Option within such time as may be specified
in the offer (which shall not be later than 21 days from the offer date).
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Details of the movement of the Options pursuant to the Scheme during the — BERRER AN F ERIEZTE 2 B e 15S R I 75
Year are set out in note 29 of the financial statements and are included in the ~ ¥RF&MTFE29 » FIATEK ¢
table as follows:
Options
Options exercised Options Options Options Date of Date of Exercise
Number of Options held granted  during the cancelled lapsed held at grant of expiry of price of
category of at30June  during the Year  duringthe  during the 30 June Options Options Options
participants 2019 Year (Note i) Year Year 2020 (Note ) (Note i) per Share
RZZ-h& REETRE R-B-25 BRE BRE (=133
SREEH RAZTRE XEEREN NBRE AEEEE FEEAR SA=tH RERH &% A & R
R¥E FENBRE B RE ik M RE WEBRE BHENBRE (i) (B ) TEE
Directors
B
Chan Yuk Foebe 10,780,000 - - - - 10,780,000 26/07/2017  25/07/2020 HK$0.345
BE 0.345%7T
Law Tsz Ping Eric 10,780,000 - - - - 10,780,000 17/07/2017  16/07/2020 HK$0.31
1T 0.31%7T
Other Employees 41,120,000 - - - - 41,120,000 26/07/2017  25/07/2020 HK$0.345
Ht8T 0.345% 7T
110,000,000 - (7,500,000) - - 102,500,000 24/12/2018  23/12/2021 HK$0.325
0.32578 7L
Total 172,680,000 - (7,500,000 - - 165,180,000
@t
Notes: MIsE -

(i) The vesting period and exercise period of the Options are both the period
between the date of grant of Options and date of expiry of Options.

(ii) The weighted average closing price of the Shares immediately before the dates
on which the Options were exercised was approximately HK$0.428.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-laws
and there was no restrictions against such rights under the laws of Bermuda,
which would oblige the Company to offer new shares on a pro-rata basis to
the existing shareholders.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of Mr. Ma Wing Yun Bryan, Mr. Tam
Ching Ho and Mr. Hau Chi Kit an annual confirmation of their independence
pursuant to the Rule 3.13 of the Listing Rules and the Company are of the
view that all independent non-executive directors of the Company have met
the independent guidelines set out in Rule 3.13 of the Listing Rules and
considers that they are independent.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities during the Year.

RESERVES

Details of movements in the reserves of the Group and of the Company
during the Year are set out in the consolidated statement of changes in equity
on page 75 of this annual report and note 30(b) to the financial statements as
set out on page 168 of this annual report, respectively.

MAJOR CUSTOMERS AND SUPPLIERS

During the Year, the sales to the Group’s five largest customers accounted
for approximately 23% of the Group’s total sales for the year and the sales to
the largest customer included therein amounted to approximately 8%.

Purchases from the Group’s five largest suppliers accounted for
approximately 72% of the Group’s total purchases for the year and purchases
from the largest supplier included therein amounted to approximately 50%.

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

The Group entered into the following connected transaction, details of which
had been disclosed in compliance with Chapter 14A of the Listing Rules:

Acquisition of Xinyang Maojian

On 5 January 2018, Prosper Path Limited (a wholly-owned subsidiary of the
Company) entered into a share transfer agreement (the “Share Agreement”)
with Dragon Wise Group Limited (an indirect non-wholly-owned company
of Mr. Sha Tao (“Mr. Sha”)) (the “Vendor”) to acquire the entire issued share
capital (the “Sale Shares”) of Xinyang Maojian International Holding Limited (the
“Target Company”, and together with its subsidiaries, the “Target Group”) at
a total consideration of HK$85,800,000 (the “Acquisition”). The consideration
of the Acquisition would be as satisfied by way of allotment and issue of
220,000,000 new Shares (the “Consideration Shares”) to the Vendor or its
nominee.

The Vendor was owned as to 55% by Virtue Ever Limited (“Virtue Ever”) and
45% by an independent third party. Mr. Sha is the legal and beneficial owner
of the entire issued share capital of Virtue Ever and hence, a controlling
shareholder of the Target Company. The Company considered Mr. Sha to
be a connected person as he, through Virtue Ever, would be a substantial
shareholder of the Company when the Consideration Shares were allotted
and issued in full to the Vendor pursuant to the terms of the Share Agreement
(as amended and supplemented by the supplemental agreements (the
“Supplemental Agreements” together with the Share Agreement, the “Existing
Agreements”)).

The Group had suffered from the slump of chemical market in the last five
years. For the Group’s future development, the management explores new
and value-added businesses from time to time. The management believed
that the Acquisition could diversify the risk of the Group and, hence, provide a
stable return to the Group.

Further details of the Acquisition can be referred to in the section “Management
Discussion and Analysis” of this annual report.
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CONTINUING CONNECTED TRANSACTIONS

The Target Group became subsidiaries of the Company upon completion
of the Acquisition, and accordingly, prior to the termination of the Existing
Agreements on 12 February 2020, certain ongoing transactions of the Target
(TREEHBERAERE
fR A7) (“Henan Xinyang Maojian”), Xinyangshi Longtan Chaye Co., Ltd.* ({F
[GHEEBREARR A F) (“Xinyangshi Longtan”) and Xinyang Maojian Holding
Co., Ltd.* (ZFFERE AR AR (“Xinyang Magjian Holding”), respectively,
became non-exempt continuing connected transactions of the Company
under Chapter 14A of the Listing Rules, which were subject to the reporting,
announcement and/or independent shareholders’ approval requirements.

Group with Henan Xinyang Maojian Group Co., Ltd.*

Referring to the paragraph headed “Acquisition of Xinyang Maojian” under
“Connected Transactions”, the Company considered Mr. Sha to be a
connected person and any transaction between (1) Mr. Sha or his associates
and (2) the Group (including the Target Group) would constitute a connected
transaction of the Company.

Henan Xinyang Maojian is indirectly owned as to 90.28% by Xinyang Maojian
Holding, which in turn is owned as to 51% indirectly by Mr. Sha and 49%
directly by Henan Xinyang Maojian. Xinyangshi Longtan is owned as to
79.03% by Henan Xinyang Maojian. Therefore, Henan Xinyang Maojian,
Xinyangshi Longtan and Xinyang Maojian Holding (together, the “Suppliers”)
were associates of Mr. Sha and became connected persons of the Company.

Further details of the discontinued continuing connected transactions can be
referred to in the Company’s circular dated 23 July 2018 and as follows:

China Xinyang Agreement

On 5 January 2018, the Suppliers entered into an agreement (the “China
Xinyang Agreement”) with China Xinyang Maojian Group Limited (“China
Xinyang”) and Xinyang Maojian Chaye (Shenzhen) Co., Ltd.* (1EF5 E L ZE
CFY) B IR A F)) (“Xinyang Shenzhen”) to grant exclusive distributorship on
e-commerce platforms in the PRC to sell Xinyang Maojian Tea Leaves.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

China Xinyang Agreement (Continued)

Under the China Xinyang Agreement, China Xinyang and/or Xinyang
Shenzhen shall place individual orders with the Suppliers by issuing a written
order to the Suppliers stating the quantity, price and details of delivery. The
Suppliers shall arrange for the manufacturing and delivery of products after
receiving such orders from China Xinyang and/or Xinyang Shenzhen.

The Suppliers have undertaken to supply to China Xinyang:

i. Xinyang Maojian Tea Leaves representing a value not less than
RMB100 million in 2018;

ii. Xinyang Maojian Tea Leaves representing a value not less than
RMB200 million in 2019; and

iii. Xinyang Maojian Tea Leaves representing a value not less than
RMB500 million per year from 2020 to 2028.

The term of the China Xinyang Agreement shall be 10 years, commencing
on 5 January 2018 to 5 January 2028. The Suppliers shall supply Xinyang
Maojian Tea Leaves to China Xinyang at the ex-factory price. The ex-factory
price is constituted by the cost of production, value-added tax and packaging
costs.

The proposed annual caps for the China Xinyang Agreement for each of
the period commencing on the day on which the Vendor and the Purchaser
complete the transfer of the Sale Shares in accordance with the Existing
Agreements (the “Sale Share Transfer Date”) to 30 June 2019 and for
the two years ending 30 June 2021 were RMB54,000,000 (equivalent to
approximately HK$65,000,000), RMB81,000,000 (equivalent to approximately
HK$97,000,000) and RMB114,000,000 (equivalent to approximately
HK$136,000,000), respectively.

No fees were paid or payable by the Group to the Suppliers under the China
Xinyang Agreement for the Year.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

Xinyang Overseas Agreement

On 5 January 2018, the Suppliers entered into an agreement (the “Xinyang
Overseas Agreement”) with Xinyang Maojian Overseas Development Limited
(“Xinyang Overseas”) to grant exclusive distributorship for places outside of
the PRC to sell Xinyang Maojian Tea Leaves.

Under the Xinyang Overseas Agreement, Xinyang Overseas shall place
individual orders with the Suppliers by issuing a written order to the Suppliers
stating the quantity, price and details of delivery. The Suppliers shall arrange
for the manufacturing and delivery of products after receiving such orders
from Xinyang Overseas.

The Suppliers have undertaken to supply Xianyang Maojian Tea Leaves
representing a value not less than RMB200 million per year to Xinyang
Overseas.

The term of the Xinyang Overseas Agreement shall be 10 years, commencing
on 5 January 2018 to 5 January 2028. The Suppliers shall supply the
Xinyang Maojian Tea Leaves to China Xinyang at the ex-factory price. The ex-
factory price constitutes the cost of production, the value-added tax and the
packaging costs.

The proposed annual caps for the Xinyang Overseas Agreement for each
of the period commencing on the Sale Share Transfer Date to 30 June
2019 and for the two years ending 30 June 2021 were RMB25,500,000
(equivalent to approximately HK$30,600,000), RMB32,300,000 (equivalent
to approximately HK$38,760,000) and RMB47,175,000 (equivalent to
approximately HK$56,610,000), respectively.

No fees were paid or payable by the Group to the Suppliers under the
Xinyang Overseas Agreement for the Year.

RELATED PARTY TRANSACTIONS

The related party transactions of the Group as set out in note 44 to the
financial statements constituted fully exempted connected transactions
under Chapter 14A of the Listing Rules. Save as disclosed in this annual
report, there was no other transaction which would need to be disclosed as
connected transactions in compliance with the disclosure requirements in
Chapter 14A of the Listing Rules.
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DIRECTORS

The Directors during the Year and up to the date of this report are as follows:

Executive Directors:

Ms. Chan Yuk Foebe

Mr. Gao Ran (appointed on 23 July 2020)

Mr. Law Tze Ping Eric

Mr. Yu Defa

Mr. Chen Lei (appointed on 12 March 2020 and resigned on 27 July 2020)

Independent Non-executive Directors:
Mr. Ma Wing Yun Bryan

Mr. Tam Ching Ho

Mr. Hau Chi Kit

In accordance with clauses 99 and 102 of the Company’s Bye-laws, Ms.
Chan Yuk Foebe, Mr. Gao Ran, Mr. Hau Chi Kit and Mr. Ma Wing Yun
Bryan will retire and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting (the “AGM”).

Pursuant to code provision A.4.3 of the Corporate Governance Code
contained in Appendix 14 to the Listing Rules, if an independent non-
executive director serves more than nine years, his further appointment
should be subject to a separate resolution to be approved by shareholders.
Mr. Ma Wing Yun Bryan was appointed as an independent non-executive
Director in February 2001 and therefore would have served for more than
9 vears as at the date of the AGM. Mr. Ma Wing Yun Bryan has confirmed
his independence with reference to the factors as set out in Rule 3.13 of
the Listing Rules. Notwithstanding his years of service as an independent
non-executive Director, () the Board has assessed and reviewed the annual
confirmation of independence based on the criteria set out in Rule 3.13 of the
Listing Rules and affirmed that Mr. Ma Wing Yun Bryan remains independent;
(i) the Nomination Committee has assessed and is satisfied of the
independence of Mr. Ma Wing Yun Bryan; and (jii) the Board is satisfied that
through exercising scrutinising and monitoring functions as an independent
non-executive Director, Mr. Ma Wing Yun Bryan has continued to provide
independent and objective judgement and advice to the Board to safeguard
the interests of the Group and the Shareholders. As such, the Board believes
that Mr. Ma Wing Yun Bryan has the character, integrity, independence
and expertise to continue to fulfil his role as an independent non-executive
Director effectively and will continue to bring valuable experience, knowledge
and professionalism to the Board and would recommend Mr. Ma Wing Yun
Bryan for re-election as an independent non-executive Director at the AGM.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS
AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the Group are
set out on pages 42 to 46 of this annual report.

CHANGES OF INFORMATION OF DIRECTORS
UNDER RULE 13.51B(1) OF LISTING RULES

No information was required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.

DIRECTORS’ SERVICE CONTRACTS

Ms. Chan Yuk Foebe has entered into a service contract with the Company
commencing from 22 November 2004, which shall, subject to the
re-appointment as a director of the Company in accordance with the
Company’s Bye-laws, continue until terminated by either party giving not less
than three months’ notice in writing to the other. Mr. Gao Ran has entered
into a letter of appointment with the Company for an initial term of one year
commencing from 23 July 2020, which shall, subject to the reappointment
as a Director in accordance with the Company’s Bye-laws, continue until
terminated by either party giving not less than one month’s notice in writing
to the other. Mr. Yu Defa has entered into a letter of appointment with the
Company for an initial term of two years commencing from 5 May 2014,
which shall, subject to his re-appointment as a director of the Company
in accordance with the Company’s Bye-laws, continue until terminated by
either party giving not less than three months’ notice in writing to the other.
The term of his appointment was since renewed for a further term of two
years commencing from 5 May 2018. Mr. Law Tze Ping Eric have entered
into a letter of appointment with the Company for an initial term of two years
commencing from 3 March 2015, which shall, subject to the reappointment
as a director of the Company in accordance with the Company’s Bye-laws,
continue until terminated by either party giving not less than three months’
notice in writing to the other. The term of his appointment was since renewed
for a further term of two years commencing from 3 March 2019. Mr. Chen
Lei has entered into a letter of appointment with the Company for an initial
term of one year commencing from 24 April 2019, which shall, subject to the
reappointment as a Director in accordance with the Company’s Bye-laws,
continue until terminated by either party giving not less than one month’s
notice in writing to the other.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

Mr. Ma Wing Yun Bryan was appointed for a term of two years as an
independent non-executive director of the Company commencing from
28 February 2001. The term of his appointment was renewed for a further
two-year term commencing from 28 February 2003. Upon expiry of his
appointment on 27 February 2005, the Company did not renew the service
contract with Mr. Ma Wing Yun Bryan until 24 March 2006. The Company
renewed the service contract with Mr. Ma Wing Yun, Bryan for a further term
of three years, commencing from 1 April 2006. The term of his appointment
was since renewed for a further term of two years commencing from 1 April
2009, 1 April 2011, 1 April 2013, 1 April 2015, 1 April 2017 and 1 April 2019,
respectively.

The Company entered into a service contract with Mr. Tam Ching Ho
commencing from 30 June 2007 to the then following annual general meeting
(i.e. 6 December 2007) of the Company. On 7 December 2007, the Company
renewed the service contract with Mr. Tam Ching Ho for a term of two years
as an independent non-executive director of the Company commencing from
7 December 2007. Moreover, the term of his appointment was renewed for a
further term of two years commencing from 7 December 2009, 7 December
2011, 7 December 2013, 7 December 2015, 7 December 2017 and 7
December 2019, respectively.

The Company entered into a service contract with Mr. Hau Chi Kit for a term
of two years commencing from 18 December 2013 as an independent non-
executive director. Moreover, the term of his appointment was renewed
for a further term of two years commencing from 18 December 2015, 18
December 2017 and 18 December 2019, respectively.

Save as disclosed above, no Director proposed for re-election at the
forthcoming annual general meeting has a service contract with the Company
which is not determinable by the Company within one year without payment
of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No Director had a material interest in any transactions, arrangements or
contract of significance to the business of the Group to which the Company
or any of its subsidiaries was a party during the Year.
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CONTRACT OF SIGNIFICANCE

No contract of significance has been entered into between the Company
or any of its subsidiaries and the controlling shareholders or any of its
subsidiaries during the Year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company were entered into or in
existence during the Year.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 30 June 2020, the interests of the Directors and chief executive of the
Company in the shares, underlying shares and debentures of the Company
and its associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”)),
which were required, pursuant to section 352 of the SFO, to be entered in
the register referred to therein or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) in the Listing Rules
were as follows:
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Interests in the Shares and Underlying Shares RO RMEER G 2R
Number of % of issued Share % of issued
Shares held capital of options capital of
Name of director Type of interest (long position) the Company held the Company
FERGEE BEDRERT ERDRBELT
EEpn R SR (#r) REBDE PR e BRABDLH
Ms. Chan Yuk Foebe Beneficial interest 2,860,000 0.21 10,780,000 0.80
RExz+ BaEn
Mr. Law Tze Ping Eric Beneficial interest 1,400,000 0.10 10,780,000 0.80
EFVEE EafEam
Mr. Hau Chi Kit Interest of spouse (Note) 2,000,000 0.15 N/A NEA N/A TiE A
REBESE AefB AR (FEE)

Note: Mr. Hau Chi Kit is the spouse of Ms. Angel Luke. Therefore, Mr. Hau Chi Kit is
deemed to be interested in all the Shares that Ms. Angel Luke is interested in for
the purpose of the SFO.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES (Continued)

Interests in the Shares and Underlying Shares
(Continued)

Save as disclosed herein, as at 30 June 2020, none of the Directors and
chief executives of the Company and their respective associates had or was
deemed to have any interests or short positions in any Shares, underlying
Shares or debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO) which were 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 are deemed or
taken to have under provisions of the SFO) or which were required, pursuant
to section 352 of the SFO, to be entered in the register maintained by the
Company, or which were required, pursuant to the Model Code, to be notified
to the Company and the Stock Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the Year were rights to acquire
benefits by means of the acquisition of shares in or debentures of the Company
granted to any director or their respective spouse or children under 18 years
of age, or were any such rights exercised by them; or was the Company or
any of its subsidiaries a party to any arrangement to enable the directors to
acquire such rights in any other body corporate.
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INTERESTS OF SHAREHOLDERS DISCLOSEABLE
UNDER THE SFO

As far as the Directors are aware and the disclosure information published on
the Stock Exchange’s website, as at 30 June 2020, the following persons,
other than a Director or chief executive of the Company, had an interest
or a short position in the shares and underlying shares in the Company as
recorded in the register required to be kept under section 336 of the SFO.
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Capacity Approximate
Name Number of Ordinary shares (subject to the notes below) percentage interest
HE ZEREE H10 (ZF T HEERR) BARERS L
Mr. Chan Yuen Tung Long position Beneficial owner
BRIER & A Em=EAA
382,000,000 27.54%
Save as disclosed above, as far as the Directors are aware, as at 30 June B FXHEEI  BEFM > R2E_TF X

2020, no other person had an interest or a short position in the shares and
underlying shares in the Company as recorded in the register required to be
kept under section 336 of the SFO.

EMOLUMENT POLICY AND LONG-TERM
INCENTIVE SCHEME OF THE GROUP

As at 30 June 2020, the Group had 678 full time employees in the PRC and
Hong Kong. The Group recognises the importance of human resources to its
success. Compensation for the Group is made in reference to the prevailing
market conditions, individual performance, contributions as well as duties and
responsibilities.

The Scheme is in place to provide appropriate long-term incentive to key staff
of the Group including executive Directors. Details of the Scheme are set out
in section “Share Capital and Share Options” of this report and note 29 to the
financial statements in this annual report.
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BASIS OF DETERMINING EMOLUMENT TO
DIRECTORS

The same remuneration philosophy is applicable to the Directors. Apart from
benchmarking against the prevailing market condition, the Company will
assess individual performance, contributions, duties and responsibilities in
determining the remuneration for each Director.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors as at the date of this annual report, there
is sufficient public float of more than 25% of the Shares in the market as
required under the Listing Rules.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the Year and up to the date of this annual report, no Director is
considered to have an interest in a business which competes or is likely
to compete, either directly or indirectly, with the businesses of the Group,
pursuant to the Listing Rules, other than those businesses of which the
Directors were appointed as directors to represent the interests of the
Company and/or the Group.

INDEMNITY OF DIRECTORS

The Company has maintained appropriate directors and officers liability
insurance and such permitted indemnity provision (as defined in section 469
of the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) for the
benefit of the Directors is currently in force and was in force throughout the
Year.

CORPORATE GOVERNANCE

The corporate governance practices adopted by the Company are set out in
the “Corporate Governance Report” of this annual report.
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AUDIT COMMITTEE REVIEW

The audit committee of the Company has reviewed the audited consolidated
results of the Group for the Year.

INDEPENDENT AUDITOR’S REPORT ON THE
COMPANY’S CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEAR

As disclosed in sections headed “Disclaimer of Opinion” and “Basis for
Disclaimer of Opinion” in the independent auditors’ report of the Annual
Report, the auditors of the Company, Elite Partners CPA Limited (“Elite
Partners”) did not express an audit opinion on the consolidated financial
statements of the Group for the Year as a result of certain matters.

The Board’s Response to the Disclaimer Opinion
Impairment of fixed assets and related prepayment

Elite Partners are of the view that they have not been provided with sufficient
evidence to satisfy themselves as to the Group’s ability to complete the
transformation of the fixed assets from the production of calcium carbide to
the production of high carbon ferromanganese and resume the suspended
production line in accordance with the scheduled timetable and budget as
a result of the Group’s availability for financing. There were also no other
practical alternative audit procedures that Elite Partners could perform
to satisfy themselves as to the recoverable amounts of these assets and
whether any impairment charge should be made.

From the Company’s point of view, whilst this audit qualification will affect the
opening balances of fixed assets and prepayments for the year ending 30
June 2021, subject to whether the Company can address the concerns of the
auditor, the audit qualification may or may not have effect on the Company’s
consolidated financial statements in the future. The audit committee of the
Company reviewed and agreed with the Directors’ position in relation to the
impairment assessment of fixed assets and related prepayment of the sale
of calcium carbide segment. Nonetheless, in response to Elite Partners’
concerns and as disclosed in Note 2 to the financial statements in the annual
report, the Board has already taken actions to generate further financing after
the Year in order to address such concerns, including but not limited to (i)
issuance of convertible bonds; (i) disposal of equity interest in a subsidiary;
and (iii) extension of other loan.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 of the
Listing Rules as its own code of conduct regarding securities transactions
by the Directors. Having made specific enquiries to all the Directors, all the
Directors confirmed that they have complied with the code provisions in the
Model Code during the Year.

SUBSEQUENT EVENTS

Save as disclosed under the paragraph headed “Events after the reporting
period” in this annual report, the Group had no significant events after 30
June 2020.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Year.

AUDITOR

A resolution to re-appoint the retiring auditor, Elite Partners, will be put to a
vote at the forthcoming AGM.

ON BEHALF OF THE BOARD

Chan Yuk Foebe
Chairman and Executive Director

Hong Kong
30 October 2020

*  For identification purpose only

ETEHFRZWEESTA

AR F B T R A S0 BB RIE A
ETRTEARSZ ABRTRA - EAREE
FEHERSHEG  2REFRRRIAAER
— B MR TR -

HREE

BRANF [ s IR FIR I BURPIIEE N -
ER T _TFE A= THEWESEREE -

E

BE HESIEEAQT LHES

ARRREEAMBARRAFEHEBE - W
EXBRIARRD R ETHRES °

B

ARFHREERRBFAGRZBBETHRE
BRI ERORBERNAERE -

REEFS

2
FTIERWTEE

BE
—E-ZTF+HA=+H



Xinyang Maojian Group Limited Annual Report 2020

INDEPENDENT AUDITOR'’S REPORT
B AR
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partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE MEMBERS OF XINYANG MAOJIAN GROUP LIMITED
(Incorporated in the Cayman Islands and continued in Bermuda with limited
liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of Xinyang
Maojian Group Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 70 to 184, which comprise the
consolidated statement of financial position as at 30 June 2020, and the
consolidated statement of profit or loss, the consolidated statement of profit
or loss and other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year
then ended, and the notes to the consolidated financial statements, including
a summary of significant accounting policies.

We do not express an opinion on the consolidated financial statements of the
Group. Because of the significance of the matter described in the Basis for
Disclaimer of Opinion section of our report, we have not been able to obtain
sufficient appropriate audit evidence to provide a basis for an audit opinion
on these consolidated financial statements. In all other respects, in our
opinion the consolidated financial statements have been properly prepared in
compliance with the disclosure requirements of the Hong Kong Companies
Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

Impairment of certain fixed assets and related
prepayments

As at 30 June 2020, the Group had certain fixed assets and related
prepayments of approximately HK$666,035,000 relating to the Group’s
cash-generating unit regarding sale of calcium carbide segment (the “CGU”).
The production line for the production of calcium carbide of the CGU was
suspended during the year.

In determining the estimated recoverable amount of these assets, the
directors used value-in-use calculations, taking into consideration of the
completion of the transformation of the fixed assets from production of
calcium carbide to production of high carbon ferromanganese and resumption
of the suspended production line in accordance with scheduled timetable
and budgets. As the value-in-use amounts for the CGU exceeded the
carrying values of the corresponding fixed assets and related prepayments,
the directors of the Company are of the opinion that there was no impairment
of these assets as at 30 June 2020. The execution of the plan by the Group
is at a preliminary stage and depends in particular on the Group’s ability to
generate sufficient funds to complete the transformation and resume the
suspended production.

The recoverable amount of these assets is depended on the availability of
financing. As a result of the multiple uncertainties related to going concern as
disclosed in Note 2 to the consolidated financial statements, we were unable
to obtain sufficient appropriate audit evidence we consider necessary to
satisfy ourselves as to the Group’s ability to complete the transformation and
resume the suspended production and hence to determine the recoverable
amount of these assets. There were no alternative audit procedures that we
could perform to satisfy ourselves as to the recoverable amounts of these
assets and whether any impairment charge should be made. Any impairment
provision found to be necessary to write down these assets to their
recoverable amount would affect the Group’s net assets as at 30 June 2020,
the Group’s net loss for the year then ended and the related note disclosures
to the consolidated financial statements.
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INDEPENDENT AUDITOR'S REPORT (CONTINUED)

BAZBE®RE ()

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 2 to the consolidated financial statements, which
indicates that as of 30 June 2020, the Group had net current liabilities of
approximately HK$220,130,000. These conditions indicate that a material
uncertainty exists that may cast significant doubt on the Group’s ability to
continue as a going concern. The directors of the Company are considering
a number of financing measures and plans as set forth in note 2 to improve
the Group’s liquidity and financial position and consider that the Group
will have sufficient working capital to finance its operations and to fulfil its
financial obligations as and when they fall due in the foreseeable future upon
successfully implementing these measures and plans. Our opinion is not
modified in respect of this matter.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company 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 Hong Kong
Institute of Certified Public Accountants (“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.

Those charged with governance are responsible for overseeing the Group’s
financial reporting process.
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INDEPENDENT AUDITOR'S REPORT (CONTINUED)

BAZBE®RE ()

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

Our responsibility is to conduct an audit of the Group’s consolidated financial
statements in accordance with Hong Kong Standards on Auditing issued by
the HKICPA and to issue an auditor’s report. We report solely to you, as a
body in accordance with section 90 of Bermuda Companies Act 1989, and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. However, because
of the matters described in the Basis for Disclaimer of Opinion section of
our report, we were not able to form an audit opinion on these consolidated
financial statements.

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.

The engagement partner on the audit resulting in this independent auditor’s
report is Siu Jimmy with Practising Certificate number PO5898.

Elite Partners CPA Limited
Certified Public Accountants

10/F, 8 Observatory Road
Tsim Sha Tsui, Kowloon
Hong Kong

30 October 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

for the year ended 30 June 2020 &% —FE —FF N H=—+HIFFZ

2020 2019
—ECIEF —ZT-NF
Note HK$’000 HK$’000
B E FTHET FHIT
Revenue Wz 9 194,337 323,048
Cost of sales SHE A (184,498) (256,306)
Gross profit EF 9,839 66,742
Other income and other gains or losses E At YA R Ho Iz sk 85 18 10 6,062 55,358
(Losses)/gains on fair value of financial assets & AFEFT AR 2 EREE
at fair value through profit or loss, net ATE(ER) W FE (65) 4,904
Selling and distribution costs SHE R ER AR (14,866) (20,055)
Administrative expenses TBFAX (99,791) (163,072)
Other operating expenses AR (95,840) (75,493)
Impairment/written-off of fixed assets EEEERE M (77,000) (409,817)
Loss on property revaluation YIS (G ETE - (64,073)
Share of losses of joint ventures DihEERHEEE 21 (2,020) (682)
Loss from operations REEE (273,681) (606,188)
Finance costs B 7GR 12 (110,944) (92,627)
Loss before tax BB A5 18 (384,625) (698,815)
Income tax credit FriStiE e 13 - 1,233
Loss for the year REEEE 14 (384,625) (697,582)
Loss for the year attributable to: UTEERERFEERE :
Owners of the Company KARHEB A (373,171) (667,369)
Non-controlling interests FEFERR i A (11,454) (30,213)
(384,625) (697,582)
Loss per share FREE 17
— Basic (HK cents) —EARCEAL) (27.94) (54.19)
— Diluted (HK cents) —#E OB (27.94) (54.19)




FEHEEREEERIA —T_ZFFRH

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
HEEEREMEEBAR

for the year ended 30 June 2020 &% —FE —FF N H=—+HIFFZ

2020 2019
—BCEF —ZT-NF
HK$’000 HK$’'000
FER FAT
Loss for the year REEFE (384,625) (697,582)
Other comprehensive income/ BREBEMEEBA (BX) :
(expense) after tax:
Item that will not be reclassified to profit or loss: T & EZ 7 LEE 8w o HH -
Gains/(losses) on property revaluation XS HKE(BE) 3,929 (66,227)
Item that may be reclassified HE B n 2 Bm s HA -
subsequently to profit or loss:
Exchange differences on HEFINETSIE H =5
translating foreign operations (57,365) (121,940)
Other comprehensive expense AEEHMEMEBAX - HRBIE
for the year, net of tax (53,436) (178,167)
Total comprehensive expense for the year ZREEREMZELE (438,061) (875,749)
Total comprehensive expense DT EEEEEHEBE 4 !
attributable to:
Owners of the Company ViN/NETETZ =N (428,086) (846,423)
Non-controlling interests IR R (9,975) (29,326)
(438,061) (875,749)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

at 30 June 2020 R-FE_FFEH=—+H

e PEIR LR

2020 2019
Note HK$’000 HK$’000
BiEE FHET FAET
Non-current assets EREEE
Fixed assets BEEE 18 1,516,536 1,699,586
Right-of-use assets EREEE 19 297,376 =
Prepaid land lease payments fEﬁiiﬂ%ﬁf%ﬁ%’K 20 - 308,288
Investments in joint ventures REELHEZIRE 21 8,971 2,787
Other intangible assets HinfEF &E 22 - 3,868
1,822,883 2,014,529
Current assets RBEE
Inventories FE 24 7,538 40,485
Trade receivables FEWE 5 8R1A 25 27,300 42,862
Prepayments, deposits and other receivables ~ FB[fFKIE + 7] & K& E A fEUFIE 26 130,282 161,038
Financial assets at fair value through profit BATEFABSEZEMEE
or loss 678 743
Bank and cash balances RITRRESET 27 8,143 7,185
173,941 252,313
TOTAL ASSETS HWEE 1,996,824 2,266,842
Capital and reserves EARR#E
Share capital A& AN 28 133,993 133,243
Reserves ] 31 241,480 667,879
Equity attributable to owners of the Company AR EIHER A FEE#E 375,473 801,122
Non-controlling interests R 53,812 63,787
TOTAL EQUITY R 429,285 864,909




CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

FEHEEREEERIA —T_ZFFRH

mEMBMRRE(E)
at 30 June 2020 R —FE_-—FFENH=1H
2020 2019
Note HK$’000 HK$'000
BaE FHT FATT
Non-current liabilities ERBEE
Bank loans RITER 36 18,777 21,403
Bonds payable B ES 37 975,627 895,111
Other payables H A pE S 50E 34 175,204 208,799
Lease liabilities HEBE 38 3,758 -
Deferred tax liabilities EEFIB A S 32 102 102
1,173,468 1,125,415
Current liabilities REBAE
Trade payables JE B SERE 33 55,393 58,555
Other payables and accruals H T RUE R FERT B A 34 209,819 126,010
Other loans HER 35 65,716 28,263
Bank loans RITER 36 48,527 52,440
Bonds payable B ES 37 12,641 11,250
Lease liabilities HEBE 38 1,975 -
394,071 276,518
TOTAL LIABILITIES e s 1,567,539 1,401,933
TOTAL EQUITY AND LIABILITIES HmEXRAE 1,996,824 2,266,842
NET CURRENT LIABILITIES REaETEE (220,130) (24,209)
TOTAL ASSETS LESS BEERABARS
CURRENT LIABILITIES 1,602,753 1,990,324
NET ASSETS BEFE 429,285 864,909

Approved and authorised for issued by the board of directors on 30 October

2020.

Chan Yuk Foebe
RE

Chairman

E

Law Tze Ping Eric
EF

Executive Director

HITEE

N-ZB-TF+ A=+ HEEST SRR ET

e
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REERSBR

for the year ended 30 June 2020 #Z —E - FFNNHA=+HIIFZ

Attributable to owners of the Company

ADREEAELRE

Issued  Fixed asset Share Non-

share revaluation option Other ~ Exchange  Retained controlling
capital reserve reserve reserve reserve profits  Sub-total interests Total

287  EeEE ERE 2R
Bx  EfRE e HiERE  NERE  REEN N3t B @it
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL Thr ThL Thr ThL Thr Thr AT Thr
At1 July 2018 R-E-/\&tA-H 111,043 58,804 8,811 - 240868 1154313 1,573,839 93113 1,666,952
Loss for the year AEEER = = = = - (667,369) (667,369) (30,213) (697,582)

Other comprehensive Bt 2E (%) /BA

(expense)/income:

~losses on property revaluaion  —HIEEREER - (48,242) - - - - (48,242) (7,989) (56,227)

~ exchange differences -EAER - - - - (130812 - (130812 8872 (121,940
Total comprehensive expense AEERERN AR

forthe year - s - - (%81) BT (B46423 (930 (1579
Issue of shares under RERAEEZTRA

share placement 22,000 - - - - 47,300 69,300 - 69,300
Employee share option benefits ~ [EEERTRIERA - - 3454 - - - 3454 - 3454
Exercise of share options fRiERE 200 - @) - - 942 865 - 865
Acquistion of subsidiaries YeEHBAA - = = 87 = = 87 - 87
At30June 2019and 1 Juy 2019 R=F-NERE=TRR

“E2-NELA-R 133,243 10,662 11,988 87 110,056 535,186 801,122 63,787 864,909
Loss for the year KEEEE - - - - - (mAT) @13AT) (11454) (384,625
Other comprehensive E2ERA/

income/(expense): (B%) :

—gans on property revaluation ~ —MIEE A - 3,381 - - - - 3,381 548 3929

- exchange differences -EHEE - - - - (58,206) - (58,296) 931 (57,365)
Total comprehensive income/ AEERERA/

(expense) for the year (Fx)88 - 3,381 - - (68,296)  (373,171)  (428,086) (9,075)  (438,061)
Exercise of share options ke 750 - (236) - - 1,928 2431 - 2431
Disposal of subsidiaries HERBAR - - - (87) - 87 - - -
At 30 June 2020 RE-F5/A=1H 133,993 13,943 11,752 - 51,760 164,025 315,473 53,812 429,285
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERTRER

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

2020 2019
—EEHF —E-NEF
HK$’000 HK$’000
FHT FAT
CASH FLOWS FROM OPERATING ACTIVITIES RETEF 2HESRE
Loss before tax FRTE A5 18 (384,625) (698,815)
Adjustments for: ELL T A%
Finance costs IR I 110,944 92,627
Interest income FEMA (2,044) (1,901)
Depreciation of fixed assets BEEENE 73,404 115,282
Depreciation of right-of-use assets CREEENTE 8,457 =
Amortisation of prepaid land lease payments EEETEN TSR - 6,528
Amortisation of other intangible assets BHE B AE - 5,067
Share of losses of joint ventures DihEEREEE 2,020 682
Impairment for prepayment and other receivables, net T FRIE K H & Uk Z IR BB F 48 13,759 3,714
Reversal of allowance for trade receivables FEUN B SRR TE B R Rt D] - (4,893)
Written-off of trade receivables FEUCE 5 BRTE 22,050 =
Provision/written-off of inventories TFERE, e 26,629 =
Gains on disposal of right-of-use assets (0 AR & 2 Wt (3,871) -
Fair value gain on financial assets BATEFABRZSREE
at fair value through profit or loss N FEWRE - (4,904)
Share option benefits HE AR P T = - 3,454
Loss on property revaluation Y% B (hEE - 64,073
Loss on disposal of subsidiaries HENBARZEER 5,505 -
Impairment/written-off of fixed assets B & ERE, M 77,000 409,817
Impairment loss on intangible assets B EEREERE 3,778 699
Loss on disposal of a joint venture HE—HagtEZEHE 2,124 =
Operating loss before working capital changes &EE #8528 EE (44,870) (8,570)
Decrease/(increase) in inventories FEmD,/(38hm) 6,348 (11,004)
Decrease in trade receivables FEWE 5 RRIE R (7,051) (40,009
Increase in prepayments, deposits and other TERIE -« 518 REAM
receivables FEUTFRIEIE A 14,756 111,177
Decrease in financial assets at fair value through profit & A FEzH AlBzE 2 £ @& ER
or loss 65 1,196
Decrease in trade payables FERTE ZERTER A (2,693) (35,981)
Increase/(decrease) in other payables and accruals Hfth B A5 RIA R FE AT RIS A0,
OR2) 52,338 (75,780)
Cash generated from/(used in) operations RgkELr (FRRA)2HRE 18,893 (58,971)
Interest received 2HFIE 2,044 1,901
Interest paid BAFE (17,787) (29,104)
Tax paid BEANHIE - (34)
Net cash generated from/(used in) operating activities 4K &SEEEL /(FTA) 2 R & %58 3,150 (86,208)
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

meERERER(E)

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

2020 2019
—EEHF ZT—hF
HK$’000 HK$’000
FHT FAT
CASH FLOWS FROM INVESTING ACTIVITIES RETHZESRE
Purchases of fixed assets HBEREEEE (19,665) (18,243)
Proceeds from disposal of right-of-use assets HECAEEE 2 TS HIA 4,716 =
Investment in a joint venture R—REaERERE (11,086) =
Disposal of subsidiaries HERBAR (59) =
Net cash used in investing activities WEEEMA RS FEE (26,094) (18,243)
CASH FLOWS FROM FINANCING ACTIVITIES BMEETHZ2HEESRE
Issue of shares capital AR AR EELT - 69,300
Exercise of share options 1TEE AR 2,437 865
Payment of lease liabilities HEBBENR (745) =
Issue of bonds BITES - 22,380
Redemption of bonds fEEE% (11,250) =
Repayment of bank loans IRITEFER (4,898) (23,932)
Proceeds from other loans HERS KA 38,433 =
Repayment of other loans HBERER - (25,076)
Net cash generated from financing activities MEEBELE RS FRE 23,977 43,537
NET INCREASE/(DECREASE) IN CASH AND RERFESEEERZ
CASH EQUIVALENTS i, A ) iS4 1,033 (60,914)
Effect of foreign exchange rate changes PEREE) 2 o2 (75) 5,859
CASH AND CASH EQUIVALENTS AT BEGINNING B &RREZEER
OF YEAR 7,185 62,240
CASH AND CASH EQUIVALENTS AT END FRESRRESEEER
OF YEAR 8,143 7,185
ANALYSIS OF CASH AND CASH EQUIVALENTS BE&RBRELZEEBE DM
Bank and cash balances RITRIREET 8,143 7,185
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R M

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

1.

GENERAL INFORMATION

The Company was incorporated as an exempted company with limited
liability in the Cayman Islands on 7 December 2000 and continued
in Bermuda on 24 April 2017. The address of its registered office is
Victoria Place, 5th Floor, 31 Victoria Street, Hamilton HM10, Bermuda.
The address of its principal place of business is Room 4007, 40th
Floor, China Resources Building, No. 26 Harbour Road, Wanchai,
Hong Kong. The Company’s shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 23 to the consolidated
financial statements.

The consolidated financial statements are presented in Hong Kong
dollars (“HK$”), which is also the functional currency of the Company.

GOING CONCERN BASIS

As at 30 June 2020, the Group had net current liabilities of
approximately HK$220,130,000 (2019: HK$24,205,000) and incurred
a loss of HK$384,625,000 (2019: HK$697,582,000) for the year then
ended. These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to continue as a
going concern. Therefore, the Group may be unable to realise its assets
and discharge its liabilities in the normal course of business.

In preparing the consolidated financial statements, the directors of
the Company have given careful consideration to the current and
anticipated future liquidity of the Group and the ability of the Group to
achieve profitable and positive cash flows from operations in immediate
and long terms. The directors of the Company have prepared cash
flow forecasts for the period up to 30 June 2021 after taking into
account of the measures below. In order to strengthen the Group’s
capital base and maintain sufficient financing necessary for future
business development, the directors have taken the following plans and
measures:

- On 24 August 2020, the Company entered into an extension
agreement with a financial institution to extend an other loan
which amounted to HK$35,000,000. The loan is secured by the
property of the Group in Hong Kong, interest bearing at 18% p.a.
and repayable in one year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

2. GOING CONCERN BASIS (continued)

- On 4 September 2020, the Group entered in a sales and
purchase agreement with Mr. Lv Wangsheng (“Mr. Lv”), an
independent third party, to dispose of 40% of the equity
interest in Mudanjiang Better-Day Power Limited (“Mudanjiang
BD Power”), an indirect wholly-owned subsidiary of the
Company. The consideration of the disposal is RMB70,000,000
(HK$76,790,000).

- On 28 October 2020, the Company entered into subscription
agreements with subscribers in relation to the issue of convertible
bonds in an aggregate principal amount of HK$100,000,000.
As of the date of this report, the entire principal amount of
HK$100,000,000 was received by the Group.

- The Group had several idle right-of-use assets located in
Mudanjiang City, Heilongjiang Province, the PRC with a total
carrying amount of approximately HK$106,478,000. These right-
of-use assets are available to be disposed of, which have a total
market value of approximately HK$237,439,000 with reference to
the estimated market approach analysis of the right-of-use assets
carried out by an independent third-party valuer, in the event the
Group requires further financing.

— The Group will apply cost cutting measures to reduce
administrative expenses and cash outflows for the next twelve
months.

Based on the above plans and measures, the directors are therefore
of the opinion that it is appropriate to prepare the financial statements
on a going concern basis. Should the Group fail to achieve the
abovementioned plans and measures, it might not be able to continue
as a going concern, and adjustments would have to be made to the
consolidated financial statements to adjust the value of the Group’s
assets to their recoverable amounts, to provide for any further liabilities
which might arise and to reclassify non-current assets and liabilities
as current assets and liabilities, respectively. The effects of these
adjustments have not been reflected in the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

3.

BASIS OF PREPARATION

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the years presented, unless
otherwise stated.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”). 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”) and by the Hong Kong Companies Ordinance.

APPLICATION OF NEW AND AMENDMENTS
TO HKFRSs

New and amendments to HKFRSs that are

mandatorily effective for the current year
The Group has applied the following new and amendments to HKFRSs
issued by the HKICPA for the first time in the current year:

HKFRS 16 Leases

HK(FRIC)-Int 23 Uncertainty over Income Tax Treatments

Amendments to
HKFRS 9

Prepayment Features with Negative Compensation

Amendments to Plan Amendment, Curtailment or Settlement

HKAS 19

Amendments to
HKAS 28

Long-term Interests in Associates and Joint
Ventures

Amendments to
HKFRSs

Annual Improvements to HKFRSs 2015-2017
Cycle
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

4.

APPLICATION OF NEW AND AMENDMENTS
TO HKFRSs (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year (Continued)
Except as described below, the application of the new and
amendments to HKFRSs in the current year has had no material impact
on the Group’s financial positions and performance for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.

HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current year.
HKFRS 16 superseded HKAS 17 Leases (“HKAS 17”), and the related
interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 Determining whether an Arrangement contains
a Lease and not apply this standard to contracts that were not
previously identified as containing a lease. Therefore, the Group has not
reassessed contracts which already existed prior to the date of initial
application.

For contracts entered into or modified on or after 1 July 2019,
the Group applies the definition of a lease in accordance with the
requirements set out in HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee

As at 1 July 2019, the Group recognised additional lease liabilities
and right-of-use assets at amounts equal to the related lease liabilities
adjusted by any prepaid or accrued lease payments by applying HKFRS
16.C8(b)(ii) transition. Any difference at the date of initial application is
recognised in the opening retained profits and comparative information
has not been restated. The adoption of HKFRS 16 did not have any
impact to the Group’s retained earnings as at 1 July 2019.

4.
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4. APPLICATION OF NEW AND AMENDMENTS 4. ER#HIIEEMBHRELENR

TO HKFRSSs (Continued) H& T @)
New and amendments to HKFRSs that are R E & Ex‘kﬁﬁ%ﬁﬂ' & B
mandatorily effective for the current year (Continued) R &2 A &k HAERT (|
HKFRS 16 Leases (Continued) E%ﬂﬁiﬁﬁﬁ%ﬂﬁ—ﬂl F165EHE (®)
As a lessee (Continued) 1ERRN ()
When applying the modified retrospective approach under HKFRS ERBEBIRED B IEIRE ERFE 165
16 at transition, the Group applied the following practical expedient FERRIEETE AR - REEHBERE
to leases previously classified as operating leases under HKAS 17, EAEHENEITROBAKEHEZH
on lease-by-lease basis, to the extent relevant to the respective lease & RFIEHEREASENEES VAR
contracts: HEANEAATAIITEREDE
The Group elected not to recognise right-of-use assets and lease ZXEI‘EEETH?EHH%E%}AFFH B Ef1 21
liabilities for leases with lease term ends within 12 months of the date of ArkEsHERRERAEEEREES
initial application. & o
At 1 July 2019
R-Z—hEF
+tA—H
HK$’000
FAT
Operating lease commitments disclosed RZB-NFRA=TAEE 2 EEBERE
as at 30 June 2019 2,164
Less: Practical expedient — leases with lease term ending & : AI1T#Em /7 % — HEH B &R R B &
within 12 months from the date of initial application REH2E A ARIE 2 HE (2,164)
Lease liabilities as at 1 July 2019 RZZE—NF+tA—BzHERE =
The carrying amount of right-of-use assets for own use as at 1 July “E-NFtA-—HERRENEREE
2019 comprises the following: EZEE@{E”T ST :
Right-of-use
assets
ERAEEE
HK$’000
FAT
Right-of-use assets relating to operating leases BB REELE165R B IR
recognised upon application of HKFRS 16 HEERNEREEE -
Reclassified from prepaid land lease payments (Note) BIE LA E R E T EH (HsE) 308,288
Right-of-use assets as at 1 July 2020 RNZE-TFLH—BNFERAREE 308,288
Note: Upfront payments for leasehold lands in the PRC and assets under B T—NFEANA=1TH  FREELH
finance leases in Hong Kong for own used properties were classified as &?ﬁ&mﬂﬁ% SETHE ﬁﬁﬁﬁﬁ%%é?ﬁ’l
prepaid land lease payments as at 30 June 2019. Upon application of AEN RSB AEMN LA ER -
HKFRS 16, the prepaid land lease payments amounting to approximately BB R EERIFE 16571 - i‘ﬁﬁj:tﬁﬁﬁ
HK$308,288,000 were reclassified to right-of-use assets. & 5 38 49308,288,0007% 7L E 10 B A E
REEE -
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4. APPLICATION OF NEW AND AMENDMENTS

TO HKFRSs (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year (Continued)
HKFRS 16 Leases (Continued)

As a lessee (Continued)

The following adjustments were made to the amounts recognised in the
consolidated statement of financial position at 1 July 2019. Line items
that were not affected by the changes have not been included.

4. BRAFTERMBHREENR

H& T @)

RAFEEREERNFTE S

iRk E 2R R HIEET (@)

BB EREERF1655HE (&)

EBEBA ()
UTAHR-E—hE+A—B2EAHNE

HRRFR R SEIEL 2 BE - RS
& IR BT EIEEN o

Carrying
amounts Carrying
previously amounts under
reported at HKFRS 16 at
30 June 2019 Adjustments 1 July 2019
RIBE B
BER HRELERE1655
—E-NF R=Z—N4F
ANA=+H tA—HBZ
E2RZEREE TR FREE
HK$'000 HK$’'000 HK$’000
FAT FAET FAT

Non-current assets FEREEE

Prepaid land lease payments TR 3B &R 308,288 (308,288) -
Right-of-use assets EREEE - 308,288 308,288
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RS B R AR I ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

4. APPLICATION OF NEW AND AMENDMENTS 4. EANIEEMBERSEINR

TO HKFRSSs (Continued) H& T @)
New and amendments to HKFRSs in issue but not EEMERRERNHFEE B
yet effective iR EER R EEET
The Group has not early applied the following new and amendments to AREE W ER T EAA T ERME R RER
HKFRSs that have been issued but are not yet effective: RFTE] B8 I IR 5 2R R ELEET
HKFRS 17 Insurance Contracts' BRI ELER  REE4
FATH
Amendmentsto  Definition of a Business? BRI ELER] B2 ER?
HKFRS 3 F3RZERT
Amendments to Reference to the Conceptual Framework® BRMIEREER  BISELERRMS
HKFRS 3 FIHRAEET
Amendmentsto  Sale or Contribution of Assets between an Investor BRMBmELER REEZEEHEAT
HKFRS 10 and and its Associate or Joint Venture® FIORREEE qEEREZHR
HKAS 28 SR 285 2 BELEIHTES
1&5T
Amendments to Classification of Liabilities as Current and HESFERFEIR DHEAaERRBR
HKAS 1 Non-current® ZAEET FEEEDC
Amendmentsto  Definition of Material* B SRHEREE ERZEE
HKAS 1 and REEGER
HKAS 8 E8IRZIERT
Amendmentsto  Property, Plant and Equipment — Proceeds before BB GRTERIFE16 YE  BERKE—
HKAS 16 Intended Use® $RZAEF] ¥ E RIS
AR
Amendmentsto  Onerous Contracts — Cost of Fulfiling a Contract® BEBGFTLERIEI7 iiffié\?’] BITEH
HKAS 37 SR AERT )N
Amendmentsto  Interest Rate Benchmark Reform* BRERELER]  FRELERE
HKFRS 9, HKAS o5 - AEEET
39 and HKFRS 7 HRIEIHERE
B EE2ER
FETRZIERT
Amendmentsto  Annual Improvement to HKFRSs 2018-2020° BB ELR] BHAEMBREERR
HKFRSs ZAERT —E)\FE_ZE
“EFRZFE
DAHES
L Effective for annual periods beginning on or after 1 July 2021. i KRB —FtA B ZEHRZFE
HAR AR
2 Effective for business combinations and asset acquisitions for which 2 ?J?EZ@% é%%ﬁé%:%:%itﬁ —Hsk
the acquisition date is on or after the beginning of the first annual period ZERE EF E R R IAR R 2 B ERS
beginning on or after 1 July 2020. EHREEREMS DEAX -
8 Effective for annual periods beginning on or after a date to be determined. 8 R B Bigk 2 12 FRE FE BRI AR o
2 Effective for annual periods beginning on or after 1 July 2020. 4 R-BE-_ZTFLA B ZEHARZFE
3
5 Effective for annual periods beginning on or after 1 July 2022. 5 ?Tgéiitﬂ —HA¥zERBZFE
HAfE A
6 Effective for annual periods beginning on or after 1 July 2023. 2 R-ZTE_=F+tA—ARZERAZEE
BARIAERK ©
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4.

APPLICATION OF NEW AND AMENDMENTS
TO HKFRSs (Continued)

New and amendments to HKFRSs in issue but not
yet effective (Continued)

In addition to the above new and amendments to HKFRSs, a revised
Conceptual Framework for Financial Reporting was issued in 2018.
Its consequential amendments, the Amendments to References to
the Conceptual Framework in HKFRS Standards, will be effective for
annual periods beginning on or after 1 July 2020.

The Company’s directors have performed an assessment on these
new standards and amendments to standards, and have concluded
on a preliminary basis that the adoption of these new standards and
amendments to standards is not expected to have a significant impact
on the Group’s financial performance and position.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on
the historical cost basis except for certain properties and financial
instruments that are measured at revalued amounts or fair values at the
end of each reporting period, as explained in the accounting policies
set out below.

The preparation of financial statements in conformity with HKFRS
requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are disclosed in
note 6.

4.

ERFTEBMEREERNR
H1EET ()

CEMGENRERNFITIEBY
iRk 2R R HAEET (@)
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

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

(a) Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the

Company:
° has power over the investee;
° is exposed, or has rights, to variable returns from its

involvement with the investee; and
° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein, which represent present
ownership interests entitling their holders to a proportionate

share of net assets of the relevant subsidiaries upon liquidation.

5. FESHEE@
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REHIAOT o
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESHEER@

(Continued)

(a) Basis of consolidation (Continued) (a) HEEE@m)
Changes in the Group's interests in existing subsidiaries AEBREEMBARINERS
Changes in the Group’s interests in subsidiaries that do not result MR BIRIRBH B R/ E=SE T
in the Group losing control over the subsidiaries are accounted B MXARERAEEKREZNE
for as equity transactions. The carrying amounts of the Group’s NAEIH G - AlRER S AR -
relevant components of equity and the non-controlling interests NEE ARSI D RIFERERR
are adjusted to reflect the changes in their relative interests in IREEREFAE - UREES R
the subsidiaries, including re-attribution of relevant reserves BAamiE=Es - REREBEAEE
between the Group and the non-controlling interests according FIEERES R - RASE
to the Group’s and the non-controlling interests’ proportionate FIEERESR 2 MEMOPRESEN
interests. 1 o
Any difference between the amount by which the non-controlling AR AR RS REEE T3k
interests are adjusted, and the fair value of the consideration BRRENATE - ME2BEER
paid or received is recognised directly in equity and attributed to EHEERNERERTFBNAAR]
owners of the Company. HEAA °
When the Group loses control of a subsidiary, the assets and BAE B K LB A A IR
liabilities of that subsidiary and non-controlling interests (if any) AR I ERZB AN EEKRBE
are derecognised. A gain or loss is recognised in profit or loss HBIEEfR i 2 (AR ) © Wam s BER
and is calculated as the difference between (i) the aggregate of BmMER - WK TRE MR B
the fair value of the consideration received and the fair value of EAEGZIBRATMNBECHNE
any retained interest and (i) the carrying amount of the assets T E () BWRERTEEREA R
(including goodwill), and liabilities of the subsidiary attributable to BiEmNENMRHEE(BEEE)R
the owners of the Company. All amounts previously recognised BRMEE o SRR H 2 EBRARER A
in other comprehensive income in relation to that subsidiary HZB AR BEANMESRE - &4
are accounted for as if the Group had directly disposed of the SEEEENEZWNBARMNERE
related assets or liabilities of the subsidiary (i.e. reclassified to EXBENEAARGIENSEE
profit or loss or transferred to another category of equity as 16 25 ok B 4 2 i A B B B i R s 22 B
specified/permitted by applicable HKFRSs). The fair value of any BE,/ R E RS R o k&
investment retained in the former subsidiary at the date when THlEE B - RETHE A R & ERR
control is lost is regarded as the fair value on initial recognition for BIRE - ARATERIERERZ5RR
subsequent accounting under HKFRS 9 or, when applicable, the BBV R EENFEIRERNAF
cost on initial recognition of an investment in an associate or a B+ X ERFEREE ARNE &0
joint venture. FERERRA(ER) -
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)

(b)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the
sum of the acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the former
owners of the acquiree and the equity interests issued by the
Group in exchange for control of the acquiree. Acquisition-related
costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 Income Taxes
and HKAS 19 Employee Benefits respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy below);

° assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard; and

° lease liabilities are recognised and measured at the present
value of the remaining lease payments (as defined in
HKFRS 16) as if the acquired leases were new leases at
the acquisition date. Right-of-use assets are recognised
and measured at the same amount as the relevant lease
liabilities, adjusted to reflect favourable or unfavourable
terms of the lease when compared with market terms.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net amount of the identifiable assets acquired and the liabilities
assumed as at acquisition date. If, after re-assessment, the net
amount of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if any), the
excess is recognised immediately in profit or loss as a bargain
purchase gain.

(b) XHZAEH
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)

ESS=gtde )

(b) Business combinations (Continued)

(b)

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liquidation are initially
measured at the non-controlling interests’ proportionate share of
the recognised amounts of the acquiree’s identifiable net assets
or at fair value. The choice of measurement basis is made on a
transaction-by-transaction basis.

When the consideration transferred by the Group in a business
combination includes a contingent consideration arrangement,
the contingent consideration is measured at its acquisition-
date fair value and included as part of the consideration
transferred in a business combination. Changes in the fair value
of the contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively. Measurement
period adjustments are adjustments that arise from additional
information obtained during the “measurement period” (which
cannot exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.

The subsequent accounting for the contingent consideration
that do not qualify as measurement period adjustments depends
on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured to fair value at
subsequent reporting dates, with the corresponding gain or loss
being recognised in profit or loss.

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured
to fair value at the acquisition date (i.e. the date when the
Group obtains control), and the resulting gain or loss, if any, is
recognised in profit or loss or other comprehensive income, as
appropriate. Amounts arising from interests in the acquiree prior
to the acquisition date that have previously been recognised in
other comprehensive income and measured under HKFRS 9
would be accounted for on the same basis as would be required
if the Group had disposed directly of the previously held equity
interest.
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESHEER@

(Continued)

(c) Goodwill (c) BE
Goodwill arising on an acquisition of a business is carried at cost Bl s — TR SR TS E AR VP B TR M
as established at the date of acquisition of the business (see the ¥BEHRIARA (R Eat etk
accounting policy above) less accumulated impairment losses, if RIBEFDREEE(AE)FIER
any.
For the purposes of impairment testing, goodwill is allocated to SREART S - AEDEEESRR
each of the Group’s cash-generating units (or group of cash- =REHHEENAEE SR EE
generating units) that is expected to benefit from the synergies EBM (KRS EEEMNMAR) - Mz
of the combination, which represent the lowest level at which the B EMARERASEIEE WE
goodwill is monitored for internal management purposes and not R R KK B AR AR &
larger than an operating segment. HE
A cash-generating unit (or group of cash-generating units) to BoEmENReELEEM (B
which goodwill has been allocated is tested for impairment EEBNARN) s FETRER
annually or more frequently when there is indication that the & SRR B 3R AT BE IR B A B SR B
unit may be impaired. For goodwill arising on an acquisition HEITE AR AR o SRR E RS B
in a reporting period, the cash-generating unit (or group of EWEEENEENS - BHERE
cash-generating units) to which goodwill has been allocated is MIReEABM(HRSEEABENA
tested for impairment before the end of that reporting period. B R ez S BR AT EITRER A o
If the recoverable amount is less than its carrying amount, the AT Y[l & 5 R H AR EE - RIRE
impairment loss is allocated first to reduce the carrying amount EEEE LD EAREREMNEENER
of any goodwill and then to the other assets on a pro-rata basis HE  HEBREEU(KIREELS
based on the carrying amount of each asset in the unit (or group 4 7)) NS IBE ERREEZ L)
of cash-generating units). DEEAMEE -
On disposal of the relevant cash-generating unit or any of HERBECEASBNNIBSELRS
the cash-generating unit within the group of cash generating AR RN B E(IIR S E A B - 5
units, the attributable amount of goodwill is included in the EHEERSERSTARNEEGES
determination of the amount of profit or loss on disposal. When o ZAEBENEREEEM(K
the Group disposes of an operation within the cash-generating ReEXBEMNAENANERESELES
unit (or a cash generating unit within a group of cash-generating ) NHERE  THERESREIR
units), the amount of goodwill disposed of is measured on P& %715 (3R R E A B AL ) BFT R
the basis of the relative values of the operation (or the cash- BReELESEN(HBECELENMA
generating unit) disposed of and the portion of the cash- R E D HIMREEET = o

generating unit (or the group of cash-generating units) retained.

The Group’s policy for goodwill arising on the acquisition of a NEBBHARAKESECEEENRD
joint venture is described below. BHBRR TEEA o
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(d)

Investments in joint ventures

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

The results and assets and liabilities of joint ventures are
incorporated in these consolidated financial statements using
the equity method of accounting, The financial statements of
joint ventures used for equity accounting purposes are prepared
using uniform accounting policies as those of the Group for
like transactions and events in similar circumstances. Under
the equity method, an investment in a joint venture is initially
recognised in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s share of
the profit or loss and other comprehensive income of the joint
venture. Changes in net assets of the joint venture other than
profit or loss and other comprehensive income are not accounted
for unless such changes resulted in changes in ownership
interest held by the Group. When the Group’s share of losses of
a joint venture exceeds the Group’s interest in that joint venture
(which includes any long-term interests that, in substance, form
part of the Group’s net investment in the joint venture), the Group
discontinues recognizing its share of further losses. Additional
losses are recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments on
behalf of the joint venture.

An investment in a joint venture is accounted for using the equity
method from the date on which the investee becomes a joint
venture. On acquisition of the investment in a joint venture, any
excess of the cost of the investment over the Group’s share of
the net fair value of the identifiable assets and liabilities of the
investee is recognised as goodwill, which is included within
the carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which the
investment is acquired.

5. FESTHHEE@®

(d)
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESFHEER@
(Continued)
(d) Investments in joint ventures (Continued) (d) REeELEZRE@
The Group assesses whether there is an objective evidence REBE RS FEREGERFECE
that the interest in a joint venture may be impaired. When @A BERE L BREFE - EFEEN
any objective evidence exists, the entire carrying amount of EEERE  ARBEE S ELE
the investment (including goodwill) is tested for impairment in HERE(BERE) 22 HEEE
accordance with HKAS 36 as a single asset by comparing its BIERE —BEETRENR - 7%
recoverable amount (higher of value in use and fair value less 73 LB EL AT Y [B] 5 8 (LA {5 PR {E {E Bl
costs of disposal) with its carrying amount. Any impairment loss ATEREENAZREETE )M
recognised is not allocated to any asset, including goodwill, that HIFA©5 - B RRREBEL
forms part of the carrying amount of the investment. Any reversal FPEEBRHRERE 2 —3
of that impairment loss is recognised in accordance with HKAS AZEMEBE(BIERE) - REES
36 to the extent that the recoverable amount of the investment SR ERFEICRER R ERBE 2
subsequently increases. AT [B] DA% $2 3&8 Ho 18 AT iz AT U [El
SREAR o

When the Group ceases to have joint control over a joint venture, EAEETHESECEAG KRR
it is accounted for as a disposal of the entire interest in the BER  ETMEAHERWIRESZ
investee with a resulting gain or loss being recognised in profit or 2EER AR - MATE Kk EE Al
loss. In addition, the Group accounts for all amounts previously EIEREATER o I - NEEIRELZ
recognised in other comprehensive income in relation to that EECHEEKEELERBAEERA
joint venture on the same basis as would be required if that joint BEFTHRE 2 BRESE - HiRAMRZE
venture had directly disposed of the related assets or liabilities. EREEHMEEBRARNER A
Therefore, if a gain or loss previously recognised in other SEAR - Bt - MR ERBEE
comprehensive income by that joint venture would be reclassified HBER 262t ERATEAME
to profit or loss on the disposal of the related assets or liabilities, HBEARNER 2 WS BERETH
the Group reclassifies the gain or loss from equity to profit or loss HEBER  IASEeREHERBE
(as a reclassification adjustment) upon disposal of the relevant BOER B EERS 2 WS E
joint venture. BEEm(EREMHEAR) -
When a group entity transacts with a joint venture of the Group, EXEEREASE EERERS
profits and losses resulting from the transactions with the joint B BEECERHMESEZ &M
venture are recognised in the Group’s consolidated financial REBEREE 2 RE W EEmER AR
statements only to the extent of interests in the joint venture that R MEENEAEEER  ZEED
are not related to the Group. EREDSBR -
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTHER@

(Continued)

(e) Foreign currencies (e) P&
In preparing the financial statements of each individual group R EER & B E S 2 BEmk
entity, transactions in currencies other than the functional B IR BERBIGEEENIINZ B
currency of that entity (foreign currencies) are recognised at the (INE)ET 2R SHRR 5 E R 2E
rates of exchanges prevailing on the dates of the transactions. FARE SR FERR o MRS IR - AN T
At the end of the reporting period, monetary items denominated BzE¥IEBKRZA 2 ERBEXREN
in foreign currencies are retranslated at the rates prevailing at HE o PONEFHELIZAFEEZ
that date. Non-monetary items carried at fair value that are JEEIER AERATEEETERZ
denominated in foreign currencies are retranslated at the rates BAEXSEMNE - LIMNEFHEL IR
prevailing on the date when the fair value was determined. Non- MAEKAGTEZIEEEIBE BASH
monetary items that are measured in terms of historical cost in a ]me o

foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary HHEKIHE REFHEEKIHEE
items, and on the retranslation of monetary items, are recognised EZEREBREERR ZIESE
in profit or loss in the period in which they arise. B

o

For the purposes of presenting the consolidated financial MEIGETHHREME  AEEE
statements, the assets and liabilities of the Group’s operations BrEENBBENERSHREHER
are translated into the presentation currency of the Group (i.e. ZiEAERGE AAREE 2 5|REK
HK$) using exchange rates prevailing at the end of each reporting (BN TT) « WA R HIER THiRHA
period. Income and expenses items are translated at the average 2 FHEEEITIAE - RIEE RN Z
exchange rates for the period, unless exchange rates fluctuate HAfE A IR A IRR B A ERIR + TR
significantly during that period, in which case the exchange BAT - AIRARRZSERZER -
rates at the date of transactions are used. Exchange differences FTEAZERZFBE(NE) DR EME
arising, if any, are recognised in other comprehensive income EU A A FERR N A 2 ) 2 R B (1
and accumulated in equity under the heading of exchange 2 (MEE - BERIEERAR R E
reserve (attributed to non-controlling interests as appropriate). =) ©

On the disposal of a foreign operation (that is, a disposal of RHEEEIEB(AHEAREBRE
the Group’s entire interest in a foreign operation, or a disposal HINETS 2 B m - WRAEABE
involving loss of control over a subsidiary that includes a YFINZETS 2 MY B A R 2 R HIRE R
foreign operation, or a partial disposal of an interest in a joint & RHEBSEINEB 2 LRZH
arrangement or an associate that includes a foreign operation g N Rl ok B RBERK
of which the retained interest becomes a financial asset), all of RERMEE)N  RZFEBRERZR
the exchange differences accumulated in equity in respect of T2 ETBEARARIER ABIGE =%
that operation attributable to the owners of the Company are BEXNHEEER -

reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets W BB S INE TSI B A 2 I DA KR AR
acquired arising on an acquisition of a foreign operation are ORI E E 2 A ERARENIERZ
treated as assets and liabilities of that foreign operation and BINERE 2 BERBERE - RN
translated at the rate of exchange prevailing at the end of each BEWMEBRR 2 ERERMETRE o FF
reporting period. Exchange differences arising are recognised in EEZERZEIREMEEBAR
other comprehensive income. TR °
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(f)

Fixed assets

Buildings held for use in the production or for administrative
purposes, are stated in the consolidated statement of financial
position at their revalued amounts, being the fair value at the date
of revaluation, less any subsequent accumulated depreciation
and subsequent accumulated impairment losses. Revaluations
are performed with sufficient regularity such that the carrying
amounts do not differ materially from those that would be
determined using fair values at the end of each reporting period.
All other fixed assets are stated in the consolidated statement
of financial position at cost, less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

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

Any revaluation increase arising on the revaluation of such
buildings is recognised in other comprehensive income and
accumulated in fixed asset revaluation reserve, except to the
extent that it reverses a revaluation decrease for the same
asset previously recognised in profit or loss, in which case the
increase is credited to profit or loss to the extent of the decrease
previously expensed. A decrease in the carrying amount arising
on the revaluation of such buildings is recognised in profit or
loss to the extent that it exceeds the balance, if any, held in the
property revaluation reserve relating to a previous revaluation of
that asset.

Depreciation of revalued buildings is recognised in profit or loss.
On the subsequent sale or retirement of a revalued property,
the attributable revaluation surplus remaining in the properties
revaluation reserve is transferred directly to retained profits.

5. FESHEE@

(f)
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5. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

5. FESHEXR@m)

(f)

(9)

Fixed assets (Continued)

Depreciation of other fixed assets is calculated at rates sufficient
to write off their cost less their residual values over the estimated
useful lives on a straight-line basis. The principal useful lives are as

follows:

Buildings The shorter of the lease terms
and 30 to 50 years

Leasehold improvements 10 years

Pipelines and trench 30 years

Plant and machinery 10 to 30 years

Furniture, office equipment and 5 to 10 years
motor vehicles

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

Construction in progress represents buildings under construction
and plant and machinery pending installation, and is stated
at cost less impairment losses. Depreciation begins when the
relevant assets are available for use.

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

Leases
Definition of a lease (upon application of HKFRS
16 in accordance with transitions in note 4)

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of time
in exchange for consideration.

(f)

(9)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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5. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(g) Leases (Continued)

5. FESHEE@

(9) HE@)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in note 4)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases of office premises that have a lease term of 12 months
or less from the commencement date and do not contain a
purchase option. It also applies the recognition exemption for
lease of low-value assets. Lease payments on short-term leases
and leases of low-value assets are recognised as expense on
a straight-line basis or another systematic basis over the lease
term.

Right-of-use assets
The cost of right-of-use asset includes:

° the amount of the initial measurement of the lease liability;

° any lease payments made at or before the commencement
date, less any lease incentives received;

° any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring
the site on which it is located or restoring the underlying
asset to the condition required by the terms and conditions
of the lease, unless those costs are incurred to produce
inventories.

Right-of-use assets are depreciated on a straight-line basis over
the shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item
on the consolidated statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS
9 Financial Instruments (“HKFRS 9”) and initially measured at
fair value. Adjustments to fair value at initial recognition are
considered as additional lease payments and included in the cost
of right-of-use assets.
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)

(9) Leases (Continued) (9) HEm@m)
The Group as a lessee (upon application of RKEBMEAABEA(RBH T4
HKFRS 16 in accordance with transitions in note 4) NWBEBREREEBMBRE
(Continued) ZERIZE165% ) (&)
Lease liabilities HESE
At the commencement date of a lease, the Group recognises REERKBE  NEBEIZZBE RS
and measures the lease liability at the present value of lease NOHEENROREERARTERE
payments that are unpaid at that date. In calculating the present BfE - A EHENRHRER -
value of lease payments, the Group uses the incremental TRV EEHEMEEMFE - K
borrowing rate at the lease commencement date if the interest SEARAHERKAHEEEE
rate implicit in the lease is not readily determinable. F=E o
The lease payments include fixed payments (including HENFKEREENR(BIEEE £
in-substance fixed payments) less any lease incentives receivable. B (& TE - 500 R (T FE U AE 5 52 0R) -
After the commencement date, lease liabilities are adjusted by R B8R - AEaEIRF S
interest accretion and lease payments. REER KT o
The Group presents lease liabilities as a separate line item on the AEEREESRIEAEEERIIA
consolidated statement of financial position. REFBRRE
The Group as a lessee (prior to 1 July 2019) AEBEAERBA(ZZE—NEF

+BA—RB2ZA

Leases which do not transfer substantially all the risks and WMEETEFEAAENBRE DRk
rewards of ownership to the Group are classified as operating MeEREZEEARER - QD EALE
leases. Operating lease payments are recognised as an expense HE - KERENRREERHZE
on a straight-line basis over the lease term. AR RRAX -

(h) Research and development expenditure (h) ARREXER

Expenditure on research activities is recognised as an expense
in the period in which it is incurred. Development costs are
capitalised only if all of the following conditions are met:

- An asset is created that can be identified (such as new
products);

- It is probable that the asset created will generate future
economic benefits; and

- The development cost of the asset can be measured
reliably.

Deferred development costs are measured initially at cost and
are amortised on a straight-line basis over their estimated useful
lives of 5 years.
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(i

Other intangible assets

Intangible assets acquired in a business
combination

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

Subsequent to initial recognition, intangible assets acquired in a
business combination with finite useful lives are reported at costs
less accumulated amortisation and any accumulated impairment
losses, being their fair value at the date of the revaluation less
subsequent accumulated amortisation and any accumulated
impairment losses, on the same basis as intangible assets that
are acquired separately.

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains and losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds
and the carrying amount of the asset, are recognised in profit or
loss when the asset is derecognised.

()  Technical know-how
Technical know-how is measured initially at purchase cost
and is amortised on a straight-line basis over its estimated
useful life of 10 years.

(i) Trade name and exclusive right
Trade name and exclusive right are measured initially at
purchase cost and are amortised on a straight-line basis
over their estimated useful lives of 25 years.

(iijj Construction contracts
Construction contracts are measured initially at fair value
and are amortised on a straight-line basis over the contract
period of 1-2 years.

5. FESHEE@

(i

Htt B EE
EBEHPIBBNETLEE

EBEHPERBNETEERRED
FfER R T E RS B R A
BRAREERA)FER ©

RYPHERE  REBAFFHEE
BEEARABAFHMZELERE 2K
R RET B M AT REDRER RS
iR BIREM Az A FERERR
FHEESE AT RETRIERR - AR
ERWRENEEEMR -

BREENHERNERTREER
158 A 3k B BUS AR R A B A 2 i 4% 1
R - RILTER BV EERELE 2
SRBRRLEMGFRFREER
BERMEIZRE  UNKLRE
RALBEZ BRENBERPER -

()  HMAE
7 &0 8 A 2 12 e B R AN T
B WABSERMEF AIER
FEIOF K -

(i) BEREREFIE
AR RN T RBERA
FTE - WARARRMGE A (E
FREFER25SF 8K o

(iii) ZBHEE7
BEANVTSIHATENE
P2FEMA ORI EGEE



Xinyang Maojian Group Limited Annual Report 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

@)

(k)

Inventories

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

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the
instrument. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established
by regulation or convention in the market place.

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance with
HKFRS 15. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value through
profit or loss (“FVTPL”)) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at FVTPL are
recognised immediately in profit or loss.

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and
of allocating interest income and interest expense over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts and payments (including
all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset or
financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

5. FESTHHEE@®
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)
(k) Financial instruments (Continued) (k) =RMIEw@m

Financial assets ctRMEE

Classification and subsequent measurement of THEENTBREFZTE

financial assets

Financial assets that meet the following conditions are Fa A MRS i A E R iR

subsequently measured at amortised cost: BRAGTE :

. the financial asset is held within a business model whose . RBaHNHeRERENZ
objective is to collect contractual cash flows; and KEEATHACSREE

&

. the contractual terms give rise on specified dates to cash . BAGFRIEERHEELZR
flows that are solely payments of principal and interest on EREBMARSTNARERAKRE
the principal amount outstanding. BAREZHE -

A financial asset is held for trading if: ETHERT  EREERFEE

=

it has been acquired principally for the purpose of selling in
the near term; or

on initial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

it is a derivative that is not designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial

s ZHEEEIERERHALE
e © 3k

o  RUISHRBEBNAEEFR
HAZEEZAH ST AR
G2 —3o B A G HER
= 8

o  WIHEERBRHEHMTAZA
£TA-

EAN - NS B R] A R RSH I S 7R 1R

A SR A FEF ARMEEBA
(MEAHEARMEERADFTE

asset that are required to be measured at the amortised cost or
fair value through other comprehensive income (“FVTOCI”) as

measured at FVTPL if doing so eliminates or significantly reduces HeRMEERETEREATET AER
an accounting mismatch. e (M RTYG S EE RS et
SRACIEN ) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)
Financial assets (Continued)
Classification and subsequent measurement of
financial assets (Continued)

U]

(ii)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on
the credit-impaired financial instrument improves so that
the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following the
determination that the asset is no longer credit-impaired.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at
the end of each reporting period, with any fair value gains
or losses recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend or interest
earmned on the financial asset and is included in the “other
income and other gains or losses” line item.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)

(k) Financial instruments (Continued) (k) €T HEu@m)

Financial assets (Continued)
Impairment of financial assets and other items subject
to impairment assessment under HKFRS 9

The Group performs impairment assessment under expected
credit loss (“ECL”) model on financial assets (including trade
receivables, deposits and other receivables, bank and cash
balances), and other items (contract assets) which are subject to
impairment under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”) represents the portion of
lifetime ECL that is expected to result from default events that are
possible within 12 months after the reporting date. Assessment
are done based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for trade receivables
and contract assets. The ECL on these assets are assessed
collectively using a provision matrix based on the ageing profile.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, the Group
recognises lifetime ECL. The assessment of whether lifetime ECL
should be recognised is based on significant increases in the
likelihood or risk of a default occurring since initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject
to impairment assessment under HKFRS 9 (Continued)

@

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable
and supportable, including historical experience and
forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

° an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

o significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

° existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s ability
to meet its debt obligations;

° an actual or expected significant deterioration in the
operating results of the debtor;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject
to impairment assessment under HKFRS 9 (Continued)

@

(ii)

Significant increase in credit risk (Continued)

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor’s ability to meet its debt
obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk 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 regularly monitors the effectiveness of the
criteria used to identify whether there has been a significant
increase in credit risk and revises them as appropriate to
ensure that the criteria are capable of identifying significant
increase in credit risk before the amount becomes past
due.

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full.

Irrespective of the above, the Group considers that default
has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default
criterion is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject
to impairment assessment under HKFRS 9 (Continued)

(iii)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit-impaired includes
observable data about the following events:

significant financial difficulty of the issuer or the
borrower;

a breach of contract, such as a default or past due
event;

the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider;

it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation;

the disappearance of an active market for that
financial asset because of financial difficulties; or

the purchase or origination of a financial asset at a
deep discount that reflects the incurred credit losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject
to impairment assessment under HKFRS 9 (Continued)

(iv)

v)

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over three years past due, whichever occurs
sooner. Financial assets written off may still be subject
to enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined with
the respective risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with
the contract and the cash flows that the Group expects to
receive, discounted at the effective interest rate determined
at initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject
to impairment assessment under HKFRS 9 (Continued)

(v) Measurement and recognition of ECL (Continued)

Where ECL is measured on a collective basis or cater for
cases where evidence at the individual instrument level
may not yet be available, the financial instruments are
grouped on the following basis:

o Nature of financial instruments;
o Past-due status;
° Nature, size and industry of debtors; and

° External credit ratings where available.

The grouping is regularly reviewed by management to
ensure the constituents of each group continue to share
similar credit risk characteristics.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit-impaired, in which case interest income is calculated
based on amortised cost of the financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)
(k) Financial instruments (Continued) (k) %EQIE(%)
Derecognition of financial assets RIEBIATHEE

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised borrowing
for the proceeds received.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable is recognised in
profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Company are recognised at the
proceeds received, net of direct issue costs.

Financial liabilities
All financial liabilities are subsequently measured at amortised
cost using the effective interest method.

EEREERRRE RENA HEF
[EwmE RERSREEYCEBE
ERBENEBAI SRR & E®RT S
— BB AEES SR IEERZIE
TRUEE © WA B BEL IR ER
BHEARNERNT YRR RER - I
HEmREEREE  AAREESR
HRARZBEEZ REEm AT
AXNMHEEREEEE - HAE
@ﬁaﬂ%%ﬁﬂﬁ?%ﬁ%%%ﬁ
HomER kR - BIAEBEEER
TREE - TEREWINAERIA
REEMER -

R RIS AT EN S B E
ER - BERIERDKRERKE
BRSNS ER o

TREERKRAE
DEBEH K
BRI T ARG K ZHIEE A
kemAERRATAZEEMOHE
RERABEERS

KETA

IR T AT EAR R E B ERAE
ERCZEETHRANBES ZEAE
#) o NRRBITZBATRRWEZ
PSSR BRI TRARER

EHEE
AR AEBRORAERAN X
RESHK AT E



Xinyang Maojian Group Limited Annual Report 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(k) Financial instruments (Continued)

0

Financial liabilities and equity (Continued)

Financial liabilities (Continued)

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, loans,
bond payables and lease liabilities are subsequently measured at
amortised cost, using the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

Offsetting a financial asset and a financial liability
A financial asset and a financial liability are offset and the net
amount presented in the consolidated statement of financial
position when, and only when, the Group currently has a legally
enforceable right to set off the recognised amounts; and intends
either to settle on a net basis, or to realise the asset and settle
the liability simultaneously.

Impairment on fixed assets other than
buildings, prepaid land lease payments, right-
of-use assets, and intangible assets other
than goodwill

At the end of the reporting period, the Group reviews the carrying
amounts of its fixed assets other than buildings, right-of-use
assets, prepaid land lease payments and intangible assets with
finite useful lives to determine whether there is any indication
that these assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the relevant asset is
estimated in order to determine the extent of the impairment loss
(if any).

The recoverable amount of fixed assets other than buildings,
right-of-use assets, prepaid land lease payments and intangible
assets are estimated individually. When it is not possible to
estimate the recoverable amount individually, the Group estimates
the recoverable amount of the cash-generating unit to which the
asset belongs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES 5. FESFHEER@

(Continued)

() Impairment on fixed assets other than ) EBEEE(REFH) i

buildings, prepaid land lease payments, right- HERMNNRE FHRAEEE
of-use assets, and intangible assets other REFEE (BREEN) RBE
than goodwill (Continued) (%)
In addition, the Group assesses whether there is indication that AN - REEFEESEPRKAR
corporate assets may be impaired. If such indication exists, B EE R LB A RE o W78 8B
corporate assets are also allocated to individual cash-generating R AABENADEEERRSE
units, when a reasonable and consistent basis of allocation can EBA BT EEREREER
be identified, or otherwise they are allocated to the smallest —BoREEZ&REEELEN
group of cash-generating units for which a reasonable and 4Rl o

consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of AU B 5 K8 A B &S A A B
disposal and value in use. In assessing value in use, the estimated REEMER zREE  AHEERE
future cash flows are discounted to their present value using a B8 - FRABRTIATANIR E A 5T R 2K
pre-tax discount rate that reflects current market assessments of HeREMBEZERE  ZAHEER
the time value of money and the risks specific to the asset (or a BB RTSYEEBREEREE (K
cash-generating unit) for which the estimates of future cash flows ReEABN)FERR M - m
have not been adjusted. IR AT RRIR SR E(EL T
% o

If the recoverable amount of an asset (or a cash-generating unit) Wb et EE (SR EEBNM) 2 I
is estimated to be less than its carrying amount, the carrying EemEEOREREE - AIEE(K
amount of the asset (or a cash-generating unit) is reduced to REELEN) ZRAESFAREE
its recoverable amount. In allocating the impairment loss, the AIRE&EE - ROBERERBER - 5
impairment loss is allocated first to reduce the carrying amount of P B R (B B 18 AR D A R 2 B AR
any goodwill (if applicable) and then to the other assets on a pro- EE(ER) - AR OIRIERZE
rata basis based on the carrying amount of each asset in the unit sk — RS EEBMN S EENIRA
or the group of cash-generating units. The carrying amount of an BErREZHEMEE - EEREMENS
asset is not reduced below the highest of its fair value less costs BB ERE R FER SR A (10
of disposal (if measurable), its value in use (if determinable) and AEtE) EEREE(WAEE) &
zero. The amount of the impairment loss that would otherwise TZHMERE BERSToREEE
have been allocated to the asset is allocated pro rata to the BB BEERRIRL A D iR E % B
other assets of the unit or the group of cash-generating units. S—HREELESVNEMEE ° &
An impairment loss is recognised immediately in profit or loss, BEEESARRIERER - RIEMERE
unless the relevant asset is carried at a revalued amount under BEAS—ERTUEGHSRESE -
another standard, in which case the impairment loss is treated as FRIBERT - MEEBHEBEZRE
a revaluation decrease under that standard. A PR EMERE ©
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)

() Impairment on fixed assets other than ) BEEEREFN) i
buildings, prepaid land lease payments, right- HERNNRE FHRAEEE
of-use assets, and intangible assets other REFEE (BREEN) BE
than goodwill (Continued) (%)

Where an impairment loss subsequently reverses, the carrying R EBENEBER - BjZEE
amount of the asset (or cash-generating unit or a group of cash- (IREEEBMN—HRSELES
generating units) is increased to the revised estimate of its i) 2 BREE MG INEH LIS 2 1h
recoverable amount, but so that the increased carrying amount PRI IR - MEE g Nz AR
does not exceed the carrying amount that would have been B EBBRENBTFEILMEHZ
determined had no impairment loss been recognised for the asset BE(IREELESNN—HERESE
(or a cash-generating unit or a group of cash-generating units) EEBEA)BRRESENREEEZ
in prior years. A reversal of an impairment loss is recognised ARTEIME - R {E S 1848 (] BIAS PO 15 2 T
immediately in profit or loss, unless the relevant asset is carried R BRIFEEEEES —ERITUE
at a revalued amount under another standard, in which case HeREIIER  ERBERLT - BEERE
the reversal of the impairment loss is treated as a revaluation KRR A2 ER TR E(GIEE -
increase under that standard.

(m) Cash and cash equivalents (m) RekREEHEEH

For the purpose of presentation in the statement of cash flows,
cash and cash equivalents includes cash on hand, deposits
held at call with financial institutions, other short-term, highly
liquid investments with original maturities of three months or
less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value, and
bank overdrafts. Bank overdrafts are shown within borrowings
in current liabilities in the consolidated statement of financial
position.

HRREMEBRERME - RERAEHF
BREBRFTERE  FHRN SR
BHOEEER - REIR A =18 A kA
TEAIBER SR AE MBER S mA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

5. FESHEE@

(n) Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or services
underlying the particular performance obligation is transferred to
the customer.

A performance obligation represents a good or service (or a
bundle of goods or services) that is distinct or a series of distinct
goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over
time by reference to the progress towards complete satisfaction
of the relevant performance obligation if one of the following
criteria is met:

° the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the
Group performs;

° the Group’s performance creates or enhances an asset
that the customer controls as the Group performs; or

° the Group’s performance 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.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

A contract asset represents the Group’s right to consideration in
exchange for goods or services that the Group has transferred
to a customer that is not yet unconditional. It is assessed
for impairment in accordance with HKFRS 9. 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
goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due)
from the customer.

A contract asset and a contract liability relating to the same
contract are accounted for and presented on a net basis.
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTTHE®@®

(Continued)

(n) Revenue from contracts with customers

(n) REEFEFEHNHWE &)

(Continued)

Over time revenue recognition: measurement
of progress towards complete satisfaction of a
performance obligation

Output method

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to
recognise revenue on the basis of direct measurements of
the value of the goods or services transferred to the customer
to date relative to the remaining goods or services promised
under the contract, that best depict the Group’s performance in
transferring control of goods or services.

As a practical expedient, if the Group has a right to consideration
in an amount that corresponds directly with the value of the
Group’s performance completed to date, the Group recognises
revenue in the amount to which the Group has the right to
invoice.

Principal versus agent

When another party is involved in providing goods or services
to a customer, the Group determines whether the nature of its
promise is a performance obligation to provide the specified
goods or services itself (i.e. the Group is a principal) or to arrange
for those goods or services to be provided by the other party (i.e.
the Group is an agent).

The Group is a principal if it controls the specified good or service
before that good or service is transferred to a customer.

The Group is an agent if its performance obligation is to arrange
for the provision of the specified good or service by another
party. In this case, the Group does not control the specified good
or service provided by another party before that good or service is
transferred to the customer. When the Group acts as an agent,
it recognises revenue in the amount of any fee or commission to
which it expects to be entitled in exchange for arranging for the
specified goods or services to be provided by the other party.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(o) Employee benefits

(i)

(ii)

(iii)

Employee leave entitlements

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

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

Retirement benefits schemes

The Group operates a mandatory provident fund scheme
(the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance (the “Ordinance”)
for all qualifying employees in Hong Kong. The Group’s
contributions to the MPF Scheme are calculated at 5%
of the salaries and wages subject to a monthly maximum
amount specified in the Ordinance per employee and
vest fully with employees when contributed into the MPF
Scheme.

The employees of the Group’s subsidiaries established in
the People’s Republic of China (the “PRC”) are members
of a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute certain percentage of the employees’ basic
salaries and wages to the central pension scheme to fund
the retirement benefits. The local municipal government
undertakes to assume the retirement benefits obligations
of all existing and future retired employees of these
subsidiaries. The only obligation of these subsidiaries
with respect to the central pension scheme is to meet the
required contributions under the scheme.

Termination benefits

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

5. FESHEE@
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESTHER@

(Continued)

(p) Share-based payments (p) BREAER
Equity-settled share-based payment transactions URAEEZRBEARR S
Share options granted to employees BEFESHERE
Equity-settled share-based payments to employees and others MiE 8 R E iR EE RIS A L 1E
providing similar services are measured at the fair value of the B AR AN G B 2 B S SR T B
equity instruments at the grant date. HHEfZARE T B A FEAE -
The fair value of the equity-settled share-based payments REHEREE R AR D BERT K
determined at the grant date without taking into consideration M BEHBATEEN A FECGREATAIE
all non-market vesting conditions is expensed on a straight-line MG HE B I DIRE G AR AR
basis over the vesting period, based on the Group’s estimate of BEIY Y - Wz ASEHNRRER
equity instruments that will eventually vest, with a corresponding B8 I T B0 st R e (PARR 1D
increase in equity (share-based payments reserve). At the RERNREGEE) PEAERE N -
end of each reporting period, the Group revises its estimate REFREHR - AEEREFEE
of the number of equity instruments expected to vest based TERAIE T 5 55 B B 5T H 978 B
on assessment of all relevant non-market vesting conditions. BRFEBHRETASE -G o B
The impact of the revision of the original estimates, if any, is FIRBEFTFE (NG ) RERE
recognised in profit or loss such that the cumulative expense R B R RS RIS AR
reflects the revised estimate, with a corresponding adjustment AR BB R B I (B
to the share-based payments reserve. For share options that EEAE - HRERTRASHEEN
vest immediately at the date of grant, the fair value of the share HEARE - B THRBRER A T ERNE
options granted is expensed immediately to profit or loss. MBI o
When share options are exercised, the amount previously ERBIREREITER - BERARKRG
recognised in share-based payments reserve will be transferred RERRE P R R £ 7R A
to retained earnings. When the share options are forfeited after BERBEN - SERERERERE
the vesting date or are still not exercised at the expiry date, the LW JE B BB AR & T{E - Bl
amount previously recognised in share-based payments reserve R PARR 10 /4 L A SR 0 5 1 P T
will be transferred to retained profits. RE R GER = (RERF
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5. SIGNIFICANT ACCOUNTING POLICIES 5. FESFHEER@

(Continued)

(q) Borrowing costs (Q BEEHE
Borrowing costs directly attributable to the acquisition, g BENEECEREERE
construction or production of qualifying assets, which are assets TR KRB F &R TR R
that necessarily take a substantial period of time to get ready for EMEE)NEERBGEERATIN
their intended use or sale, are added to the cost of those assets EZRZEENKE BEEBHEEAN
until such time as the assets are substantially ready for their BERAEAAEREREREERR
intended use or sale. 1E e
Any specific borrowing that remain outstanding after the related EHEEAEEREFERERAEIEEZ
asset is ready for its intended use or sale is included in the BINAEENEAFEEE  HAA
general borrowing pool for calculation of capitalisation rate on —REEBEAN  UTE—REERN
general borrowings. Investment income earned on the temporary BRELE - EREEERIEEERK
investment of specific borrowings pending their expenditure on BERSAINERIEETRIAIEE
qualifying assets is deducted from the borrowing costs eligible WA - HtEBERTUERNEREE
for capitalisation. AR IR ©
All other borrowing costs are recognised in profit or loss in the B EMEERAR TR E £ BREE
period in which they are incurred. AR o

() Government grants () BUSHBEIS
Government grants are not recognised until there is reasonable KRIERE & IR TR TE AN 5 B 38 <P IR A
assurance that the Group will comply with the conditions Bf) & BT BT 75 A 6 14 B2 G RS AR B
attaching to them and that the grants will be received. & RAFPSERABNHEE -
Government grants that are receivable as compensation for EREEER BB ES AR
expenses or losses already incurred or for the purpose of giving INES BN B B S SR i FE U ER B
immediate financial support to the Group with no future related WHEARRABEX A BF RSN E
costs are recognised in profit or loss in the period in which they A] T UREY BRI fE 2 AR o

become receivable.

The benefit of a government loan at a below-market rate of ER T I5 A R BT E R EENF =
interest is treated as a government grant, measured as the AR ARFmEE - B WS
difference between proceeds received and the fair value of the HEERRITMSFENERN AT
loan based on prevailing market interest rates. B2 HRERETZ -
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(r)

(s)

Government grants (Continued)

Government grants that become receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Government grants relating to the purchase of assets are
recorded as deferred income and recognised in profit or loss on
a straight-line basis over the useful lives of the related assets.

Taxation
Income tax represents the sum of the current tax and deferred
tax.

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit/loss before tax because of
income or expense that are taxable or deductible in other years
and items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits
will be available against which those deductible temporary
differences can be utilised. Such deferred tax assets and liabilities
are not recognised if the temporary difference arises from the
initial recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit. In addition, deferred tax liabilities are
not recognised if the temporary difference arises from the initial
recognition of goodwill.

5. FESTHHEE@®
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(s)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, and interests in joint ventures, 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. Deferred tax assets arising
from deductible temporary differences associated with such
investments and interests are only recognised to the extent that
it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

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

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

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied to the same
taxable entity by the same taxation authority.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.

5. FESHEE@
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(s) Taxation (Continued)

(t)

In assessing any uncertainty over income tax treatments,
the Group considers whether it is probable that the relevant
tax authority will accept the uncertain tax treatment used, or
proposed to be use by individual group entities in their income
tax filings. If it is probable, the current and deferred taxes are
determined consistently with the tax treatment in the income tax
filings. If it is not probable that the relevant taxation authority will
accept an uncertain tax treatment, the effect of each uncertainty is
reflected by using either the most likely amount or the expected
value.

Related parties
A related party is a person or entity that is related to the Group.
(A) A person or a close member of that person’s family is
related to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or Group’s parent.
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(t) Related parties (Continued)

B

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

)

(i

(iii)

(v)

(Vi)

(vii)

(viil)

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 employees of either 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 the 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 Group’s parent.
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(t)

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

(i) 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.

(u) Provisions and contingent liabilities

v)

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event, it is
probable that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best estimate of
the consideration required to settle the present obligation at the
end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is
measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash
flows (where the effect of the time value of money is material).

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the reporting
period or those that indicate the going concern assumption is
not appropriate are adjusting events and are reflected in the
consolidated financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes to
the consolidated financial statements when material.
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6.

CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES

In the application of the Group’s accounting policies, which are
described in note 5, the directors of the Company are required to make
judgments, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources.
The estimates and underlying assumptions are based on historical
experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

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

Critical judgements in applying accounting
policies

The following are the critical judgments, apart from those involving
estimations (see below), that the directors of the Company have made
in the process of applying the Group’s accounting policies and that
have the most significant effect on the amounts recognised in the
consolidated financial statements.

(@) Going concern basis
These consolidated financial statements have been prepared on
a going concern basis, the validity depends on the Group’s ability
to obtain sufficient future funding which are depends on the
results of the measures undertaking by the Group as described
in note 2 to the consolidated financial statements.

(b) Legal titles of certain buildings

As stated in note 18 to the consolidated financial statements,
the legal titles of certain buildings were not yet obtained as at 30
June 2020. Despite the fact that the Group has not obtained the
relevant legal titles, the directors have determined to recognise
those buildings as fixed assets on the grounds that they expect
the legal titles should be obtained in future with no major difficulties
and the Group is in substance controlling those buildings.
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6. CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES (Continued)

Key sources of estimation uncertainty

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

(@) Fixed assets and depreciation

The Group determines the estimated useful lives, residual values
and related depreciation charges for the Group’s fixed assets.
This estimate is based on the historical experience of the actual
useful lives and residual values of fixed assets of similar nature
and functions. The Group will revise the depreciation charge
where useful lives and residual values are different to those
previously estimated, or it will write-off or write-down technically
obsolete or nonstrategic assets that have been abandoned.

The carrying amount of fixed assets as at 30 June 2020 was
approximately HK$1,516,536,000 (2019: HK$1,699,586,000).

(b) Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision
for income taxes. There are many transactions and calculations
for which the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination
is made. During the year ended 30 June 2019, income tax credit
of approximately HK$1,233,000 (2020: HK$NIil) was recognised
in profit or loss based on the estimated deferred tax liabilities.

(c) Useful lives of other intangible assets

The Group determines the estimated useful lives and related
amortisation charges for the Group’s other intangible assets.
This estimate is based on the expected pattern of consumption
of the future economic benefits embodied in the asset or, where
appropriate, the contractual or other legal rights associated with
the assets. The Group will revise the amortisation period and the
amortisation method for an intangible asset where the useful life is
different to that previously estimated.
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6. CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES (continued)

Key sources of estimation uncertainty (Continued)

(d)

(e)

(f)

(9)

Fair value of certain fixed assets

The Group appointed an independent professional valuer to
assess the fair value of certain fixed assets. In determining the fair
value, the valuer has utilised a method of valuation which involves
certain estimates. The directors have exercised their judgement
and are satisfied that the method of valuation and inputs used
are reflective of the current market conditions.

Fair value of buildings

The Group appointed an independent professional valuer to
assess the fair value of the buildings. In determining the fair
value, the valuer has utilised a method of valuation which involves
certain estimates. The directors have exercised their judgement
and are satisfied that the method of valuation and inputs used
are reflective of the current market conditions.

The carrying amount of buildings as at 30 June 2020 was
approximately HK$415,262,000 (2019: HK$449,583,000).

Loss allowance for ECL

The Group’s management estimates the loss allowance for
trade receivables based on risk of a default and expected loss
rate. The assessment of the credit risk involves high degree of
estimation and uncertainty as the Group’s management estimates
the risk of a default and expected loss rate for applying provision
matrix on debtors based on the Group’s historical information,
existing market conditions as well as forward looking estimates
at the end of each reporting period. Where the expectation is
different from the original estimate, such difference will impact
the carrying amount of trade receivables.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on the
ageing and estimated net realisable value of inventories. The
assessment of the allowance amount involves judgement and
estimates. Where the actual outcome in future is different from
the original estimate, such difference will impact the carrying
value of inventories and allowance charge/write-back in the
period in which such estimate has been changed. An allowance
for slow-moving inventories of HK$3,415,000 was made for the
year ended 30 June 2020 (2019: HK$NIil).
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7. FINANCIAL RISK MANAGEMENT

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

(@) Foreign currency risk

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

(b) Price risk
The Group’s financial assets at fair value through profit or loss
are measured at fair value at the end of each reporting period.
Therefore, the Group is exposed to equity security price risk.
The directors manage this exposure by maintaining a portfolio of
investments with different risk profiles.

At 30 June 2020, if the prices of the Group’s investments

increase/decrease by 10%, post-tax loss for the year would have
been approximately HK$68,000 (2019: HK$74,000) lower/higher.
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7. FINANCIAL RISK MANAGEMENT (continued) 7. BEERREE@m
(c) Credit risk (c) EERMKE

The carrying amounts of trade and other receivables and
cash and cash equivalents represent the Group’s maximum
exposure to credit risk in relation to financial assets. As at 30
June 2020 and 2019, all bank balances were deposited in
reputable financial institutions and were hence without significant
credit risk. Management does not expect any losses from non-
performance by these counterparties. Credit sales are made
to selected customers with good credit history. The Group has
policies in place to ensure that outstanding trade receivables
are collected on a timely basis. Trade receivables are subject
to the expected credit loss model. The Group applies HKFRS 9
simplified approach to measuring expected credit losses which
uses a lifetime expected loss allowance for all trade receivables
from initial recognition. To measure the expected credit losses,
trade receivables have been grouped based on shared credit risk
characteristics and the days past due. The expected loss rates
are based on the historical payment profiles of sales and the
corresponding historical credit losses experienced. The historical
loss rates are adjusted to reflect current and forward-looking
information on factors affecting the ability of the customers to
settle the receivables.

The Group has policies in place to ensure that outstanding other
receivables are collected on a timely basis. Other receivables are
subject to the expected credit loss model. The Group applies
HKFRS 9 simplified approach to measuring expected credit
losses which uses a lifetime expected loss allowance for all other
receivables from initial recognition. The expected loss rates are
based on the historical payment profiles and the corresponding
historical credit losses experienced. The historical loss rates
are adjusted to reflect current and forward-looking information
on factors affecting the ability of the customers to settle the
receivables.
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7. FINANCIAL RISK MANAGEMENT (Continued) 7. MBEBREE@®
(c) Credit risk (Continued) (c) EERK @
The following table provides information about the Group’s TRERBAASERERE S KRIEA
exposure to credit risk and expected credit loss for trade HENEERRRBHEEBENE
receivables: #
As at 30 June 2020 the Group uses trade receivables’ aging RZBE-_ZTFAA=1H AEEF
to assess the impairment for its customers because these FREWE 5 RIERER KT EER PR
remaining customers consist of a large number of small BE - B TR BZEAE KRR
customers with common risk characteristics representative of the R/ NEPMEK - BBRISERE
customers’ abilities to pay all amounts due in accordance with B &RE KGR A 2 HFIER
the contractual terms. The following table provides information BE7) c TRIBHAMEKESKRIER
about the exposure to credit risk for trade receivables which BRREERBRMER - LWHIREEH
are assessed based on provision matrix within lifetime ECL (not AR E B EE (W EEERE) AR #
credit-impaired). BB RE M AT A o
Gross carrying amount RE#AE
2020 2019
—ECEF —TNF
Average Trade Average Trade
lossrate receivable loss rate receivable
ke EWE S T EE FEWE 5
b= BRI tr= AR1E
% HK$°000 % HK$’000
% FTHET % FAT
Current (not past due) BER (B R HT) 3.41 3,221 3.86 24,298
1-90 days past due #1ER1-90A 4.45 1,466 32.74 28,103
91-360 days past due #15191-360H 15.87 19,533 80.35 3,054
361-720 days past due #HA361-720H 58.26 15,227 - -
39,447 55,455
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7. FINANCIAL RISK MANAGEMENT (Continued)

(c)

(d)

Credit risk (Continued)

Gross carrying amount (Continued)

The estimated loss rates are estimated based on historical
observed default rates over the expected life of the trade
receivables and are adjusted for forward-looking information that
is available without undue cost or effort. The grouping is regularly
reviewed by management to ensure relevant information about
specific trade receivables is updated.

Liquidity risk

The Group’s policy is to regularly monitor current and expected
liquidity requirements to ensure that it maintains sufficient
reserves of cash to meet its liquidity requirements in the short
and longer term.

For term loans which contain a repayment on demand clause
which can be exercised at the banks’ sole discretion, the analysis
shows the cash outflow based on the earliest period in which
the Group can be required to pay, that is if the lenders were to
invoke their unconditional rights to call the loans with immediate
effect. The maturity analysis for other bank loans is prepared
based on the scheduled repayment dates.
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7. FINANCIAL RISK MANAGEMENT (cContinued) 7. URRERBERE @)
(d) Liquidity risk (Continued) (d) "EESE @
The maturity analysis of the Group’s financial liabilities is as AEESpAECHHEITIT :
follows:
Between  Between Total
On Less than 1and 2 2and5 Over 5 carrying
demand 1 year years years years amount
EEXR DPIME  AFEZ2F 25F5F BiEsF REAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THL THL THT THT T
At 30 June 2020 RZZ=ZF5A=1H
Term loan subject to a repayment ZB&SHESER 2
on demand clause THER 15,805 - - - - 15,805
Other bank loans HFITER - 34,481 2,782 8,705 7,684 51,499
Trade payables ERNE SRR - 55,393 - - = 55,393
Bond payables RS - 12,641 477,270 715,007 245,550 988,268
Other payable and accruals E R FUB R BB - 197,631 175,204 - - 372835
Other loans HiER - 69,729 - - - 65,716
Lease liabilities HEERE - 2,634 2,634 1,536 - 5,738
15,805 372,509 657,890 725,248 253,234 1,555,249
At 30 June 2019 R-E-NFXA=1H
Term loan subject to a repayment 7Bi&SHESIER 2
on demand clause THER 18,670 - - - - 18,670
Other bank loans HFITER - 35,589 2,719 8,505 10,629 55,173
Trade payables ENESERE - 58,555 - - - 58,555
Bond payables ERES - 11,250 10,841 712,037 725790 906,361
Other payable and accruals H o (T 500E K fER T 500R - 126010 208,799 = - 327,657
Other loans HiEHR - 31,655 - - - 28,263
18,670 263,059 222,359 720,542 736,419 1,394,679
The maturity analysis of term loans subject to a repayment on BESTEMGRZ EHERBREZE
demand clause based on scheduled repayments is as follows: BrEERIEH Z BB ST
Contractual
undiscounted
cash flows
EBRREE
ReERE
Less than
1 year
DIE
HK$’000
FAT
At 30 June 2020 R-B-ZBFA=1H 16,374
At 30 June 2019 RZE—NFA=TH 19,342
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7. FINANCIAL RISK MANAGEMENT (Continued) 7. MBEREE@®
(e) Interest rate risk (e) F=E@Epz

Bonds payable, certain bank loans and other loans were ERES BETRITERREMER
arranged at fixed interest rates and therefore were subject to fair THIREEFIZEET S - EiﬁU%*‘”THE?"F'J
value interest rate risk. @ o

Certain bank loans were arranged at floating rates varied with the ETRITERDIZEERMUKE 2
then prevailing market condition. FENFIEGHE ©

As at 30 June 2020, if interest rates at that date had been 1% RZZZZTFA=1H - W& B A
lower/higher with all other variables held constant, consolidated KRR, EFA %I AT H fth & B
loss after tax for the year would have been approximately B  KEEBRBERBEEEEER
HK$307,000 (2019: HK$359,000) lower/higher, arising mainly as 4/ #I149307,00078 T (=T — A
a result of lower/higher interest expense on the bank loans. £ : 359,000/ 7T) - D EZHMNIER

TTERZ SRS T, TR -

() Categories of financial instruments (N EMIAZER
2020 2019
—ECEE —E—hF
HK$°000 HK$’'000
FBT FHET
Financial assets: ERMEE !
Financial assets at fair value through profit BAFETABRZ

or loss: TREE :

Held for trading HIEER 678 743
Amortised cost B HAK AN 94,962 109,914
Other financial asset HEtemEE - 6,351
Financial liabilities: ERMEE
Financial liabilities at amortised cost HEER AT EZ SMmAR 1,555,249 1,394,679

(9) Fair values (9) A¥E
The carrying amounts of the Group’s financial assets and HREPBHRARMI A ASESRIEE
financial liabilities as reflected in the consolidated statement of kemBE T REERESEZ AT
financial position approximate their respective fair values. BiEE -
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8. FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following disclosures of fair value
measurements use a fair value hierarchy that categorises into three
levels the inputs to valuation techniques used to measure fair value:

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

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

Level 3 inputs: unobservable inputs for the asset or liability.

The Group’s policy is to recognise transfers into and transfers out

of any of the three levels as of the date of the event or change in
circumstances that caused the transfer.
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

8. FAIR VALUE MEASUREMENTS (continued) 8. AYTEFEmW
(a) Disclosures of level in fair value hierarchy: (@) AFERBRIEE:
At 30 June 2020 R-E—_FEFNA=+H
Fair value
measurements using: Total
FRANTERFELZATETE ! et
Level 1 Level 3 2020
Description it R F HIjk —T-=THF
HK$’000 HK$’000 HK$°000
FHT FAT FET
Recurring fair value REMNFETE:
measurements:
Financial assets at fair value through 2 AF(EF AlB2E 2
profit or loss SRIEE
Listed securities in Hong Kong BELMES 678 - 678
Fixed assets EEEE
Properties in Hong Kong EEtYES - 9,710 9,710
Properties in PRC R - 405,552 405,552
- 415,262 415,262
Total recurring fair value REEATEFEAE
measurements 678 415,262 415,940
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A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

8. FAIR VALUE MEASUREMENTS (continued) 8. AYTEFEmWm
(a) Disclosures of level in fair value hierarchy: (a) 2FEREHKEE @ @
(Continued)
At 30 June 2019 R=-F—NENA=1H
Fair value
measurements using: Total
FEAUTERIEHZAFEE : et
Level 1 Level 3 2019
Description 3t E1R FIF —TNEF
HK$’000 HK$’000 HK$’000
FAT FAT FAT
Recurring fair value KEMDAFEFTE
measurements:
Financial assets at fair value through R AFEFF AEZRZ
profit or loss TRIEE
Listed securities in Hong Kong BB LMES 743 = 743
Other financial asset Hib emEE - 6,351 6,351
Fixed assets BEEEE
Properties in Hong Kong BB - 10,200 10,200
Properties in PRC e lEk S - 439,383 439,383
- 449,583 449,583
Total recurring fair value KEMAFEFTELEE
measurements 743 455,934 456,677

During the year, there were no transfers between Level 1 and
Level 2, or transfer into or out of Level 3 (2019: Nil).

Note: For the purpose of impairment assessment, the recoverable
amount of other fixed assets is fair value less costs of disposal.
In the absence of current prices in an active market for similar
other fixed assets, the Group considers information by reference
to the valuation performed by an independent valuer based
on the depreciated replacement cost (“DRC”) approach. The
DRC approach requires a valuation of the market value of the
other fixed assets in its existing use and an estimate of the new
replacement cost of the other fixed assets from which deductions
are then made to allow for physical deterioration and all forms of
obsolescence and optimisation.

FA - BEFSIREF2RAZENE
B TMERFEIREALBL(ZE
—NEE) -

Mzt BUREREmE - RtETEEZ
AREEERAFERHERA
EEAUEMEEEERNERTS
MRITER  AEE2EHUME
FIENITEREERA ([HFTEREEK
AR FETEOBEMRENER -
PEREBERAVE RS EM EE
AERREMETHHE @ EatE
fEEEENTEEKA - A
ERBREMMALANRE LB
B o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

8. FAIR VALUE MEASUREMENTS (Continued)

(b)

(c)

Reconciliation of assets measured at fair
value based on level 3:

The movements of the properties under Level 3 fair value
measurements during the year are presented in note 18 to
the consolidated financial statements under the heading of
“Buildings”. Fair value adjustments on properties are recognised
in the line item “loss on property revaluation” in the consolidated
statement of comprehensive income.

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

The Group’s financial controller is responsible for the fair value
measurements of assets and liabilities required for financial
reporting purposes, including level 3 fair value measurements.
The financial controller reports directly to the Board of Directors
for these fair value measurements. Discussions of valuation
processes and results are held between the financial controller
and the Board of Directors at annual basis.

8.

N EFTE @
(b) BEFEIRRAFLEFEZE

(c)

EYER

RN BIRATENEET 2 E
BEHNG AP HREN T8 EF 2
5 o 22 AFERBENGA 2EK
AEZ %S EEE IR -

FEERAZEERFRD
FET 8 A5k A R fh E Bl
R ABBHEE

AR BB TS R A BT B R A
BrAERBEATENE  ¥FE
EESMATHEE - MHREEE
REFGERZSATEIE B
BEREFEEERMERTRER
AT -
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A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

8. FAIR VALUE MEASUREMENTS (Continued)

8. AFEHEm

(c) Disclosure of valuation process used by the (c) *EEHRAZHERFRA
Group and valuation techniques and inputs SFEFTERANGERM
used in fair value measurements: (Continued) R ASBWEE © @)

For level 3 fair value measurements, the Group will normally AEE—RSEFIEGHEER @ #
engage external valuation experts with the recognised TEIBATEFE - ZZFFEREAR
professional qualifications and recent experience to perform the BRI BEER - BRHAETMHE
valuations. <3
Effect on
fair value
Valuation for increase
Description technique Unobservable inputs Range of inputs Fair value
[OPN ¢
¥ AFE
it fRE BT TABERABE &= a7 AF¥E
HK$’000
FAT
At 30 June 2020
REZBZZFARA=+H
Fixed assets
Properties in Direct Adjusted market price HK$33,000/ Decrease 9,710
Hong Kong comparison  (HK$/square feet) square feet
BBME BEELEE KHEEWE 33,000 e
(BT FHR) Bt/ EHR
Properties in PRC Depreciated  Depreciated replacement RMB100 — Decrease 405,552
replacement  cost (RMB/square feet) RMB2,800/
cost Building/Structure life square feet
50 years
R EIZ MREEKRA FTREEKA AR100TE e
(AREEFHR) AR#2,8007T,
BF fEsan FHR
504
At 30 June 2019
R=TB—-NFEXA=TH
Fixed assets
Properties in Direct Adjusted market price HK$35,000/ Increase 10,200
Hong Kong comparison  (HK$/square feet) square feet
EetIES HELR KERETE 35,0007 7T, N
(BT FEHR) FRR
Properties in PRC Depreciated  Depreciated replacement RMB23 — Increase 439,383
replacement  cost (RMB/square feet) RMB2,845/
cost Building/Structure life square feet
50 years
B MHRBERAR FHREBEKAR ARE23TTE 0
(AR®/FEHR) AR#E2 8455,
BF fiESn AR
504F
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 &% —FE —FF N H=—+HIFFZ

9. REVENUE 9. Wz
Revenue represents the net invoiced value of goods sold, after WHERAFEHEEMBERFEBER
allowances for returns and trade discounts, and after eliminations of all ERERESTN  WEHEEBEEAEE
significant intra-group transactions during the year. ARG o

2020 2019
—ECRE —TNF
HK$’000 HK$’'000
FBT FAT
Heat supplying services ENRE IR RS 163,463 160,189
Electricity supplying services B ERRTS 13,598 12,456
Sales of calcium carbide SHER LIS - 75,844
Sales of lime powder SHERKD 16,760 =
Facilities construction services R AR 376 73,897
Commission income BEWBA 140 662
194,337 323,048

(i) Disaggregation of revenue (i) UwE=ER#4E

For the year ended 30 June 2020
BE-Z_ZHFXA=1THLEE

Heat and Lime Construction
Power Powder services  Unallocated
Segment 2EB HERED ray ) BIERY KROE
HK$’000 HK$’000 HK$’000 HK$’000
FET FExT FExT FTART
Heat supplying services Rpe RS 163,463 - - -
Electricity supplying services B AR 13,598 - - -
Sales of calcium carbide SHERRES - 16,760 - -
Facilities construction services  s& 2R RTS - - 376 -
Commission income (EETON - - - 140
177,061 16,760 376 140
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

9. REVENUE (continued) 9. WHE @
() Disaggregation of revenue (Continued) (i) UWezReA#4H (@)

For the year ended 30 June 2019
BHE_Z-NFRNA=THIFE

Heat and Calcium  Construction
Power carbide services Unallocated
Segment pa HeEREN Tix{ks5 BERT RHL
HK$'000 HK$'000 HK$'000 HK$'000
T FAT THT FHT
Heat supplying services Hae iR 160,189 = = =
Electricity supplying services BERERTS 12,456 = = =
Sales of calcium carbide SHEMLE5 - 75,844 - -
Facilities construction services bR AR TS - - 73,897 -
Commission income EEALON - - - 662
172,645 75,844 73,897 662
(ii) Al revenue is recognised at a point in time excepted for (i) FrElkaEHE—ERSRI2ERER - 2

construction services which is recognised over time. iE AR TS BERT ERERR o



FEHEEREEERIA —T_ZFFRH
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

10. OTHER INCOME AND OTHER GAINS OR 10. Htt AR Htb =18
LOSSES
2020 2019
—EC-EF —E-NEF
HK$’000 HK$’000
FER FAT
Conveyance service income (Note (a)) B RIS WA (B aE(a)) 6,469 4,219
Gains on disposal of right-of-use assets (5 AR A A ) Wi 3,871 =
Gain on settlement of other loan EEEAME RS - 14,796
Government grants (Note (b)) BT B (P 5% (b)) 554 6,342
Loss on disposal of subsidiaries HEHB A R 2 EE (5,505) =
Loss on disposal of a joint venture HE—RegErEZEE (2,124) =
Bank interest income RITHBUA 4 13
Other interest income E At A S A 2,040 1,888
Property management service income Y E R RGN - 16,718
Reversal of trade receivables JEUN & 5 BRTE 2 &[0 - 3,496
Reversal of prepayment, deposit and TESFIE © 518 RE M EUEIR
other receivables ZHmE - 4,893
Sundry income HIBUA 753 2,993
6,062 55,358
Notes: Bi%E
(@  Conveyance service income represents the income from provision of the @@ EEREBAEACERFIREEHRAGE
service for connecting the transition of steam to corporate customers. FERARIEETISULA ©
(o)  Government grants for the years were received as incentive for capital (o) FAKBBEHBIE  (ERAEARZ 28
expenditure and subsidy for operating costs. There are no unfulfilled B R AR AR AN 2 2B o B RAT BN © WA
conditions or contingencies attached to the grants. TEAARBIT 2 G KAEIE o
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for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

11. SEGMENT INFORMATION 11. 7 EEHR

The Group has five reportable segments as follows:

Polyvinyl-chloride

manufacture and sale of polyvinyl-chloride;

manufacture and sale of vinyl acetate;

generation and supply of heat and power;

manufacture and sale of calcium carbide and
lime powder; and

construct and monitor of public facilities
construction.

Vinyl acetate
Heat and power -
Calcium carbide

Construction -
services

The Group’s reportable segments are strategic business units that
offer different products. They are managed separately because each
business unit requires different technology and marketing strategies.

Segment profits or losses do not include fair value loss on financial
assets at fair value through profit or loss, impairment of goodwill, share
of losses of joint ventures and corporate administrative expenses.
Segment assets do not include bank and cash balances, financial assets
at fair value through profit or loss, investments in joint ventures and

REBEF AT RER RS

2

RELE - HEREERELE:

BB - HEREERERLE

HEREN — HEEREERENREN

WAEsS - REREE RS
A R

BERE - ERRERAAREE
o

REEZ AR E D &P AR EN R E f 2 RS
MR - BERE X B TRHE XM R h
SRR RS PRI ML B IR

72 BE NS R EEt AR A EF A RS
ZEMEBEEZAFEEE  BHERE - 21h
BECEBEIARTHRAX - nHEEY
B ARTRRESET  BATEFABR
ZEMEE NEELENRERARE

corporate assets. Segment liabilities do not include bank loans, bonds E > DHABWESARITER - BHAE
payable, bond interest payable, other loans and other payables and % - ERESFNE - EtERAREADER
accruals for general administrative use. KB R —MRITER RS 2 FERT5RIE ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #Z —E - FFNNHA=+HIIFZ

11. SEGMENT INFORMATION (Continued) 11. 2HER @)
The Group accounts for intersegment sales and transfers as if the sales REERME=FEH 2 S gz (AR
or transfers were to third parties, i.e. at current market prices. BTHE) S E S EHE REE -
Information about reportable segment profit or BRAUREDRRANNER - &
loss, assets and liabilities: EREEZER
Heat and Calcium  Construction Polyvinyl-
power carhide services chloride  Vinyl acetate ~ Unallocated Total

BEREN B E BERK REIB ERCR RAE Eh)
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000  HK$000
TiEn TR TR TiEn TR TR TR

Year ended 30 June 2020 H2-Z-EE5A=1H
IR

Revenue from extemal customers MERFlE 177,061 16,760 376 - - 140 194,387
Segment loss SR 65160 (118061  (60.961) (6,162 2649 (319 (253,20)
Losses on fair value of financial assets at fair value fRAT(ER AB#% 2 2 REE

through profit or loss, net ATEERTE - - - - - (65) (65)
Comorate administrative expenses DATHRR - - - - - (131,254 (131,254)
Consoldated loss for the year ERGAGHE (384,625)
Bank interest income HGUIETN - 2 - 1 - 1 4
Interest expense 8% 3,655 1,145 1,659 - - 104,485 110,044
Depreciation on fixed assets ErdEnE 11,33 56,099 2 2314 2317 407 73,404
Depreciation on right-of-use assets PRERENE 1941 3722 - 656 557 1,581 8457

Other material tems of income and expense: ~~ EEARARFRER :

Government grants HiEsE - 554 - - - - 554
Other material non-cash ftems: EEAIREER :
Impaiment of intangble assets BREERR - - 3118 - - - 3718
Impaiment of fixed assets EEEERE 77,000 - - - - - T7000
Wiitten-off oftrade receivables N SRR - - 22,050 - - - 2080
Provision/{reversal of alowance for FlGER S/ RE(RE)
receivables, net A
— trade recelvables -EHEFER 6,355 - - - - - 6,355
— prepayment and ofher receivables —BNERE R
FB - - 14,209 - - (450) 13,759
Provision/written-off of inventories FERE/ M - 26,620 - - - - 26,629
Adations to segment non-current assets ERABEREEE 18,935 730 - - - 6478 26,143
As at 30 June 2020 RZE-ZEA=1H
Consolidated total assets Y 632528 1,094,580 78,067 53,609 37,382 99,668 1,096,824
Consolidated total iabilfies FREEEE 186,658 210,235 2122 14,343 2097 1133214 1,567,539
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11. SEGMENT INFORMATION (continued) 1. 2EER @

Information about reportable segment profit or
loss, assets and liabilities: (Continued)

EBEUHEsWREANREE - &
EREEZER @)

Heat and Caleum  Construction Polyvinyl-
power carbide services chloride ~ Vinylacetate  Unallocated Total
HERED ikl s 3t AR B L6 AR st
HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK$'000  HK$'000
Fin Tin T Thn Fin T Fhn
Year ended 30 June 2019 HEZE-NERR=TH
H5E
Revenue from extemal customers EPRE 172,645 75,844 73,807 = = 662 323,048
Segment proft{oss) AEEH/(BR) 20,174 (398218) 3252 (129202 (67,509) - (661,503
Gaing on fair value of financial assets at fairvalie ~ RATEHABRERERE
through profit or loss, net NTERRFE = = = = = 4,904 4,004
Corporate administrative expenses N TRER = = = = = (140983 (140,983)
Consolidated oss for the year ENGRER (697,682)
Bank interest income FATHEMA - 3 - - - 10 13
Interest expense HMERX 3,830 4353 2,306 - 826 81,312 92,627
Depreciation and amortisation MEREH 12,147 82,781 5,151 18,055 12322 1421 126877
Other material tems of income and expense: EEARARFTER :
Government grants BifES 6,342 - - - - - 6,342
Income tax credit FiiEHES = = 1,233 = = = 1233
Other material non-cash ftems: AMEAFRLER :
Provisiony/reversal) of alowance for BUGBRE/
receivables, net (BE)FE
— trade receivables ~ERESEE 721 (3,497) = = = = 3714
— prepayment and other receivables ~BiFER L RENGE - (3,637) = (606) = (650) (4,899)
Written-of of fixed assets EeAENS - 283,200 - 9,076 29,541 - 49817
Loss on property revaluation NEERER - 28725 - 21,476 13872 - 6401
Adations to segment non-current assets RO ERSEE 9,505 8,686 52 = = = 18,243
As at 30 June 2019 RZZ-NERA=TH
Consoldated total asses GRAESE 662121 1,171,049 121,606 57,68 40,889 213492 2,266,842
Consolidated total liabilities LREREE 142,951 208,206 2,589 12,707 21,691 1,013,789 1,401,938
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for the year ended 30 June 2020 #tZ —F —FF NN H =+ HIFFZE

11. SEGMENT INFORMATION (continued)

12.

1. oHER @)

Information about reportable segment profit or EBRUTHRESBEMNIESR - &
loss, assets and liabilities: (Continued) EREEZER @)

The Group’s revenue is derived from customers based in the People’s AEBUWEETIRE R ZEAREFE ([HE])
Republic of China (the “PRC”) and accordingly, no geographical ZEE B WEZIHERER o

information is presented.

Information about major customers EREEFEFNER
Revenue from customers of the corresponding years contributing over RIEBEEE - RESAEERIEEEGEHA

10% of the total sales of the Group are as follows:

10%H)F PRI T

2020 2019
—ECEF —ZE-NEF
HK$’000 HK$’000
FET FAT
Customer A BEA! N/ASTIE A3 72,217
Customer B? =FEB? N/ASTE A 64,747
1 Revenue from Construction services 1 R B SRR B e
2 Revenue from Calcium carbide 2 R B {85 8 Wz
3 The corresponding revenue did not contribute over 10% of the total 3 MR G AR S B R T BB 10% ©
revenue of the Group.
FINANCE COSTS 12. IR A
2020 2019
—EZEF —ZTNF
HK$’000 HK$’000
FET AT
Interest on bank loans RITEFAE 3,296 6,838
Interest on other loans — wholly repayable H@E KA B —ERAFR
within five years 2EMEE 8,689 5,079
Interest on bonds payable — not wholly J'EHF%‘?'J 8 —EERAF
repayable in five years AEEEE 98,606 80,710
Interest on lease liabilities HE&EFE 353 -
Total borrowing costs BEER AL 110,944 92,627
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13. INCOME TAX CREDIT 13. FifHESR

2020 2019
“E-EF —T-hF
HK$’000 HK$’000
FHT FAT

Current tax BNEA% IR
- PRC Enterprise Income tax — R ZEPTIS R - 34
— Hong Kong Profits tax —BBNED - =
Deferred tax credit RIERIEE % - (1,267)
- (1,233)

No provision for Hong Kong Profits Tax has been made as the Group
did not generate any assessable profits arising in Hong Kong during the
year (2019: Nil).

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

Pursuant to the income tax rules and regulations of the PRC, the
subsidiaries in the PRC are liable to PRC enterprise income tax at a
rate of 25% during the year (2019: 25%).

No provision for PRC Enterprise Income tax has been made for the
year as the Group had sufficient tax loss brought forward to offset the
generated profit in current year.

Pursuant to the Corporate Income Tax Law of the PRC approved by
the National People’s Congress on 16 March 2007, from 1 January
2008, non-resident enterprises without an establishment or place
of business in the PRC or which have an establishment or place of
business in the PRC but whose relevant income is not effectively
connected with the establishment or a place of business in the PRC,
will be subject to withholding tax at the rate of 10% (unless reduced
by treaty) on various types of passive income such as dividend derived
from sources within the PRC.

HRARERANFEL BAERBESEFE
ARBORA - IR ERE BN SR E
(ZF—NE: 8-

HitiR 2 ERBUE TR IR AR ER 2
EBERRZHITHRE - RESHWBRTE
B RERIEHIEE -

RIBEFBIFTSRR A RER « ANFE A B
BRRIEETE25% (=T —F : 25%) 5
#9FR B FE PSR ©

RRASE A RN AR HIAEEEHEA
FREELMGEN - RULF AL EEL EAH
B PRS-

REZEARRKEAER _ZETLF=A
TREMEZTECEMAERE B =FF
NEFE—A—BE  EFBEEARARLES
WESIGAT - HHEET BB NRILEH
WG  BEREZARARAREETER
NPT REG BSOS PTI BB IEE
R% - BARSBHREKRA (DRSS
FENZ BB IZ T A 0% (B JER AU 159 7E Rk
) ERTRNIA
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13. INCOME TAX CREDIT (Continued) 13. FTEHER @

According to the notice Cai Shui [2008] No. 1 released by the Ministry
of Finance and the State Administration of Taxation, distributions
of the pre-2008 retained profits of a foreign-invested enterprise to
a foreign investor in 2008 or after are exempt from withholding tax.
Accordingly, the retained profits at 31 December 2007 in the Group’s
foreign-invested enterprises’ books and accounts will not be subject to
withholding tax on dividend on future distribution.

A reconciliation of the tax credit applicable to loss before tax using
the statutory rate for the countries in which the Company and its
subsidiaries are domiciled to the tax credit at the effective tax rates are
as follows:

BEGRFRERRELHE D 2T
[2008]15RB AN - R=ZZN\Fk 2 & RN
B EEDRINERECE—TT/\FRIZ
RBIBEFERCHAMTENFTIE - Fllt - KNE
BEzimBEnE s RMEEE MR-
THFE+ A=+ A Z2REEFHEBERA
R IR 2 B BN TE IR IA o

BARRR REMB R RTERR ZEERE
AHERHABRER 2 HRER - BIRER
BEFAE AR R 2 HRAT

2020 2019

—EEHF ZT—hF

HK$’000 HK$’000

FHET FAT
Loss before tax BB R E 1R (384,625) (698,819)
Tax at the statutory tax rate REEBETE 2TIE (85,302) (1567,212)
Income not subject to tax BAEWT 2 WA (968) (1,244)
Expenses not deductible for tax AR 50,899 124,251
Tax losses not recognised RIERTIEESE 38,753 40,624
Utilisation of unrecognised tax losses EFARTER 2 T IEE 18 (3,382) (7,652)

Tax credit at the Group's effective tax rate EARSEERHEGTE

TR iv) - (1,233)

At the end of the reporting period, the aggregate amount of temporary
differences associated with undistributed earnings of subsidiaries for
which deferred tax liabilities have not been recognised is approximately
HK$11,381,000 (2019: HK$17,929,000). No deferred tax liabilities have
been recognised in respect of these differences because the Group is
in a position to control the dividend policies of these subsidiaries and it is
probable that such differences will not reverse in the foreseeable future.

RIREREER - BZEWERRELETE
BEZHBARIRAERFERM s TKE
FE4AREHA) 11,381,000/ L (— T — /L4 ¢
17,929,000/ 7T) ° B3RS & B A 15 il 5%
EWB AR ZIREEEE - ABBAEEIHT
SRR A SREE - R ER RS = RERER
RIERIEBE -
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14. LOSS FOR THE YEAR 14. XEEEE
The Group’s loss for the year is stated after charging/(crediting) the RNEBRAREE 2 BREHR,/ (GEA) T
following: FIRRFIER -
2020 2019
—ECEF —ZE-hF
HK$’000 HK$’'000
FER FAT
Auditor’s remuneration IZ SR & 1,513 1,480
Provision/(reversal) of allowance for receivables, net fEU ZRIBEE /Bsid (Bm ) F5E
— trade receivables — R E SERIE - 3,714
— prepayment and other receivables — TERTRRIA e B A fE Y R TE 13,759 (4,893)
Written-off of trade receivables FEURE 5 BRIE 85 22,050 =
Amortisation of other intangible assets (included in Bk #HE b B EE (2 5t ATTI
administrative expenses) AXH) - 5,067
Cost of inventories sold EEFERA 164,967 200,734
Provision/written-off of inventories FEBE, s 26,629 -
Depreciation of fixed assets BEEEETE 73,404 115,282
Depreciation of right-of-use assets FREEENE 8,457 =
Amortisation of prepaid land lease payments TEfT 0T ST R - 6,528
Minimum lease payments under operating leases ~ tith RIEFALEFHLIE [ 2
for land and buildings HEAERK - 3,211
Factory overhead incurred during suspension of FESREEZ THBETRYT
production (note) (BF3E) 65,232 75,493
Loss on property revaluation L7 e ot - 64,073
Impairment of intangible assets mEERE 3,778 699
Staff costs (excluding directors’ emoluments): BIRAN(TREESHE) :
Wages, salaries and benefits in kind T8 F2hkEYH= 20,019 25,917
Employee share option benefits 8 THERERT - 3,454
Redundancy cost TUERAK AN 3,363 -
Retirement benefits scheme contributions RNEFETEIEE5R 5,894 7,880
Cost of inventories sold includes staff costs and depreciation EEFEXNABEE IRARITE DRI
of approximately HK$9,052,000 (2019: HK$12,475,000) and 9,052,000/ 7t (=& — L4 : 12,475,000
HK$6,380,000 (2019: HK$6,398,000) respectively, which are included %ot ) %6,380,0008 L (=T — N F :
in the amounts disclosed separately above. 6,398,000/ 7T) * HEFT AR EX B KR
ZEEA o
Note: During the years ended 30 June 2020 and 2019, factory overhead Mz : 82T _TFR-_T—-NFA=1H
was incurred during the temporary suspension of the production line of IEFE  THA SR TIRENEEKXIE
Polyvinyl-chloride segment, Vinyl acetate segment and Calcium carbide THRERBRALEDE  BEELIHED IR
segment due to a substantial decrease in profit margin. AN B2 £ELSE FEESRES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

15. DIRECTORS’ AND EMPLOYEES’ 15. EENE K E S F M
EMOLUMENTS
The emoluments of each director were as follows: BEEZMEemT ¢

Basic salaries, housing

benefits, other allowances Retirement benefits
Fees and benefits in kind scheme contributions Total
ExEe REEA
e Rt RENAR BARAEMHE )
2020 2019 2020 2019 2020 2019 2020 2019

ZECEE CI-N\F CECEE CENF ZEZEE CE0FE 0 ZEIEE CINF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thx T Th FiEgn TEn Fén T T

Executive directors YTES

Ms. Chan Yuk Foebe BELL - - 120 120 - - 120 120
Mr. Yu Defa FE%EE - - 519 320 - - 519 320
Mr. Law Tze Ping Eric BTTEE - - 300 300 15 15 315 315
Mr. Chen Lei BFEtE - - 120 45 6 2 126 47
M. Lin Biian (note) TRBA%EE () - - - - - - - -

Independent non-executive directors B3 #17E%E

Mr. Ma Wing Yun Bryan SRMEE 180 180 - - - - 180 180

Mr. Tam Ching Ho BYRLE 180 180 - - - - 180 180

Mr. Hau Chi ki i 180 180 - - - - 180 180

540 540 1,059 785 21 17 1,620 1,342

Note: Mr. Lin Bitian was appointed as an executive director on 12 March 2020. MizE : MBEAEER-_S-_TF=A+_HEZ

He was subsequently resigned as an executive director on 10 July 2020. FARNITES - FEEBR-_ZE-_ZTFL+A
THEHERITES -



Xinyang Maojian Group Limited Annual Report 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

15. DIRECTORS’ AND EMPLOYEES’

EMOLUMENTS (Continued)

The five highest paid individuals in the Group during the year included
1 (2019: 1) director whose emoluments are reflected in the analysis
presented above. The emoluments of the remaining 4 (2019: 4)
individuals are set out below:

15. EEMERESEHFM @

TR ARERLEESFRERERE1A(Z
E-NF AREF FEFZMECRE
X252 MRBR - FT4R(ZF—NEF :
4%) BB 28T

2020 2019
—E-FF —FTNF
HK$’000 HK$’'000
FHET FAT
Basic salaries, housing benefits, other allowances EA# & - BREEA] - Efb)E8E %

and benefits in kind §=blES 1,825 2,009
Post-employment benefits BB 1 @A 53 71
Employee share option benefits BB BEREN= - -
1,878 2,080

The emoluments fell within the following bands: B9 F LA T &k

Number of individuals

EEAH

2020 2019

S A=

Nil to HK$1,000,000 Z 1,000,000/ 7T 4 4

The Company granted 110,000,000 share options to employees on 24
December 2018. The fair value of share option is HK$3,454,000 (2020:
Nil).

No emoluments were paid by the Group to any of the directors or the
five highest paid individuals as an inducement to join or upon joining
the Group or as compensation for loss of office in both years and no
directors waived any emolument during the year ended 30 June 2020
(2019: Nil).

ARAFIR—Z— ) \Ft+_A=-t+MHHEMRESR
#H110,000,00017 B AR #E - BERRHE 2 A F
/53,454,000 L (—E—ZF : &) °

RZMEFE  NEBHBES HEAME T
EMESER AR RHER AERINELR
SR B ANER [ 2 2R B S B BB A (B VAR
E_T_TERNA=ZTALFE HEEFR
HEHM(ZZ—NF : |) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

16.

17.

DIVIDEND

The directors do not recommend the payment of dividend for the year
ended 30 June 2020 (2019: Nil).

LOSS PER SHARE

Basic loss per share

Calculation of basic loss per share attributable to the owners of
the Company is based on the loss for the year attributable to the
owners of the Company of approximately HK$373,171,000 (2019:
HK$667,369,000) and the weighted average number of ordinary shares
of 1,335,781,000 (2019: 1,231,598,662) in issue during the year.

Diluted loss per share

The computation of diluted loss per share for the years did not assume
the exercise of outstanding share options of the Company since these
options were anti-diluted during the year of 2020 and 2019.

16.

17.

IRE

EETEBRNEE_T_TFA=TH
LHFEZRE(ZZE—NEF &) -

BREE

BREXREE

NABHEE AEESREREBTIREARRD
AIHEE AJE(R AT E E1E4373,171,0007%8
TT(=ZE— N : 667,369,000/ T ) K AN F
[E B 347 Em A hn#E ¥ £01,335,781,000
B (=Z—h4F : 1,231,598,6620% )51 & °

ZREFES

SHEFE SR RAR Y ERRA AR Z
MARITE R - R 2R SHAE
R-B-TER T NFARBENE -
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RS B R AR I ()

for the year ended 30 June 2020 &% - - %

FNHA=THILFE

18. FIXED ASSETS 18. EIE&E
Furniture,
office
equipment Pipelines
Construction Plant and Leasehold and motor and
Buildings in progress machinery  improvements vehicle trench Total
i BAE
i3 EEIR BEREE  RENEEK FERAE EERER fazt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr Thr Thr Thr Thr T T
Cost or revaluation AR ER
At 1July 2018 RZF-\FtA-A 680,900 822,801 1,705,307 4,234 26,537 158,127 3,397,906
Addttions AE = 6,639 3725 - 7979 - 18,243
Wite off E - (73,799) (924,344) - (5,809) = (1,003 946)
Revaluation Bf (202,871) - - - - - (202,871)
Transfer g% - (296,290) 296,290 - - - -
Adaltions through acquistion o~ EBMEKBATIEA
subsidiaries - - - - 18 - 18
Exchange difference EiZR (28,446) (29,769) (61,282) - (847) (6992) (127,336)
At 30 June 2019 RIZ-NERA=TRR
and 1 July 2019 “E-NEtA-R 449,583 429488 1,019,696 4,234 21818 151,135 2,082,014
Additions AE - 16,708 33 - 1,367 1,255 19,665
Revaluation Bt (19,850) - - - - - (19,850)
Disposal of subsidiaries HENBAR - - - - (17 = {17
Transfer B - (459) - - - 452 -
Exchange difference EiZE (14,471) (14,513 (29,270) - (800) (6,276) (64,330)
At 30 June 2020 RZE-EE A=1H 415,262 431,231 990,761 4234 28428 147,566 2,017,482
Accumulated depreciation ZiHE
At1 July 2018 RZZ-N\EtA-A = = 863,887 3,092 21,534 38,618 917,591
Charge for the year ERRR 25,005 - 79,965 38 2,333 7421 115,282
Charge through acquistion FRLENEATNAY
of subsidiaries - - - - 3 - 3
Wit off i - - (589,020) - (5,109 - (594,129)
Wte back on revaluation SEREE (24,899) - - - - - (24,899)
Exchange difference EiZR (306) - (28,795) - (586) (1,783 (31,420)
At 30 June 2019 and RZE-NERA=TAR
1July 2019 “F-N\FtA-A - - 316,087 3910 18,175 44306 382,428
Charge for the year ERRY 23779 - 39,984 34 2071 7,246 73,404
Disposal of subsidfaries HEHBAR - - - - @ - ]
Impaiment B - 77,000 - - - - 77,000
Wte back on revaluation EfikEE (23,779) - - - - - (23,779)
Exchange difference EiZR - - (6,059) - (488) (1,557) (8,104
At 30 June 2020 RZZ-ZFRA=TH - 77,000 349962 4,234 19,755 49,9% 500946
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

18. FIXED ASSETS (Continued) 18. BIEEE @)
Furniture,
office
equipment Pipelines
Construction Plant and Leasehold and motor and
Buildings in progress machinery  improvements vehicle trench Total
il BAZ
BF HRIE HERKE  EENEEE RERAE BERERE &t

HK$ 000 HK8 000 HK8 000 HK§ 000 HK§ 000 HK§ 000 HK$ 000
TAT ThR ThR ThR AR TR ThR

Carrying amount AR

At 30 June 2020 RZE-Z47A=1A 415,262 364,231 640,799 = 8,673 97,571 1,516,536

At 30 June 2019 RZZ-NERA=TR 449,583 429,488 703,659 324 9,703 106,829 1,699,586
Analysis of cost or revaluation RZBZ2ERA=TAZ

at 30 June 2020 HAHERA :

At cost f - 354,231 990,761 4234 28,428 147,566 1,525,220

At revaluation i 415,262 - - - - - 415,262

415,262 364,231 990,761 4234 28,428 147,566 1,940,482

Analysis of cost or revaluationat -~ RZE-NEAAZTHZ

30 June 2019: RARERA :

At cost HRAR - 429,488 101969 4234 21,878 151,135 1,632,431

At revaluation f2Ef 449,583 - - - - - 449,583

449,583 429,488 1,019,696 4234 21,878 151,135 2,082,014
As at 30 June 2020, the carrying amount of certain buildings amounted RZEZZFTFAA=1TH HBEEE
to approximately HK$226,804,000 (2019: HK$240,276,000) for which EENAEDRZETEFZEREY
relevant legal titles have not yet been obtained. At the date of approval /5 226,804,000 B oL (= & — L F
of these consolidated financial statements, the application for obtaining 240,276,000 7T ) © Rz F4r 6 WIS W@k
the aforesaid legal titles is still in progress. HeE HHR - ERNRT AR TE HEAE 2 BB e
L

As at 30 June 2020, the carrying amount of buildings and plant RZZEZZTFA=1AH  ERAEERIT
and machinery pledged as security for the Group’s bank loans and ERREMERBERIERERZEFTUR
other loans amounted to approximately of HK$311,098,000 (2019: R E R ias 2 BREE D 51149 4311,098,000
HK$330,806,000) and HK$623,461,000 (2019: HK$679,471,000), B (== — L F : 330,806,000 % T )
respectively. & 628,461,000 & 7t ( = T — N1 F

679,471,000/ 7T) °
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RS B R AR I ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

18. FIXED ASSETS (Continued) 18. ElEE&E @)

At 30 June 2020, the Group’s buildings were revalued on the
depreciated replacement cost basis/direct comparison approach by
Ample Appraisal Limited, independent firm of chartered surveyors, at
approximately HK$415,262,000 (2019: HK$449,583,000).

The carrying amount of the Group’s buildings would have been
approximately HK$343,502,000 (2019: HK$377,098,000) had they
been stated at cost less accumulated depreciation and impairment
losses.

During the year ended 30 June 2020 and 2019, the Group carried out
reviews of the recoverable amount of the fixed assets. The review led
to an impairment loss on construction in progress in heat and power
segment of approximately of HK$77,000,000 for the year ended
30 June 2020 and the recognition of written off on construction in
progress, plant and machinery, furniture, office equipment and motor
vehicle approximately of HK$73,793,000, HK$335,324,000 and
HK$700,000 in Polyvinylchloride, Vinyl acetate and Calcium Carbide
segment respectively for the year ended 30 June 2019 that have been
recognised in profit or loss. The recoverable amount of the buildings
have been determined on the depreciated replacement cost basis,
details of which has been set out in note 8(c) to the consolidated
financial statements. For other fixed assets, the recoverable amounts
are based on value-in-use calculations. The value-in-use calculations
use cash flow projections based on financial budgets approved by
management for the purposes of impairment reviews covering a five-
year period.

M-ZZE-_TEXA=1+H AEEZE
FHEZEFFIEMITEXRTHERA
AIEMBREERANE EELBREER
4 B 415,262,000 B L (=& — "L F
449,583,000/ 7T) °

BEAEEZEFEXNARBRZAITE
LREBEAR BEHAEEESYD
A 343,502,000 8 T (= & — fL F
377,098,000/67T) °

HE_Z-_ZFR-_F—NFA=1+HL
FE - AEBEHEEEEZ ATRESREET
=i - BRESIBEE_E-_ZFA=1H
IHERARIAERE DBz ERTEME
#977,000,0008 TTARBERFE=—Z— N
FARA=ZTHILEFERRAMIBERETRE
ME RS - B WRAERERRES
B #973,793,000/%8 7T + 335,324,0007% 7T J.
700,000/ 7T * WERIBERFER - EFH
ARESEIETHREERALETE - B4
BN R e M ISR EE8(C) - BLE M E
EEEME @ JRESRERIEEREER
H o FREEMETRAEREEERAFH
BB T 2 MBIEE MR &R ETE
Al o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

A ISR R M ()

for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

19. RIGHT-OF-USE ASSETS 19. FAEEE
Leasehold Leased
land properties Total
HELH HEME st
HK$’000 HK$’000 HK$’'000
THIT FHT FHT
As at 1 July 2019 RZZT-—NFELH—H
Carrying amount BREE 308,288 - 308,288
As at 30 June 2020 RZEZFTFA=1H
Carrying amount BREE 291,798 5,578 297,376
For the year ended 30 June 2020 #HE—_Z-_ZF/XA=+H
EFE
Depreciation charge TeERx 7,557 900 8,457
Expense relating to short-term HEHE B XNEREENS
leases with lease terms and within ¥R 81|55 1655 B HAE 5t
12 months of the date of initial 12 AREIE 2 AR E
application of HKFRS 16 izl 1,633
Total cash outflow for leases HE RS M85 2,731
Additions to right-of-use assets FREEEZANE 6,478

The leasehold lands held under medium-term leases are located in
PRC and the leased properties held under long-term leases are located
in Hong Kong.

As at 30 June 2020, leasehold land with carrying amount of
approximately HK$222,512,000 have been pledged to secure banking
facilities granted to the Group.

MET R P ERBEFHRORE - MEE
MERBERERBEOFH -

RZE_EFXNA=1+H EEEHD
222,512,000/ st E T 2 fEE A - DA
MEAEEERNFEITHE -
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

20. PREPAID LAND LEASE PAYMENTS 20. LA ENR
HK$’000
FAT
Cost AR
As at 1 July 2018 RZE—\FEHA—H 401,350
Exchange difference PEH =5 (14,024)
As at 30 June 2019 and 1 July 2019 RZEBE—NFAA=ZTBEE_ZT—NFLA—H 387,326
Reclassified to right-of-use assets upon JERB BN MEEREI6HRETHHEE
application of HKFRS 16 FREEE (387,326)
As at 30 June 2020 R-—E—TFNA=+H =
Accumulated amortisation EGE T
As at 1 July 2018 R=ZZ—/\F+tH—H 75,489
Charge for the year FAFAE 6,528
Exchange difference I 5 Z=%E (2,979
As at 30 June 2019 and 1 July 2019 R_ZE—NAFESA=ZTBER=_ZF—HLFLA—H 79,038
Reclassified to right-of-use assets upon JERBEBH R EEREIHEETHEE
application of HKFRS 16 EREEE (79,038)
As at 30 June 2020 RZZEZZTF,A=+H -
Carrying amount BREE
As at 30 June 2020 RZEZZTFA=1H -
As at 30 June 2019 RZE—NFAA=FH 308,288
The Group’s prepaid land lease payments are held under long leases AEE 2 BN L EENFRE SRR R
located in Hong Kong and held under medium-term leases located in MAFA R BB RPR BELRE -
PRC.
As at 30 June 2019, the carrying amount of prepaid land lease RZZF—NEFEASA=1H  pAEBERITE
payments pledged as security for the Group’s bank loans and other KR EME TR EAER 2 BN T E
loans amounted to approximately HK$233,948,000. S FRBRE{E 4] 5233,948,000/8 7T ©
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

21. INVESTMENTS IN JOINT VENTURES 21. REELEZRE
Reconciliations of the Group’s investments in joint ventures accounted AEEFEAEREARZREELEZRE
for using the equity method are as follows: 2R
2020 2019
—E-RF —E-NEF
HK$’000 HK$’000
FHERT FAT
At 1 July ntA—8 2,787 3,614
Additions NE 11,086 -
Disposal of a joint venture HE—HegEhE (2,787) =
Share of post-acquisition loss and other FEMEUEE R 518 )2
comprehensive expenses HivZ2AE> (2,020) (682)
Exchange realignment BEE 54, e B (95) (145)
At 30 June RRA=+H 8,971 2,787
Details of the Group’s joint ventures: REESEBEZFT

Proportion of ownership

Name of joint ventures

Principal activity

Place of incorporation and
principal place of business

interest/voting right
held by the Group

S B L 1 B rEBREZ
EELEER FEERW PEXES S L FERE RERELS
2020 2019
—g-%% - NEF
Zhongshan Dongjing Property Property agency service PRC - 51%
Consultant Limited* (Note)
(“Zhongshan Dongjing”) (Hf$3E)
RILTREEMERRERAR  WERIERSS s
(TR ])
Mudanjang Xusheng Limited* Manufacture and sales of PRC 50% -
chemical products
HIBABRAF] FERHECTIER R

*  For identification purpose only
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

21. INVESTMENTS IN JOINT VENTURES (Continued)  21.

Note: The Group and independent third party (“JV investor”) entered into an
agreement (“JV agreement”) for formation of a joint venture company,
Zhongshan Dongjing. It is intended that the Zhongshan Dongjing would
be held as to 51% by the Group and 49% by JV investor. According to
the JV agreement, Zhongshan Dongjing would jointly operating by the
Group and JV investor. Sharing of result of Zhongshan Dongjing would be
50% by the Group and 50% by JV investor.

Summarised financial information of the joint ventures is set out below.
The amounts presented below are after adjustments made to equity-
account the joint ventures.

REEERZRE®

i)

m

AREEEBYF=A([AECERER])
sl ([EERERE])  UKZ—FE
AEMEQRF LR - FILEEEIR
REEREEDERERDRFESN %R
49% ° RIBEERERZE - PILREEH
AEEREECERETLREE - K&
EESEPEREF IR ILRE
FER50%550% °

BECEZHBEMNREFNTX - TX2
JIEBO A S ERAIRIFH AR

Mudanjang Xusheng
Limited Zhongshan Dongjing
HATRABRA R AL BRER
2020 2019 2020 2019
—BoRF —_TNF —B-RF  —_TNF

HK$°000 HK$’000 HK$°000 HK$’000
FET FAET FExT FAT
At 30 June: RNA=1H:
Current assets MENEE 12,189 - - 8,841
Current liabilities P N=NE (30,499) = - (5,043)
Year ended 30 June: HEANA=THILFE :
Revenue Wz 4,652 = - 105
Loss for the year REFEEE (4,040) = - (1,363)
Commitments AYE
2020 2019
—®-®F  —T-N%F
HK$’000 HK$’000
FHT FAT
Capital investment to a joint venture REELEZEREE - 2,214

There are no contingent liabilities relating to the Group’s interests in
the joint ventures and these entities also had no material contingent
liabilities.

BEAHASENGZEERENER I HAE

&

ZEERTEEARANRIE -
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for the year ended 30 June 2020 #ZF —FE—FF N HA=1HIFF/Z

22. OTHER INTANGIBLE ASSETS

22, HihEEEE

Exclusive Trade Technical Construction
right name know-how contracts  Goodwill Total
55K BE RS BEEN g @5t
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000
AT TET THET TEL THx AT
(Note)
(ia)
Cost B
At 1 July 2018 RZE-\E+HA—H 72,347 33,459 18,135 38,181 - 162,122
Acquisition of subsidiaries I =N - - - - 699 699
Exchange difference i i =58 - - (171) (1,623) - (2,394)
At 30 June 2019 and RZE-NFAA=ZTHER
1 July 2019 “Z-NE+A—H 72,347 33,459 17,364 36,558 699 160,427
Exchange difference X ER - - (580) (1,221) - (1,801)
At 30 June 2020 RZE-TF A=1H 72,347 33,459 16,784 35,337 699 158,626
Accumulated amortisation R BERRESE
and Impairment losses
At 1 July 2018 RZZE—\$tH—H 72,347 33,459 18,135 28,914 - 152,855
Amortisation for the year FREE - - - 5,067 - 5,067
Impairment loss IEEE - - - - 699 699
Exchange differences ERER - - (771) (1,291) - (2,062)
At 30 June 2019 and RZZ-NFEAA=ZTAK
1 July 2019 —2-NELA—H 72,347 33,459 17,364 32,690 699 156,559
Impairment loss REEE - - - 3,778 3,778
Exchange differences EHESE - - (580) (1,131) = 1,711)
At 30 June 2020 RZZZZF A=1H 72,347 33,459 16,784 35,337 699 158,626
Carrying amount BREE
At 30 June 2020 R-EZEFXA=1H = = = = = =
At 30 June 2019 RZE-NFAA=TH = = - 3,868 - 3,868

Note: During the year ended 30 June 2019, the Group acquired 100% issued
share capital of Xinyang Maojian International Holding Limited and
goodwill of approximately HK$699,000 was recognised upon completion
of the acquisition. An impairment loss on goodwill of approximately
HK$699,000 has been recognised during the year ended 30 June 2019
due to deterioration performance.

i : HE-T—NESA=THLFE  &&
EREEBERNEBRIERERA RN
BEITIRA - BRI R A EREEL
699,000 7T - BRI RIEZ(L - RE
E_T-NENAZTHLEFEERAFE
BB 518 49699,00078 7T ©
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23. PARTICULARS OF SUBSIDIARIES 23. B A RIER
Place of
incorporation/ Percentage of equity
registration and Issued and paidup/ attributable to the
Name operation registered capital Company Principal activities
AL/ BRORME/  AREFERE
2B afREEBE fEs Yl TEEH
Direct  Indirect
E# 554
Dragon Boom Investments Limited British Virgin Islands Ordinary United States 100% - Investment holding
(‘BVI") dollar (US$") $1
ERRERRAA RERAEHE EaR1En(En)) REER
((#BRu#EE])
Gold Capture Investments Inc. BVI Ordinary US$1 100% - Investment holding
RERAEHS EERIET REER
Prosper Path Limited BVI Ordinary US$1 100% - Investment holding
RERAEHE LERIET REER
Quality Gain Investments Ltd. BVI Ordinary US$1 100% - Investment holding
RERAHS LERIET REER
Better Day Power Ltd. BVI Ordinary US$2 100% - Investment holding
ERRERRAR EERAEE L@k REER
Master King Group Limited Hong Kong Ordinary HK$1 100% - Inactive
EREEFRAR 3 LRRAAT TEE
Daytech Group Limited BVI Ordinary US$2 = 100% Investment holding
RERERRAT EERTES L@k REER
Powerful Rise Group Limited BVI Ordinary US$1 = 100% Inactive
EERTEE LERIET LEE
Racing Dragon Group Limited BVI (Note (a)) Ordinary US$100 = 90% Investment holding
(‘Racing Dragon’)
SEEEERAR(FE]) ERERES (M) EL@ER100%TT REER
Mudanjiang Better Day Power Limited"* PRC (Note (b)) RMB110,000,000 - 100% Generation and supply of heat and power
(‘Mudanjiang BD Power”)
HATERRTERAR il (fifzHb) AR%110,000,0007 FEREEREREN
((HAIERRE])



for the year ended 30 June 2020 #%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
RS B R AR I ()

— ==

23. PARTICULARS OF SUBSIDIARIES (Continued)

23. B A TER @

Place of
incorporation/ Percentage of equity
registration and Issued and paidup/  attributable to the
Name operation registered capital Company Principal activities
Bal e BREIRAR/ KT bR
£ afREEBE ZRER AAtk TEEH
Direct Indirect
Ei R
Mudanjiang Daytech Chemical Limited* PRC (Note (c)) RMB558,844,178 - 100% Manufacture and sale of calcium carbide
(‘Mudanjiang Daytech Chemical’)
HPIRRCIERAR(MAIRERT])  HE(WFQ) AR¥558,844,1787T RERHERICES
Mudanjiang Dongbei Chemical Engineering PRC (Note (d)) RMB110,910,000 - 63.11% Manufacture and sale of vinyl acetate
Company Limited*
(‘Mudanjiang Dongbei Chemical”)
RATHRCTERAR(HATRICT]) B (F) AE#110,910,0007C HERHERRLS
Mudanjiang Dongbei Gaoxin Chemical Co., Ltd.*  PRC (Note () HK$230,000,000 = 100% Manufacture and sale of polyvinyl-chloride
(‘Mudanjiang Dongbei Gaoxin’)
HAIRLSMEIERAT el (fizEe) 230,000,000/57% HERHEREALR
(AR EA])
Heihe LongJiang Chemical Limited"* PRC (Note (f)) RMB265,000,000 = 90% Manufacture and sale of calcium carbide,
(‘Heine Longdiang Chemical’) polyvinyl-chloride and vinyl acetate
SAELEIERAR(RTEILI) E(fitzk) AR#265,000,0007 BUERFERIE  BLARRERLG
Mudanjiang Jinyang Municipal Engineering PRC (Note (g)) RMB23,900,000 = 100% Provision of municipal engineering construction
Company Limited* services
(“Jinyang Municipal’)
HATeETRIRERAR([&HME]) i (M (g) AE#23,900,00070 R TREERY
China Zenith Construction Materials Limited Cayman Islands Ordinary HK$0.01 = 100% Inactive
RERENBRAR FERS LiRAR0.01ET EEER
Success Eagle Investment Limited Hong Kong Ordinary HK$1 = 100% Provision of administrative and
consultancy services
B EBR AR Bk LRRAT AR TIN5 T s AR 7
Mudanjiang Longtuo New Energy Co., Ltd* PRC (Note (n)) RMB260,000,000 = 100% Investment holding
(‘Mudanjiang New Energy’)
HPIEATERERAR(MIMER])  REEN) AB#260,000,00070 RERK

*  For identification purpose only
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23. PARTICULARS OF SUBSIDIARIES (Continued)

Notes:

(@)

The Group acquired further equity interests in the subsidiary on 17 June
2016, and the percentage of equity interests attributable to Company
increased from 67% to 90%.

Mudanjiang BD Power is a wholly foreign-owned enterprise registered
in the PRC for an operating period of 50 years commencing from the
approval date of 9 June 2006.

Mudanjiang Daytech Chemical is a wholly foreign-owned enterprise
registered in the PRC for an operating period of 50 years commencing
from the approval date of 30 December 2006.

Mudanjiang Dongbei Chemical is a Sino-foreign equity joint venture
established in the PRC for an operating period of 50 years commencing
from the approval date of 27 May 2004.

Mudanjiang Dongbei Gaoxin is a wholly foreign-owned enterprise
registered in the PRC for an operating period of 50 years commencing
from the approval date of 26 April 2005.

Heihe Longdiang Chemical is a wholly foreign-owned enterprise
established in the PRC for an operating period of 20 years commencing
from the approval date of 5 June 2008.

Jinyang Municipal is a limited liability company established in the PRC
with indefinite operating period.

Mudanjiang New Energy is a limited liability company established in the
PRC with indefinite operating period.

23. M‘JE"TEJH(@)

!

H_*

AEBR =T —RFNA -t B BEZK
BRAZEZRHE - AABRIEERER D
LEER67 %38 I Z90% °

HATEBRBRNTEZMZINGBE
ﬁ% ' %ETEMH\HQHZIZ/EEHH—7 7/\$/\ﬂ
JUB BT R HR50%F -

HAST BE T ARTEEMR 2 INEBE
hF CLHAERR TS F+=
A=+ RA 5 AH504F -

HATRIE T ARFEKL 2 FIEE
AELE  KEHEHERB-_TTNE
A=+t BBt BHI504F -

HATRIERH AR PEEMRZIEBE
¥ KEHEHERH _TTRFMA
— TN R EF AHI504F

AEE T b TARHR BRI Z SN EE
% KEHEER-—STN\FEAAR
H et AHI204F -

CHETRARPBEKILZERAR @ &
LA -

HAHTH R BN BRI Z AR AR
WEEREEALEH -
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23. PARTICULARS OF SUBSIDIARIES (Continued) 23. B ARER @

The following table shows information of subsidiaries that have
non-controlling interests (“NCI”) material to the Group. The summarised
financial information represents amounts before inter-company

TRINTHEBEUAREBBEA 2 s
([FEzEltEs ) 2B AREF - itz
MBERERRFELIHATZ S8R °

eliminations.
Mudanjiang
Dongbei Chemical Racing Dragon
HATIRIEET FE
2020 2019 2020 2019
—EC-EF —T-hF ZE-EFE —TNEF
Principal place of business/ T
country of incorporation R AVAETER PRC/PRC PRC/PRC PRC/BVI PRC/BVI
FEHFE PR PR REEE PR RE
BLEE RS
% of ownership interest/voting  JFIE A% HEZS P45
rights held by NCI FiatEfs, REE% 36.89% 36.89% 10% 10%
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHT FER FAT
At 30 June: RAB=1H:
Non-current assets FERBEE 38,051 41,495 932,049 1,012,274
Current assets RENEE 279,382 289,112 55,604 30,247
Non-current liabilities JEREAE - = (146,273) (146,273)
Current liabilities mEa R (79,257) (81,995) (1,181,924)  (1,175,511)
Net assets/(liabilities) BE/(Aafk)F8E 238,183 248,612 (340,544) (279,263)
Accumulated NCI ERE =g 3 87,866 91,713 (34,054) (27,926)
Year ended 30 June: BEAA=THLEE:
Revenue W e - = 16,760 75,844
Loss E5a (2,643) (67,509) (104,796) (89,982)
Total comprehensive expense %ﬁﬁﬂi‘i k] (10,429) (70,367) (61,281) (33,679)
Loss allocated to NCI AT IR = 2 518 (975) (21,215) (10,479) (8,998)
Total comprehensive expense EE% IR 2 EE A Y
allocated to NCI 4= (3,847) (25,958) (6,128) (3,368)
Dividends paid to NCI S'iﬁ?“éH EtE AR 2 IRE - = - =
Net cash (used in)/generated BB (FTR), s e
from operating activities R - (1) (1,739) 26,016
Net cash used in investing WEEBMTAE 235
activities - — (723) (8,579)
Net cash generated used in BB EEFTRAIR 5
financing activities - - 1,026 (16,276)
Effect of foreign exchange rate  4NE[&E K& &) » L&
changes - = (1) (1)
Net (decrease)/increase in cash  IR&MIBEEEER Cfd ),/
and cash equivalents R - (1) (1,437) 1,160
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24,

25.

INVENTORIES 24. B8
2020 2019
S i —ENE
HK$’000 HK$'000
FET BT
Raw materials R 10,917 40,485
Less: Provision for impairment loss W RE R RHE (3,379) -
7,538 40,485
During the year, provision of impairment of slowing moving goods and FER - OABEEDLHRERELREEEE LR
written-off of damaged goods of HK$3,415,000 and HK$23,214,000 M sE 9 Bl A3,415,0000% 7T 12 23,214,000
respectively have been charged to the consolidated statement of profit T EEGAERERNR -
or loss.
TRADE RECEIVABLES 25. EWE ZRE
2020 2019
—E-%F —TNEF
HK$’000 HK$’000
FTERT BT
Trade receivables FEURE 5 iR1E 39,447 55,455
Less: allowance for credit loss B EEEERE (12,147) (12,598)
27,300 42,862

The Group’s trading terms with customers are mainly on credit. The
credit terms generally range from 60 to 180 days (2019: 60 to 180
days). The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by the directors.

The ageing analysis of trade receivables, based on the invoice date,
and net of allowance, is as follows:

AEEEFBREEKIERFPETRS ° 2
BN TF60E1808 (=ZZ— 14 : 60
£180H) - NEEBAOBEBIEHHERER
FEUETE - B HpAE RS FREE B e HRE R o

FEUE 5 R (R HIR BB ) IR B R A 27
ZERER DA

2020 2019

—g-8F  —FTNF

HK$°000 HK$’000

FET FAT

Within 30 days 30HA 396 17,239
31 to 60 days 31£260H 194 393
61 to 90 days 61£290H 556 1,630
91 to 120 days 91&2120H 793 1,006
121 to 150 days 1212150H 619 934
151 to 180 days 151£180H 553 21,359
181 to 365 days 1812 365H 17,834 301
366 to 720 days 366£720H 6,355 -
27,300 42,862
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25, EIRE S RE @)

As at 30 June 2020, an allowance of approximately HK$12,147,000
(2019: HK$12,593,000) was made for estimated irrecoverable trade

receivables.

The reconciliation of allowance for trade receivables is as follows:

R-ZT-_TFEA=1H ST
Bl fEYCE 5 BRIB AT IR 4R 912,147,000/ 7T
(ZZ—N%F : 12,593,0008 L) °

FEUE 5 kIR 2 HIRRAN T -

2020 2019

o —TNF

HK$’000 HK$’'000

FTHT FHTT

At beginning of year REA 12,593 161,908
Provision/(reversal) of allowance, net B B (B )35 - 3,714
Adoption of HKFRS 9 ERANE B B 5 e 5 2 RIS 957 - 12
Expected credit loss TEHEEEE - 3,301

Written off e - (149,412)

Exchange differences MEH =58 (446) (6,930)
At end of year RER 12,147 12,593

As of 30 June 2020, trade receivables of approximately HK$24,189,000
(2019: HK$301,000) were past due but not impaired. These mainly
relate to a number of independent customers that are either active and
or have a good track record and established creditworthiness with the
Group for whom there is no recent history of default.

RIE-TFERA=TRH  BRBZEREY
24,189,000/ 7t (= Z — L4 : 301,000/
TO)EEBETERE - hEBREZEER
AR RFEARE: - WRAREEZET(EM
MBI R P AR o RSN B RE R
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26. PREPAYMENTS, DEPOSITS AND OTHER 26. FEFIE - T2 R HAEWRK

RECEIVABLES |

2020 2019

SE L —ENE

HK$’000 HK$'000

FET FETT

Prepayment SELEC 70,763 94,820

Deposits Hk 16,400 17,311

Other receivables Ho A e GRIE 43,119 42 556

Other financial asset (Note) HEth b & E (MaE) - 6,351

130,282 161,038

Note: Other financial asset represents the fair value of put option for acquisition
on 100% issued share capital in Xinyang Maojian International Holding

Limited.

27. BANK AND CASH BALANCES

As at 30 June 2020, the bank and cash balances of the Group
denominated in RMB amounted to approximately HK$455,000 (2019:
HK$3,006,000). Conversion of RMB into foreign currencies is subject
to the PRC’s Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange Regulations.

FE -

27. BITRBEET

Bt - b2 EEE B RS ERBE R
ERAAEZMERETRANRENEZQ

MRZZE_ZTFENA=1H  FEBUARE
ABEN 2 R1TRIRS #1740 5455,0007 7T
(ZZ— A% : 3,006,000/ 7L) - ARKEH
HRHNE 78 o B HINE B 2R 191 ) IR A BE
EIE RN TEE IR T YR o

28. SHARE CAPITAL 28. B
2020 2019
—E-%F —TNF
HK$°000 HK$’000
FERT FAT
Authorised: YEE
5,000,000,000 ordinary shares of 5,000,000,000/% &I E &
HK$0.10 each 0.10/8 7T 2 EimAR 500,000 500,000
Issued and fully paid: BETRER
1,339,927,319 (2019: 1,332,427,319) 1,339,927, 3198 (=T — I :
ordinary shares of HK$0.10 each 1,332,427,3190% ) XA
0108 T2 E AR 133,993 133,243
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28. SHARE CAPITAL (continued) 28. BRA (@)
Number of
ordinary
shares issued Par value
BRITEZA
ﬁﬁ HE
000 HK$’000
TFh% FHET
At 1 July 2018 R-—Z—N\F+HA—H 1,110,427 111,043
Issue of new shares under a subscription BRI RIE B TR D (M 5% (a))
agreement (Note (a)) 220,000 22,000
Exercise of share options (Note (b)) 1TIE AR (M=% (D)) 2,000 200
At 30 June 2019 and 1 July 2019 R-ZTE—NAFA=THX
—NFtHA—H 1,332,427 133,243
Exercise of share options (Note (c)) 1T (I 3E () 7,500 750
At 30 June 2020 R-ZT-_ZFXA=+H 1,339,927 133,993
Note (a): On 5 October 2018, the Company entered into a private placing Mzt : R=Z—\F+AHA ' KARHER

agreement with the substantial shareholder of the Company for
the placing of an aggregate 220,000,000 new ordinary shares of
the Company at a placing price of HK$0.315 per share. The gross
proceeds raised amounted to approximately HK$69,300,000 (the net
proceeds will be approximately HK$68,800,000) and resulted in the
new increase in share capital and share premium of approximately
HK$22,000,000 and HK$47,300,000 respectively. The placing
was completed on 10 December 2018. Details of the placing were
set out in the Company’s announcements dated 5 October 2018,
15 November 2018, 30 November 2018 and 10 December 2018
respectively.

ARIMEZRFER] L FLARE a5
Aﬁ 8 fid & & £ 220,000,000 f% 2
NEIFHEBRR AREEBASREHG

0.315/87T ° FT % 2 FT1S R IBATEN

769,300,000 7T ( AT 15 X IEF 58 %

/% #)68,800,0007 7T ) & BB IR A K&

& 17 5 (8 5 Bl #738 Hn22,000,0005% 7T

47,300,000/ T - BEEZHENZ

T N\FE+=-A+AH%K -BBEEE
HBEARERARRBBHA=T—/\

¢+H£E - N\Ft+—A+H

B —F—\F+— H_JrEI)SZ:

—N\E+=—B+RAZRAERA
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28. SHARE CAPITAL (Continued) 28. IR (m)

Note (b): On 1 April 2019, the subscription rights attaching to 2,000,000 share
options issued pursuant to the share option scheme of the Company
were exercised at the subscription price of HK$0.345 per share,
resulting in the issue of 2,000,000 shares of HK$0.1 each for the total
cash consideration of approximately HK$0.9 million which was used
for general working capital.

Note (¢): On 28 November 2019, 10 March 2020 and 24 April 2020, the
subscription rights attaching to 7,500,000 share options issued
pursuant to the share option scheme of the Company were exercised
at the subscription price of HK$0.325 per share, resulting in the issue
of 7,500,000 shares of HK$0.1 each for the total cash consideration
of approximately HK$2.4 million which was used for general working
capital.

29. SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
on 20 December 2012 for a period of 10 years. The purpose of
the Scheme is to enable the Group to grant options to the eligible
participants as incentives or rewards for their contribution to the Group.
Under the Scheme, the directors may, at their sole discretion, grant
to any eligible participants options to subscribe for ordinary shares of
the Company at the highest of (i) the closing price of the shares of the
Company as stated in the daily quotations sheet of the Stock Exchange
on the date of the offer of grant, which must be a business day; (ii)
the average closing price of the shares of the Company as stated in
the daily quotations sheet of the Stock Exchange for the five business
days immediately preceding the date of the offer of grant; and (i) the
nominal value of the shares. The offer for a grant of share options may
be accepted within 21 days from the date of the offer, upon payment of
a nominal consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the directors
and in any event not later than 10 years from the date of grant of share
options, subject to the provisions for early termination thereof.

MizEbp) : R=ZT—NAFMA—RH ' BEARQ
ﬂ%ﬂ%@é 5181317 22,000,0003 ‘E%H%EE
W75 2 SR EE R & IR AR 19 0.34578 7T
HIRRIE BRI - EE(E472,000,000
BEROABTZRG - BIRESNRELY
09EBETERAE—MREEES -

MizEc) : R=T—hFE+—A=1+NA "

:f% ﬂ+5&f?,7¢mﬂ
Z+ME - REAARERET B
172.7,500,00017 & B #E BT 25 2 FR R 4
R F A9 0.32578 ST R BB ETT
£ - EEE£1T7,500,000 8 FR0.175
TLZ 5 - RS REBEH24B5EBT
ERE—REBES -

29. BEH%EE‘I‘%H

RARRZE——F+ A=+ HEMAEH
10%2&%Hx%ﬁ¥w(ﬁxﬁiw) o ZETElZ
B AFEAEBE RS ERSHEER LB
¥ ERKEEHASEEL BB 2 2B E
i o IR & ESTE2RBEREAE
BERDMER T ERE - DR\ RBRD
RIEERLERES B (BAREEBD )T
RS HIRERFTRETE ¢ (i)AN2A R
REZFRERLEBREE Bl AEEE BT
PR E A mERAREHKTE  Kii)
RINEE=EH &= ERRERARF LA
iz - BIRETNIZEZRE B EHRREF21 8 A
B ABRAEREMNRSNEHEIBTZ
SEBANE - IREHBEREZTFEHHRES
BT CEBRERIECHERRBT - £F
BN TR AR B BB 5T 10 AKX
A
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20, MEPRRRESTE(m)

FrERIE % 8 R AN S B T b B NG A=
BB R i R AT 2 BB AR A TR S T
g MBI 2B ERSEE @ AETEEZR
AR RN B BT RE RIS 280% © 1R
BT8R 2 TE B A TR AT A
BRI BEE - BERERRERRIKX
AR ——F+_A=-FHZAR
AIE BTN ERE H910% °

29. SHARE OPTION SCHEME (continued)

The maximum number of shares to be allotted and issued upon the
exercise of all outstanding options granted and yet to be exercised
under the Scheme and any other share option scheme of the Group
must not in aggregate exceed 30% of the relevant class of shares of
the Company in issue from time to time. The total number of shares
which may be allotted and issued upon exercise of all options to be
granted under the Scheme is an amount equivalent to 10% of the
shares of the Company in issue as at the date of the extraordinary
general meeting held on 20 December 2012.

BREL B TRE ABRZREINBERA
BREZEN -

Share options do not confer rights to the holders to dividends or to
vote at shareholders’ meetings.

Details of the specific categories of options are as follows: B 2 E DA T

Option A Option B Option C

BIREA IBREB IBIREC

Grant date 17 July 2017 26 July 2017 24 December 2018
FHAH —=—tFtA++A ZE—tFtAZ+"H —E—N\F+=-_A=—+mAH
Vesting period (Note (a)) 17 July 2017 26 July 2017 24 December 2018

5B HA (P 5E ()
Exercise period

1TEH

Exercise price at date of
grant

REHBHRZITEE

Price of the Company’s

shares at the date of grant

(Note (b))
ARERRDRE L B#Z
(B8 (KIEE(D))

Notes:

—ZT—+FtA++tH
17 July 2017 to

16 July 2020
—E—tFtA+EAE
—E-ZTF+A+NH

0.31

0.31

—EtFLA-tXRAZ
F-FELA-TEHA

—ZE—+tFtA-+"H

—=—=

(@) The vesting period of the share options is from the date of the grant until
the commencement of the exercise period.

(b) The price of the Company’s shares disclosed as at the date of the grant
of the share options is the higher of the closing price of the shares of the
Company on the date of grant of the share options and the average Stock
Exchange closing price for the five business days immediately preceding
the date of the grant of the share options.

26 July 2017 to

- N\F+=A=+mAH

24 December 2018 to

23 December 2021
—E-N\F+ZAZtHmEZE
T —F+=ZA=+=H

25 July 2020

0.345 0.325

0.345 0.325

@ EEREZEBEHAREAMETELRMSR
1EEAR -

) ARERGRBRERHBBRE BER
RARR B BN HEARE QB2 W B
Ko 1R B AR ) F B A T (& 2 B
RN ERE 2RSE
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29. SHARE OPTION SCHEME (continued) 29. BRRAEST &m0

At 30 June 2020, 165,180,000 share options (2019: 172,680,000
share options) remains outstanding under the Scheme, representing
12% (2019: 13%) of the ordinary shares of the Company in issue at
that date. The Scheme allows the directors of the Company, when
offering the grant of any option, to impose any condition including any
performance target which must be met before the option shall vest and
become exercisable. The share options granted so far by the Company
have been imposed with just a service condition. The exercise price
is determined by the directors of the Company, and will not be less
than the highest of (i) the closing price of the Company’s shares on
the date of grant and (i) the average closing price of the shares for the
five business days immediately preceding the date of grant. HK$1 is
payable by each eligible participant to the Company on acceptance of
an offer of options, to be paid within 1 month from the date of the offer.

The movement of share options granted and
weighted average exercise prices of share
options

M-ZZE-—ZFENA=1H - ZFEE M)
4 165,180,00017 FE R #E( =T — JLF
172,680,000 #E A8 ) 1w K176 - MEER
ARRIRZBBBTERARZ12%(=F
—NEF : 18%) ° ZETEIAFARAESER
5 A R B R RS T AR RIS G - B1E
REENHE R B A AR TE R BESE X
REAZ - AQE B AR 2 BN N —
BERIEIE - TEEHARRESEE © &
ANMERUA T HREEOARRRMDRIZL A
HA 2 R T (B R (i) Bt A R iR 1 B AR AL (&
EEAZTFHKRTE - SEERSEEAMN
BNBREZHRAR BT MBTRER
ZA AR — B A AT o

C 3% 5 I 7 2 BB B hn B S 33
TEEZ2S2H

Director Employee
- &8
Weighted Weighted
Number of average  Number of average
share exercise share exercise
options price options price
MR EFg R AEF
#A 1| #A TEE
HK$ HK$
BT BT
Outstanding at 1 July 2018 RZZ—N\F+tA—HERTE 21,560,000 0.328 43,120,000 0.345
Granted during the year REFERH - - 110,000,000 0.325
Exercised during the year REFITE - - (2,000,000) 0.345
Outstanding at 30 June 2019 RZZ-NESNA=THEEK 21,560,000 0.328 151,120,000 0.330
and 1 July 2019 T NEERA—BREKTE
Exercised during the year REEZITE = - (7,500,000) 0.325
Outstanding at 30 June 2020 RZE-_TFA=THREKRTE 21,560,000 0.328 143,620,000 0.330
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29. SHARE OPTION SCHEME (continued)

The share options outstanding at 30 June 2020 have exercise prices
ranging from HK$0.31 to HK$0.345 per option (2019: same) and a
weighted average remaining contractual life of 0.94 years (2019: 1.95
years).

For share options granted during the year ended 30 June 2019, the
share options were measured at fair value at grant date with reference
to a valuation report prepared by Sino-Infinite Appraisal Limited,
calculated using Black-Scholes Pricing Model with the following key
assumptions:

20, MEPRRRESTE(m)

RZFZTFNA=THEARTEEREZ
TEEN TSR EREC.31EITLE0.345/8
T(ZZE—NF : HED) RIEFEHRTELD
FHR0.94F(ZE—NE : 1.955F) o

BFRBE—ZT-NFRA=THIEFERY
Zﬁ%ﬂﬁféﬁﬂ 5 BRERRERHZATE
AR ET2ERIRAGERARGER 2
BEREWE R — FBATEBEET
AHE - FTERNRERERRT

2019

—E-NF

Option C

B REC

Share price A& (& 0.325
Exercise price 1B 0.325
Expected volatility (note below) TR B (R SCHIRE) 85%
Expected options life Te B A A e < H 3 years 34
Expected dividends TEEARR S 0%
Risk-free interest rate (per annum) R F = (Z5) 1.869%
Fair value of a share option at grant date BREREL B AFE 0.0314

Note: The expected volatility is based on the historic volatility based on
data available for the past 1.5 years. Changes in the subjective input
assumptions could materially affect the fair value estimates.

The total expense recognised in profit or loss for the year ended 30
June 2019 in respect of the Scheme amounted to HK$3,454,000 (2020:
Nil).

Share options were granted with a service condition. This condition has
not been taken into account in the grant date fair value measurement of
the services received. There were no market conditions associated with
the share option grants.

MiaE : TREDK B TIARRBE SF RIS EIRZE
SIRENRERE - LB J\%IWEM”@W
SUHAFEGEEEATE

(E-FT-NFRNA=THILEFEZAE

RIBESHER 2 B 4858 /53,454,000 7T (=
ToTE:E)

=

B2 R MRS R - EESRBR
R B#Z AT ERTER ARG - Bk
R A A T S A
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30. STATEMENT OF FINANCIAL POSITION AND

30. %/&ﬁz,ﬂtﬁ%ﬂ%&ﬁﬁﬁ
MOVEMENT OF RESERVE OF THE COMPANY

(a) Statement of financial position of the (@) AATRZBHBEMRRE
Company
2020 2019
—E-EF —T—NF
Note HK$’000 HK$'000
BaE FET T
Non-current assets FERBEE
Investments in subsidiaries KB AR ZIEE 23 17,935 45,341
Current assets REBEE
Due from subsidiaries FEUSHT B A RIFIE 610,311 754,083
Other receivables H At e U kIR - 1
Bank and cash balances RITRIBEET 1,854 116
612,165 754,200
TOTAL ASSETS BEE 630,100 799,541
Capital and reserves BRA R #
Share capital PR 28 133,993 133,243
Reserves {4 30 (715,231) (483,120)
TOTAL EQUITY RS (581,238) (849,877)
Non-current liabilities kRBEE
Bonds payable ERES 975,627 895,111
Current liabilities REBAE
Due to subsidiaries JETHI B A RIF A 219,458 241,468
Other payables and accruals oAt 5 5R0R e B 0 3,612 1,689
Bonds payable ERES 12,641 11,250
235,711 254,307
TOTAL LIABILITIES BmeE 1,211,338 1,149,418
TOTAL EQUITY AND LIABILITIES ##EZHEKRERE 630,100 799,541
NET CURRENT ASSETS RBEERE 376,454 499,893
TOTAL ASSETS LESS BEERABERE
CURRENT LIABILITIES 394,389 545,234
DEFICIENCY IN CAPITAL = &N (581,238) (849,877)

Approved and authorised for issued by the board of directors on

30 October 2020.

Chan Yuk Foebe

R-Z_ZE+HA=THEE=S

IR RETE

Law Tze Ping Eric

RE ‘ETF
Chairman Executive Director
FE HITEE
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30. STATEMENT OF FINANCIAL POSITION AND  30. KA T 2B RER EES

MOVEMENT OF RESERVE OF THE COMPANY 1€ )
(Continued)
(b) Reserves movement of the Company (b) QT ZFHEEE
Retained
Share profits/
option Other (accumulated
reserve reserve losses) Total
KRR REEA,
4] HitfE (RFER) et

HK$'000 HK$'000 HK$'000 HK$'000
THT THT TR THET

At 1 July 2018 R=ZE—N\E+HA—H 8,811 = 140,759 149,570
Loss for the year NEEEE - - (684,196) (684,196)
Issue of shares under RER GBS E1TRG

share placement - - 47,300 47,300
Employee share option benefits & B B ARHEFI25 3,454 - - 3,454
Exercise of share option TR R @77) - 942 665
Acquisition of subsidiaries W HEHT R A - 87 - 87

At 30 June 2019 and 1 July 2019 R=ZF—AF~A=+ER

“T-NFtA—H 11,988 87 (495,195) (483,120)
Loss for the year REEER - - (233,798) (233,798)
Exercise of share option Gl e (236) - 1,923 1,687
Disposal of subsidiaries HEMBAR - 87) 87 =
At 30 June 2020 R-E-_TFEB=+H 11,752 - (726,983) (715,231)
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31. RESERVES

(a)

(b)

Group

The amounts of the Group’s reserves and the movements therein
are presented in the consolidated statement of comprehensive
income and consolidated statement of changes in equity.

Nature and purpose of reserves of the Group
(i) Fixed asset revaluation reserve
Fixed asset revaluation reserve has been set up and is dealt
with in accordance with the accounting policies adopted
for buildings in note 5(f) to the financial statements.
(ii) Share option reserve
Share option reserve represents the fair value of the actual
or estimated number of unexercised share options granted
to employees and business associates of the Group
recognised in accordance with the accounting policy
adopted for equity-settled share-based payments in note
5(p) to the financial statements.

(iii) Exchange reserve
Exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with the accounting policies set out in note
5(e) to the financial statements.

(iv) Other reserve
Other reserve represents the fair value of the contingent
consideration for acquisition on 100% issued share
capital in Xinyang Maojian International Holding Limited.
The acquisition is set out in note 39 to the consolidated
financial statements.

31. f#E

(a)

(b)

HEE
ARE 2z FEESEMEEBNE
AR MRS REEHRET

rEEREIMLERAR

() BEEEESEHH#E
EEEEEAHEIRE
R MY EES (M AT Ek S R AR
SRR KRR o

BRERAE
8 A o (8 PR AR IR L B 75

(ii)

ax

o
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i

wE

B 5B (0) AR A A B 2 BR 01~ 7K

PR MR SRR - BRA
EEREBHEALEE
760 8 IR PR 31 8
AFE -

INE R 1E

INEREBERSERRE
¥V IR ME L 2 &S
BE o & fh i O AR R B 75 R
FEBE)FTE S RTBURRIE -

(iii)
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32. DEFERRED TAX LIABILITIES

The movement in deferred tax liabilities account is as follows:

32. EERIEEE

BERIRRERE 2 & T

2020 2019

—2-EF —TNF

HK$’000 HK$’'000

FTHET FHTT

At beginning of year REF] (102) (17,542)
Credit to profit or loss (Note 13) T AE = (FIFE13) - 1,267
Charge to equity ne ks - 15,485
Acquired in a business combination REBE ORI - =
Exchange differences bE . ZRE - 688
At end of year RER (102) (102)

The following are the major deferred tax assets/(liabilities) recognised
by the Group, and the movements thereon, during the current and prior
reporting periods:

NISRIRTRBERE R - AEEER
ZEBREHEEE(AB)REEE

Accelerated Other
tax temporary  Revaluation

depreciation differences  of buildings Total

HitEh
Deferred tax EERE IEBERE =8 BFER #st
HK$'000 HK$'000 HK$'000 HK$'000
FAT FET FAET TET
At 1 July 2018 R=ZE—N\FtA—H 63,588 31,782 (112,912) (17,542)
Credit to profit or loss A 1,267 - - 1,267
Charge to equity ME = - = 15,485 15,485
Acquired in business combination A% 7&A G Uk iE = = = =
Exchange differences bE 5 ERE (2,801) (1,340) 4,829 688

At 30 June 2019 and RZE-NAFEARA=THEK

1 July 2019 —T-NFtHA—H 62,054 30,442 (92,598) (102)
Exchange differences E H ZRE (2,108) (1,005) 3,111 -
At 30 June 2020 RZZEZZTF,A=+H 59,948 29,437 (89,487) (102)

EIETH TH B (R 0 E A Fe B 2= ZR 1R PR UOR R
HitERSRRBNRBE -

Other temporary differences on deferred tax liabilities represent the tax
effect on allowance of account and other receivables.
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33. TRADE PAYABLES

34.

A ISR R M ()

FNHA=THILFE

The Group normally obtains credit terms ranging from 30 to 120 days
(2019: 30 to 120 days) from its suppliers.

The ageing analysis of trade payables, based on the date of receipt of

33. BNESZRE

AEE—REHERNS TIOE120B(ZF

— N5 : 30E120H ) ZZEH -

e 8 S RRIAIR M & an

HEZ5 2 iRk D

goods, is as follows: ManTF :
2020 2019
—E-FF —FTNF
HK$’000 HK$'000
FHET FHET
Within 30 days 30HA 7,317 8,437
31 to 60 days 31£60H 5,640 7,178
61 to 90 days 61290H 1,395 2,486
91 to 120 days 912120H 304 5,910
121 to 365 days 121%2365H 17,165 26,091
Over 365 days HABI365 H 23,572 8,453
55,393 58,5655

The Group’s trade payables are denominated in RMB.

OTHER PAYABLES AND ACCRUALS

REEZ ENESRBAANREE °

34. HttERREREFTRIE

2020 2019
—2-FF —TNF
HK$’000 HK$’'000
FHERT FHTT
Other payables H b e 5RIE 354,813 315,594
Accruals FEFT R 18,022 12,063
Contract liabilities aHEE 12,188 7,152
385,023 334,809

Less: Other payables for repayment more than 3 : 8@ 121 7 &Y E b e FIBE K

12 months (show under non-current (GIESEREI B fR)

liabilities) (175,204) (208,799)
209,819 126,010

For the contract liabilities at 30 June 2019, the entire balances are
recognised as revenue during the year ended 30 June 2020.

R_B-NFRA=TRZEHNEEMS -
PEERNBE_S_TF A =THIEF

[EHER A WS o
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35.

36.

OTHER LOANS 35. HhEMX
Contractual Contractual
rate 2020 rate 2019
ERFE ZB-FF BHFIE  ZZE—NF
% HK$’000 % HK$’000
FTExT FHIT
Secured HK$ loan HEBETER 18% 35,000 - -
Secured RMB loan HEBAREER 12%-24% 30,716 4.35% 24,903
65,716 28,263

As at 30 June 2020, the other loans are secured by the pledge of the
Group’s fixed assets and right-of-use assets (2019: fixed assets and
prepaid land lease payments). Details of which are disclosed in their

respective notes.

All other loans are repayable within one year from drawdown date.

BANK LOANS

The Group’s bank loans are repayable as follows:

RENESBROME -

rEEME

36. SRITER
AREEZIRTERER N5 HFER :

Ey
TAZH

R-ZBE-TFERA=TH - HEFALRE
BEEEERERREE(ZT—NF:
EEENMAN B ERER) FER - F15

RIEELH BIEE —F AEE -

2020 2019
—B-FF —TNF
HK$’000 HK$’'000
FHBT FAT

Term loans subject to a repayment on demand ~ ZEESFERSR 2 E B
clause 15,805 18,670
Within one year —FR 32,722 33,770
In the second year F_F 2,725 2,663
In the third to fifth years inclusive FoFEERF(BREEEMT) 8,526 8,330
After five years hFE 7,526 10,410
67,304 73,843

Less: Amount due for settlement within 12 B 1218 A AZBEEE 2 FIR
months (shown under current liabilities) FEREIBE) (48,527) (62,440)
18,777 21,403
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36. BANK LOANS (continued) 36. RITER @
The carrying amounts of the Group’s bank loans are denominated in REERITERZEEBEDATIER A2
the following currencies: fiL :
2020 2019
—B-FF —TNF
HK$’000 HK$’'000
FHET FAT
Hong Kong dollars BT 21,446 24,009
RMB AR 45,858 49,834
67,304 73,843
37. BONDS PAYABLE 37. EES
The movement of the bonds payable is as follows: JEHES 2 T -
2020 2019
—2-FF —TNF
HK$’000 HK$’'000
FHET FAT
At beginning of year REF] 906,361 820,458
Issuance of bonds BITES - 22,380
Interest charge for the year FAFMBRZ 98,606 71,910
Interest paid for the year FRZFHFE (5,449) (8,387)
Redemption of bonds EEES (11,250) =
At the end of year RER 988,268 906,361
During the year ended 30 June 2019, the Group and the Company AEEERARTREBEE—ZE—LF~A=1+
issued fixed rate corporate bonds with total principal amount of AIEFEREZETEEMNRZGEGES - K&
approximately HK$307,000,000 (2020: Nil). A4 5307,000,0008 L ( —Z T =—FF :
) o
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37. BONDS PAYABLE (continued) 37. BEEHum)
The Group’s total outstanding bonds were repayable as follows: AEEREEZEHFBEAR TN HBE
=
2020 2019
—EC-EF —EThEF
HK$’000 HK$’000
FERT T
Within one year R—FRA 12,641 11,250
In the second to fifth years inclusive E_FEERF(BREEEMT) 1,192,277 722,878
After five years AFE 245,550 725,790
1,450,468 1,459,918
The bonds payables are unsecured and interest bearing at coupon ERESFAEERIIEZEEEXRNTIEE2
rates ranging from 3% to 12%. EErE o
The bonds payable are measured at amortised cost, using the effective N EFABRF R AR HNANTE - &
interest method, and the effective rates are ranging from 2.2% to STRETESEERGZR I EREERT
18.92% p.a. (2019: 2.2% to 18.92% p.a.) after taking into account the FMENTFR22EZ18.02E (= —hF :
transaction costs directly attributable to the issuance of the bonds. FRENT22EE18.92F) °
38. LEASE LIABILITIES 38. HESE
2020
—ECEF
HK$’000
FET
Lease liabilities payable: ENHEEAE
Within one year —F R 1,975
Within a period of more than one year but not more — LA _ 1B TSR 38 i A 9 HA R
than two years 2,275
Within a period of more than two years but not more FEE LA _E1B TSR 38 1 A O HA R
than five years 1,483
5,733
Less: Amount due for settlement with 12 months shown & : & EE N ErRA121E B A ZIE]
under current liabilities 4 S RE (1,975)
Amount due for settlement after 12 months shown under  FEREIEEIB AR 1218 BB E|Hi4EE /Y
non-current liabilities 458 3,758
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39. BUSINESS COMBINATION

2019
Business combination that took place in the year

On 5 October 2018, Prosper Path Limited (“Prosper Path”), a subsidiary
of the Company acquired 100% issued share capital in Xinyang Maojian
International Holding Limited (the “Sale Share”) and its subsidiaries from
the vendor (the “Vendor”), at consideration of 220,000,000 shares at
HK$0.39, in order to continue the Group’s expansion of new operation.
The 220,000,000 shares will be issued to the vendor upon satisfy the
profit guarantee according to a share transfer agreement (the “Share

Agreement”) as below:

30. ¥8%&56t

—E-hF
REFEIENERS O
R-ZE—NE+AEH KAFKEAR
Prosper Path Limited ( [ Prosper Path | ) 1A
& [%0.39/%8 JT #9220,000,000% f& 15 K KB
BEA(ERDKBEESERERZERE
RARIRENBARZIBE ZITARA ([
ERM ) NEBERERANEEOINER -
BIE—MROEERE([ROBE]
220,000,000 A% R {73 1 174 12 21 LA TS g 1142 R

EABEITET
For the For the
six months For the year  For the eighteen two years
ended ended months ending ending
31 December 30 June 31 December 30 June
Guarantee Period 2018 2019 2019 2020
BE-Z-N\F HE-Z-NF BE-Z-NF BE-E-EF
+=HA=+—-H ANA=+H +=B=t-H ~NA=TA
REBHAE EAEA LHEE E+NEA EMEEE
Accumulated audited profit/(loss) after tax Not more than Not less than Not less than
loss of profit of profit of
RMB5,000,000 RMB8,500,000 No loss RMB21,500,000
BriIE REHE B R (E51E) EBETEAARE HENTPRARE wBAAPRARE
5,000,0007T 8,500,0007T =58 21,500,0007C

The acquisition has been treated as a business combination. The

details are as follows:

Principal activity of the acquiree

WHEBREE S HHIRIE - FHFWT

The Group’s equity interest
and voting power acquired

WREE A EEEK AEBRBNERRRER
Xinyang Maojian International Holding Limited Sales of beverage products
and its subsidiaries 100%
ESEREBRZERERA R REMEAT] $H S BURS
Contingent consideration RARE
HK$'000
FHIT
Fair value of contingent consideration FAREZATE 11,250
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39. BUSINESS COMBINATION (continued) 39. ¥& 0t
2019 (Continued) “E-hFam@
Details of assets and liabilities of the acquiree RUBAHRZNEWBLIEERE
recognised at the date of acquisition BEFE
HK$’000
FHTT
Property, plant and equipment Y%~ R KR 4
Accounts receivable FEWRIA 5
Prepayments, deposits and other receivables TEIFRIE « 5] R EAEUGRIA 475
Bank and cash balances RITRIREETT 850
Other financial asset HEth et &EE 1,016
Accounts payable FE{T IR (530)
Other payables and accruals E b e~ 5B K FE T FTE (2,432)
Net liabilities acquired BAZEETE 612)
Goodwill arising on acquisition WEBEECBE
HK$’000
FHTT
Consideration RE 87
Add: Identifiable net liabilities acquired e EBAZRI#RBEFE 612
699
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39. BUSINESS COMBINATION (Continued) 39. ¥¥&6tm)

2019 (Continued)

Performance of the acquiree from the date of
acquisition up to the end of the reporting period
Included in the Group’s loss for the year was HK$6,414,000 generated
by Xinyang Maojian International Holding Limited and its subsidiaries
since the date of acquisition. The Group’s revenue for the year included
HK$662,000 generated by Xinyang Maojian International Holding
Limited and its subsidiaries since the date of acquisition.

Goodwill arose in the acquisition of Xinyang Maojian International
Holding Limited and its subsidiaries because the consideration for
the acquisition reflects the future economic benefits expected to be
generated from combining the acquiree’s operation with the Group’s
operations.

If the acquisition of the Xinyang Maojian International Holding
Limited and its subsidiaries had been completed on 1 July 2018, the
Group’s revenue for the year ended 30 June 2019 would have been
approximately RMB665,000 (approximately to HK$764,000) and loss
for the year ended 30 June 2019 would have been RMB4,445,000
(approximately to HK$5,107,000). The pro forma information is for
illustrative purposes only and is not necessarily an indication of revenue
and results of operations of the Group that actually would have been
achieved had the acquisition been completed on 1 July 2018, nor is it
intended to be a projection of future results.

—E-hFm@m
HRESTBWEABHEEZRERR
Z&RB

B U RE B H - (SRS EABRIERER AR
N E KB A 7 E £ E5186,414,0008 7T © &F
AREEFEEE - AEENFEREBIE
EEEREBRERERARRENBARE
L i B R #EEE A 89662,000/8 7T ©

ElERERMR B ECEN - BHWEE
BELERRRARARLENBATEE
ZEEBBELEEEEEFEERAEEEE
& DHER ©

U BB (S5 EAR BRI A R A 7] K LK E
RN =_E—\FLtA—B=EK  ZEER

(EE—NENA=THIEFEE 2 WSS
49 5 A R %665,0007T (#9764,000/8 7T )
MREE—E—NAENA=THELEEZE
1B 5 AR 4,445 000 7T (495,107,00058
T o WBEARMERGBAR  T—TEA
BERBR -/ \FLtA—HEXZER
TAREE BTSSR E S 2 1512
IR AL Ve R 1 248 2 T8 08 -
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40. DISPOSAL OF SUBSIDIARIES 40. HEMB AT
On 12 February 2020, in view of the profit guarantee set out in the MRZZBZZTE-_A+=H ARHFIR=ZE
Share Agreement and the supplement agreements entered on 11 June —NERA+—BEZZE—NFTANBZF]
2018 and 9 October 2019 (together the “Existing Agreements”) was ST IR 9 1 B w3 p (SRR BRAA ek ])
not met, Prosper Path entered into a termination agreement with the Fr & 890 A HE (R I R ZAX  Prosper Path £
Vendor, pursuant to which the parties had agreed, among others, to BRI Bt SETOFRE
terminate the Existing Agreements and Prosper Path exercised the put (E A 83F) 4R L35 B & K Prosper Path
option in relation to the Sale Share at an exercise price of HK$1. Upon PATTR(E 1B o178 75 B8 $H & A0 FORR A B
the exercise of the put option, Xinyang Maojian International Holding B o MITERGHIER - [EEERBIBRIER
Limited and its subsidiaries ceased to be subsidiaries of the Group and ERARKEMBARTHANEENNS
the Group recorded a loss on disposal of approximately HK$5,505,000 AR BT XAR - ARESEHEEE
as below. 495,505,000/ 7T °
Loss on disposal of subsidiaries HEMBARZER
HK$’'000

FAT
Exercise of the put option TR HR =
Wavier of receivables due from the subsidiaries disposed ~ ZA%fEUE HEH B A T 2 fElkzIa (5,507)
Net liabilities of the subsidiaries disposed ELRENBARZABEFE 6,078
Carrying amount of the put option exercised BTG HAfE 2 BREE (6,351)
Release of exchange reserve 1IN IE ({5 275

(5,505)
*  Less than HK$1,000 * /DFA1,000/ 7T
Details of assets and liabilities of the subsidiaries REEHHEHEMBATNE
disposed at the date of disposal EREEHE

HK$’'000

FAT
Property, plant and equipment Wz - WE REE 14
Inventories Fa 6
Accounts receivable e FRIE 2,007
Prepayment, deposit and other receivables TESFRIE © 512 REMEUEIR 1,637
Bank and Cash Balances RITRRSET 59
Accounts payable e 5RIE (2,652)
Other payables and accruals L fth FE A< FRE K B AT AR (7,149)
Net liabilities disposed HEZAEFRE (6,078)
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41. CONTINGENT LIABILITIES 4. FREE

On 19 November 2012, China Electricity Construction Consultant
Group Dongbei Electricity Design College (translated from the Chinese
name of FBIE N TiZEME B RILE HEFTFT) (the “Plaintiff”) filed a
writ (the “WFrit”) at the high court of Heilongjiang Province in the PRC (the
“Heilongjiang High Court”) against Mudanjiang BD Power, an indirect
wholly-owned subsidiary of the Company.

Mudanjiang BD Power had contracted the Plaintiff to construct certain
coal-powered electricity generating facilities at the business address
of Mudanjiang BD Power (the “Contract”). Owing to the alleged delay
in the progress of the construction, the Plaintiff claimed (i) the payment
of the contract sum in the amount of approximately RMB42,700,000
and the interest thereon; (ii) the grant of the first priority right to
receive payment from Mudanjiang BD Power in respect of the subject
construction project under the Contract; (i) damages in the sum of
approximately RMB13,300,000 for alleged termination of the Contract;
and (iv) the legal fees arising from this legal case. The Company has
been seeking legal advice in respect of the Writ on the dispute in the
payment for the Contract since December 2012. According to the
management of Mudanjiang BD Power, the construction work had
been slowed down because the financial resources available for the
project development were tied up by unfavourable business operations
since 2009.

During the year end 30 June 2019, the Heilongjiang High Court had
adjudged that Mudanjiang BD Power was liable to compensate the
Plaintiff of approximately RMB36,700,000. Upon the end of the year
ended 30 June 2020, Mudanjiang BD Power was negotiating with the
Plaintiff to continue the construction of the coal-powered electricity
generating facilities. Once performance of the Contract was resumed
under the mutual agreement between Mudanjiang BD Power and the
Plaintiff, part of the damages granted may be absorbed in the cost of
construction.

The management has made sufficient provision for this legal claim and
believes that a favorable settlement could be reached with the Plaintiff.

R-F——F+—AtNB FEEHIE
@ﬁ%l%ﬁ@ Fatb([REDAEFEA
LA ER(BRELISSEM DR
HARNFMERE2EMBRRMFTERRE
ZZR(TLK])

T £ B EAE WA A FH T B A A

B2 B TR K BEBRMEERTRINT

RE&E(TER]) - ARERBEITREREH
T RERROENERSEABHARE
42,700,0007C REALE (i) H BHFHIE
AZREHRARBE N EEEZEEH WRREZ
BB (i ABRBRIEAREEREL
AR ¥13,300,0007T : K (v) A EEEFAE
EZFEER ARRIE_E——F+_A
B—HREEERNREB 2 SREIEE
BR - REHFIEEREEERE - AR A
ZETNFRAMBIBEE RS A ZMBER
STFEERENEME SRR IE—

/rE‘
@ o
=

REBE-Z-NFRA=ZTHIEFE - BiE
IREEREHSHATEARERARE
HEE A A K#36,700,0007 © REZE=F =
ZERA=THIEFERE  HFPTERR
EHEREETER - MEBRREREER
e o AR TERREEREET R
B MRIEIETT - B0 SR E I BEENIR A
IRIESERR AN -

BEECHINERB R EME - 1A
SR B R EERA MG o
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42. CAPITAL COMMITMENTS 42. ﬁﬂxﬁ‘d%
The Group’s capital commitments at the end of the reporting period are A3k 45 B 45  AREEZBEREAER
as follows: T:
2020 2019
—ECZF —E—hnF
HK$’000 HK$’'000
FER FAT
Contracted but not provided for BEETAE R
Buildings and construction in progress BFREETR 35,553 38,379
Capital investment in joint venture REEREZEREE - 2,214
35,553 40,593
43. RECONCILIATION OF LIABILITIES 43. METHEE2ABEYER
ARISING FROM FINANCING ACTIVITIES
The table below details changes in the Group’s liabilities arising from TRFANANEBEREZHELEZBEE
financing activities, including both cash and non-cash changes. (BRERASEIREED) - mﬂéﬂﬁiﬂ%iz
Liabilities arising from financing activities are those for which cash flows BEAHRSREDK ' HARAKBRERER
were, or future cash flows will be, classified in the Group’s consolidated SRANEFNGSIRERERNDEARE
statement of cash flows as cash flows from financing activities. EEZEeREZAE -
Other Bank Bonds Lease
loans loans payable liabilities Total
Hitn&% RITER EfES HEEE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$’'000
THL THL THL THT THL
At 1 July 2018 RZE—\$tH—H 53,339 97,775 820,458 - 971,572
Changes from financing cash flows RERERECE (25,076) (23,932) 22,380 - (26,628)
Interest expenses FEFEX - - 80,710 - 80,710
Interest paid classified as operating NEREERENEL
cash flows ERFAE - - (17,187) - (17,187)
At 30 June 2019 and 1 July 2019 RZZ-NFEAA=TER
“T-NFtA—H 28,263 73,843 906,361 - 1,008,467
New lease entered B E - - - 6,478 6,478
Changes from financing cash flows RERENECE 38,433 (4,898) (11,250) (745) 21,540
Exchange differences BN = (980) (1,641) - - (2,621)
Interest expenses FEFEX = - 98,606 353 98,959
Interest paid classified as operating NEREERSREZEN
cash flows I8 - - (5,449) (353) (5,802)
At 30 June 2020 RZZZTFSA=1H 65,716 67,304 988,268 3,73%) 1,127,021
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44. RELATED PARTY TRANSACTIONS 44. BEALIRS
Save as disclosed elsewhere in the consolidated financial statements, BRARE B TSR AT BR B A - AN B B g
the Group had the following transactions with related parties: ATHIRGMAT
(@) Transactions with related parties (a) HEBEEATHXRS
The Group had the following transaction with the related parties RER - AEEEBAEATHRH U0
during the year: T8
2020 2019
—EEHF —E-NEF
Note HK$’000 HK$’000
PsE FHET FAET
Acquisition of subsidiaries g ALn) NG [0) - 87
Purchases of goods from related BB AREEER 0]
company - 754
Note: FfsE -

i) The related company was controlled and beneficially owned by

connected person.

(b) Other transaction with related parties
Compensation of key management personnel

The remuneration of directors and other members of key

() BEEEAFIRAEA LRI E 2

Eo

(b) EEEALHWHMBRS
TEEERASHFHGE
FR - ERRAMEEEREREN

management during the year was as follows: AT
2020 2019
—E-TF —E-hF
HK$’000 HK$’000
FHET FHTT
Short-term employee benefits EEEE T 2,502 2,210
Post-employment benefits BEER 12T 39 33
2,541 2,243
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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for the year ended 30 June 2020 #tZ —E - FHF N NA=+HIFFE

45. EVENTS AFTER THE REPORTING PERIOD 45. MEPEREH

Disposal of 40% equity interests in a subsidiary
On 4 September 2020, Mudanjiang New Energy, an indirect wholly-
owned subsidiary of the Company) entered into an equity transfer
agreement (the “Equity Transfer Agreement”) with Mr. Lv, an
independent third party, to dispose of 40% of the equity interest
(the “Disposal”) in Mudanjiang BD Power. Subject to the terms and
conditions of the Equity Transfer Agreement, the consideration of
the Disposal was RMB70 million, which shall be settled as follows: (i)
RMB7 million shall be paid on the date of signing of the Equity Transfer
Agreement (the “First Payment”); (i) RMB18 million shall be paid on or
prior to 14 September 2020; (i) RMB20 million shall be paid on or prior
to 31 December 2020; and (iv) the remaining RMB25 million shall be
paid on or prior to 4 March 2022 (being eighteen months after the date
of signing of the Equity Transfer Agreement) (the “Final Payment”).

Pursuant to the Equity Transfer Agreement, the parties have agreed
that during the period between the First Payment and the Final
Payment, Mr. Lv may divide the transfer of the 40% of the equity
interest in Mudanjiang BD Power into a maximum of three transactions
(each a “Transaction”, and collectively, the “Transactions”), with the
percentage of equity interest to be transferred for each Transaction to
be further agreed between the parties. The completion date of each
Transaction shall take place on which the relevant business registration
filing requirements are completed, and the Disposal shall take place
when the Transactions have been completed. Upon completion of
the Disposal, the Group will hold, indirectly through Mudanjiang New
Energy, 60% of the equity interest in Mudanjiang BD Power and
Mudanjiang BD Power will remain as a subsidiary of the Company. As
at the date of this report, the Disposal had not been completed yet and
the company had received RMB25 million from the Purchaser.

The heat and electricity supply business, in which Mudanjiang New
Energy is the operating subsidiary, is one of the core businesses of
the Group. As at the date of this report, it is the Board’s intention that
the heat and electricity supply business will continue to remain as one
of the core businesses of the Group and the Board has no intention
to further dispose the Group’s remaining interest in Mudanjiang New
Energy.

Details of the Disposal were disclosed in the announcements of the
Company dated 4 September 2020 and 19 October 2020, respectively.

o — R B B ) R140% AR AE
RZZF_FTFAAWA  HPTHEER(E
AEEEZENBAR)EBYE=Ha%

ERT R E G ([ RESERERZE]) -
A ERFTERRATL0%BRE(HES
15 ]) o IRIRRRIEE E R 2 SR G -
ERHEIREAEARBIOBE T - BT
FRERN  DARE7TEBITERERR]IRE
ERpR AN EENR]D  (IARE
18EBLER_E_TFNA+mARZ
Bt (ARB208ETHER-_E-F
F+ZA=+—Azk 2= RvEET
ARBSHBILER T -_—_F= WA
(BREaT e E iz A HAe +/\E@ A sz
A (T&EMH]) ©

BB EER R  FTASERE  REE
NRERRFRERE - &=L R
TERRE 40%fo2£ PAEREZ=ZIER (&
R—EIRZ] HGHIZERS])  FEX
115 T 8% Eﬁﬁﬂéﬁ DL BRI E—
WiE o FIER ZFBIEBEEE R EZREK
& HEK - mbEEHARZER S TR
B4 o WEFIETKE - AEBE K E AL
YL IR R R A L B 2 E60% A%
RAFTERREFEERA AR ZHIBA
A e RANFRE BE - HEFIEHARTTH © M
ARRIERE TR AREFETT ©

Tﬁxh&@ﬁ?%%(ﬁ LEMBARIAHMAT

TEER) RAKBNRLERLZ — - BEX
iﬁz%El,Hﬂ  EREREERSHARHERES
MR RARENZLER 2 BEFEE
B E FHEREBREFHTHERNBR T

o
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45. EVENTS AFTER THE REPORTING PERIOD 45. EPREBH @

(Continued)
Issue of convertible bonds under general RE—RBEERTURRES
mandate
On 28 October 2020, the Company entered into subscription RZZE_ZTF+H=+/\B ' AARIHERE
agreements with subscribers in relation to the issue of convertible aTiu/b e - NEEREBTAREER
bonds in an aggregate principal amount of HK$100,000,000. 100,000,000/ 7T HY AT AR (B 55 ©
The gross proceeds and net proceeds from the issue of convertible BOTARKRESFNMEHIBEBRMEG
bonds will be HK$100,000,000 and HK$97,360,000 respectively. As of FIEF B 5 Bl A 100,000,000 7 T &
the date of this report, the entire principal amount of HK$100,000,000 97,360,000/ 7T ° BEARE B - AEE
was received by the Group. B AREUERAN £ 25 100,000,000/ 7T °
Details of the issue of convertible bonds were disclosed in the ?éﬁ—ﬁﬁﬁﬁﬁ%mﬁiﬁﬂzﬁﬂﬁjElﬁﬂ?%:g
announcement of the Company dated 28 October 2020. TFE+A-+\BRRAERNREE -

46. APPROVAL OF FINANCIAL STATEMENTS 46. HEB K
The financial statements were approved and authorised for issue by the HEHRRENR_ZE_EF+A=THEESE
Board of Directors on 30 October 2020. RO R TR o



