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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET
(“GEM”) OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached
than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in
such companies and should make the decision to invest only after
due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is
a risk that securities traded on GEM may be more susceptible to
high market volatility than securities traded on the Main Board of
the Stock Exchange and no assurance is given that there will be a
liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take
no responsibility for the contents of this report, 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 report.

This report, for which the directors (the “Directors”) of PPS International
(Holdings) Limited (the “Company”) collectively and individually accept
full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the
‘GEM Listing Rules”) for the purpose of giving information with regard to the
Company. The Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief the information contained in this
report is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make
any statement herein or this report misleading.
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CHIEF EXECUTIVE OFFICER'S STATEMENT {THARRE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Director”), | am
pleased to present to shareholders the annual report of the Company and its
subsidiaries (the “Group”) for the year ended 30 June 2016.

During the year ended 30 June 2016, despite the fierce competition in the
environmental and cleaning services industry in Hong Kong, the Group
was able to expand its market share especially among the commercial
and residential sectors and further strengthen its position as one of leading
environmental and cleaning service providers in the transportation sector.
The Group is operating in the labor intensive industry and therefore our
financial performance was significantly affected by the rising labor and
manpower service cost, especially after the implementation of the Statutory
Minimum Wage (the “SMW") in Hong Kong. Nevertheless, the Group is going
to shift part of the increment in the labor and manpower services costs to our
customers.

The Group has taken a significant step in expanding its environmental and
cleaning business by acquisition of PPS Shanghai (as defined below) and
diversifying its business portfolio into the People’'s Republic of China (the
"PRC") by acquisition of the Logon Group (as defined below). We believe the
market of the environmental and cleaning business in the PRC is continuing
to experience steady growth as the demand for systematic and quality
environmental and cleaning services is increasing.

The management of the Group has also implemented several procedures
to simplify and improve the operating procedures of our operations both in
Hong Kong and the PRC. We believe these procedures not only enhance the
communication between the management and the staff but also improve our
services and bring our services to the market in a more timely manner.

Together with our enhanced brand recognition, improved operating
procedures, outstanding service quality and expansion in the PRC, we have
demonstrated our ability to provide differentiating and high quality services
against our competitors.

The Group will continue to strive for expansion in both Hong Kong and the
PRC in order to improve the financial performance of the Group and generate
more value to our Shareholders.

RESULTS

During the year ended 30 June 2016, we generated revenue of
approximately HK$269.4 million, which represented an increase of
approximately 33.2% over the revenue for the year ended 30 June 2015
(2014 approximately HK$202.2 million).
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CHIEF EXECUTIVE OFFICER'S STATEMENT {THARRE

The gross profit increased by approximately 19.4% from approximately
HK$23.7 million for the year ended 30 June 2015 to approximately HK$28.3
million for the year ended 30 June 2016.

The Group recorded a net loss of approximately HK$51.2 million (2015:
approximately HK$27.2 million) for the year ended 30 June 2016.

DIVIDENDS

The Board does not recommend the payment of a final dividend for the year
ended 30 June 2016 (2015: Nil).

PROSPECTS

The SMW is set to be reviewed every two years and we expect the SMW
shall be reviewed and adjusted upwards by May 2017. Upon approval
by Chief Executive of the revised SMW as proposed by Minimum Wage
Commission, we are able to transfer part of the increment in the labor and
manpower service cost to our customers. However, the increase in SMW will
inevitably lead to high tumover rate of our operation team and our operation
could be adversely affected by difficulties in recruiting and retaining sufficient
workforce to meet the needs as workers may choose to work at less
laborious industry such as security guard under the same SMW rate. The
Group will on its best endeavour maintain the stability of the staff and retain
sufficient number of staff members to perform the service contracts by on-
going-reviewing the remuneration packages or fill the vacancies with suitable
staff or services from suitable third party service providers.

With the operating experience and business network gained from PPS
Shanghai and the Logong Group, we are striving to expand our services in
other major cities in the PRC. If opportunity arises, we will allocate our existing
resources to achieve and complete such expansion needs.

APPRECIATION

On behalf of the Board, | would like to express my sincere gratitude to our
valued customers, business partners, and shareholders for their persistent
support, and express my appreciation to the management team and
employees for their valuable contribution to the development of the Group.
Finally, | would like to express my sincere appreciation to the officers of Stock
Exchange for their guidance.

Ye Jingyuan
Chief Executive Officer and Executive Director

26 September 2016
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MANAGEMENT DISCUSSION AND ANALYSIS EE[E5Tam R 2T

BUSINESS OVERVIEW
Environmental and Cleaning Services

The Group is principally engaged in the provision of environmental services in
Hong Kong and Shanghai, the PRC, which include the provision of cleaning
and related services for () public area and office cleaning services which
involve cleaning of public areas, carpets, floors, toilets, changing rooms, lifts
and escalators and emptying of garbage bins at commercial buildings and
their tenants, residential complexes, shopping arcades, hotels and public
transport facilities such as airport, ferries, ferry terminal, cargo and logistics
centre and depots; (i) overnight kitchen cleaning services mainly at private
club and hotels; (i) external wall and window cleaning services; (iv) stone
floor maintenance and restoration services; (v) pest control and fumigation
services; (vi) waste management and disposal solutions which mainly involve
collection, transportation and disposal of household waste, construction
waste and trade waste and sales of recyclable waste such as paper,
metal and plastic waste collected during our operations; (vil) housekeeping
services where we provide housekeeping services to carry out professional
daily housekeeping and cleaning services at local boutique hotels, hostels
and serviced apartments; (vill) secure and confidential waste destruction
for commercial clients; (ix) sanitation solution for yacht; and (x) cleaning and
waste management solution for renovated apartment.

Environmental and Cleaning Services in Shanghai, the
PRC

On 9 May 20186, the Group completed the acquisition of the 51% equity
interest in Shanghai Sheng Mao Cleaning Services Company Limited (the
company name was changed to Shanghai PPS Sheng Mao Cleaning
Services Company Limited after our acquisition, hereinafter referred to as
‘PPS Shanghai”).

Auto Beauty Services

On 31 March 2015, the Group completed the acquisition of the entire
issued share capital of Elite Car Services Limited (the “Acquisition”). Elite
Car Services Limited, through its subsidiaries, is principally engaged in auto
beauty services for private cars under its own brand name “E-Car” (formerly
known as “Champion Auto Club”) in Hong Kong. As at 30 June 2016, there
were a total of 4 auto beauty centers located at car parking faciliies and
ground floor. The auto beauty services offered by “E-Car” includes auto
body cleaning service, premium waxing service, carpet and sofa steaming
treatment, auto compartment cleaning and vacuuming service, coating
service and unrivalled air-purifying service.
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MANAGEMENT DISCUSSION AND ANALYSIS EXE[EFysm R 7

Property and Car Park Management Services

On 11 April 2016, the Company completed the acquisition of the entire
issued share capital of Logon Clean Energy Limited (the “Logon Acquisition”).
Logon Clean Energy Limited, through its subsidiaries, (collectively referred to
as the “Logon Group’) is principally engaged in the provision of property and
car park management services in Shenzhen, the PRC.

Investments in Financial Assets

During the year, the Group has invested in financial assets classified as the
financial assets at fair value through profit or loss which composed of only the
shares of companies listed on the Stock Exchange.

BUSINESS REVIEW
Environmental and Cleaning Services in Hong Kong

Compared to the year ended 30 June 2016, the Group’s revenue from
the environmental and cleaning services in Hong Kong increased by
approximately 27.4% mainly due to additional contracts secured and regular
price increment for our tenanted services contracts. The Group has taken a
more proactive approach to gain additional market share in the environmental
and cleaning services industry in Hong Kong and also achieved certain
promising results.

Revenue by Service Sector

The following table sets forth the breakdown of our revenue by different
sectors which reflect the target clients of our environmental and cleaning
services:

Year ended

30 June 2016

BZE

—E-REF

~A=+H

LLFE

HK$’000

FExT

Commercial [EES 130,407
Hospitality M 28,497
Residential F=E 37,376
Transportation iEty 45,190
Others Hih 14,009

255,479
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MANAGEMENT DISCUSSION AND ANALYSIS EE[E5Tam R 2T

The Group continues to strengthen its core business sectors in which
revenue from the commercial and transportation sectors has significant
improved. Most new commercial contracts are for the provision of cleaning
and related services at commercial buildings where customers traditionally
demand a higher service quality and are also willing to pay a premium price.
Almost all of the new commercial contracts enable the Group to provide
additional services for the tenants in the tenanted area of the buildings with
contracts on a regular, ad-hoc or one-off basis which further enhance our
revenue stream.

The Group recorded a slight increase in the revenue of hospitality sector
attributable to the securing of a new contract to provide overnight general
cleaning for a branded hotel during the vyear.

Revenue from residential and other sector increased mainly due to renewal
of existing contracts on better terms and secure of additional projects in the
financial year.

During the year, the Group was successful in securing several significant
environmental contracts including a toilet cleaning contract at the airport of
Hong Kong, a bus and bus depot cleaning and fuel refilling contract, as well
as the provision of cabin dressing in which the Group provides the cleaning
and restocking bathroom and seat amenities for one of the largest airline
operators in Hong Kong. These contracts further strengthen our Group'’s
portfolio in the transportation sector and our reputation and the ability to
provide 24/7 around the clock environmental services.

Most of the revenue from other sector is recurring and service price is
reviewable on an annual basis.

Service Contracts

Contractor contracts are service contracts entered into mainly with property
management companies, owners of various building premises, operators
of hotels and public transportation facilities as well as government and
academic institutions and are awarded to us through competitive tendering.
Our major service contracts cover services provided in some designated
sectors which include: (a) commercial sector which includes mainly office
buildings, shopping arcades and the tenanted areas therein; (o) hospitality
sector which includes hotels, hostel and service apartments; (c) residential
sector which includes residential complexes and residential floors therein;
(d) transportation sector which includes public transportations and (e) other
sector which includes government and academic institutions and private
clubs.

For the year ended 30 June 2016, we had a total of 77 contracts from the
abovementioned five sectors. With the increase in number of contract in the
commercial and transportation sectors, the Group was able to provide more
services for the tenant in the tenanted area or any other ad hoc cleaning
service in the commercial and residential sectors for the year ended 30 June
2016.
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MANAGEMENT DISCUSSION AND ANALYSIS EXE[EFysm R 7

Environmental and Cleaning Services in Shanghai, the
PRC

During the period from the date of completion of our acquisition to 30 June
2016, PPS Shanghai contributed revenue of approximately HK$1 million to
the Group's total revenue. As certain seling and marketing expenses and
office renovation expenses were incurred by PPS Shanghai to promote
the company and set up the office, PPS Shanghai has recorded slight loss
during the period from the date of completion of our acquisition to 30 June
2016.

Auto Beauty Services

During the year, E-Car contributed revenue of approximately HK$6.0 million
to the Group’s total revenue. Due to early termination by landlords of parking
lots leases where we operated auto beauty centres and closure of the loss
making centres, the total number of auto beauty centres operated at car
parking facilities by E-Car reduced from 7 auto beauty centres as at 30 June
2015 to 4 auto beauty centres as at 30 June 2016. As of 30 June 2016,
the Group operates 3 car parking faciliies and 1 ground floor shop. With
the fierce competition from other competitors, E-Car still has not achieved
positive results since the date of completion of our acquisition. The Group
would use its best endeavour to setup new centres and explore joint
promotion campaign with other premium brands and financial institutions to
cross market our auto beauty services.

Property and Car Park Management Services

According to the terms of the Logon Acquisition, amongst other things, (i)
certain key management personnel employed by the Logon Group prior to
the Logon Acquisition has been retained as the key management personnel
of the Logon Group (the “Retained Management”) for a period from the date
of the Logon Acquisition to 30 June 2019; and (i) the vendor irrevocably and
unconditionally warrants and guarantees to the Company that the audited
consolidated net profit before tax of the Logon Group for the period from the
date of the Logon Acquisition to 30 June 2019 will reach certain amounts of
profit before tax (the “Guaranteed Profits”). During the period from the date
of the Logon Acquisition to 30 June 2016, the Logon Group contributed
revenue of approximately HK$4.6 million to the Group's total revenue and
profit before tax of approximately HK$1.3 million to the Group'’s total profit
before tax.

Investments in Financial Assets

As at 30 June 2016, the Group had investments in financial assets classified
as financial assets at fair value through profit or loss of approximately
HK$18.5 million. During the year, the net unrealized loss arising on the
revaluation of the financial assets which was determined based on the
closing prices quoted on the stock market of the Stock Exchange was
approximately HK$1.4 million.
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OUTLOOK
Environmental and Cleaning Services in Hong Kong

During the year, the Group was successful in renewing and securing a
number of new environmental services contracts including (i) toilet cleaning
services at the airport terminal of Hong Kong; (i) cabin dressing services
contract to provide a cleaning and restocking bathroom and seat amenities
for one of the largest airline operators in Hong Kong; (i) several commercial
contracts for the provision of cleaning and related services at commercial
buildings and shopping arcades; (iv) a new service contract to provide
overnight general cleaning for a branded hotel; and (v) general cleaning
services for one of the major public bus operators for the provision of bus,
bus depot cleaning and fuel refilling services. Along with the other major
contracts secured, we believe that these contracts shall be used as the
backbone to support our Group’s business growth. As such, we have
demonstrated our ability to provide large scale environmental services, we
have also strengthen our reputation as one of the largest environmental
services provider in Hong Kong. We would continue to enhance the quality of
services by providing training to our front line staff.

Labor market competition has intensified with the implementation of the
SMW in Hong Kong. The SMW is set to be reviewed every two years and
we expect the SMW shall be reviewed and adjusted upwards in May 2017.
The Group is facing higher labor tumover rate in the environmental services
industry as more labor tend to work in other less laborious industries such
as the security guard service industry under the same SMW rate. To offset
the increase in labor costs, the Group is striving to transfer most of the
increased labor costs to our customers. The Group is closely monitoring the
labor turnover rate and regularly reviews our remuneration package in order
to maintain sufficient labor force and cope with the changing environment.

Looking forward, we would strengthen our marketing effort in hope to expand
our market shares in the commercial and transportation sectors and continue
to consolidate our resources to focus on high value customers to bring in
additional revenue by cross-selling other cleaning and waste management
services to our existing customers. We believe this strategy may not only
improve our revenue per customer but also increase our profit margin as we
could leverage our existing manpower to perform services at location where
we already have presence. We would continue to streamline our operations
in order to simplify and improve our operation efficiency. We believe that our
success in the transportation sector will further build up the confident for new
clients to select our cleaning services in the coming future.
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Environmental and Cleaning Services in Shanghai, the
PRC

Together with the extensive business network and operating experience
possessed by the existing management of PPS Shanghai, the additional
capital injection made by the Group and the management and operating
skills provided by our Group, PPS Shanghai is expanding as expected,
PPS Shanghai has secured several new contracts since the completion of
the acquisition. PPS Shanghai will implement the same quality control and
training program as the same in Hong Kong, it is expected the quality of
service provided by PPS Shanghai will further be improved. The management
of PPS Shanghai will also refine its marketing strategies in order to attract
more new customers to utilize our cleaning services, Through the acquisition
of PPS Shanghai, it is believed that the Group would accelerate its expansion
of the environmental and cleaning services into the PRC.

Auto Beauty Services

The Group would use its best endeavour to improve the performance of
E-Car including but not limited to enhancing the variety and quality of services
provided, improving the geographical coverage and also enhancing the
business strategy in sales and marketing. The Group shall utilize the existing
customer network from our environmental services and cleaning services
and perform some cross selling and promotion to improve the sales of
E-Car. In addition, we would also place more marketing effort with a view to
enhancing our brand recognition in Hong Kong. We will also focus on high
value customers who are more wiling to spend on their luxury cars in order to
generate more revenue. The Group would continue to explore joint promotion
campaign with other premium brands and financial institutions to cross
market our auto beauty services. We are also seeking potential strategic
partners who have the capability and experience in providing auto beauty
services in the PRC with a view to expanding our geographical coverage.

Property and Car Park Management Services

Through the arrangements of Retained Management and Guaranteed Profits,
the Group is confident that the Logon Group can (i) help diversify the Group’s
business portfolio into a new section and introduce a new revenue stream
of the Group and (i) assist the Group to accelerate the expansion of its
environmental and cleaning services and the auto beauty services into the
PRC.

Investments in Financial Assets

The management will take a cautious and prudent approach in implementing
our investment strategies that only companies listed on the Stock Exchange
with valuable prospectus would be considered and invested by the Group in
the future.
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FINANCIAL REVIEW
Revenue

For the year ended 30 June 2016, the Group reported a revenue of
approximately HK$269.4 million (2015: approximately HK$202.2 million),
representing an increase of approximately 33.2% mainly due to (i) increase in
the revenue from the environmental and cleaning services business in Hong
Kong by approximately HK$54.9 million to approximately HK$255.5 million
for the year ended 30 June 2016 (2015: approximately HK$200.6 million) as
a result of regular price increment for own tenanted services contracts and
successful bid and renewal of a number of significant services contracts for
commercial complexes and transportation services providers in Hong Kong;
(iiy contribution of the additional revenue of approximately HK$6.7 million from
the auto beauty services business acquired in April 2015; (iii) contribution
of the revenue of approximately HK$1.0 million from the newly acquired
environmental and cleaning services business in Shanghai, the PRC in
May 2016; and (iv) contribution of the revenue of approximately HK$4.6
million from the newly acquired property and car park management services
business in Shenzhen, the PRC in April 2016.

More details of the Group's performance for the year by business segments
is set out in note 5 to the consolidated financial statements.

Cost of Services, Gross Profit and Gross Profit Margin

The Group’s cost of services increased by approximately 35.1% to
approximately HK$241.2 million for the year ended 30 June 2016 (2015:
approximately HK$178.5 million). Our cost of services primarily comprised
direct wages, direct overnead expenses, consumables and sub-contracting
fees. The increase in the cost of services was mainly due to (i) increase
in direct labor, manpower services costs and direct overhead costs by
approximately HK$58.1 million incurred from the environmental and cleaning
services business in Hong Kong as a result of successful bid of a number
of new service contracts, the upward adjustment of SMW in Hong Kong
effective from May 2015 and the salary increment due to intensifying labor
market competition in the environmental and cleaning services business
in Hong Kong during the year; (ii) additional direct labor costs and direct
overheads of approximately HK$1.6 million incurred from the auto beauty
services business acquired in April 2015; and (i) additional costs of
senvices of approximately HK$2.9 million incurred from the newly acquired
environmental and cleaning services business in Shanghai, the PRC in May
2016 and the property and car park management services business in
Shenzhen, the PRC in April 2016.
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The gross profit of the Group for the year ended 30 June 2016 increased
by approximately HK$4.6 milion to approximately HK$28.3 million (2015:
approximately HK$23.7 million) was mainly due to the net effect of (i)
decrease in the gross profit by approximately HK$3.2 million generated
from the environmental and cleaning services business in Hong Kong; (i)
additional gross profit of approximately HK$5.1 million generated from the
auto beauty services business acquired in April 2015; (i) additional gross
profit of approximately HK$0.2 million from the newly acquired environmental
and cleaning services business in Shanghai, the PRC in May 2016; and
(iv) additional gross profit of approximately HK$2.5 million from the newly
acquired property and car park management services business in Shenzhen,
the PRC in April 2016.

The gross profit margin of the Group for the year ended 30 June 2016
decreased by approximately 1.2% to approximately 10.5% (2015:
approximately 11.7%).

The decrease in gross profit margin of the Group for the year was mainly
due to the deterioration in the gross profit margin from the environmental
and cleaning services business in Hong Kong by approximately 3.7% to
approximately 7.6% (2015: approximately 11.3%) for the year ended 30 June
2016 as a result of () the inflation in direct labor and manpower services costs
as a result of the upward adjustment of SMW in Hong Kong effective from
May 2015 and the intensitying labor market competition in the environmental
and cleaning services business; and (i) lower profit margin of some newly
secured service contracts with a view to gain additional market share in the
environmental and cleaning services business in Hong Kong.

Impairment Loss on Goodwill and Intangible Assets

As at 30 June 2016, before impairment testing, the goodwill of approximately
HK$0.6 million and the intangible assets of approximately HK$0.8 million
were allocated to the cash generating unit of the auto beauty business
(“AUTO CGU"). Having considered the negative prospectus of the AUTO
CGU as a result of the continuing loss making of the AUTO CGU since
the acquisition of AUTO CGU by the Group on 31 March 2015, the
management of the Group has consequently determined to further write off
the goodwill and the intangible assets allocated to the AUTO CGU amounting
to approximately HK$1.4 million (2015: impairment loss on the goodwill
allocated to the AUTO CGU amounting to HK$8.5 million) for the year ended
30 June 2016. No other write-down of the assets of the AUTO CGU is
considered necessary. The impairment review has been referenced to the
valuation report prepared by Norton Appraisals Limited, an independent
professional valuer.
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Selling and Marketing Expenses, Administrative
Expenses and Other Losses

The Group’s seling and marketing expenses, administrative expenses and
other losses increased by approximately HK$37.3 million to approximately
HK$78.9 million (2015: approximately HK$4 1.6 million) for the year ended 30
June 2016. The significant increase was mainly due to the net effect of the
below expenses and losses for the year:

() one-off forfeiture of a deposit of HK$4.5 million paid for the possible
acquisition of Hong Kong Automobile Restoration Group Limited which
was terminated on 9 January 2015 as announced by the Company on
the same date;

(i) impairment losses on deposits and other receivables of approximately
HK$1.2 million and approximately HK$4.5 million for purchase of a
Hong Kong — Shenzhen Bay cross border car plate and for purchase
of motor car cleaning materials respectively in 2015;

(i)  increase in legal and professional fees by approximately HK$12.7
million in 2016 mainly incurred for the professional advisory services for
the Group’s operations, business developments and the legal issues;

(iv)  recognition of the share-based payment expenses of approximately
HK$6.6 million related to the grant of share options to eligible
employees of the Group on 11 December 2015 which is one-off and
non-cash in nature;

(v)  recognition of unrealized loss of HK$1.4 milion on the revaluation of the
financial assets in 2016;

(vi)  recognition of the loss of approximately HK$2.6 million from the early
termination of an environmental and cleaning services contract in Hong
Kong in 2016;

(vi)  additional provision for claims of HK$2.9 million for personal injuries by
the Group’s employees and third party claimants in 2016;

(vil) increase in general selling marketing expenses and administrative
expenses by approximately HK$9.5 milion as a result of the increase in
the marketing activities, travelling frequency and number, salaries and
allowances of directors and administrative staff for further development
of the existing businesses and the newly acquired businesses and
future potential development of businesses in PRC;
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(x) additional general selling marketing expenses and administrative
expenses of approximately HK$8.1 million incurred by the auto beauty
services business, which was acquired in April 2015; and

(x)  additional general selling marketing expenses and administrative
expenses of approximately HK$2.1 million incurred by the newly
acquired environmental and cleaning business in Shanghai, the PRC in
May 2015 and the newly acquired property and car park management
senvices business in Shenzhen, the PRC in April 2016.

Income Tax Expenses/Credit

The Group had income tax credit of approximately HK$0.3 million for the year
ended 30 June 2016 (2015: income tax expenses of approximately HK$1.4
milion). The change from the income tax expenses in 2015 to the income
tax credit in 2016 was mainly due to the taxation loss incurred by the main
operating subsidiary in Hong Kong in 2016 as compared with the taxation
profit in 2015,

Loss Attributable to Owners of the Company

The Group incurred a net loss attributable to owners of the Company of
approximately HK$51.1 million (2015: approximately HK$27.2 million) for the
year ended 30 June 2016. The significant increase in the net loss for the year
ended 30 June 2016 was primarily attributable to decrease in the gross profit
margin and increase in the selling and marketing expenses, administrative
expenses, impairment loss and other losses with the factors as described
above.

Capital Structure and Fund Raising Activities

The shares of the Company are listed on the GEM of the Stock Exchange.
The Company's share capital comprises only ordinary shares.

Share Warrants

On 20 December 2014, the Company issued 2,000,000,000 unlisted
warrants (the “Share Warrants”) at the subscription price of HK$0.02 per
warrant, which entitled the holder of each warrant to subscribe for one
ordinary share of the Company at an exercise price of HK$0.1343 per share
(as adjusted by the completion of the Share subdivision of the Company on
17 November 2014 and the completion of the Open Offer on 9 December
2015) at any time during a period of 12 months commencing from the date
immediately after three months from the date of the subscription agreement.
No Share Warrants were exercised up to the expiry date. The Share Warrants
expired on 28 January 2016.
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Open Offer

On 6 November 2015, the Company announced its proposal to raise not
less than approximately HK$65 million and not more than approximately
HK$78 million before expenses by way of an open offer by issuing not less
than 5,000,000,000 offer shares and not more than 6,000,000,000 offer
shares on the basis of one offer share for every two Shares held by the
qualifying shareholders at a subscription price of HK$0.013 per offer share
(the “Open Offer”). The Open Offer is fully underwritten by Orient Securities
Limited (the “Underwriter”) pursuant to the underwriting agreement dated 6
November 2015 (the “Underwriting Agreement”) entered into between the
Company and the Underwriter subject to the terms and conditions set out in
the Underwriting Agreement. The aggregate nominal value of the offer shares
will be not less than HK$500,000 and not more than HK$600,000.

The estimated net proceeds of the Open Offer is approximately HK$62.5
million. The Company intends to apply such net proceeds from the Open
Offer as to (i) approximately HK$28 million for the expansion of the cleaning
and auto beauty services in the PRC region; (i) approximately HK$15.5
million for the expansion of the operation in Hong Kong including but not
limited to expanding the contracting department so as to enhance the
capability to obtain more high-value public tenders which the Company
is lack of resources in the past, and also employing more cleaning staff in
Hong Kong so as to provide more comprehensive services to the current
and new customers; (i) approximately HK$9.5 million for the renewal and
purchase of new machinery so as to improve the effectiveness of the
senvices; and (iv) approximately HK$9.5 million for the general working capital
of the Company. The net price per offer share after deducting the related
expenses of the Open Offer will be approximately HK$0.0125. The Open
Offer was completed on 9 December 2015 and the issued share capital of
the Company increased from 1,000,000,000 ordinary shares of HK$0.001
each (as adjusted by the completion of the share consolidation of the
Company on 15 March 2016) to 1,500,000,000 Shares of HK$0.001 each
(as adjusted by the completion of the share consolidation of the Company on
15 March 2016). Details of the Open Offer and the results of the Open Offer
were set out in the Company’s prospectus dated 24 November 2015 and
the Company’s announcements dated 6 November 2015 and 14 December
2015,
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Grant of Share Options

On 11 December 2015 (the “Date of Grant”), the Company granted share
options (the “Share Options”) to the eligible persons within the Group (the
“Grantees”) pursuant to the Company’s share option scheme launched on
28 May 2013 (the “Share Option Scheme”), subject to acceptance by the
Grantees. The Share Options entitle the Grantees to subscribe for a total
of 100,000,000 ordinary shares with nominal value of HK$0.001 each (the
“Shares’) (as adjusted by the completion of the share consolidation of the
Company on 15 March 2016) in the capital of the Company upon exercise
of the Share Options in full. The exercise price of the Share Options granted
of HK$0.23 (as adjusted by the completion the share consolidation of the
Company on 15 March) per Share represent the highest of (i) the closing
price of HK$0.23 per Share (as adjusted by the completion of the share
consolidation of the Company on 15 March 2016) on the Date of Grant;
(i) the average closing price of HK$0.228 per Share (as adjusted by the
completion of the share consolidation of the Company on 15 March 2016)
for the five business days immediately preceding the Date of Grant; and (iii)
the nominal value of HK$0.001 per Share (as adjusted by the completion
of the Share consolidation of the Company on 15 March 2016). As at 30
June 2016, 2,500,000 options had been lapsed and there were 97,500,000
options outstanding under the Share Option Scheme. Details of the Grant of
Share Options was set out in the announcement of the Company dated 11
December 2015, Details of the Share Option Scheme and the movements
in the Share Options granted under the Share Option Scheme during the
year are set out in the paragraph headed “Share Option Scheme” in the
section headed “Directors’ Report” of this annual report and note 39 to the
consolidated financial statements.

Share consolidation

On 15 March 2016, the Company conducted a 10-for-1 share consolidation
(the "Share Consolidation”), every 10 issued and unissued shares of
HK$0.0001 each were consolidated into 1 consolidated share of HK$0.001
each. At the completion of the Share Consolidation, the authorised share
capital of the Company are HK$100,000,000 divided into 100,000,000,000
Shares of HK$0.001 each, of which 1,500,000,000 Consolidated Shares
are in issue. Details of the Share Consolidation are set out in the Company’s
circular dated 30 November 2015 and the Company's revised notice of
extraordinary general meeting dated 25 February 2016 and the Company's
announcements dated 23 February 2016 and 15 March 2016.

18

PPS International (Holdings) Limited Annual Report 2016

RUERE

RZZBE—AF+-A+—B{REEH]) - &
ANEBRERATR-_E—=FRA=-+/\HE
TR B ([ERERE D mAEB RS
BERgAT([FEZRA DR B (B
WBFERAZEWNETEEE - BRERT
ER AR BT EBRERAGREEAE
0.001 L RE AR B A 4 $£100,000,000
BEBR(ERG D) (BEARRRZZE—RE=
A+ABZXRMEHMARE) - FIETHER
HERITIE B ERAD0.23B T (AR RN = A
THATKROEHMARE) - BHIETI=F
FREEAE  ((NIRLABMZKMESTRR
R0.23B L (EARARBN _E—RFE=ZA+HHA
RGO mAR) : ()REEXE BT
&% % B FH WM E TR (70,228 T (&
ARFR-E—NEFE=ZA+HBAZHRENDE G
fFaE)  R(i)EES RN 0.001 4 T (&7
RARZE—ARNFZA+HAZKBRMDE M
FAE)  RZZT—RFANA=ZTH  BEBK
T &l - F2,500,00015 BB ED EXE - A
97,500,00017 B AR #E M R 1T o BRI H BB
BZHEBENRARRBA T —RHFE+ A
T—B2AE - BEBRETERFRIRIEE
IREET R BB E 2 BB E N AFR [ E
Egwld ] A [ BRETE | —BRREEY
TR FESQ ©

R E O

R-E—XRE=ZA+HA  XATLAI0L1E
EEITROEH(ROEM]) - F10RERA
BEO.0001 BT Z EEITRAREITRNDE H A1
EEREEC.00E T2 & G, - Biné 6
SRR+ AR A2 EE R AR A100,000,0007%
JC 9 & 100,000,000,000 & & A% M 15 0.001
BT 2R - H e 1,500,000,0000% & 6B (5
BE81T - BERGNE M 2FFIBEHN AR R A
AZE-—RAE+—A=+tHEZEBREALTH
AT NF_A-+HBZEETREE
RIREBEARARARBRHA-_ZE—XRF_A
—t+=BR=_E—R"F=ZAt+HBZR% -



MANAGEMENT DISCUSSION AND ANALYSIS EE[E5Tam R 2T

Placing of New Shares under General Mandate (the “Placing”)

On 21 May 2016, the Company entered into a placing agreement (the
“Placing Agreement”) with an agent (the “Placing Agent”) and the closing price
of the share as quoted on the Stock Exchange on the date of the Placing
Agreement was HK$0.099. On 8 June 2016, the Placing was completed
in accordance with the terms and conditions of the Placing Agreement and
an aggregate of 300,000,000 placing shares (the “Placing Share”) were
successfully placed by the Placing Agent to not less than six independent
placees at the placing price of HK$0.085 per Placing Share. The net price
per Placing Share is approximately HK$0.0825. The net proceeds from the
Placing amount to approximately HK$24.75 milion will be used for working
capital to the Group, financing the potential acquisitions or other future
investment opportunities as and when think fit. Details of the Placing are
set out in the Company’s announcements dated 21 May 2016 and 8 June
2016.

Liquidity and Financial Resources

During the year ended 30 June 2016, the Group had financed its operations
and capital requirements through operating cash flows and net proceeds
from equity financings.

As at 30 June 2016, the Group had cash and cash equivalents of
approximately HK$48.7 million (2015 approximately HK$45.4 million),
representing an increase of 7.3% from the year ended 30 June 2015.

As at 30 June 2016, the Group's total current assets and current liabilities
were approximately HK$140.7 million (2015: HK$109.6 million) and
HK$71.8 million (20156: HK$40.1 million) respectively, while the current ratio
was approximately 2.0 times (2015 approximately 2.7 times) which remains
healthy.

As at 30 June 2016, the total debt of the Group were approximately HK$14.4
million (2015: approximately HK$10.1 million) which include other borrowing
of approximately HK$4.3 million (2015: HK$NIl), obligations under finance
leases of approximately HK$0.8 million (2015: approximately HK$0.8
million) and unlisted corporate bond of approximately HK$9.3 million (2015:
HK$9.3 million). The gearing ratio of the Group (calculated by dividing total
debt by total equity) as at 30 June 2016 was approximately 12.2% (2015:
approximately 13.1%), which remains healthy and stable.

The Board is of the opinion that the Group is in a strong and healthy financial
position and has sufficient resources to support its operations and meet its
foreseeable capital expenditures and expansion.
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Foreign Exchange Exposure

The Group’s business transactions are mainly denominated in Hong Kong
dollars and Renminbi. The management monitors foreign exchange exposure
and will consider hedging significant foreign currency exposure should the
need arises.

Employee and Remuneration Policies

The Group had 1,539 (2015: 1,381) employees as at the end of the Year.
The Group’s remuneration practices are in line with the prevailing market
practice and are determined on the basis of performance, qualification and
experience of individual employee. The Group recognises the importance
of a good relationship with the employees by providing competitive
remuneration package to the employees including salaries, allowances,
insurance, discretionary bonus, and training for human resources upskilling.
Total staff costs and related expenses (including Directors’ remuneration)
for the year ended 30 June 2016 increased by approximately 44.8% to
approximately HK$176.9 million over that for the previous year. The increase
was mainly due to (i) employment of more on-site staff as a result of additional
service contracts secured during the year and the expansion of the Group
in order to secure more Government related projects which the Group has
less exposure in the past; (i) inflation in the on-site staff cost and the upward
adjustment of SMW in May 2015; (i) additional staff costs incurred by the
newly acquired businesses in late 2015 and 2016; and (iv) recognition of the
share-based payment expenses of HK$6.6 million related to the grant of the
Share Options to the eligible employees of the Group.

On 11 December 2015, the Group granted the Share Options to the eligible
employees within the Group under the Share Option Scheme to motivate and
compensate their contributions to the Group. Details of the grant of the Share
Options are set out in the Company’s announcement dated 11 December
2015. The movements in the Share Options granted under the Share Option
Scheme during the year are set out in the paragraph headed “Share Option
Scheme” in the section headed “Directors’ Report” of this annual report and
note 39 to the consolidated financial statements.

Capital expenditure and Capital Commitment

For the year ended 30 June 2016, our capital expenditures mainly included
additions in motor vehicles, leasehold improvement and plant and equipment
amount to approximately HK$3.4 million (2014: approximately HK$10.1
million). These capital expenditures were funded by finance companies,
funds generated from our operating activities and equity financings.

As at 30 June 2016, the Group is committed to contribute capital of
approximately HK$1.7 million (equivalent to RMB1.5 million) to the Group’s
PRC subsidiaries.
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As at 30 June 2015, the Group had capital commitment of approximately
HK$0.5 million in respect of the acquisition of intangible assets contracted
but not provided in the financial statements.

Significant Investment Held

As at 30 June 2016, the Group had investments in financial assets classified
as financial assets at fair value through profit or loss of approximately
HK$18.5 million (20156: HK$NIl) which composed of only the shares of
companies listed on the Stock Exchange.
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Date of

announcement Event Net proceeds Intended use of proceeds Actual use of proceeds as at 30 June 2016
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+—R7<H #)62,500,000/& T beauty services in the PRC region; park management and cleaning services related

(i) approximately HK$15.5 million company in the PRC as announced by the
for the expansion of the operation Company on 11 April 2016, (i) approximately
in Hong Kong including but not HK$2 million was utlized for the expansion in
limited to expanding the contracting Hong Kong; (i) approximately HK$15 million
department; (i) approximately assigned for purchase and renewal of machinery
HK$9.5 million, for the renewal and was reallocated and utilized for the legal and
purchase of new machinery; and professional fees in relation to the legal proceedings
(iv) approximately HK$9.5 million, in Cayman Islands; (iv) approximately HK$7.0
for general working capital of the million used for the investment in PPS Shanghai;
Company. and (v) approximately HK$7.6 million used for

(1) 4728,000,000/8 TR fEIRE R general working capital.
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Date of
announcement Event Net proceeds Intended use of proceeds Actual use of proceeds as at 30 June 2016
NERH ELos FERERE  FESREFERE RIZB-A"ERAAZTAMBREERAE
21 May 2016 Placing of Approximately (i) Approximately HK$24. 75 million As to (i) HK$5 million for the refundable deposit for the
—T—RF new shares  HK$24.75 for general working capital of the possible acquisition as disclosed in the Company's
FA-+—H under million Group and/or financing the potential announcement dated 8 June 2016; and (i)
general #4924,750,000/7C  acquisition as disclosed in the approximately HK$5 million for the general working
mandate Company's announcement dated capital,
WiE— MR 2 March or other future investment () 5,000,000/ T A{EMA AR B A-T—&F
feEmizin opportunities as and when think fi. NANBRREHE NS EN A REE

() #924,750,0007% T REAR S B —
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Charges on the Group’s Assets

As at 30 June 2016, the Group had obligations under finance leases of
approximately HK$0.8 million (2015: approximately HK$0.8 million), of
which approximately HK$0.3 million (2015: approximately HK$0.7 million)
was repayable within one year. Such obligations under finance leases were
secured by the relevant motor vehicles.

As at 30 June 2016, the Group had bank deposits of approximately HK$7 .1
million (2015: approximately HK$7.7 million) pledged to banks as security
for due performance under environmental service contracts and banking
facilities granted to the Group.
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The unutilized proceeds as at 30 June 2016 have
been placed as the interest bearing deposits with
licensed banks in Hong Kong.
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CONTINGENT LIABILITIES

(a)

(b)

Performance bond

Guarantees on performance bonds in
respect of environmental service contracts

HPELR

SLRIRRIS A BAVRE

KRAAR
(a) BWHIR:E
As at As at
30 June 30 June
2016 2015
RZE—XRE WKRZIT—HF
A~A=1+H ~NA=1+H
HK$’000 HK$'000
FET T
13,469

The Group had bankers’ guarantees on performance bonds issued for
due performance under several environmental service contracts.

As at 30 June 2016, fixed deposits of approximately HK$7.1 million
(2015: approximately HK$7.7 million were pledged to banks as
security for (i) bank facilities of approximately HK$13 million (2015:
HKS$5 million) granted to the Group; and (i) bankers’ guarantees on
performance bonds issued.

The effective period of performance bond is based on the service
period and the contract terms as specified in these environmental
service contracts. The performance bonds may be claimed by
customers if services rendered by the Group fail to meet the standards
as specified in these environmental service contracts.

Litigations - Employees personal injuries

During the year, the Group may from time to time be involved in
litigations concerning personal injuries by its employees or third
party claimants. In the opinion of the Directors, the Group had no
any significant contingent liabilities arising from these litigations as all
potential claims made by these employees and third party claimants
are accounted for in the consolidated financial statements and covered
by insurance protection.
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(c) Litigation - Shareholder complaints

24

Reference is made to the Company’'s announcements dated
9 December 2015, 24 December 2015, 30 December 2015, 4
February 2016, 16 February 2016, 1 March 2016, 12 April 2016,
10 May 2016 and 20 May 2016 (the “Announcements”) relating to
the updates on the legal proceedings in the Cayman Islands. Unless
stated otherwise, capitalized terms used herein shall have the same
meanings as those defined in the Announcements.

On 11 April 2016 Cayman time, the Cayman Court has made the
following orders:

(@)

The Petition for the winding up of the Company (“the Petition”) be
struck out as an abuse of the process;

The Petitioner shall pay the Company’s costs of the Petition,
such costs to be taxed, if not agreed, on the standard basis
in respect of costs incurred up to 5 February 2016 and on the
indemnity basis in respect of costs incurred thereafter.

The Cayman Court has also made an Injunction Order on 11 April 2016
Cayman time on, among others, the following terms:

(@)

()

The Petitioner, be restrained, by himself, his servants or agents
or otherwise disposing of or dealing with his shares in the
Company, whether registered in his own name or held in name
of a CCASS Participant or any other nominee, and whether
by means of sale, gift, mortgage, charge, loan, or otherwise
howsoever, pending the payment of the full amount due to the
Company under the Order for Costs.

The injunction contained in Paragraph 1 of the Injunction Order
shall cease to have any effect in the event that the Petitioner has
paid the sum of US$675,000 (or such lesser amount as may
be agreed with the Company) into Court pending taxation of the
Company'’s bill of costs.

The Petitioner shall have liberty to apply to vary or discharge the
Injunction Order upon giving not less than 48 hours prior notice
to the Company’s attoreys.
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On 9 May 2016 and 20 May 2016, the Company has successfully obtained
an injunction order from the High Court of Hong Kong on an ex parte basis
against Mr. Zhao Han, among others, that he must not remove from Hong
Kong, dispose of or deal with or diminish the value of any of his assets which
are within Hong Kong, up to the value of US$675,000 (HK$5,265,000).
Such prohibition includes the shares in the Company held by Mr. Zhao Han
in his name or through licensed securities dealers.

The Company is currently seeking legal advice and is taking steps to recover
the costs of the proceedings. Further announcement(s) will be made by the
Company on the progress of the above matters as and when appropriate.

Material Acquisitions of Subsidiaries and Affiliated
Companies

Acquisition of PPS Shanghai

On 7 March 2016, the subsidiary of the Company (the “Purchaser”) entered
into the equity transfer agreement with two PRC individuals (the “Vendors”),
pursuant to which the Purchaser has conditionally agreed to acquire from
the Vendors and the Vendors have conditionally agreed to sell 21% and 30%
equity interest in PPS Shanghai respectively at a total cash consideration
of RMB2.7 million (the “Shanghai Acquisition”). PPS Shanghai is principally
engaged in the provision of environmental and cleaning services in Shanghai,
the PRC. The Shanghai Acquisition was completed on 9 May 2016. Details
of the Shanghai Acquisition are set out in the Company’s announcement
dated 7 March 2016.

Acquisition of Logon Group

On 11 April 2016, the Company entered into an agreement for sale and
purchase agreement with the vendor, pursuant to which, among other things,
the Company has agreed to acquire and the vendor has agreed to sell the
entire issued share capital of Logon Clean Energy Group Limited at a cash
consideration of HK$30,900,000. The Logon Group is principally engaged in
the provision of the provision of property and car park management services
in Shenzhen, the PRC.

According to the terms of the Logon Acquisition, amongst other things, (i)
certain key management personnel employed by the Logon Group prior to
the Logon Acquisition will be retained as the key management personnel of
the Logon Group for a period from the date of the Logon Acquisition to 30
June 2019; and (i) the vendor irrevocably and unconditionally warrants and
guarantees to the Company that the audited consolidated net profit before
tax of the Logon Group for the period from the date of the Logon Acquisition
to 30 June 2019 will reach the Guaranteed Profits. Details of the Logon
Acquisition are set out in the Company’s announcement dated 11 April
2016.
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Possible Acquisition of China Eastern Clean Energy Corporation

Reference is made to the Company’s announcements dated 2 March
2016, 8 June 2016 and 16 August 2016 (the “Announcements”) relating to
the possible acquisition of the 40% equity interest in China Eastern Clean
Energy Corporation (the “Target Company”) at a consideration of HK$81
million (the “Possible Acquisition”). Unless stated otherwise, capitalized
terms used herein shall have the same meanings as those defined in the
Announcements.

On 2 March 2016, Sharp Team Global Limited, a wholly-owned subsidiary
of the Company, entered into a non-legally binding memorandum of
understanding with the Vendor for the Possible Acquisition, which was
automatically terminated upon the signing of the Acquisition Agreement
between Opulent Wise Global Limited (‘Opulent Wise”), a wholly-owned
subsidiary of the Company, the Vendor and the Guarantors in relation to the
Possible Acquisition on 8 June 2016.

Pursuant to the Acquisition Agreement, Opulent Wise conditionally agrees to
purchase and the Vendor conditionally agrees to sell the Sale Shares, which
represent 40% equity interest in the Target Company at a total consideration
of HK$81 million which is payable as to (i) HK$5 million in cash within 5
Business Days from the date of the Acquisition Agreement as refundable
deposit; (i) HK$51 million by procuring the Company to allot and issue 51
million Consideration Shares at an issue price of HK$0.1 per Consideration
Share at Completion; and (i) the remaining Consideration of HK$25 million in
cash at Completion.

On 16 August 2016, Opulent Wise, the Vendor and the Guarantors mutually
agreed that (i) the Acquisition Agreement was terminated due to the slower-
than-expected development progress of the Target Group; (i) all the rights or
obligations of the parties under the Acquisition Agreement are released and
discharged and no party would have any claims against each other; and (iii)
the refundable deposit of HK$5 million shall be refunded to Opulent Wise
from the Vendor.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT EEL SR EEAEER

DIRECTORS

As at the date of this annual report, the Board currently consists of six
Directors comprising three executive Directors and three independent non-
executive Directors.

Executive Directors

Mr. Ye Jingyuan (“Mr. Ye”), aged 34, was appointed as executive
Director, chief executive officer, a member of the remuneration committee
(the “Remuneration Committee”) and a member of the nomination committee
(the “Nomination Committee”) of the Company with effect from 20 June
2016. Mr. Ye holds a Bachelor's degree in Mathematics, Operational
Research, Statistics and Economics from University of Warwick, United
Kingdom in 2005 and a Master's degree in Applied Statistics from University
of Oxford, United Kingdom in 2006. He is a chartered financial analyst of
the Chartered Financial Analyst Institute. During the period from November
2007 to June 2016, he was served as a vice president at Bank of America
Merrill Lynch, London. From August 2006 to October 2007, he was served
as an associate accountant at Emst & Young LLP, London. He has extensive
experience in private and public equity transactions, risk and portfolio
managements.

Mr. Tse Man Yiu (“Mr. Tse”), aged 45, was appointed as executive
Director of the Company with effect from 4 July 2016. Mr. Tse holds a
professional diploma and an advanced professional diploma in financial
planning from The University of Hong Kong in 2004 and 2008 respectively.
He graduated from Edinburgh Napier University with a Bachelor's degree in
Arts with a honour program in financial services in 2011. He is a Certified
Financial Planner of the Institute of Financial Planners of Hong Kong. He has
extensive experience in customer relationship, financial services and wealth
management for around 27 years.

Ms. Ding Pingying (“Ms. Ding”), aged 39, was appointed as executive
Director of the Company with effect from 1 June 2016. Ms. Ding has
extensive experience in business administration, management and operation
in the People’s Republic of China. Ms. Ding served as the general manager
of ¥ & B B KB JE (Changde International Hotel*) in Hunan from 2005
to 2008 and the general manager of EH T EERBE/ESEGR A 7
(Dayhello Hotel Management Limited®) in Shenzhen from 2008 to 2013.
During the period from 25 June 2015 to 26 February 2016, Ms. Ding was
appointed as an executive director of Prosten Technology Holdings Limited
(stock code: 8026), a company listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Since 2013, Ms. Ding has also been serving
as the director and the general manager of &®YITH&E S/ \ERTEEES
B A &) (Shenzhen Yiwu Small Commodity Market Management Limited*),
which was acquired by the Company in April 2016.

*  For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT EEL SR EEAEER

Independent Non-executive Directors

Mr. Chui Chi Yun, Robert (“Mr. Chui”), aged 59, was appointed as
independent non-executive Director, chairman of the audit committee
(the "Audit Committee”), chairman of the Remuneration Committee and
chairman of Nomination Committee of the Company with effect from 16
June 2015, He is a practising Certified Public Accountant in Hong Kong and
has worked in the accounting industry over for 35 years. He has obtained
a Bachelor's degree in Commerce (Major in Accounting) from Concordia
University and is a fellow member of the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified Accountants
in the United Kingdom. Mr. Chui is an independent non-executive director
of each of Tse Sui Luen Jewellery (Intermational) Limited (stock code: 417),
National Arts Entertainment and Culture Group Limited (stock code: 8228),
Wing Lee Property Investments Limited (stock code: 864), and is a non-
executive director of Addchance Holdings Limited (stock code: 3344), all
of which are listed on the Stock Exchange. He was an independent non-
executive director of Aurum Pacific (China) Group Limited (stock code: 8148)
until his resignation in March 2016. He is currently the Commissioner of the
Hong Kong Road Safety Patrol and a member of the Road Safety Campaign
Committee of the Road Safety Council. He is also a director of a number of
private companies and associations.

Mr. Huang Ke (“Mr. Huang”), aged 60, was appointed as independent
non-executive director (the “Director”) of the Company and a member of each
of the Audit Committee, the Remuneration Committee and the Nomination
Committee of the Company with effect from 1 March 2016. Mr. Huang,
has extensive experience in corporate management and catering business
management. He is primarily responsible for formulation and implementation
of corporate and business development strategies, and enhancement of the
corporate networks. Since 2006, he has served as a legal representative and
the president of b WK N8 XL 2173 E AR A A) (Beijing Tianxiaguan
Art and Culture Development Company*), a company principally engaged
in artistic and cultural development, exhibition services, public relations and
design, production and publication of advertisements. From December
2014, he has also served as a legal representative and the president of 1k
REMEREER AR AR (Beiing Huangmenlaozao Catering Management
Company*), a company principally engaged in catering management
business and exhibition services.

Mr. Kwong Tsz Ching Jack (“Mr. Kwong”), aged 33, was appointed
as independent non-executive director (the “Director”) of the Company and
a member of each of the Audit Committee, the Remuneration Committee
and the Nomination Committee of the Company with effect from 25 April
2016. Mr. Kwong, received his degree of Master of Laws in commercial and
corporate law from King's College London, United Kingdom in November
2006 and his Postgraduate Certificate in Laws and degree of Bachelor of
Laws from City University of Hong Kong in July 2005 and November 2004
respectively. Mr. Kwong was admitted to practise as a solicitor in Hong Kong
in October 2008. Mr. Kwong is practising in Hong Kong and is currently an
associate of a firm of solicitors in Hong Kong.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT EEL SR EEAEER

SENIOR MANAGEMENT

Qur senior management comprises our executive Directors, our company
secretary and the following persons:

Mr. Wong Yin Jun, Samuel (“Mr. Wong”), aged 41, was appointed
an executive Director of the Company on 28 May 2013 and retired as an
executive Director of the Company on 30 October 2014. He is currently the
director of Pollution & Protection Services Limited (‘PPS”) an indirect wholly
owned subsidiary of the Company, since March 2010. Mr. Wong oversees
our contracting department and is primarily responsible for setting sales
and marketing strategies for our business of environmental and cleaning
senvices. Together with other members of the senior management, Mr, Wong
oversees all aspects of the operations of the Group. Mr. Wong joined our
Group in September 2009 as an assistant to general manager. Mr. WWong
has around 171 years of experience in sales and marketing. He graduated
from Simon Fraser University, Canada in 1998, with a Bachelor Degree
in Arts and obtained a Master Degree in Business Administration from the
University of San Francisco, the United States, in 2005.

Mr. Yeung Yat Chuen (“Mr. Yeung”), aged 34, is the chief financial
officer of the Company. He is primarily responsible for seeking potential
acquisition target for the Group'’s expansion, overseeing the Group’s daily
operation and performance, and ensuring the Group’s compliance with
Listing Rules during its operation. Before joining the Group, he had worked in
corporate finance industry for more than 10 years. As such, he has extensive
experience in merger and acquisition, funds raising exercise such as placing,
rights issue and open offer, he also involved in several initial public offerings
projects. He joined the Group in September 2014, Mr. Yeung graduated
from the Hong Kong University of Science and Technology in 2004 with a
Bachelor Degree in Mathematics.

Mr. Lai Tin Ming (“Mr. Lai”), aged 32, is the assistant general manager of
PPS. He is primarily responsible for all aspects of the operation term including
the recruitment of personnel, approval of budgets, quality control of cleaning
projects, procurement of cleaning materials and equipments, workplace
safety and site supervision of the Group’s environmental and cleaning
services. He is also responsible for sales and marketing activities, costing
and pricing for tenders, contracts and quotations. He joined our Group in
July 2010 as a sales and marketing executive. He was promoted to the
assistant general manager of PPS in April 2015. Mr. Lai graduated from the
Lingnan University, Hong Kong in 2008, with a Bachelor Degree in Business
Administration.
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DIRECTORS’ REPORT EE2#H4&

The Directors present this annual report together with the audited
consolidated financial statements for the year ended 30 June 2016.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Pollution & Protection
Services Limited (“PPS”), an indirect wholly-owned subsidiary of the
Company, is one of the major comprehensive environmental and cleaning
senvice providers in Hong Kong providing a comprehensive range of cleaning
and related services such as public area and office cleaning, overnight
kitchen cleaning, waste management and disposal, external wall and
window cleaning, stone floor maintenance and restoration, pest control and
fumigation as well as housekeeping.

The activities of the Company’s principal subsidiaries are set out in note 18 to
the consolidated financial statements.

An analysis of the Group’s performance for the year by operating segment is
set out in note 5 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The Group's results for the year ended 30 June 2016 are set out in the
consolidated statement of profit or loss and other comprehensive income on
page 66 of this annual report. The Board does not recommend the payment
of a final dividend for the year ended 30 June 2016.

BUSINESS REVIEW

The business review of the Group for the year ended 30 June 2016 is
set out in the sections headed “Chief Executive Officer's Statement” and
“Management Discussion and Analysis” of this annual report respectively.
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DIRECTORS’ REPORT EE2#{4&

PRINCIPAL RISKS AND UNCERTAINTIES

The Directors are aware that the Group is exposed to various risks,
including some of which are specific to the Group or the industries in which
the Group operates. The Directors have established a policy to ensure
that significant risks which may adversely affect the Group, are identified,
reported, monitored, and managed on a continuous basis. The Group has
identified the following key risks that are considered to be significant to the
Group, which may adversely and/or materially affect the Group'’s businesses,
financial conditions, results of operations and growth prospects. Key risks
relating to the Group’s businesses and to the industries in which the Group
operates are including but not limited to:

()

(i)

)

A majority of the service contracts have fixed service terms that range
from one to three years and many of them are granted to the Group by
way of tendering. There is no assurance of the grant of new contracts
nor renewal of the existing contracts and these uncertainties may have
negative impact on the financial results. Moreover, in the competitive
tendering process, the Group may have to lower the service charges in
the bids in order to increase the competitiveness of the tenders and the
Group may encounter great pressure on the profit margins if the Group
is unable to reduce the costs accordingly. In such event, the financial
results and profitability would be materially and adversely affected.

If the Group fails to accurately estimate the costs or fail to execute
fixed-price contracts within the cost estimates, the results of operation
would be adversely affected. All the service contracts are fixed-price
contracts, under which the Group provides the cleaning and related
services at a pre-determined price. As a result, the Group may not
be able to adjust the service fees nor recover any cost overruns,
which may in tun adversely affect the reputation, financial conditions,
profitability or liquidity.

The aggregate revenue generated from the five largest customers
represented nearly 50% of the total revenue for the years ended 30
June 2016. The Group does not enter into long-term service contracts
with any of theses customers, which the Directors believe is in line
with the market practice of the environmental services industry in Hong
Kong. These customers may terminate their business relationships
with the Group upon expiry of the service contracts. If any of the
key customers, including the five largest customers, substantially
reduces the volume and/or value of services procured from the Group
or terminates its business relationship with the Group, there is no
assurance that the Group would be able to find substitute customers or
to secure comparable contracts to replace any such loss of revenue.
If any of the above happens, the business and performance would be
materially adversely affected.

FERERAHRAE R

EENEAEERYSERAR  BEXEARE
B AREEBAETENGERR - BEFE
RIS - RERAIS ARG B BERRE
BRI H AR BEN T RIFENERER - KN
SECDHA TIRESHAREZEEREX
MIBASE R - FTREH AR B 2R - BN
N S EERIERATRER TR, REKX
T8 ARAREEBRAKEMRETEZ
FASEER B ETRR -

i) KREARBEDNEEREFHNF—
E-F  EFEZAONEBRELTRA
BYAEE - BIBERBHSRETS
HMBBEBANBEER - MUtE TR
AERAEHVBEAEREETE - It
Sh - AEEAIBEAR ABRFHENRITE
RHAERGKENLE - EE T
ENHEFN - MiHAEEEERRERE
A - AIAEBZ ERREATEX
Bh - EZBERT » NEBHI K EE
REMENBEZBNEATNEE -

(i) fHAREBEEAERGETRA - HEER
AR BE AR EEBREH - Bl
REXBEREXITNEE - FRARE
BNARETEERAL Bt AKE
BBEABEENERREBEZRRBEEHR
%o At > REEAREEAAERGE
FA s M Bl E ] BT A - A i A RE ¥ 22
B BBERA - BRENRRDESE
RAFIFE

(i) REAARRPHAWRREBE_ZT—X
FNA=ZTH L FERRREAL0% °
AEEY EEBTARFTPFILRAR
BEK  MEFTR/UMEAERTERE
RIEEOTIHEG —K - ZFELAN
R A W EMERL BN RENRTH
®o MEREZEFF(BRAKRER)K
EEDRAARERBORBER,R(E
B KR ILEAKERNEBEE - RIS
BEAREAKESENERBRLIE
BAIBELERE HARRER B BKRER
Ko MBEELABRERN A XEHR
RABEZBEATHNZE -

wEERERAE £®%206 31



DIRECTORS’ REPORT EE2#H4&

(iv)

(Vi)

32

The Group is exposed to litigation claims including employees’
compensation claims and common law personal injury claims and the
insurance coverage may not adequately protect us against certain
risk. Employees who suffer from bodily injuries or death as a result of
accidents or diseases occurred during the course of their employment
are entitled to claim damages and compensation against the Group
under the Employees’ Compensation Ordinance as well as under the
common law. The Group has taken out insurance policies to cover
these potential claims, including employees’ compensation insurance
and public liability insurance. However, the outcome of any claim
is subject to the relevant parties’ negotiation or the decision of the
court or the relevant arbitration authorities, and the result of any of the
outstanding claims may be unfavourable to the Group. As a result, the
Group may have to pay out of the own resources for any uninsured
financial or other losses, damages and liabilities and litigation that could
materially and adversely affect the business, financial conditions and
results of operations.

The Group may engage third party service providers to take part in
some of the projects, such as those that require special equipment
or when the Group considers it is more cost-effective to deploy third
party service providers. The Group expects to continue to rely on these
third party service providers. However, the Group has not entered into
long-term contracts with third party service providers and the third party
service providers have no obligations to provide services exclusively
to the Group. If the Group fails to maintain good relationship with them
or retain them at costs favourable to the Group, the operations and
financial results may be adversely affected.

The Group has experienced high turnover rate of the operation
team and the operation could be adversely affected by difficulties in
recruiting and retaining sufficient workforce to meet the needs. As
the environmental and cleaning services industry is a labour-intensive
industry, this exacerbated after the implementation of the SMW in
Hong Kong as workers have more choices, such as security guards,
which may drive workers away from the cleaning industry. If the Group
is unable to maintain the stability of the staff or retain sufficient number
of staff members to perform the service contracts or fill the vacancies
with suitable staff or services from suitable third party service providers,
the quality of services, operation and financial results would be
adversely affected.
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RELATIONSHIP WITH KEY STAKEHOLDERS

The Company is committed to operating in a sustainable manner while
balancing the interests of various stakeholders including the Group’s
employees, customers, suppliers and the community.

)

(ii)

(iii)

(iv)

Employees

The Group recognises the value and importance of its employees and
the Group has been devoting resources in staff training and review
of their development. The Group ensures that all employees are
reasonably remunerated and also continues to improve and regularly
review and update its policies on remuneration and benefits, training,
occupational health and safety.

Customers

The Group is committed to providing quality services to its customers.
We endeavor to ensure the quality of services via stringent quality
control measures and regular communication with our customers.

Suppliers

The Group has developed stable relationships with many of its key
service providers and implements stringent selection criteria for service
providers to maintain the quality of its services. The Group randomly
inspects services provided by its service providers and requests its
service providers to implement immediate improvement measures
when necessary. Every year the Group will also conduct annual
appraisal on key service providers and new service providers so as to
ensure materials produced by those service providers are in line with
the Group’ s quality requirement.

Community

The Company will continue to contribute to the harmonious society
through social contributions and participations in public service
activities. For the year ended 30 June 2016, the Group made
donations of approximately HK$1.7 million to various charities to
support their services rendered to the communities.
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ENVIRONMENTAL POLICIES

The Group is committed to building an environmentally-friendly corporation
that pays close attention to conserving natural resources. The Group
strives to minimise our environmental impact by raising energy efficiency
and encouraging recycle of office supplies and other materials such as the
adoption of paperless systems and practices in its daily operations, the
duplex printing and copying, and the recycling of ink cartridges and toner
cartridges, etc. In addition, the Group has adopted environmentally-friendly
service procedures in providing the environmental and cleaning services to
its customers for which the Group has obtained certificates and awards from
different environmentally-oriented organisations.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group recognises the importance of compliance with applicable laws
and regulations and the risk of non-compliance with such requirements. The
Group has implemented system and allocated staff resources to ensure
ongoing compliance with applicable laws, rules and regulations. During the
year ended 30 June 2016 and up to the date of this annual report, as far as
the Directors are aware, there is no material breach of or non-compliance
with applicable laws and regulations by the Group that has a significant
impact on the businesses and operations of the Group.

DONATIONS

Charitable and other donations made by the Group during the year amounted
to approximately HK$1.7 million.

PROPERTY, PLANT AND EQUIPMENT

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

Detalls of the reasons, classes and consideration received for the issue of
shares during the year are set out in the paragraph headed “Capital Structure
and Fund Raising Activities” in the section headed “Management Discussion
and Analysis” of this annual report.

Details of the movements in the Company’s share capital during the year are
set out in note 32 to the consolidated financial statements.

RESERVES

Movements in reserves of the Group and the Company during the year are
set out in the consolidated statement of changes in equity on pages 69 and
70 of this annual report and note 34 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 30 June 2016, the Company's reserves available for distribution to
shareholders amounting to approximately HK$86,700,000 calculated in
accordance with the Companies Law Chapter 22 of the Cayman Islands and
the Articles of Association of the Company.

As at 30 June 2015, the Company has no reserves available for distribution
to shareholders in accordance with the Companies Law Chapter 22 of the
Cayman Islands and the Articles of Association of the Company.

FINANCIAL SUMMARY

A summary of the Group’s results and financial position for the past five
financial years is set out on page 184 of this annual report.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentage of the Group's revenue and subcontracting costs attributable
to the Group’s major customers, subcontractors and suppliers respectively
for the year ended 30 June 2016 is as follows:

Revenue Wz

The largest customer BARF

Five largest customers in aggregate AAREFAR
Subcontracting costs DEREAR

The largest subcontractor BADERE

Five largest subcontractors in aggregate AARDBEEEET

During the year, none of the Directors, their close associates or any
Shareholders (which to the knowledge of the Directors owns more than 5%
of the Company’s issued share capital) had any interest in any of the Group’s
five largest customers, subcontractors and suppliers.

Executive Directors

FEEFRRMUER

REE=F—AFAA=TALER  ARE
MEBES - HEERERES HERERDY
W RHERAT AT -

16.11%
48.1%

38.2%
71.2%

Ex BEANES RENBTHEALS
Eﬁ%%ﬂﬁ%%%ﬂ%ﬁ$ﬁﬂa%ﬁ%$
5% D) EEARBEARS - H 08 LIE
7B (s -

BiTES

Mr. Ye Jingyuan — appointed on 20 June 2016 for a director fee of HK$G00,000 per annum and a salary of
HK$84,000 per annum in order for him to take up the role of chief executive officer of the
Company

EsREE - RIZ—R"ENAZTRHEZF  EF@E AEF600,000/8 T M FH¢E&F A84,000

BIERERETIARRITRAR CBE

Mr. Tse Man Yiu
HRITE

Mr. Chan Wai Kit
FRIZEESEAE

Ms. Wong Chi Yan
BEEL T

Mr. Zhang Xiaozheng
SR/ SEA

Ms. Wang Jun
FERL

Mr. Cao Zhiwen
EI 70N X?ﬁi

appointed on 4 July 2016 for a director fee of HK$B00,000 per annum
RZZ—RE+AMBEETE - EFH0ER/FF600,000%8 7T

resigned on 11 July 2016
RoB—AFLAT—BEE

resigned on 18 July 2016
RZEBE—RFLATN\BEHE

appointed on 19 October 2015 for a director fee of HK$360,000 per annum
RZZ—RF+A+HIBEZE  EFHEHBEF360,000%T

resigned on 18 May 2016

R-ZZE—AREFERA+N\HEHE

appointed on 12 November 2015 for a director fee of HK$360,000 per annum
R-T—RF+—AT-RERE  EFEHEERETF360,000/ET

resigned on 19 September 2016

RZZE—RFNAATHBERHE

resigned on 19 October 2015
R-ZZ—RF+A+HBEHE
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Non-executive Directors

FHTES

Mr. Xu Xiaoping
RS

Ms. Li Qingchen
FERRL

appointed on 22 October 2015 for a director fee of HK$360,000 per annum
RIZB-—AF+AT_HEZRE B AR/EFF360,0008T
resigned on 4 July 2016

RZZB—RE+AMNBEHE

appointed on 12 November 2015 for a director fee of HK$360,000 per annum
RZZE-—RF+—ATBERE 8L RTF360,0008 T

resigned on 20 June 2016

RIZE—RENAZTHEE

Independent Non-Executive Directors

BYFHTES

Mr. Huang Ke
| E

Mr. Kwong Tsz Ching Jack
BRFi2% 4

Mr. Chow Chun Hin Leslie
ERRE A

Mr. Chan Chi Tong, Kenny
PRES RS

Mr. Chen Kwok Wang
FRE A 54

appointed on 1 March 2016 for a director fee of HK$120,000 per annum
RZE—RF=A—HBEZT  EFHWEATF 120,000 7T

appointed on 25 April 2016 for a director fee of HK$120,000 per annum
RZB—RENA-THREZE EFEEATF120,00087T

appointed on 23 September 2015 for a director fee of HK$120,000 per annum
R-ZZE-—RAFNA-T=REEE EFEERTF120,000/&T

resigned on 25 April 2016

RZB—RENA-THAEE

retired on 4 February 2016
RIZBE—XF_AWABRE

retired on 4 February 2016
RZEBE—RE-ANBRE

All newly appointed executive directors and independent non-executive  FIB¥TEZERITEE KRB IENTESHR
directors are subject to retirement by rotation and re-election at the EBEARARK A GEBERBAIN A RRIRERE
Company’s annual general mesting in accordance with the Articles of ~FAE LoES R K EREET -

Association of the Company.

None of the Directors has a service contract with any member of the Group S E B EEREB(IFKXE QARG ZE #HE
which is not terminable by the relevant employer within one year without ~ ENAIT R —F AR EEE OXEREERIN) T A
payment of compensation, other than statutory compensation. BIEHIBRTEE 4 ©
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During the year and up to date of this annual report, three executive Directors,
Mr. Ye Jingyuan, Ms. Ding Pingying and Mr. Tse Man Yiu, are also directors
in certain subsidiaries of the Company. Other directors of the Company’s
subsidiaries during the year and up to the date of this annual report include
Mr. Wong Yin Jun, Samuel, Mr. Yeung Yat Chuen, Mr. Chan Woon Wing, Mr.
Lin Yonggan, Mr. Chan Chok Fun, Mr. Lu Yi and Mr. Yang Guang Wei.

RESIGNATION OF DIRECTORS

Mr. Chan Wai Kit ("Mr. Chan”) resigned as the chairman of the Board, an
executive Director, the authorised representative, the compliance officer, a
member of the Remuneration Committee and a member of the Nomination
Committee of the Company due to his other business commitments and
engagements with effect from 11 July 2016. Mr. Chan has confirmed that
he has no disagreements with the Board and there are no other matters
relating to his resignation that need to be brought to the attention of the Stock
Exchange and the shareholders of the Company.

Ms. Wong Chi Yan (‘Ms. Wong") resigned as an executive Director, the
company secretary and the authorised representative of the Company with
intention to devote more time to pursue her business commitments and
engagements with effect from 18 July 2016. Ms. Wong, has confirmed that
she has no disagreements with the Board and there are no other matters
relating to her resignation that need to be brought to the attention of the Stock
Exchange and the shareholders of the Company.

Mr. Zhang Xiaozheng (“Mr. Zhang”) resigned as an executive Director with
intention to devote more time for the Group's PRC development with effect
from 18 May 2016. Mr. Zhang has confirmed that he has no disagreements
with the Board and there are no other matters relating to his resignation
that need to be brought to the attention of the Stock Exchange and the
shareholders of the Company.

Ms. Wang Jun ("Ms. Wang’) resigned as an executive Director with effect
from 19 September 2016 to devote more time to her other business
commitments and engagements. Ms. Wang has confirmed that she has no
disagreements with the Board and there are no other matters relating to her
resignation that need to be brought to the attention of the Stock Exchange
and the shareholders of the Company.

Mr. Cao Zhiwen (“Mr. Cao”) resigned as an executive Director with effect from
19 October 2015 to devote more time to his other business commitments.
Mr. Cao has confirmed that he has no disagreements with the Board
and there are no other matters relating to his resignation that need to be
brought to the attention of the Stock Exchange and the shareholders of the
Company.
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Mr. Xu Xiaoping (‘Mr. Xu") resigned as non-executive Director to pursue
his business and personal interests with effect from 4 July 2016. Mr. Xu
has confirmed that he has no disagreements with the Board and there are
no other matters relating to his resignation that need to be brought to the
attention of the Stock Exchange and the shareholders of the Company.

Ms. Li Qingchen ("Ms. Li") resigned as non-executive Director with intention
to devote more time to pursue her other business commitments and
engagements with effect from 20 June 2016. Ms. Li has confirmed that
she has no disagreements with the Board and there are no other matters
relating to her resignation that need to be brought to the attention of the Stock
Exchange and the shareholders of the Company.

Mr. Chow Chun Hin, Leslie ("Mr. Chow") resigned as an independent non-
executive Director, a member of the Audit Committee, a member of the
Remuneration Committee and a member of the Nomination Committee of
the Company to devote more time to his other business commitments and
engagements with effect from 25 April 2016. Mr. Chow has confirmed that
he has no disagreements with the Board and there are no other matters
relating to his resignation that need to be brought to the attention of the Stock
Exchange and the shareholders of the Company.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

The biographical details of Directors and senior management of the Group as
at the date of this report are set out in the “Biographical Details of Directors
and Senior Management” section on pages 27 to 29 of this annual report.

MANAGEMENT CONTRACTS

No contract, other than employment contracts, conceming the management
and administration of the whole or any substantial part of the business of the
Group was entered into or existed during the year.

DIRECTORS’ INTERESTS IN CONTRACT

Save as disclosed in the paragraph headed “Connected Transaction”, no
contract of significance to which the Company or any of its subsidiaries was
a party, and in which a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

REMUNERATION POLICY

Remuneration is determined with reference to the nature of job, performance,
qualifications and experience of individual employees, as well as the result
of the Group and the market trend. The Group carries out staff performance
appraisal once a year and the assessment result is used for salary reviews
and promotion decisions.
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The Group recognises the importance of staff training and thus regularly
provides internal and external training for its staff to enhance their skills and
knowledge. The remuneration of the Directors is determined with reference
to the duties and level of responsibilities of each Director, the remuneration
policy of the Group and the prevailing market conditions.

SHARE OPTIONS

(1)

40

Share Option Scheme

The Company conditionally operates a share option scheme (*Share
Option Scheme”) for the purpose of attract, retain and reward the
eligible persons and to provide the eligible persons an incentive
or reward for their contribution to the Group and by enabling such
persons’ contribution to further advance the interests of the Group.
The Share Option Scheme was adopted on 28 May 2013 and shall
be valid and effective for a period of ten years commencing from the
date of adoption, after which period no further options will be offered or
granted but the provisions of the Share Option Scheme shall remain in
full force and effect in all other respects with respect to options granted
during the life of the Share Option Scheme.

The eligible persons of the Share Option Scheme include directors,
consultants or advisers and any other person who has contributed to
the Group (the “Eligible Persons”).

The subscription price of the share options shall be a price determined
by the Board and shall be at least the highest of () the closing price per
share as stated in the Stock Exchange's daily quotation sheet on the
offer date; (i) the average of the closing prices per share as stated in
the Stock Exchange’s daily quotation sheets for the five business days
immediately preceding the offer date; or (i) the nominal value of the
share.

An offer shall remain open for acceptance by the Eligible Person
concermned for such period as determined by the Board, being a date
not later than ten business days after the offer date by which the
Eligible Person must accept the offer or be deemed to have declined
it, provided that no such offer shall be open for acceptance after the
tenth anniversary of the date of adoption of the Share Option Scheme
or after the Share Option Scheme has been terminated in accordance
with the provisions of the Share Option Scheme.
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A share option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period to be notified by the
Board to the grantee which the Board may in its absolute discretion
determine, save that such period shall not be more than ten years from
the date of acceptance of the offer (subject to the provisions for early
termination in accordance with the Share Option Scheme).

The amount payable by the grantee to the Company on acceptance of
the offer shall be a nominal amount to be determined by the Board.

The maximum number of shares of the Company (the “Shares”) in
respect of which the share options may be granted under the Share
Option Scheme is not permitted to exceed 10% of the Shares in issue
at the date of the annual general meeting of the Company on 30
December 2015 at which the Company passed an ordinary resolution
to refresh the maximum number of the Shares which may be issued
upon exercise of all the share options to be granted under the Share
Option Scheme.

The maximum number of the Shares in respect of which share options
may be granted under the Share Option Scheme together with any
options outstanding and yet to be exercised under the Share Option
Scheme and any other share option schemes of the Company in issue
shall not exceed 30% (or such higher percentage as may be allowed
under the GEM Listing Rules) of the total number of the Shares in issue
from time to time.

The total number of shares issued and to be issued upon exercise
of the share options granted to each Eligible Person (including both
exercised and outstanding options under the Share Option Scheme)
in any twelve-month period must not exceed 1% of the issued share
capital of the Company. Where any further grant of the share options to
an Eligible Person would result in excess of such limit shall be subject
to the approval of the shareholders at general meeting with such
Eligible Person and his associates abstaining from voting.
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The movements in the share options granted under the Share Option FER - IREERESZIFREERES
Scheme during the year are shown as below: R :
Exercise Adjustment
price  Outstanding Granted Cancelled Lapsed  duetoShare  Outstanding
Date of grant of (HKS) asat during during during  Consolidation asat
Category of participants share options Exercisable period (Note 2) (Note 1) 01.07.2015 the year the year the year (Note 1) 30.06.2016
R R
%€  -%-if REfal  —F-»E
(&7 th-A frikkEE  ~A=tR
SMERH RBREAR RS (HiE) (1) HATE EREL ERE FREH (HrzE1) HATE
Directors
£
Mr. Chan Wai Kit (Note 3) 11122015 14.12.2015-10.12.2025 023 S 100,000,000 = = 90,000,000) 10,000,000
BB (es) ZF-RFT-AT-R ZE-REtCATIAZ
ZRoRET-ATH
Ms. Wong Chi Yan (Note 4) 11122015 14.12.2015-10.12.2025 028 - 100,000,000 = - (90,000,000) 10,000,000
ZF-RFt-At-R “E-RETCATEAZ
ZRoRFT-ATH
Mr. Znang Xiaozheng (Note ) 11122015 14.12.2015-10.12.2026 023 o 100,000,000 = = (90,000,000) 10,000,000
RN (Bzto) ZF-RFtZAT-R “E-RFt-ATRAZ
ZZRETCATR
Ms. Wang Jun (Note 6) 11122015 14.12.2015-10.12.2026 023 - 100,000,000 = = (90,000,000) 10,000,000
TELL (o) ZZ-EEtCAT-H Z5-REtATEAZ
ZZRETCATR
Ms. Li Qingchen (Note 7) 11122015 14.12.2015-10.12.2026 023 - 100,000,000 = = (90,000,000) 10,000,000
FERIL(HET) ZZ-EEtCAT-H Z5-REtATEAZ
ZRoRFT-ATH
Mr. Xu Xiaoping (Note 8) 11122015 14.12.2015-10.12.2026 023 o 100,000,000 = = (90,000,000) 10,000,000
WINERAE(H3te) ZZ-EEtCAT-H Z5-REtATEAZ
ZZRETCATR
Sub-otal - 600,000,000 - - (540,000,000 60,000,000
5
Employees
&8
In aggregate 11122015 16.12.2015-10.12.2025 023 - 400,000,000 = (26,000,000 (337,500,000 37,500,000
Ajt ZF-RFt-AT-R “T-REtRRAZ
ZRoRFT-ATH
Totdl - 1,000,000,000 - (25,000,000 (877,500,000) 97,500,000
5t
Weighted average exercise price HK80.23
METHRE 02387
Weighted average remaning contractual Ife 10.5years
METSHRANES 1055
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Notes:

1. Number of the Shares that can be subscribed for upon exercise of the outstanding
share options stated in table above and exercise price are restated taking into
adjustments as a result of the Share Consolidation which took place on 15 March
2016.

2. The option period of the share options granted on11 December 2015 is 10 years
without the vesting period being attached.

3. Mr. Chan Wai Kit resigned as an executive Director on 11 July 2016.

4. Ms. Wong Chi Yan resigned as an executive Director on 18 July 2016.

5. Mr. Zhang Xiaozheng resigned as an executive Director on 18 May 2016.
6. Ms. Wang Jun resigned as an executive Director on 19 September 2016.
7. Ms. Li Qingxhen resigned as a non-executive Director on 20 June 2016.
8. Mr. Xu Xiaoping resigned as a non-executive Director on 4 July 2016.

As at 30 June 2016, the total number of shares of the Company
available for issue under the Share Option Scheme was 150,000,000
shares (including 97,500,000 Shares to be issued upon exercise
of the outstanding share options granted under the Share Option
Scheme), representing approximately 8.3% and 8.3% of the Shares in
issue as at 30 June 2016 and 26 September 2016, being the date of
this annual report, respectively.

During the year, the Group recognized the share-based payment
expenses of approximately HK$6.6 million in relation to the Share
Options granted.
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The weighted average fair value of each share option granted during
the year was HK$0.066. The fair value of the share options has been
determined based on the Trinomial Option Pricing Model estimated by
an independent professional valuer. The fair value of the share options
issued by the Company during the year was approximately HK$6.6
million. The following significant assumptions were used to derive the
fair value:

HARERNSHERE 2 NEFEH AT
B /00668 7T - BERE 2 A FERER
B EEAEMGEH =BG EEE
BAETE - ARFFRBTHEREZD
B4 56,600,000/ 7T © AFETIHIE
TERBREEH

As at the date

of grant
of the Share
Options
RERERL A
Underlying stock price (HK$) G
Exercise price (HK$) IEECEIT)
Risk-free rate (%) 2 3 B8 ) 2R (%)
Annualised dividend yield (96) FE B EHE%)
Expected volatiity of underlying share (%) B D 2 TEERR 1R (%)
Expected life (Year) TEEAFHA(S)

(2
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The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not necessarily be
the actual outcome. No special features pertinent to the Share Options
issued were incorporated into the measurement of the fair value.

Share Warrants

On 20 December 2014, the Company issued 2,000,000,000 unlisted
warrants (the “Share Warrants”) at the subscription price of HK$0.02
per warrant, which entitled the holder of each warrant to subscribe for
one ordinary share of the Company at an exercise price of HK$0.1343
per share (as adjusted by the completion of the Share subdivision
of the Company on 17 November 2014 and the completion of the
Open Offer on 9 December 2015) at any time during a period of 12
months commencing from the date immediately after three months
from the date of the subscription agreement. No Share Warrants were
exercised up to the expiry date. The Share Warrants expired on 28
January 2016.
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DIRECTORS AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

Save as disclosed below, as at 30 June 2016, none of the Directors and
the chief executive and their respective associates had or was deemed to
have any interests or short positions in the shares, underlying shares and
debentures of the Company or its associated corporations (within of the
meaning of Part XV of the Securities and Futures Ordinance (the “SFQO”),
which were required (a) 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 were taken or deemed to have under
such provisions of the SFO); (b) pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or (c) to be notified to the Company
and the Stock Exchange pursuant to Rules 5.46 to 5.68 of the GEM Listing
Rules.

Interests in share options

Outstanding

EERFRITHRARRELFIRMR

HRERTHERRIRE
BRTIXHEEEIN RZFE—RERA=T

B SEZRIBTBABRESEANME
ALTHEBERARRSERBZE(EERLE S
K BB GBI ([ 7 75 R AR R ) EXVER) #I A
0 HERN RESFPREE IR EREEG QR
RS MHIEIROIEXVERET M8 B RER
MEARR RN ERERIAR (B
RIZRE 7 LR IRGIA BIRUE SR E (EAR
TERB R FOAR)  ORIRE S KB RD]
55 302G 7R RCER I B& SR P B A1 1O & R 11 0 (E 1)
R SORE ¢ R(OBIRRIER EMARAFS.46
R 555 6815 A M & AN 7] K Bt 32 P ) (£ fal 4
WIKR °

RiEkigziea

Approximate percentage
of the underlying
shares to the share capital

Type of shares option of the Company as at

Name interests as at 30 June 2016 30 June 2016

i

—E-REF

i ~A=+AH

ZE-RF HERAR G5

ANA=1+H LERNE

o RATHEZ Rz

HE EmER fB R AE BMYOBDE

Chan Wai Kit Personal 10,000,000 0.56%
BRIE 4 fEA

Wong Chi Yan Personal 10,000,000 0.56%
BER fEA

Wang Jun Personal 10,000,000 0.56%
7 EA

Xu Xiaoping Personal 10,000,000 0.56%
(EUNE {[EVN
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SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at 30 June 2016, no person other than certain
Directors or chief executive of the Company had any interests or short
positions in the shares, underlying shares and debentures of the Company
as recorded in the register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO, or which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO or who were directly or indirectly interested in 5% or more of
the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any member of the Group.

FERR

BRTXPEEEIN  RE—RFRAA=T
B MEEFAAL(RRARETESHIETR
ABBRINRARTRS - BRI RESH
B RSN R AIREREZ M B 5P 533615
MEENTERRECMEOEAERIOKE
HARBRE 77 BRI EXVERF 2 537 7Y
{FEBRARR R EOE IS SRR - Xk
B R REERES TR R (NSRS
ATRAEBEAKEARNBRRAE LRE
EVRER) EVEES%EIA_F eSS o

Name of Total Percentage of
the company number of total issued
in which ordinary Long/short share capital
Name of Shareholder interest is held Capacity shares position in the Company
ERDAZH
REFEERESR BRITRA
B NARER L) EEREY #R/ KR BAL
China Eastem Clean Energy The Company Beneficial owner 583,600,000 Long 32.42
Investment Corporation
(‘CECE") (Note 1)
RER B RERIRE /NG ERBEAA HE
AR 2AA)([CECE]) (Hi7E1)
China Everspring Technology The Company Interested in controlled corporation 583,600,000 Long 32.42
Holding Limited (Note 1)
China Everspring Technology A7) R EER iE
Holding Limited (FffE1)
Keytone Ventures, L.P. (Note 1) The Company Interested in controlled corporation 583,600,000 Long 32.42
Keytone Ventures, LP.(fifzf1)  ARA7 REHEEER e
Chu Haidong (Note 1) The Company Interested in controlled corporation 583,500,000 Long 32.42
R (fEE) FANG] Rt EEER 35}
Chu Haitao (Note 1) The Company Interested in controlled corporation 583,600,000 Long 32.42
R (M) NN R EE R HE
Yu Qing (Note 1) The Company Interests of spouse 583,500,000 Long 32.42
FE (M) VYNG] [EL: 3o e
Zhang Jingkai (Note 1) The Company Interests of spouse 583,500,000 Long 32.42
s el (Pt T) PN/ fLBER HE
Yang Jisheng (Note 2) The Company Beneficial owner 265,125,000 Long 14.73
HEB(ME?) /NG ExBERA HE
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Name of Total Percentage of
the company number of total issued
in which ordinary Long/short share capital
Name of Shareholder interest is held Capacity shares position in the Company
ERDAZH
REFEERESR BRITRE
BRREE NARER 5t EEREY #E/ %A BA
Huang Yuzhen (Note 2) The Company Interests of spouse 265,125,000 Long 14.73
5B (M:t2) NN B HE
China New Energy Power Group  The Company Interested in controlled corporation 192,190,000 Long 10.68
Ltd. (Note 3)
HRETRERB N REERAR  ARF Rt EEER 3}
GER)
Zhao Han (Note 4) The Company Beneficial owner 120,000,000 Long 6.07%
e (feTa) ART EREAA e
Gao Ll (Note 4) The Company Interests of spouse 120,000,000 Long 6.07%
EAIF(Frera) NN R B e
Notes: B3 -

Of these 583,500,000 Shares, 510,000,000 Shares relate to the Acquisition Agreement,
pursuant to which, Opulent Wise conditionally agrees to purchase and CECE conditionally
agrees to sell the Sale Shares, which represent 40% equity interest in the Target Company
at a total consideration of HK$81 million which is payable as to (i) HK$5 million in cash within
5 Business Days from the date of the Acquisition Agreement as refundable deposit; (i)
HK$51 million by procuring the Company to allot and issue 51 million Consideration Shares
at an issue price of HK$0.1 per Consideration Share at Completion; and (iii) the remaining
Consideration of HK$25 million in cash at Completion.

On 16 August 2016, Opulent Wise, CECE and the Guarantors mutually agreed that ()
the Acquisition Agreement was terminated due to the slower than expected development
progress of the Target Group; (ii) all the rights or obligations of the parties under the
Acquisition Agreement are released and discharged and no party would have any claims
against each other; and (iii) the refundable deposit of HK$5 million shall be refunded to
Opulent Wise from the Vendor.

As such, the long position in relation to 510,000,000 Shares was cancelled on 16 August
2016.

As at 30 June 2016, CECE was owned as to 42.28% by China Everspring Technology
Holding Limited, 52.63% by Keytone Ventures, L.P. and the remaining by independent
third party. China Everspring Technology Holding and Keytone Ventures, L.P. were
deemed to be interested in the 583,500,000 Shares held by CECE. China Everspring
Technology Holding Limited was owned as to 50% and 50% by Chu Haidong and Chu
Haitao. Therefore each of Chu Haidong and Chu Haitao is deemed to be interested in
583,500,000 Shares under the SFO. Ms. Zhang Jingkai and Ms. Yu Qing being the
spouse of Chu Haidong and Chu Haitao respectively, were also deemed to be interested
in the 583,500,000 Shares to which Mr. Chu Haidong and Chu Haitao was interested in.

R 5% % 583,500,000 A% A% 3 &+ 510,000,000 AR A%
HHEKERZEE Bt - WEEKEREEEM
CECEE 1§14 R B & & I n (15 B 122 8140% A%
) - #R(EA81,000000/8 7T © REBRUTHR
SR EREAHERAEASERRNBE S
5,000,000/ TT1E A RLRIBIZS ; ()R T R @BRE
RRATHEERRERGONBIT 2 BEITERERBET
57,000,0008% R (B %5 3 1:451,000,0004 7T + (i) A
TERKEF AR & 3 -8R T~ 1R fB25,000,0007 7T ©

RZZT—RENATAA - BE « CECERERAM
HERE(®RIEWERSE  REARBESENEREER
TERTEEEE (VB REET AT AREFREE
BEF@REkERBEA—ABTAERAS—HRER
E : Ri)EH MRS REB AR ER$5,000,00074

°

d m

F it + A R8510,000,000l M 2 FEER =T —X
FNA+/NHEH -

R=ZZT—A~"FXNA=+H ' CECEJ & China
Everspring Technology Holding Limited  }&  Keytone
Ventures. L.P. 53 Bl 3 % 42.28% K& 52.63% * M & T~
ABIYE=FHEHA o China Everspring Technology
Holding Limited & Keytone Ventures. L.P. # 1% & »%
CECE AT #5 583,500,000 8% f% 17 & # B # % ° China
Everspring Technology Holding Limited £ # /& 3 & #
RS RIFAE0%K50% © At - BIREH KL K
Bl - #8183 k188 E S BT A7 583,500,000/% ik
BEERER - KRR ZERTFBELRLE AR AEER
REBBZERE - TR ANEER LA RST S
5 R 2 583,500,000/% A& 4 R A A 2 ©
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2. Ms. Huang Yuzhen is the spouse of Mr. Yang Jisheng. Ms. Huang Yuzhen is deemed to
be interested in 14.73% interests in the share capital of the Company under the SFO.

3. China New Energy Power Limited directly holds 100% interest in Source Peak Limited.
China New Energy Power Limited is deemed to be interested in 4.08% interests in the
share capital of the Company which are beneficially owned by Source Peak Limited under
SFO. China New Energy Power Limited indirectly holds 100% interest in Legito Company
Limited. China New Energy Power Limited is deemed to be interested in 6.59% interests in
the share capital of the Company which are beneficially owned by Legito Company Limited
under SFO.

4, Ms. Gao Lili is the spouse of Mr. Zhao Han. Ms. Gao Lili is deemed to be interested in
6.07% interests in the share capital of the Company under the SFO.

PURCHASE, SALE OR REDEMPTION OF THE SHARES

During the year ended 30 June 2016, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Shares.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors, at least 25% of the Company’s total issued
share capital was held by the public during the year ended 30 June 2016.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's articles
of association and the laws of Cayman lIslands, which would oblige the
Company to offer new Shares on a pro-rata basis to existing Shareholders.

COMPETING INTERESTS

During the reporting period and up to date of this annual report, none of the
Directors, controlling shareholders and their respective associates as defined
under the GEM Listing Rules is interested in any business which competes
oris likely to compete, directly or indirectly, with the business of the Group.

CONNECTED TRANSACTION
Vessels Cleaning Service Contract

On 21 October 2014, PPS entered into the Vessels Cleaning Service
Contract (“Services Contract”) with Niko Cleaning Services Limited (“Niko”),
pursuant to which PPS agreed to outsource and engage Niko to provide
certain vessels cleaning services for Customer X in Macau for a period of two
years commencing from 1 November 2014 to 31 October 2016.
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Niko is owned as to 60% by Mr. Fan Shek Cheong Allan (“Mr. Fan”), and
40% by Ms. Fan Sheung Ting, Maria (“Ms. Fan”), Mr. Fan was the chairman,
an executive director and a substantial shareholder of the Company until 2
December 2014 and the father-in-law of Mr. Wong Yin Jun, Samuel (‘“Mr.
Wong’). Ms. Fan was a non-executive director and a substantial shareholder
of the Company until 26 September 2014 and 2 December 2014
respectively, the daughter of Mr, Fan and lawful wife of Mr. Wong. Mr. Wong
is the key management of the Group and the director of PPS respectively.
Accordingly, Niko was a connected person of the Company and the vessels
cleaning services contemplated under the Service Contract constituted a
continuing connected transaction of the Company pursuant to the Chapter
20 of the GEM Listing Rules.

For the year ended 30 June 2016, the total amount of vessels cleaning
services fee paid under the Services Contract was approximately
HK$4,764,000. The vessels cleaning services fee was determined by PPS
and Niko after arm'’s length negotiations with reference to (i) the historical
fransaction amounts in relation to the vessels cleaning services between
Customer X and Niko; (i) the historical transaction amounts in relation to the
vessels cleaning services between Customer X and PPS; (i) the historical
fransaction amounts in relation to the vessels cleaning services between
PPS and Niko; (iv) the scope of the vessels cleaning services; and (v) the
prevailing growth in labour cost and other expected costs including material
and equipment costs.

The independent non-executive directors of the Company have reviewed the
continuing connected transaction and have confirmed that the continuing
connected transaction were entered into (i) in the ordinary and usual course
of business of the Group; (i) on normal commercial terms or, if there are
not sufficient comparable transactions to judge whether they are on normal
commercial terms, on terms no less favourable to the Group than terms
available to or from (as appropriate) independent third parties; and (iii) in
accordance with the relevant agreements governing them on terms that are
fair and reasonable and in the interests of the shareholders of the Company
as a whole.

The Company’s auditors were engaged to report on the Group's continuing
connected transaction above in accordance with Hong Kong Standard
on Assurance Engagements 3000 “Assurance Engagements Other Than
Audits or Review of Historical Financial Information” and with reference to
Practice Note 740 “Auditor's Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. The auditors have issued their unqualified
letter containing their findings and conclusions in respect of the continuing
connected transaction disclosed above by the Group in accordance with
Rule 20.54 of the GEM Listing Rules. A copy of the auditors’ letter has been
provided by the Company to the Stock Exchange.
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Saved as disclosed above, there is no related party transaction as set out in
note 41 to the consolidated financial statements that falls under the definition
of “connected transaction” or “continuing connected transaction” in Chapter
20 of the GEM Listing Rules. The Company has complied with the disclosure
requirements in accordance with Chapter 20 of the GEM Listing Rules.

The material related party transactions are set out in note 41 to the
consolidated financial statements.

CORPORATE GOVERNANCE

Details of the Group's corporate governance practices are set out in the
“Corporate Governance Report” section on pages 51 to 63 of this annual
report.

EVENTS AFTER THE REPORTING PERIOD

The possible acquisition of the 40% equity interest in China Eastern Clean
Energy Corporation at a consideration of HK$81 million (the “Possible
Acquisition”) was terminated on 16 August 2016. Details of the termination
of the Possible Acquisition are set out in the paragraph of “Material
Acquisitions of Subsidiaries and Affiiated Companies” in the section headed
“Management Discussion and Analysis” of this annual report.

AUDITORS

The consolidated financial statements for the year ended 30 June 2016
have been audited by HLB Hodgson Impey Cheng Limited which shall retire
and, being eligible, offer itself for re-appointment at the forthcoming AGM. A
resolution to re-appoint HLB Hodgson Impey Cheng Limited and to authorise
the Directors to fix its remuneration will be proposed at the forthcoming AGM.

On behalf of the Board

Ye Jingyuan
Chief Executive Officer and Executive Director

Hong Kong, 26 September 2016

50

PPS International (Holdings) Limited Annual Report 2016

B EXFREES - SRAMBEHRERMELFAE
BRE X HAIFRIFER EMRAF20FFARE
ZBER S | [FHERER S ] - ARFIER
BIER ERAF20FETHBKRERTE -

EXEENRZENEA M BERRMEL

(=]
EREARRFBHNAFRFS1R
[EEERRE IZE -

REMREER®ER

Al BEIR R (B 81,000,000/ T B B3R 77 752
BERAMR A BA0%MHE ([ REREEEE ) ER
—E—RFENATSRALLE - BREFAEREES
R FHBERAFR [EEE TR & DT
— 8z [EREBRAR BB ARMNEXIE
BHE|-K-

5 L

BHE_T-R"ERA=THILFENGEHTE
BREHEHSHMEFAAERATNER -
e EEMARA RN EERRBFA
BRI EHAERYLMBRTERE - ARF
HREERREFAEL  RERBRENZR
BRESHMEEMBERARLREESET
HBE -

REREZFS

=R
TR TTEE

B =T REAAZTRE



CORPORATE GOVERNANCE REPORT Tt ¥(EB(WME

CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining high standards of corporate
governance in order to uphold the transparency of the Group and safeguard
interests of the Shareholders.

The Board hereby presents this Corporate Governance Report for the year
ended 30 June 2016.

The Company has applied the principles and code provisions in the
Corporate Governance Code and Corporate Governance Report (the
‘Code”) as set out in Appendix 15 to the GEM Listing Rules.

In the opinion of the Board, the Company has complied with the Code and
the GEM Listing Rules for the year ended 30 June 2016 and up to the date of
this annual report, except for the deviations of the following Codes and GEM
Listing Rules.

()

(i)

Under the Code provision A.2.1, the roles of chairman and chief
executive officer should be separated and should not be performed
by the same individual. During the year under review, the roles of
chairman of the Board and chief executive officer of the Company were
performed by the same executive Directors. Following the resignation
of Mr. Chan Wai Kit as an executive Director, the chairman of the Board
and the chief executive officer of the Company on 11 July 2016 and up
to the date of this annual report, no chairman of the Board is appointed
by the Company and the chief executive officer of the Company is
performed by the executive Director, Mr. Ye Jingyuan. The Company
considered that under the supervision of its Board and its independent
non-executive Directors, a balancing mechanism existed so that the
interests of the Shareholders were adequately and fairly represented.
The Company considered that there was no imminent need to change
the arrangement.

Under the Code provision A.2.7, the chairman of the Board should
at least annually hold meetings with the non-executive Directors
(including independent non-executive Directors) without the executive
Directors present. During the year under review, the chairman of
the Board did not hold such kind of private meetings with the non-
executive Directors. The chairman of the Board considered that it
was unnecessary as it would be more transparent to let the non-
executive Directors speak out their views to all executive Directors
in the full Board meetings which would be held at least four times a
year. Besides, the chairman of the Board, being an executive Director
himself, always welcomes all non-executive Directors to directly
communicate with him via his email or phone to discuss any matters of
the Company from time to time.
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(i)

(iv)

52

The Code provision A.4.1 stipulates that all non-executive Directors
should be appointed for a specific term, subject to re-election.
Currently, all non-executive Directors, including the independent
non-executive Directors are not appointed for a specific term. They
are, however, subject to the retirement by rotation and re-election of
directors in the articles of association of the Company. Since their
appointment will be reviewed when they are due for re-election, the
Board considers that sufficient measures have been taken to ensure
that the Company’s corporate governance practices are no less
exacting than those set out in the Code.

Under the Code provision F1.1 and the Rule 5.14 of the GEM Listing
Rules, the Company is required to appoint a qualified individual as its
company secretary to discharge the functions of company secretary
of the Company. Following the resignation of Ms. Wong Chi Yan
("Ms. Wong") as the company secretary of the Company on 18 July
2016, the Company has not appointed the company secretary of
the Company in accordance with the Code provision F1.1 and the
Rule 5.14 of the GEM Listing Rules. The Board would make its best
endeavour to identify a qualified individual to be appointed as the
company secretary of the Company in accordance with the Code
provision F1.1 and the Rule 5.14 of the GEM Listing Rules. Further
announcement will be made by the Company in relation to such
appointment as and when appropriate.

Under the Rule 18.66 of the GEM Listing Rules, the Company is
required to upload and publish the quarterly report within 45 days
after the end of the relevant financial period. The third quarterly report
of the Company for the nine months ended 31 March 2016 (the “3rd
Quarterly Report”) was not uploaded to the website of the HKEX within
45 days from 31 March 2016 due to an inadvertent mistake made by
the printer of the Company which was failure to follow the Company’s
instruction to upload the 3rd Quarterly Report to the website of the
HKEX on 13 May 2016. The Company raised its serious concems to
the printer of the Company immediately and emphasized that such
mistake was completely inacceptable and proposed to the printer
of the Company to mark on their to-do list for any outstanding tasks
they should have done for their clients in order to prevent any such
mistake happening again. The Company also reminded each of the
staff handling the upload of documents to the HKEX to double check
the upload status in order to prevent any inadvertent mistake made by
the printer of the Company again.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
fransactions by Directors on terms which are the same as the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules.

The Company pericdically issues notices 1o its Directors reminding them of
the general prohibition on dealing in the Company’s listed securities during
the blackout periods before the publication of announcements of financial
results.

The Company has confirmed, having made specific enquiry of the Directors,
that all the Directors have complied with the required standards of dealings
and its code of conduct regarding securities transactions by Directors
throughout the period under review. The Company was not aware of any
non-compliance in this respect throughout the year ended 30 June 2016.

RESPONSIBILITIES, ACCOUNTABILITIES AND
CONTRIBUTIONS OF BOARD OF DIRECTORS

The Board is accountable for promoting the success of the Company by
directing and supervising its affairs in a responsible and effective manner.
Each Director has a duty to act in good faith and in the best interests of the
Company. Matters reserved for the Board include, but not limited to:

° approval of the Group'’s long term strategy, policies and annual
budgets;

° oversight of the Group’s operations and management;

° approval of any significant changes in accounting policies or practices;

° approval of major changes to the Group’s corporate structure,
management and control structure;

° approval of quarterly, interim and annual results;
° responsible for interal control and risk management; and

° approval of matters in relation to Board membership and Board
remuneration.
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As at 30 June 2016, the Board comprised nine Directors, including five
executive Directors, one non-executive Director and three independent
non-executive Directors and at least one of the independent non-executive
Directors has appropriate professional qualifications, or accounting or related
financial management expertise in order to achieve a diverse Board to
enhance the quality of its performance. Subsequent to 30 June 2016 and up
to the date of this annual report, one executive Director was appointed on 4
July 2016, one executive Director resigned on 11 July 2016, one executive
Director resigned on 18 July 2016, one executive Director resigned on 19
September 2016 and one non-executive Director resigned on 4 July 2016.
Members of the Board have been decreased to six. As at the date of this
annual report, the composition of the Board is set out as follow:

Executive Directors

Mr. Ye Jingyuan (Chief Executive Officer)
Mr. Tse Man Yiu
Ms. Ding Pingying

Independent Non-Executive Directors

Mr. Chui Chi Yun, Robert
Mr. Kwong Tse Ching, Jack
Mr. Huang Ke

Biographical details of the Directors are set out in the “Biographical Details of
Directors and Senior Management” section on pages 27 to 29 of this report.

The Company has arranged appropriate insurance covering for its Directors.

There are no relationships (including financial, business, family or other
material or relevant relationships) among members of the Board.

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of his independence pursuant to Rule 5.09
of the GEM Listing Rules. The Company considers all of the independent
non-executive Directors are independent. None of the independent non-
executive Directors has served the Company for more than 9 years.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions specified in Code
Provision D.3.1, which include reviewing the Company’s corporate
governance policies and practices, the continuous professional development
of the Directors and senior management, our Company's policies and
practices on compliance with legal and regulatory requirements (including the
GEM Listing Rules) and the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report.
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DIRECTORS’ TRAINING AND PROFESSIONAL
DEVELOPMENT

Every Director keeps abreast of responsibilities as a director of the Company
and of the conduct, business activities and development of the Company.

The Directors are aware of the requirement under the code provision A.6.5
of the Code regarding continuous professional development. During the
year, the Company had arranged a training session to all Directors in regards
to director's duty which was conducted by an external professional firm. In
addition, Directors also reviewed the reading materials related to corporate
governance and regulations that provided to them concerning latest
developments in corporate governance practices and relevant legal and
regulatory developments.

DIRECTORS’ APPOINTMENTS, RE-ELECTION AND
REMOVAL

Each of the executive Directors were appointed without a specific
employment tenure, but subject to retirement by rotation and re-election at
the AGM pursuant to the articles of association of the Company.

Each of the independent non-executive Directors were appointed without
a specific employment tenure, but subject to retirement by rotation and re-
election at the AGM pursuant to the articles of association of the Company.

In accordance with the articles of association of the Company, at each
AGM one third of the Directors for the time being shall retire from office by
rotation provided that every Director shall be subject to retirement by rotation
at least once every three years. Such retiring Directors may, being eligible,
offer themselves for re-election at the AGM. All Directors appointed by the
Board to fill a casual vacancy shall hold office until the first general meeting
of Shareholders after their appointment and be subject to re-election at
such meeting and all Directors appointed by the Board as an addition to the
existing Board shall hold office only until the next following AGM and shall
then be eligible for re-election.

In accordance with the articles of association of the Company,
notwithstanding anything to the contrary in other clauses in the articles of
association of the Company or in any agreement between the Company
and such Directors (but without prejudice to any claim for damages under
any such agreement), the Directors can be removed from office by notice
in writing served upon him or her signed by not less than three-fourths in
number of the total number of Directors then in office (or, if that is not a round
number, the nearest lower round number) and for the avoidance of doubt,
the counting of the total number of Directors then in office shall include such
Director subject to the proposed removal.

None of the Directors has a service contract with any member of the Group
which is not determinable by the relevant employer within one year without
payment of compensation, other than statutory compensation.
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BOARD COMMITTEES

The Board has established three committees, namely audit committee (the
“Audit Committee”), nomination committee (the “Nomination Committee”)
and remuneration committee (the “Remuneration Committee”), to oversee
particular aspects of the Company’s affairs. Their respective terms of
reference are set out in the Company’s website.

Audit Committee

The Company has established the Audit Committee on 28 May 2013 with
terms of reference in compliance with paragraph C3.3 of the Code.

The primary duties of the Audit Committee include, among other things,
reviewing and supervising the financial reporting process and interal control
systems, as well as the overall risk management of the Group, reviewing
the consolidated financial statements and the quarterly, interim and annual
reports of the Group, and reviewing the terms of engagement and scope of
audit work of the external auditors.

The composition of the Audit Committee during the year and up to the date
of this annual report is as follows:

Mr. Chui Chi Yun, Robert (Chairman)

Mr. Kwong Tsz Ching, Jack (appointed on 25 April 2016)

Mr. Huang Ke (appointed on 1 March 2016)

Mr. Chow Chun Hin, Leslie (appointed on 23 September 2015 and
resigned on 25 April 2016)

Mr. Chen Kwok Wang (retired on 4 February 2016)

Mr. Chan Chi Tong, Kenny (retired on 4 February 2016)

The members of the Audit Committee possess diversified industry
experience and the chairman of the Audit Committee has appropriate
professional qualifications and experience in accounting matters.

The Audit Committee has reviewed with the management of the Group the
financial and accounting policies and practices adopted by the Group, its
internal controls and financial reporting matters and the above audited annual
results of the Group for the year ended 30 June 2016.
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The Audit Committee held five meetings during the year under review. Details
of the attendance of the Audit Committee meetings are as follows:

Members Attend/
Eligible to attend

Mr. Chui Chi Yun, Robert 5/5

Mr. Kwong Tsz Ching, Jack 1/1

Mr. Huang Ke 1/1

Mr. Chow Chun Hin, Leslie 4/4

Mr. Chen Kwok Wang 3/3

Mr. Chan Chi Tong, Kenny 3/3

Nomination Committee

The Company has established the Nomination Committee on 28 May 2013
with terms of reference in compliance with paragraph A.5.2 of the Code.
The primary duties of the Nomination Committee include reviewing the
structure, size and composition of the Board, identifying and nomination of
directors and making recommendations to the Board on appointment and re-
appointment of Directors.

The composition of the Nomination Committee during the year and up to the
date of this annual report is as follows:

Mr. Chui Chi Yun, Robert (Chairman)

Mr. Ye Jingyuan (appointed on 20 June 2016)

Mr. Kwong Tsz Ching, Jack (appointed on 25 April 2016)

Mr. Huang Ke (appointed on 1 March 2016)

Mr. Chan Wai Kit (appointed on 19 October 2015 and
resigned on 11 July 2016)

Mr. Chow Chun Hin, Leslie (appointed on 23 September 2015 and
resigned on 25 April 2016)

Mr. Chan Chi Tong, Kenny (retired on 4 February 2016)

Mr. Chen Kwok Wang (retired on 4 February 2016)

The Company recognises and embraces the benefits of having a diverse
Board to enhance the quality of its performance in compliance with
paragraph A.5.6 of the Code.

When identifying suitable candidates for directorship, the Nomination
Committee shall carry out the selection process by making reference to the
skills, experience, education background, professional knowledge, personal
integrity and time commitments of the proposed candidates, and also the
Company's needs and other relevant statutory requirements and regulations.
Qualified candidates then be recommended to the Board for approval.
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The Nomination Committee held eight meetings during the year under review.
Details of the attendance of the Nomination Committee meeting are as
follows:

Members Attend/
Eligible to attend

Mr. Chui Chi Yun, Robert 8/8

Mr. Ye Jingyuan 1/1

Mr. Kwong Tsz Ching, Jack 3/3

Mr. Huang Ke 3/3

Mr. Chan Wai Kit 6/8

Mr. Chow Chun Hin, Leslie 2/2

Mr. Chan Chi Tong, Kenny 4/4

Mr. Chen Kwok Wang 3/4

Remuneration Committee

The Company has established the Remuneration Committee on 28 May
2013 with terms of reference in compliance with paragraph B.1.2 of the
Code.

The primary duties of the Remuneration Committee include, among other
things, formulating and making recommendations to the Board on the
remuneration policy, determining the specific remuneration packages of all
executive Directors and senior management and making recommendations
to the Board of the remuneration of non-executive Directors.

The composition of the Remuneration Committee during the year and up to
the date of this annual report is as follows:

Mr. Chui Chi Yun, Robert (Chairman)

Mr. Ye Jingyuan (appointed on 20 June 2016)

Mr. Kwong Tsz Ching, Jack (appointed on 25 April 2016)

Mr. Huang Ke (appointed on 1 March 2016)

Mr. Chan Wai Kit (appointed on 19 October 2015 and
resigned on 11 July 2016)

Mr. Chow Chun Hin, Leslie (appointed on 23 September 2015 and
resigned on 25 April 2016)

Mr. Chan Chi Tong, Kenny (retired on 4 February 2016)

Mr. Chen Kwok Wang (retired on 4 February 2016)
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The Remuneration Committee held 10 meetings during the year under
review. Details of the attendance of the Remuneration Committee meetings
are as follows:

Members Attend/
Eligible to attend

Mr. Chui Chi Yun, Robert 10/10

Mr. Ye Jingyuan 1/1

Mr. Kwong Tsz Ching, Jack 3/3

Mr. Huang Ke 3/3

Mr. Chan Wai Kit 6/8

Mr. Chow Chun Hin, Leslie 2/2

Mr. Chan Chi Tong, Kenny 6/6

Mr. Chen Kwok Wang 5/6

ATTENDANCE RECORDS OF MEETINGS

The Board is scheduled to meet regularly at least four times a year, and
Directors shall receive at least 14 days prior written notice of such meetings in
compliance with paragraph A.1.71 of the Code. Agendas and accompanying
papers are sent before the Board meetings to ensure that the Directors are
given sufficient time to review the same.

During the year under review, the Board held 35 regular board meetings and
1 general meeting. The Directors attended those meetings in person, by
phone or through other electronic means of communication.
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The individual attendance record of each Director at the meetings duringthe  REIBEFEANSEE Y FARILE B LEEHT

year under review is set out below: mr
Members Attend/ i/
Eligible to attend RERLRRE
Board General gzg

Name of Directors Meeting Meeting BEpE 8% REA®

Executive Directors BES

Mr. Ye Jingyuan (appointed on 20 June 2016) 2/2 0/0 ESRAEMZT—"E/A=TH 2/2 0/0

2R

Mr. Tse Man Yiu (appointed on 4 July 2016) 0/0 0/0 HAXREER_Z—"FLANREZE) 00 0/0

Ms. Wang Jun (appointed on 12 November 20/22 0N IEaT(R-F-RF+—A+=A 22/22 0/
2015 and resigned on 19 September EZEUR-F—~FNATNAET)
2016)

Ms. Ding Pingying (appointed in 1 June 2016) 4/4 0/0 TEELT(R=F—\E~A—HEZME) 4/4 0/0

Mr. Chan Wai Kit (resigned on 11 July 2016) 34/35 1/1 RERTE(R-T—~FLAT—HEE) 34/35  1/1

Ms. Wong Chi Yan (resigned on 18 July 2016)  35/35 1/1 BERNT(R-Z—"FrAT/\REHE) 35/36  1/1

Mr. Zhang Xiaozheng (appointed on 19 21/21 1/1 RNEEER-T-RF+ATAA 21/21 1/
October 2015 and resigned on 18 May EZARR 7 ERAT\AEHT)
2016)

Mr. Cao Zhiwen (resigned on 19 October 2/2 0/0 EEAER=E-RETATNA 2/2 0/0
2015) ﬁ%&)

Non-executive Directors FuTES

Mr. Xu Xiaoping (appointed on 22 October 21/21 1/1 BIEEER=E-RETAZt=A  21/21 1/
2015 and resigned on 4 July 2016) EZEUHN -5~ FtANAET)

Ms. Li Qingchen (appointed on 12 November — 20/20 0/1 PERZL(R=Z-RE+—ATZR 20/20 ON
2015 and resigned on 20 June 2016) EZATR-F—F A THET)

Independent Non-executive Directors BUkHTES

Mr. Chui Chi Yun, Robert 35/35 0/1 EFC ks 35/35 0/1

Mr. Kwong Tsz Ching, Jack 9/9 0/0 BrEnE(R—5—ENA-+HAE 9/9 0/0
(appointed on 25 April 2016) ZH)

Mr. Huang Ke (appointed on 1 March 2016) 12/12 0/0 BARE(RE—\FZA—-BEZE) 12/12 00

Mr. Chow Chun Hin, Leslie 22/22 0/1 B¥HEE(R-Z-RFAAZT=R 22/22 O/
(appointed on 23 September 2015 and EEIUR-_E—\FRA-1HA
resigned on 25 April 2016) BHE)

Mr. Chan Chi Tong, Kenny 1717 0/1 RELEE(RZT—F 1717 01
(retired on 4 February 2016) ~AMAEE)

Mr. Chen Kwok Wang 17/17 0/1 RERTE(R-T—F 1717 01
(retired on 4 February 2016) —RMARE)

All business transacted at the Board meetings and by written resolutons ZEZBE€ @& EUEMARRBREZAMEEHE
were well-documented. Minutes of the Board meetings and writen #A&7F1E - ARMEETEEST SR 200
resolutions are kept by the Company Secretary and are available to all REMERZEER @ WAIHAEEEERH -
Directors.
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ACCOUNTABILITY AND AUDIT

The Audit Committee has reviewed with the Board on the Company’s
consolidated financial statements for the year ended 30 June 2016. The
Directors acknowledge their responsibility for preparing the accounts and
presenting a balanced, clear and comprehensive assessment for the
Group’s performance, position and prospects. The Directors are not aware
of any material uncertainties relating to events or conditions that may cast
significant doubt upon the Group’s ability to continue as a going concemn.

The Company’s auditors, HLB Hodgson Impey Cheng Limited (‘HLB"),
acknowledge their reporting responsibilities in the independent auditor's
report to the consolidated financial statements of the Company for the year
ended 30 June 2016, which are set out in “Independent Auditors Report”
section on pages 64 and 65 of this report.

AUDITORS’ REMUNERATION

For the year ended 30 June 2016, the Company’s auditors, HLB, charged
the Group approximately HK$600,000 for the provision of audit services. No
non-audit services were provided by the Company's auditors for the year
ended 30 June 2016.

INTERNAL CONTROL

The Board is responsible for maintaining sound and effective internal control
systems to safeguard the assets of the Group and the Shareholders’
interests, as well as for reviewing the effectiveness of such systems.
The Board has delegated to the management the implementation of the
internal control systems and reviewing of all relevant financial, operational,
compliance controls, risk management functions, the adequacy of
resources, qualifications and experience of staff of the Company.

The Company have formed an internal control committee (the “Internal
Control Committee”) in February 2013, which comprises, the senior
management of the Group, responsible for conducting regular internal control
review of our Group and overseeing the functions of our Internal Control
Committee. The Board, through the review of the Interal Control Committee,
is satisfied that the Group has fully complied with the Code on the intermal
controls during the year.
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COMPANY SECRETARY

The company secretary is responsible for facilitating the Board's process and
communications among Board members and with the Shareholders and the
management, and advising the Board and its committees on all corporate
governance matters. She reports to the Board and/or the Managing Director
and his selection, appointment or dismissal shall be a Board decision.

The Directors have accessed to the advice and services of the company
secretary to ensure that board procedures and all applicable laws, rules and
regulations are followed. The company secretary took more than 15 hours’
professional training for the year ended 30 June 2016.

Following the resignation of Ms. Wong Chi Yan (“Ms. Wong”) as the
company secretary of the Company on 18 July 2016, the Company has not
appointed a qualified individual as the company secretary of the Company
in accordance with the Code provision F1.1 and the Rule 5.14 of the GEM
Listing Rules. The Board would make its best endeavour to identify a qualified
individual to be appointed as the company secretary of the Company in
accordance with the Code provision F1.1 and the Rule 5.14 of the GEM
Listing Rules. Further announcement will be made by the Company in relation
to such appointment as and when appropriate.

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an extraordinary
general meeting and to put forward proposals at
Shareholders’ meeting

Any one or more Members holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have the right,
by written requisition to the Board or the Secretary of the Company, to require
an extraordinary general meeting to be called by the Board for the transaction
of any business specified in such requisition; and such meeting shall be held
within two months after the deposit of such requisition. If within twenty-one
days of such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall reimbursed to the requisitionist(s) by the Company.
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Procedures by which enquiries may be put to the Board

Shareholders may send their enquiries and concerns to the Board by
addressing them to the Board or the company secretary of the Company
by mail at 24/F, SUP Tower, 75-83 King's Road, North Point, Hong Kong.
The company secretary of the Company is responsible for forwarding
communications relating to matters within the Board's direct responsibilities
to the Board and communications relating to ordinary business matters,
such as suggestions and inquiries, to the relevant executive officer of the
Company.

INVESTOR RELATIONS

The Company is committed to maintaining a high level of transparency and
employs a policy of open and timely disclosure of relevant information to the
Shareholders and the investing public. The Company’s corporate website is
www.hkpps.com.hk.

All corporate communication materials published on the GEM website
(http:/Avww.hkgem.com) are posted on the Company’s corporate website
as soon as practicable after their release. The Company’s constitutional
documents are also available on our website. No significant changes were
made to these documents during the year ended 30 June 2015. Information
on the website shall be updated on a regular basis.

Share registration matters shall be handled for the Shareholders by the
Company's share registrar, Tricor Investor Services Limited at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong.
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INDEPENDENT AUDITORS’ REPORT
B REEN RS

B st F oA R A
Hodgson Impey Cheng Limited

HLB

INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF

PPS INTERNATIONAL (HOLDINGS) LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of PPS Intemational
(Holdings) Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 66 to 183, which comprise the
consolidated statement of financial position as at 30 June 2016, and the
consolidated statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the 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.

Auditors’ responsibility

QOur responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.
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INDEPENDENT AUDITORS’ REPORT
B A EE RS

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments,
the auditors consider intemal control relevant to the entity's preparation of
consolidated financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Group as at 30 June 2016 and of its
financial performance and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Shek Lui
Practising Certificate Number: P0O5895

Hong Kong, 26 September 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

2= A 12 3¢
% =] jﬁé & IH\@%E l‘l&ﬁ % For the year ended 30 June 2016 BiE —ZT—/NFENA=ZTHILFE
2016 2015
—B-KR¥ —T-RF
Notes HK$’000 HK$'000
Bt FET FAET
Revenue WS 5 269,438 202,192
Cost of services BRIGAK 2N (241,175) (178,488)
Gross profit EF 28,263 23,704
Other income, other gains and losses and EAWA - EAnliizm
impairments 18 A SR 8 (2,372) (17,532)
Selling and marketing expenses HEREHA (5,968) (2,109)
Administrative expenses TR (70,473) (29,336)
Finance costs BhE R A 9 (912) (590)
Loss before taxation BRELAT 1A 10 (51,462) (25,863)
Income tax credit/(expenses) Fisfise, (FX) 11 257 (1,386)
Loss for the year FREER (51,205) (27,249)
Other comprehensive loss: Hib2MHEEIE :
ltems that may be reclassified HEgngasmoisEas
subsequently to profit or loss: AR :
Exchange differences arising REBINEBEE 2
on translating foreign operations MEH =R (577) (23)
Total comprehensive loss for the year FR2HEEIEELE (51,782) (27,272)
Loss for the year attributable to: THATEEFERERE
— Owners of the Company VNG 2N (51,058) (27,208)
— Non-controlling interests — JEIERR R A (147) (44)
(51,205) (27,249)
Total comprehensive loss for the year THATEEERNZ@EER
attributable to: Bz -
— Owners of the Company B YNCIEZZ=UN (51,635) (27,228)
— Non-controlling interests — IEERR R A (147) (44)
(51,782) (27,272)
restated
=7
Loss per share Sz EE
— Basic and diluted (HK cents) — B R #SE () 13 (2.19)

The accompanying notes form an integral part of these consolidated financial — BEFTHT sE Bk I Z42 8 I TERE A —3L 5 -
statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ﬁéﬁj%ﬂﬁiﬂv% As at 30 June 2016 R=—ZFE— X E/XA=1+H

2016
—E-XE
Notes HK$’000
BfaE FET
Non-current assets FRENEE
Property, plant and equipment M - BB KA 15
Goodwill S 16
Intangible assets mEEE 17
Restricted bank deposits SRR HIERITIEK 23
Current assets REBEE
Inventories FE 19 63
Trade receivables =l e 20 44,288
Deposits, prepayments and e BARER
other receivables EAbfEUGRIAR 21 23,646
Financial assets at fair value through BAFERTABZER
profit or loss TREE 22 18,454
Restricted bank deposits ZRREIRITIFK 23 3,867
Cash and cash equivalents BERReEEY 23 48,747
Tax recoverables AT EI B IR 1,598
140,663
Current liabilities REBEE
Trade payables B S ENRIA 24 12,285
Accruals, deposits received and other EEHER - Eldze &
payables H e FRIE 25 42,147
Bank and other borrowings HRITREAER 26 4,278
Obligations under finance leases BEMR S &E 27 330
Deferred revenue EE U = 28 8,052
Tax payables FERHIE 4,682
71,774
Net current assets REBEEFE 68,889
Total assets less current liabilities HEERABERE 129,108
Non-current liabilities FkRBAE
Obligations under finance leases BhE M SRR 27 499
Deferred taxation EIEFI IR 29 844
Bond Ex 30 9,342
10,685
Net assets EEFE 118,423

2015

—ET—RF

HK$'000
TAT

16,015
629
1,062
1,126

17,832

67
45,720

11,766

6,596
45,425

109,674

7,848

22,495
263
775

6,579
2,145

40,106
69,469

87,301

50
1,361
9,250

10,661

76,640
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BB R

As at 30 June 2016 R=—ZE—"ENA=1H

Equity

Capital and reserves attributable
to owners of the Company
Share capital
Reserves

R
EATEEABIEEERR
(G4
P
&

2016

—E—REF

Notes HK$’000
BisE FET
32 1,800

116,883

Equity attributable to owners of the Company
Non-controlling interests

ZAY/NCIE PN Y 3
FRIER R

118,683
(260)

Total equity

R

118,423

These consolidated financial statements were approved and authorised for
issue by the Board of Directors on 26 September 2016 and are signed on

pbehalf by:

Ye Jingyuan
Director

Tse Man Yiu
Director

The accompanying notes form an integral part of these consolidated financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Foreign
currency
translation
reserve

HHERRE
HKS000
T

Attributable to owners of the Company

Share
option
reserve
BhE
i
HKS000
T
Note d])
(hisk)

For the year ended 30 June 2016 HE—F

Retained
eamings/
(accumulated

losses)

fEzd/
(ZHER)
S0

Tin

Equity

attributable
to owners

of the

Company
KAAERA
g
HKB00

Tin

—RERAZTHIEFE

Total
equity

ER4E
HKB000

Tin

Asat 1uy 2014
Lossfor e year

Exchange iferences arising on fransiaion

foreign operations

H-E-BELA-A

ERER

BERNEREL,
EizE

18707
072

4467
072

]

04467

7249

s}

Total comprenensive loss for the year

Issue of warants
Transaction costs for issue
of warants
Non-conroling inferests arsing
on the acquistion of a subsidary

EnimsaAse

We-FHBATELN
s

072

g2
4000

(500

r212)

40000

(900)

Asat 30 June 2015 and
Ty 2015

Loss for the year

Bxchange difirences arsing on rensiaion

foreign operatons

M-E-1ERA=TER
“T-RELA-H

Engg
RHEIRAELL
EizE

=
=3

B

(61,06)

Total comprehensive loss
forthe year

Issue of shares pursuant to open affer
Transaction costs for open offer
I

Issue of shares purstiant fo share placing

Transaclon costs for share placing

Recogriton of equiy-setled
Share-Dased payments

Release upon lapse of share options

Release upon expiry of wanants

Non-contiling interests aising on the
acquistion of subsicares

ERREERLE

ﬁﬁﬂﬁ?ﬁ%ﬁ%ﬁ

REREIRAA
E%ﬁ%
RERERIRER

V7k%ﬁﬂﬂé%ﬁ

WEHBATEL RS

6625
(165

166
3950

86,000
Q1%
5,500

85,000
(2783

%50
13

6,62

(14

As at 30 June 2016

H=%-RERAZTH

(600)

6,459

(19890

118,683

18428
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mERBEER

Notes:

(@

The amount represents the difference between the nominal amount of shares issued by
the Company and the aggregate amount of share capital of subsidiaries acquired under
common control pursuant to the group reorganisation (the “Reorganisation”) in preparation
of the listing of the Company’s shares on the Growth Enterprise Market ("“GEM”) of the
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 17 June 2013.

The amount represents the amounts due to shareholders capitalised before the listing of
the Company’s shares on the GEM of the Stock Exchange.

The amount represented the net proceeds received from the issue of unlisted warrants of
the Company. This reserve will be transferred to the share capital and the share premium
account upon exercise of the unlisted warrants, where the unlisted warrants remain
unexercised at the expiry date, the amount recognised in the warrant reserve will be
released to the retained eamings. During the year ended 30 June 2016, the balance of this
reserve was transferred to the retained earnings account upon expiry of unlisted warrants
on 26 January 2016.

The amount represents the fair value of the actual or estimated number of unexercised
share options granted to employees of the Company recognised in accordance with the
accounting policy adopted for the equity-settled share-based payments.

The accompanying notes form an integral part of these consolidated financial
statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

n _\éiﬁﬁﬁéi

For the year ended 30 June 2016 EE —ZT— R NFNA=THILFE

Operating activities
LLoss before taxation
Adjustments for;
Depreciation of property, plant and equipment
Amortisation on intangible assets
Loss from termination of possible acquisition
Finance costs
Impairment losses on deposits and
other receivables
Impairment loss on goodwiill
Impairment loss on intangible assets
Unrealised loss on financial assets at fair value through
profit or loss
Reversal of provision for long service payment
Reversal of provision for untaken paid leave
Reversal of provision for claims
Written off of property, plant and equipment
Gain on disposal of property, plant and
equipment
Interest income
Share-based payment expenses

BEES

BRI A& R

AEBATRIA

M BERRETE
BB E SN
RIEATBEIE =R 2 B 1R
AR

B MM RKIERE
5t

BERERR
BEERERRE
BAERT ARZH
TRMEERERER
RO RHRG S EE

B ERIEEVE R M6
BERERE

W - BB KRB
HEWE - BEK
R

HEHA

VAR 7 S EEREA FRBA ST

Operating cash flows before movements in
working capital

Decrease in inventories

Decrease/(increase) in trade receivables

Increase in deposits, prepayments and
other receivables

Increase in trade payables

Increase in accruals, deposits received and
other payables

(Decrease)/increase in deferred revenue

BEELEPRLE
REng

FERD
BRI, (110)
me  ANRERELE
YR IR S A

B 5N IRE

FEETER - Bline MEM
FERRIRIE AN

BRI O ) /0

Cash used in operations

Interest paid

Interest element of finance lease rental payments
Hong Kong profits tax refund

Hong Kong profits tax paid

RLRPAARS
ERFE
MEMEHSON B
BABEMEBED
ENEBMEH

Net cash used in operating activities

REER A
REFE

2016

—
HK$’000
TR

(51,462)

6,338
243

912

1,000
629
838

(35)
6,625

(33,784)
4
2,184

(8,319)
4,366

8,150
(1,063)

(28,462)
(777)
(43)

(3,713)

(32,995)

2015

—ET—RF

HK$'000
TAT
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CONSOLIDATED STATEMENT OF CASH FLOWS

n _\éiﬁﬁﬁéﬂ%

For the year ended 30 June 2016 BEE —Z— NEXNA=1RHILEFE

Investing activities

Interest received

Decrease in restricted bank deposits

Proceeds from disposal of property, plant and
equipment

Loss from termination of possible acquisition

Purchase of property, plant and equipment

Purchase of financial assets at fair value through
profit or loss

Purchase of intangible assets

Net cash outflow from acquisition of subsidiaries

REES

B E

X R R TSR
HEWE - BELRE
FriS5R0R

RIEATBEIE =R BB

BEWE  BELERE

BERAHESAER
MEREE

BERVEE

WEMB AR ZESRH
R

Net cash used in investing acquisition of BEWEHEBATIFTA
subsidiaries HeFHE
Financing activities REEE

Proceeds from issue of warrants
Proceeds from issue of bond
Proceeds from issue of shares pursuant to open offer

Proceeds from issue of shares pursuant to share placing

Translation costs for share placing

Translation costs for open offer

Proceeds from obligations under finance leases
Proceeds from bank and other borrowings
Repayments of bank borrowings

Repayments of obligations under finance leases

BITRBREESHR
BITESFEHIR

REAFHREZTROME

IR

BB B ERITROAE

IR

BANBLER HARA
RABERHRA

B ETHEAYEPS IR
RITREAERAFRIEA
BRIRITREK
BERETHE AR

Net cash generated from financing activities RS SREIFTELE
HE&FHE
Net increase in cash and cash equivalents RERBSEEYILMNFE
Cash and cash equivalents at the beginning REVNEESRIRAE
of the year £E8Y

Effect of foreign exchange rate changes

SR BB E

Cash and cash equivalents at the end of the year

RERNRERREESEY

The accompanying notes form an integral part of these consolidated financial

statements.
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2016

—
HK$’000
TR

35
581

1,482

(3,442)

(19,898)
(969)

(31,955)

(54,166)

65,000

25,500
(813)
(2,733)
982
4,278
(263)
(978)

90,973

3,812

45,425

(490)

48,747

2015

—E—RF

HK$'000
TAET

47
1,183

209
(4,500)
(10,140)

BEM P FERE AR I 47 A IR A — 7B



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

1.

GENERAL INFORMATION

The Company was incorporated as an exempted company with limited
liability in the Cayman Islands on 31 May 2012. The registered office
of the Company is located at Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The principal
place of business is located at 24/F., SUP Tower, 75-83 King's Road,
North Point, Hong Kong. Its controlling shareholder is China New
Energy Power Group Limited, a company incorporated in Bermuda.

The Company had its primary listing on the GEM of the Stock
Exchange on 17 June 2013. The Company acts as an investment
holding company. Details of the principal activities of its principal
subsidiaries are set out in Note 18. The consolidated financial
statements are presented in thousands of units Hong Kong Dollars
(HK$'000), unless otherwise stated.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

The Group has applied the following amendments to HKFRSs issued

by the Hong Kong Institute of Certified Public Accountants (“HKICPA”")

for the first time in the current year.

Amendments to HKAS 19 Defined Benefit Plans: Employee
Contributions

Annual Improvements to HKFRSs
2010-2012 Cycle

Annual Improvements to HKFRSs
2011-2013 Cycle

Amendments to HKFRSs

Amendments to HKFRSs

1.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

The application of the amendments to HKFRSs in the current year
has had no material impact on the Group’s financial performance and
positions for the current and prior years and/or on the disclosures set
out in these consolidated financial statements.

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRS 9 Financial Instruments?

HKFRS 15 Revenue from Contracts with
Customers?

HKFRS 16 Leases*

Amendments to HKFRS 11 Accounting for Acquisitions of

Amendments to HKAS 1
Amendments to HKAS 7
Amendments to HKFRS 15

Interest in Joint Operations?
Disclosure Initiative?
Disclosure Initiative!
Clarification to HKFRS 15 Revenue
from Contracts with Customers?

Amendments to HKAS 16 and  Clarification of Acceptable Methods

HKAS 38 of Depreciation and Amortisation?
Amendments to HKAS 16 and  Agriculture: Bearer Plants?
HKAS 41

Amendments to HKAS 27 Equity Method in Separate Financial
Statements?

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

Investment Entities: Applying the

Consolidation Exception?

Amendments to HKFRS 10 and
HKAS 28

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Amendments to HKFRSs Annual Improvements to HKFRSs
2012-2014 Cycle?

Effective for annual periods beginning on or after 1 January 2017, with earlier
application permitted.

2 Effective for annual periods beginning on or after 1 January 20186, with earlier
application permitted.

S Effective for annual periods beginning on or after 1 January 2018, with earlier
application permitted.

4 Effective for annual periods beginning on or after 1 January 2019, with earlier
application permitted that apply HKFRS 15 on or before the date of initial application
of HKFRS 16.

5 Effective for annual periods beginning on or after a date to be determined.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9
was subsequently amended in 2010 to include requirements for
the classification and measurement of financial liabilities and for
derecognition, and further amended in 2013 to include the new
requirements for general hedge accounting. Another revised version
of HKFRS 9 was issued in 2014 mainly to include a) impairment
requirements for financial assets and b) limited amendments to the
classification and measurement requirements by introducing a “fair
value through other comprehensive income” (“FVTOCI") measurement
category for certain simple debt instruments.

Key requirements of HKFRS 9 are described below:

° All recognised financial assets that are within the scope of
HKAS 39 Financial Instruments: Recognition and Measurement
are subsequently measured at amortised cost or fair value.
Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments
of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent
accounting periods. Debt instruments that are held within a
business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have
contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding, are measured at
FVTOCI. All other debt investments and equity investments are
measured at their fair value at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may make an
irevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.
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KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs”) (CONTINUED)

HKFRS 9 Financial Instruments (continued)

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

EEMBHEENEORE A T A

With regard to the measurement of financial liabilities designated
as at fair value through profit or loss, HKFRS 9 requires that
the amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability
is presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s credit risk
in other comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair value of
financial liabilities attributable to changes in the financial liabilities’
credit risk are not subsequently reclassified to profit or loss.
Under HKAS 39, the entire amount of the change in the fair value
of the financial liability designated as fair value through profit or
loss was presented in profit or loss.

In relation to the impairment of financial assets, HKFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected
credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at
each reporting date to reflect changes in credit risk since initial
recognition. In other words, it is no longer necessary for a credit
event to have occurred before credit losses are recognised.

The new general hedge accounting requirements retain the
three types of hedge accounting. However, greater flexibility has
been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk components
of non-financial items that are eligible for hedge accounting.
In addition, the effectiveness test has been overhauled and
replaced with the principle of an “economic relationship”.
Retrospective assessment of hedge effectiveness is also no
longer required. Enhanced disclosure requirements about an
entity’s risk management activities have also been introduced.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

The Directors anticipate that the application of HKFRS 9 in the future
may have a material impact on amounts reported in respect of the
Group’s financial assets and financial liabilities. Regarding the Group’s
financial assets, it is not practicable to provide a reasonable estimate of
that effect until a detailed review has been completed.

HKFRS 14 Regulatory Deferral Accounts

HKFRS 14 Regulatory Deferral Accounts, describes regulatory deferral
account balances as amounts of expense or income that would
not be recognised as assets or liabilities in accordance with other
standards, but that qualify to be deferred in accordance with HKFRS
14 because the amount is included, or is expected to be included, by
the rate regulator in establishing the price(s) that an entity can charge
to customers for rate regulated goods or services.

The amendments to HKFRS 14 apply prospectively for annual periods
beginning on or after 1 January 2016. The Directors do not anticipate
that the application of these amendments to HKFRS 14 will have a
material impact on the Group’s consolidated financial statements.

HKFRS 15 Revenue from Contracts with Customers

In July 2014, HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for revenue
arising from contracts with customers. HKFRS 15 will supersede the
current revenue recognition guidance including HKAS 18 Revenue,
HKAS 11 Construction Contracts and the related Interpretations when
it becomes effective.
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APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRS 15 Revenue from Contracts with Customers
(continued)

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a 5-step approach to revenue
recognition:

° Step 1: Identify the contract(s) with a customer
o Step 2: Identify the performance obligations in the contract
o Step 3: Determine the transaction price

° Step 4. Allocate the transaction price to the performance
obligations in the contract

o Step 5. Recognise revenue when (or as) the entity satisfies a
performance obligation

Under HKFRS 15, an entity 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. Far more prescriptive guidance has been added in
HKFRS 15 to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15.

The Directors anticipate that the application of HKFRS 15 in the future
may have a material impact on the amounts reported and disclosures
made in the Group’s consolidated financial statements. However, it is
not practicable to provide a reasonable estimate of the effect of HKFRS
15 until the Group performs a detailed review.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Amendments to HKFRS 11 Accounting for
Acquisitions of Interests in Joint Operations

The amendments to HKFRS 11 provide guidance on how to account
for the acquisition of a joint operation that constitutes a business
as defined in HKFRS 3 Business Combinations. Specifically, the
amendments state that the relevant principles on accounting for
business combinations in HKFRS 3 and other standards (e.g.
HKAS 36 Impairment of Assets regarding impairment testing of a
cash-generating unit (“CGU") to which goodwill on acquisition of a
joint operation has been allocated) should be applied. The same
requirements should be applied to the formation of a joint operation if
and only if an existing business is contributed to the joint operation by
one of the parties that participate in the joint operation.

A joint operator is also required to disclose the relevant information
required by HKFRS 3 and other standards for business combinations.

The amendments to HKFRS 11 apply prospectively for annual periods
beginning on or after 1 January 2016. The Directors do not anticipate
that the application of these amendments to HKFRS 11 will have a
material impact on the Group’s consolidated financial statements.
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APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRS 16 Leases

HKFRS 16 supersedes HKAS 17 Leases, HK(IFRIC) — Int 4
Determining whether an Arrangement contain a Lease, HK(SIC) — Int
15 Operating Lease — Incentives and HK(SIC) — Int 27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. HKFRS
16 eliminates the classification by a lessee of leases as either operating
or finance. Instead all leases are treated in a similar way to finance
leases in accordance with HKAS 17 Leases. Under HKFRS 16, leases
are recorded on the statement of financial position by recognising
a liability for the present value of its obligation to make future lease
payments with an asset (comprised of the amount of lease liability
plus certain other amounts) either being disclosed separately in the
statement of financial position (within right-of-use assets) or together
with property, plant and equipment. The most significant effect of the
new requirements will be an increase in recognised lease assets and
financial liabllites. There are some exemptions. HKFRS 16 contains
options which do not require a lessee to recognise assets and liabilities
for (a) short term leases (i.e. lease of 12 months or less, including the
effect of any extension options) and (b) leases of low value assets (for
example, a lease of a personal computer). HKFRS 16 substantially
carries forward the lessor's accounting requirements in HKAS 17.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬂjﬁ%ﬁ% M:J--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

2. APPLICATION OF NEW AND REVISED HONG 2. EHITREEIIFEMERS

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRS 16 Leases (continued)

Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account for those two types of leases
differently. In classifying a sublease, an intermediate lessor shall classify
the sublease as a finance lease or an operating lease as follows:

(a)  if the head lease is a short-term lease that the entity, as a lessee,
the sublease shall be reclassified as an operating lease;

(b)  otherwise, the sublease shall be classified by reference to the
right-of-use asset arising from the head lease, rather than by
reference to the underlying asset. HKFRS 16 clarifies that a
lessee separates lease components and service components of
a contract, and applies the lease accounting requirements only
1o the lease components.

The Group is in the process of making an assessment of the potential
impact of application of HKFRS 16, the Directors consider that it is
not practicable to provide a reasonable estimate of the effect of the
adoption of HKFRS 16 until the Group performs a detailed review.

Amendments to HKAS 16 and HKSA 38 Clarification
of Acceptable Methods of Depreciation and
Amortisation

The amendments to HKAS 16 prohibit entities from using a revenue
based depreciation method for items of property, plant and equipment.
The amendments to HKAS 38 introduce a rebuttable presumption that
revenue is not an appropriate basis for amortisation of an intangible
asset. This presumption can only be rebutted in the following two
limited circumstances:
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Amendments to HKAS 16 and HKSA 38 Clarification
of Acceptable Methods of Depreciation and
Amortisation (continued)

(@  when the intangible asset is expressed as a measure of revenue;
or

(o)  when it can be demonstrated that revenue and consumption
of the economic benefits of the intangible asset are highly
correlated.

The amendments apply prospectively for annual periods beginning
on or after 1 January 2016. Currently, the Group uses the straight-
line method for depreciation for its property, plant and equipment. The
Directors believe that the straight-line method is the most appropriate
method to reflect the consumption of economic benefits inherent in
the respective assets and accordingly, the Directors do not anticipate
that the application of these amendments to HKAS 16 and HKAS
38 will have a material impact on the Group’s consolidated financial
statements.

Amendments to HKAS 16 and HKAS 41 Agriculture:
Bearer Plants

The amendments to HKAS 16 and HKAS 41 define a bearer plant and
require biological assets that meet the definition of a bearer plant to be
accounted for as property, plant and equipment in accordance with
HKAS 16, instead of HKAS 41. The produce growing on bearer plants
continues to be accounted for in accordance with HKAS 41,

The Directors do not anticipate that the application of these
amendments to HKAS 16 and HKAS 41 will have a material impact
on the Group’s consolidated financial statements as the Group is not
engaged in agricultural activities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

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

Amendments to HKAS 28:

o The requirements on gains and losses resulting from
transactions between an entity and its associate or joint venture
have been amended to relate only to assets that do not
constitute a business.

° A new requirement has been introduced that gains or losses
from downstream transactions involving assets that constitute
a business between an entity and its associate or joint venture
must be recognised in full in the investor's financial statements.

° A requirement has been added that an entity needs to consider
whether assets that are sold or contributed in separate
transactions constitute a business and should be accounted for
as a single transaction.

Amendments to HKFRS 10:

° An exception from the general requirement of full gain or loss
recognition has been introduced into HKFRS 10 for the loss
control of a subsidiary that does not contain a business in a
transaction with an associate or a joint venture that is accounted
for using the equity method.

° New guidance has been introduced requiring that gains or
losses resulting from those transactions are recognised in
the parent’s profit or loss only to the extent of the unrelated
investors’ interests in that associate or joint venture. Similarly,
gains and losses resulting from the remeasurement at fair value
of investments retained in any former subsidiary that has become
an associate or a joint venture that is accounted for using the
equity method are recognised in the former parent’s profit or loss
only to the extent of the unrelated investors' interests in the new
associate or joint venture.

The Directors do not anticipate that the application of these
amendments to HKFRS 10 and HKAS 28 will have a material
impact on the Group'’s consolidated financial statements.
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e MR MEE

2.

84

APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Amendments to HKAS 27 Equity Method in Separate
Financial Statements

The amendments allow an entity to account for investments in
subsidiaries, joint ventures and associates in its separate financial
statements:

o At cost,

° In accordance with HKFRS 9 Financial Instruments (or HKAS 39
Financial Instruments: Recognition and Measurement for entities
that have not yet adopted HKFRS 9), or

° Using the equity method as described in HKAS 28 Investments
in Associates and Joint \Ventures.

The accounting option must be applied by category of investments.

The amendments also clarify that when a parent ceases to be an
investment entity, or becomes an investment entity, it shall account for
the change from the date when the change in status occurred.

In addition to the amendments to HKAS 27, there are consequential
amendments to HKAS 28 to avoid a potential conflict with HKFRS
10 Consolidated Financial Statements and to HKFRS 1 First-time
Adoption of Hong Kong Financial Reporting Standards.

The Directors do not anticipate that the application of these
amendments to HKAS 27 will have a material impact on the Group’s
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

2. APPLICATION OF NEW AND REVISED HONG 2.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

ERAMITRESITEEMBRE

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Annual Improvements to HKFRSs 2012-2014 Cycle

The Annual Improvements to HKFRSs 2012-2014 Cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 5 introduce specific guidance in HKFRS
5 for when an entity reclassifies an asset (or disposal group) from held
for sale to held for distribution to owners (or vice versa), or when held
for- distribution accounting is discontinued. The amendments apply
prospectively.

The amendments to HKFRS 7 provide additional guidance to clarify
whether a servicing contract is continuing involvement in a transferred
asset for the purpose of the disclosures required in relation to
transferred assets and clarify that the offsetting disclosures (introduced
in the amendments to HKFRS 7 Disclosure — Offsetting Financial
Assets and Financial Liabiliies issued in December 2011 and effective
for periods beginning on or after 1 January 2013) are not explicitly
required for all interim periods. However, the disclosures may need to
be included in condensed interim financial statements to comply with
HKAS 34 Interim Financial Reporting.

The amendments to HKAS 19 clarify that the high quality corporate
bonds used to estimate the discount rate for post-employment
benefits should be issued in the same currency as the benefits to be
paid. These amendments would result in the depth of the market for
high quality corporate bonds being assessed at currency level. The
amendments apply from the beginning of the earliest comparative
period presented in the financial statements in which the amendments
are first applied. Any initial adjustment arising should be recognised in
retained eamings at the beginning of that period.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

Annual Improvements to HKFRSs 2012-2014 Cycle
(continued)

The amendments to HKAS 34 clarify the requirements relating to
information required by HKAS 34 that is presented elsewhere within
the interim financial report but outside the interim financial statements.
The amendments require that such information be incorporated by way
of a cross-reference from the interim financial statements to the other
part of the interim financial report that is available to users on the same
terms and at the same time as the interim financial statements.

The Directors do not anticipate that the application of these will have a
material effect on the Group's consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared in
accordance with HKFRSs, which is a collective term that includes
all applicable individual HKFRSs, Hong Kong Accounting Standards
("HKASS") and Interpretations issued by the HKICPA, and accounting
principles generally accepted in Hong Kong. In addition, the
consolidated financial statements include applicable disclosures
required by the GEM Listing Rules and by the Hong Kong Companies
Ordinance.

In addition, the Company has adopted the amendments to the Rules
Govemning the Listing of Securities on the GEM of the Stock Exchange
(the "“GEM Listing Rules”) on The Stock Exchange issued by the
Stock Exchange relating to the disclosure of financial information with
reference to the Hong Kong Companies Ordinance (Cap. 622) during
the current financial year. The main impact to the financial statements is
on the presentation and disclosure of certain information in the financial
statements.

The preparation of consolidated financial statements in conformity
with HKFRSs requires management to make judgments, estimates
and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making
judgments about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from
these estimates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SIGNIFICANT ACCOUNTING POLICIES 3.

3.

(CONTINUED)

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

Judgments made by management in the application of HKFRSs that
have significant effect on the consolidated financial statements and
estimates with a significant risk of material adjustments in the next year
are discussed in Note 4 to the consolidated financial statements.

Basis of preparation

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
pelow.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.

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, regardless of whether that price
is directly observable or estimated using another valuation technigue.
In estimating the fair value of an asset or a liability, the Group takes into
account the characteristics the asset or liability if market participants
would take these characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial statements
is determined on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2, leasing transactions
that are within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 or value-in-use in HKAS 36.
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SIGNIFICANT ACCOUNTING POLICIES 3.

(CONTINUED)
Basis of preparation (continued)

In addition, for financial reporting purposes, fair value measurements
are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety,
which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at the
measurement date;

o Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability, either
directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including structured 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

o 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SIGNIFICANT ACCOUNTING POLICIES 3.

3.

(CONTINUED)
Basis of consolidation (continued)

When the Group has less than a majority of the voting rights of an
investee, it has power over the investee when the voting rights are
sufficient to give it the practical ability to direct the relevant activities
of the investee unilaterally. The Group considers all relevant facts and
circumstances in assessing whether or not the Group’s voting rights in
an investee are sufficient to give it power, including:

° the size of the Group'’s holding of voting rights relative to the size
and dispersion of holdings of the other vote holders;

o potential voting rights held by the Group, other vote holders or
other parties;

° rights arising from other contractual arrangements; and

o any additional facts and circumstances that indicate that the
Group has, or does not have, the current ability to direct the
relevant activities at the time that decisions need to be made,
including voting pattermns at previous shareholders’ meetings.

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 cease to
control the subsidiary.

Profit or loss and each component 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.

Profit or loss and each component 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.

All intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.
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For the year ended 30 June 2016 B Z = —<&ENA=THILEE

SIGNIFICANT ACCOUNTING POLICIES 3. BEX®HEE(E)

(CONTINUED)
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
liabilites assumed are recognised at their fair value at the acquisition
date, except that;

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

o liabilites or equity instruments related to share-based payment
transactions of the acquiree or the replacement of an acquiree’s
share-based payment transactions with share-based payment
transactions of the Group are measured in accordance with
HKFRS 2 Share-based Payment at the acquisition date; and

o 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SIGNIFICANT ACCOUNTING POLICIES 3.

3.

(CONTINUED)
Business combinations (continued)

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 of the acquisition-date amounts
of the identifiable assets acquired and the liabilities assumed. If,
after reassessment, the net of the acquisition-date amounts 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.

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

\When the consideration the Group transfers in a business combination
includes assets or liabilities resulting from a contingent consideration
arrangement, the contingent consideration is measured at its
acquisition-date fair value and considered 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, with the corresponding
adjustments being made against goodwill or gain on bargain purchase.
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SIGNIFICANT ACCOUNTING POLICIES 3.

3.

92

(CONTINUED)
Business combinations (continued)

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 as of the acquisition date.
Measurement period does not exceed one year from the acquisition
date.

The subsequent accounting for changes in the fair value of 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 at subsequent
reporting dates in accordance with HKAS 39, or HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets, as appropriate, 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. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such
treatment would be appropriate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the
end of the reporting period in which the combination occurs, the Group
reports provisional amounts for the items for which the accounting
is incomplete. Those provisional amounts are adjusted during the
measurement period (see above), or additional assets or liabilities
are recognised, to reflect new information obtained about facts and
circumstances that existed as of the acquisition date that, if known,
would have affected the amounts recognised at that date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SIGNIFICANT ACCOUNTING POLICIES 3.

3.

(CONTINUED)
Property, plant and equipment

Property, plant and equipment are stated in the consolidated statement
of financial position at cost less accumulated depreciation and any
impairment losses, if any.

The cost of an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after the property,
plant and equipment have been put into operation, such as repairs
and maintenance and overhaul costs, is normally charged to the
consolidated statement of profit or loss and other comprehensive
income in the period in which it is incurred. In situations where it can be
clearly demonstrated that the expenditure has resulted in an increase
in the future economic benefits expected to be obtained from the use
of the property, plant and equipment, the expenditure is capitalised as
an additional cost of that property, plant and equipment.

Depreciation is calculated on the straight-line basis to write off the cost
of each item of property, plant and equipment to its residual value over
its estimated useful life. The estimated useful lives for the years ended
30 June 2016 and 2015 are as follows:

Furniture and fixtures 2to 7 years
Equipment and machinery 210 7 years
Motor vehicles 4 years

Computer equipment 2 to 4 years

Leasehold improvement Over the leased term
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3.

94

SIGNIFICANT ACCOUNTING POLICIES 3.

(CONTINUED)
Property, plant and equipment (continued)

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis
among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

Gains or losses arising from the retirement or disposal of an item
of property, plant and equipment are determined as the difference
between the net disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date of retirement or
disposal.

Impairment of tangible and intangible assets other
than goodwill

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the
recoverable amount of the CGU to which the asset belongs. When
a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual CGUs, or otherwise
they are allocated to the smallest group of CGUs for which a
reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not
yet available for use are tested for impairment at least annually, and
whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs of disposal
and value-in-use. In assessing value-in-use, the estimated future cash
flows are discounted to their present value using a post-tax discount
rate that reflect current market assessments of the time value of money
and the risks specific to the asset for which the estimates of future cash
flows have not been adjusted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment of tangible and intangible assets other
than goodwill

If the recoverable amount of an asset (or a CGU) is estimated to be less
than its carrying amount, the carrying amount of the asset (or the CGU)
is reduced to its recoverable amount. An impairment l0ss is recognised
immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount
of the asset (or CGU) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had
no impairment loss been recognised immediately in profit or loss.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of
the Group’s CGUs (or groups of CGUs) that is expected to benefit from
the synergies of the combination.

A CGU to which goodwill has been allocated is tested for impairment
annually, or more frequently when there is indication that the unit may
be impaired. If the recoverable amount of the CGU is less than its
carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the
other assets of the unit on a pro-rata basis based on the carrying
amount of each asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant CGU, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3.

96

SIGNIFICANT ACCOUNTING POLICIES 3.

(CONTINUED)
Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are
carried at costs less accumulated amortisation and any accumulated
impairment losses. Amortisation is recognised on a straight-line
basis over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted for on a
prospective basis. Intangible assets with indefinite useful lives that
are acquired separately are carried at cost less any subsequent
accumulated impairment losses.

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 values
at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in
a business combination are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same basis
as intangible assets that are acquired separately.

Derecognition of intangible assets

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.

PPS International (Holdings) Limited Annual Report 2016

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

EXEBR(HE)

B EE
BYWEZHETEEE

BYWBERERAERFRELEET
BRCANE R AT M AT REHRER R
SRR o ESH VR A AIERFRAE
RORTER, o fhat Al 2 A IR R @ s 50k
REREMARETERRN - MEAETE
T EIRAEEEARR - BB
AERAIERAFRELEETDRRAR
EMERRFRERRSIAR -

REBE OGP KIBHBEREE

REBAHMBRENETLEEDRNEE
AN Z1THERR - W UWEE B IR X P E )
HHER (BAR RS ©

RAVSHRIE - RETE Heh Y 1
OB B R AR AR B S 85 B R RS
B2 W RIEB WY& E
CES

T W EL LTS

BYEENLERIBHERAKHER
G ORI 2 B 4% L RERR © R LE
HREBEVEEELNREMEEALE
IR FREEENKREEZMNE
At e REERERRSIERER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)
Inventories

Inventories are stated at lower of cost and net realisable value.

Cost represents the invoiced cost of inventories. Cost is assigned
to individual items on the weight-average basis. Net realisable value
is the estimated selling price in the ordinary course of business, less
applicable variable seling expense.

Cash and cash equivalents

For the purposes of the consolidated statements of cash flows, cash
and cash equivalents comprise cash on hand, deposits held at call
with banks, cash investments with a maturity of three months or less
from date of investment and bank overdrafts.

Provisions and contingent liabilities

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 obligations, 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 obligations for the reporting
period, taking into account the risks and uncertainties surrounding
the obligations. When a provision is measured using the cash flows
estimated to settle the present obligations, its carrying amount is the
present value of those cash flows (where the effect of the time value of
money is material).

Provisions shall be reviewed at the end of each reporting period and
adjusted to reflect the current best estimate. If it is no longer probable
that an outflow of resources embodying economic benefits will be
required to settle the obligation, the provision shall be reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

98

POLICIES (CONTINUED)
Provisions and contingent liabilities (continued)

When some or all of the economic benefits required to settle a
provision are expected to be recovered from a third party, a receivable
is recognised as an asset if it is virtually certain that reimbursement
will be received and the amount of the receivable can be measured
reliably.

When the cost of cleaning services to fulfil the obligation under the
contract exceeds the revenue, a provision for onerous contracts would
be made. In estimating the amount by which the cleaning cost are
expected to exceed the revenue, management takes into account the
cost of fulfiling the obligation under the contract and any compensation
or penalties arising from failure to fuffill it, which is the lower will be
recognised as the unavoidable costs.

A contingent liability is a possible obligation that arises from past events
and whose existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not wholly within
the control of the Group. It can also be a present obligation arising
from past events that is not recognised because it is not probable
that outflow of economic resources will be required or the amount of
obligations cannot be measured reliably.

Contingent liabilities acquired in a business
combination

Contingent liabilites acquired in a business combination are initially
measured at fair value at the acquisition date. At the end of the
subsequent reporting periods, such contingent liabilities are measured
at the higher of the amount that would be recognised in accordance
with HKAS 37 Provisions, Contingent Liabilities and Contingent Assets
and the amount initially recognised less cumulative amortisation
recognised in accordance with HKAS 18 Revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Contingent liabilities acquired in a business
combination (continued)

A contingent liability is not recognised but is disclosed in the notes
to the consolidated financial statements. When a change in the
probability of an outflow occurs so that outflow is probable, it will then
be recognised as a provision.

Leasing

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

The Group as lessee

Assets held under finance leases are initially recognised as assets of
the Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated statement of
financial position as obligations under finance leases.

Lease payments are apportioned between finance expenses and
reduction of the lease obligations so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance expenses
are recognised immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are capitalised in
accordance with the Group’s general policy on borrowing costs (see
the accounting policy below). Contingent rentals are recognised as
expenses in the periods in which they are incurred.

Operating lease payments are recognised as an expense on a straight-
line basis over the lease term, except where another systematic basis
is more representative of the time pattern in which economic benefits
from the leased asset are consumed. Contingent rentals arising under
operating leases are recognised as an expense in the period in which
they are incurred.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)
Leasing (continued)
The Group as lessee (continued)

In the event that lease incentives are received to enter into operating
leases, such incentives are recognised as a liability. The aggregate
benefit of incentives is recognised as a reduction of rental expense on
a straight-line basis, except where another systematic basis is more
representative of the time pattern in which economic benefits from the
leased asset are consumed.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to
make specified payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payments when due in
accordance with the terms of a debt instrument.

Financial guarantee contracts issued by the Group are initially
measured at their fair values and, if not designated as at fair value
through profit or loss, are subsequently measured at the higher of:

o the amount of the obligation under the contract, as determined in
accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets; and

o The amount initially recognised less, where appropriate,
cumulative amortisation recognised in accordance with the
revenue recognition policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the exchange rates prevailing on the
dates of the transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences on monetary items are recognised in profit or
loss in the period in which they arise except for:

° exchange differences on foreign currency borrowings relating to
assets under construction for future productive use, which are
included in the cost of those assets when they are regarded
as an adjustment to interest costs on those foreign currency
borrowings;

° exchange differences on transactions entered into in order to
hedge certain foreign currency risks (see the accounting policies
below); and

o exchange differences on monetary items receivable from or
payable to a foreign operation for which settlement is neither
planned nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised initially
in other comprehensive income and reclassified from equity to
profit or loss on repayment of the monetary items.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)
Foreign currencies (continued)

For the purposes of presenting consolidated financial statements, the
assets and liabilities of the Group’s foreign operations are translated
into the presentation currency of the Group (i.e. Hong Kong dollars)
using exchange rates prevailing at the end of each reporting period.
Income and expense items are translated at the average exchange
rates for the period, unless exchange rates fluctuate significantly
during that period, in which case the exchange rates at the dates of
the transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in equity
under the heading of foreign currency translation reserve (attributed to
non-controling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign operation, a disposal
involving loss of joint control over a jointly controlled entity that includes
a foreign operation, or a disposal involving loss of significant influence
over an associate that includes a foreign operation), all of the exchange
differences accumulated in equity in respect of that operation
attributable to the owners of the Group are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that includes
a foreign operation that does not result in the Group losing control
over the subsidiary, the proportionate share of accumulated exchange
differences are re-attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals (i.e. partial
disposals of associates or joint arrangements that do not result in the
Group losing significant influence or joint control), the proportionate
share of the accumulated exchange differences is reclassified to profit
or loss.

Goodwill and fair value adjustments to identifiable assets acquired
and liabilites assumed through acquisition of a foreign operation are
treated as assets and liabilities of the foreign operation and translated
at the rate of exchange prevailing at the end of each reporting period.
Exchange differences arising are recognised in other comprehensive
income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)
Share option expenses

The Company operates a share option scheme for the purpose to
attract, retain and reward the eligible persons and to provide the eligible
persons an incentive or reward for their contribution to the Group.

For grants of share options that are conditional upon satisfying
specified vesting conditions, the fair value of services received is
determined by reference to the fair value of share options granted at
the grant date and is expensed on a straight-line basis over the vesting
period, with a corresponding increase in equity (share options reserve).

At the end of the reporting period, the Company revises its estimates of
the number of options that are expected to ultimately vest. The impact
of the revision of the original estimates, if any, is recognised in profit or
loss such that the cumulative expense reflects the revised estimate,
with a corresponding adjustment to share options reserve.

For share options that vest immediately at the date of grant, the fair
value of the share options granted is expensed immediately to profit
or loss. When share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When share options are forfeited after the vesting date or are
still not exercised at the expiry date, the amount previously recognised
in share options reserve will be transferred to retained eamings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

All borrowing costs are recognised in profit or loss in the period in
which they are incurred.

Financial instruments

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit or loss) 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 fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

Financial assets are classified into the following specified categories:
financial assets at fair value through profit or loss (“FVTPL") and
loans and receivables. The classification depends on the nature and
purpose of the financial assets and is determined at the time of initial
recognition. 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 marketplace.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)
Financial instruments (continued)
Financial assets (continued)

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a debt instrument and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees on 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 debt instrument, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Income is recognised on an effective interest basis for debt instruments
other than those financial assets designated as at financial assets at
FVTPL.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is
either held for trading or it is designated as at FVTPL.

A financial asset is classified as held for trading if:

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

° on initial recognition it is 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

o itis a derivative that is not designated and effective as a hedging
instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. BEX®HEE(E)

POLICIES (CONTINUED)
Financial instruments (continued)
Financial assets (continued)

Financial assets at FVTPL (continued)

A financial asset other than a financial asset held for trading may be

designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise

arise; or

o the financial asset forms part of a group of financial assets or
financial liabilities or both, which is managed and its performance
is evaluated on a fair value basis, in accordance with the Group’s
documented risk management or investment strategy, and
information about the grouping is provided internally on that

basis; or

° it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 Financial Instruments. Recognition and
Measurement permits the entire combined contract (asset or

liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or
losses arising on remeasurement recognised in profit or loss. The net
gain or loss recognised in profit or loss incorporates any dividend or
interest eamed on the financial asset and is included in the ‘other gains
and losses' line item. Fair value is determined in the manner described

in Note 6.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Financial instruments (continued)
Financial assets (continued)
Loan and receivables

Loan and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Loan and receivables (including trade receivables, deposits and other
receivables, restricted bank deposits, fixed deposits and cash and
cash equivalents) are carried at amortised cost using the effective
interest method, less any impairment.

Interest income is recognised by applying the effective interest rate,
except for short-term receivables when the recognition of interest
would be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period. Financial
assets are impaired where there is objective evidence that, as a result
of one or more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the financial assets
have been impacted.

The objective evidence of impairment could include:

° significant financial difficulty of the issuer or counterparty; or

U breach of contract, such as default or delinquency in interest or
principal payments; or

o it becoming probable that the borrower will enter bankruptcy or
financial re-organisation; or

o the disappearance of an active market for that financial asset
because of financial difficulties.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are, in addition,
assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include the Group’s
past experience of collecting payments, an increase in the number of
delayed payments in the portfolio past the credit period, observable
changes in national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows, discounted at the financial asset's original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss
is measured as the difference between the asset's carrying amount
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
trade receivables, where the carrying amount is reduced through
the use of an allowance account. When a trade receivable is
considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
losses was recognised, the previously recognised impairment 0ss is
reversed through profit or loss to the extent that the carrying amount of
the asset at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)

Financial instruments (continued)
Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a group entity are classified
according to the substance of the contractual arrangements entered
into 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 the Group after deducting all of its liabilities. Equity
instruments issued by the Group are recognised at the proceeds
received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognised
and deducted directly in equity. No gain or loss is recognised in profit
or loss on the purchase, sale, issue or cancellation of the Company’s
own equity instruments.

Other financial liabilities

Other financial liabilities (including trade payables, accruals, deposits
received and other payables, and obligations under finance leases) are
subsequently measured at amortised cost, using the effective interest
method.

Effective interest method

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

Interest expense is recognised on an effective interest basis other than
those financial liabilities designated as at financial liabilities at FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

SUMMARY OF SIGNIFICANT ACCOUNTING 3. EX

3.

POLICIES (CONTINUED)
Financial instruments (continued)
Derecognition

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 continues to recognise
the asset to the extent of its continuing involvement and recognises
an associated liability. 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 in its entirety, the difference
between the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in equity
is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety, the
Group allocates the previous carrying amount of the financial asset
between the part it continues to recognise, and the part it no longer
recognises on the basis of the relative fair values of those parts on
the date of the transfer. The difference between the carrying amount
allocated to the part that is no longer recognised and the sum of the
consideration received for the part no longer recognised and any
cumulative gain or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A cumulative
gain or loss that had been recognised in other comprehensive income
is allocated between the part that continues to be recognised and the
part that is no longer recognised on the basis of the relative fair values
of those parts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)
Financial instruments (continued)
Derecognition (continued)

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

Retirement benefits costs

The Group's contribution to the defined contribution retirement benefit
plans are charged to consolidated statement of profit or loss and
other comprehensive income in the year incurred and are reduced by
contributions forfeited by those employees who leave the scheme prior
to vesting fully in the contributions. The Group has no further payment
obligations once the contributions have been paid.

Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable and represents amounts receivable for services provided in
the normal course of business, net of discount.

The Group recognises revenue when the amount of revenue can be
reliably measured, it is probable that future economic benefits will flow
to the entity and specific criteria have been met for each of the Group’s
activities as described below.

For the environmental cleaning service contract or car beauty
package relates to routine environmental and cleaning services (the
“Environment and Cleaning”) and auto beauty services (the "AUTO"),
the service income will be recognised on a straight-line basis over the
contract terms as the work is performed.

For services that are provided on ad-hoc basis, service income is
recognised upon completion of the provision of such ad-hoc services.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

EXEBR(E)

eMTIA(HE)
AU FEZR ()

rEEer(REeR) EEEEET
AHNKBIMERIIERERMEE KLL
RN EBENRIERES N REM
REZENEBNERER

BHEFIRE

A& B EREFORNEMEEEL A
HERRELFEEFRABRaEREMEE
Yk Rk - WHRRE B R HRER
FEATRHE S PR HR - BT
K& AEEBEE-SNREME -

W & e 52

Yo B E R R R B DT B
5 B % ERHBIR P AR R TS MO B
FOBHT) -

B Em BT AT E  RRKEMNR
ARERAERBRDER T XA AEHE
BHEEXBHEEGREE  AEEESE

R -

HEEARRERERRE ([RERE
R 1) RAEERRS ([AUTOL) BIIREF
BRBENIAEEZDERMS - R
WA IR B ERNEIT TN S L HHE
TR o

IR R EERHORBM S - RIS
AR TERER M LT I AR5 & HERR

wEERrERAE £®o06 111



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)
Revenue recognition (continued)

Revenue from the provision of AUTO are recognised when the services
have been rendered to clients. Receipts in respect of service packages
for which the relevant services have not been rendered are deferred
and recognised as deferred revenue in the consolidated statement of
financial position.

Revenue from the provision of property management services (the
"Property Management") are recognised when the services have been
rendered to clients. Receipts in respect of the building management
income for which the relevant services have not been rendered are
deferred and recognised as deferred revenue in the consolidated
statement of financial position.

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

Taxation

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

Current tax

The tax currently payable is based on taxable profit for the year.
Taxation profit differs from profit as reported in consolidated statements
of profit or loss and other comprehensive income because it excludes
items of income or expense that are taxable or deductible in other
years, and it further excludes items that are never taxable and
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.
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3.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

SUMMARY OF SIGNIFICANT ACCOUNTING 3. BA®B%E(#E)

POLICIES (CONTINUED)
Taxation (continued)
Deferred tax

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,

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)
Taxation (continued)
Deferred tax (continued)

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 realised, based on tax rates (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.

For the purposes of measuring deferred tax liabilites and deferred
tax assets for investment properties that are measured using the fair
value model, the carrying amounts of such properties are presumed
to be recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment property
is depreciable and is held within a business model whose objective is
to consume substantially all of the economic benefits embodied in the
investment property over time, rather than through sale.

Current and deferred tax for the year

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

3.

POLICIES (CONTINUED)
Dividends

Dividend distribution to the Company’s shareholders is recognised
as a liability in the Group’s and the Company’s financial statements
in the period in which the dividends are approved by the Company’s
shareholders or directors, where appropriate.

Segment information

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker.
The chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments, has
been identified as the directors of the Group.

Warrants

Warrants issued by the Company that will be settled by other than a
fixed amount of cash for a fixed number of the Company’'s own equity
instruments are derivative financial instruments. Warrants classified
as derivative financial instruments are recognised at their fair values at
the date of issue. Changes in fair values in subsequent periods are
recognised through profit or loss.

Warrants issued by the Company that will be settled by a fixed amount
of cash for a fixed number of the Company’'s own equity instruments
are equity instruments. The net proceeds received from the issue of
warrants is recognised in equity (warrant reserve). The warrant reserve
will be transferred to share capital and share premium accounts upon
the exercise of the warrants. When the warrants are still not exercised
at the expiry date, the amount previously recognised in the warrant
reserve will be transferred to accumulated losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁézﬁgjﬁiﬁ% M:J-H For the year ended 30 June 2016 BE —E—RNEXNA=TRHIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. BEX®HEE(E)

POLICIES (CONTINUED)
Related parties transactions

A party is considered to be related to the Group ff;
(a) A person or a close member of that person’s family is related to
the Group if that person:

0] 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 of a parent of the Group.

(o)  Anentity is related to the Group if any of the following conditions
applies:

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

(which means that each parent, subsidiary and fellow
subsidiaries is related to the others);

(i) one entity is an associate or joint venture of the other entity
(or an associate or joint venture of a member of a group
which the other entity is a member);

(i) both entities are joint ventures of the same third party;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EX®HEE(HE)
POLICIES (CONTINUED)

Related parties transactions (Continued)

(o)

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

(iv)

(vi)

(vil)

(viil)

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. If the Group s itself such a plan, the sponsoring
employees are also 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); or

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

Close family members of an individual are those family members who
may be expected to influence, or be influence by, that person in their
dealings with the entity and include:

(@)

(b)

(©)

that person’s children and spouse or domestic partner;

children of that person’s spouse or domestic partner; and

dependents of the person or that person’s spouse or domestic
partner.

A transaction is considered to be a related party transaction when
there is a transfer of resources or obligations between the Group and
a related party, regardless of whether a price is charged.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

4. CRITICAL ACCOUNTING ESTIMATES AND 4.

JUDGMENTS

In the application of the Group’s accounting policies, which are
described in Note 3, management is 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 associated 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
ongoing basis. Revision 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.

Key sources of estimation uncertainty

The followings are 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 material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

Useful lives of property, plant and equipment

Management of the Group determines the estimated useful lives and
related depreciation charges for the Group's plant and equipment.
Management of the Group will revise the depreciation charges where
useful lives are different to previously estimated, or it will write off or
write down technically obsolete or non-strategic assets that have been
abandoned or sold.

Impairment loss in respect of trade receivables

The policy for impairment loss on trade receivables of the Group
is based on the evaluation of collectability and ageing analysis of
accounts and on management’s judgment. A considerable amount
of judgment is required in assessing the ultimate realisation of these
receivables, including the current creditworthiness and the past
collection history of each customer. If the financial conditions of
customers of the Group were to deteriorate, resulting in an impairment
of their ability to make payments, additional impairment loss may be
required.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

4.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

CRITICAL ACCOUNTING ESTIMATES AND 4. BX®H{ZHEIER(E)

JUDGMENTS (CONTINUED)
Key sources of estimation uncertainty (continued)
Impairment of intangible assets

The Group performs annual tests on whether there has impairment
of intangible assets in accordance with the accounting policy. The
recoverable amounts of fair value are determined based on income
approach calculations. These calculations require the use of estimates
and assumptions made by management on the future operation of the
business, post-tax discount rates, and other assumptions underlying
the calculation.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the
value-in-use of the CGUs to which goodwill has been allocated. The
value-in-use calculation for requires the Group to estimate the future
cash flows expected to arise from the CGU and a suitable discount
rate in order to calculate the present value.

The carrying amount of goodwill as at 30 June 2016 was
HK$43,679,000 (2015: HK$629,000). Details of the recoverable
amount calculation are disclosed in Note 16.

Provision

When there is a probability that an outflow of economic benefits will
occur due to a present obligation resulting from a past event, and
such amount can be reasonably estimated, a corresponding amount
of provision is recognised in the consolidated financial statements.
However, no provision is recognised for costs that need to be incurred
to operate in the future.

HHFREEARMHERRIE (M)
BEEEZHE

AEERBEABRRETFRERA - U
BEEVEEBDRE - AFEZARK
Bl & BIRBRAEAEMEE - A
AREFEREGERAERENRREREEM
fEH 2 AEFAMMRER - BREERE - UK
BRATEZEMER -

R Rl

BEEEERTREANHESREE
ReEEEUEAEE  HEEHEE
o ARBARHENTARGELE
MEEZAKRORERBEHRE -
R R -

BER_Z-—R"EXA=Z+tRZEHEE
43,679,000 T (ZF— A% :629,000
ABIL) o ARAIREIFAR B 2 SRR
PRKTEET6 ©

B

HEBEEHERELRERMEMAIGE
BEKENRERL  BREEeRIUAE
et - QSRR A B Bk PR AR
BB SRE - AT WEBREEMR
ML R AR -

gyeraRAs FH206 119



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

4.

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

CRITICAL ACCOUNTING ESTIMATES AND 4. B X®{ZHERIER(E)

JUDGMENTS (CONTINUED)
Key sources of estimation uncertainty (continued)
Income taxes

The Group is subject to income taxes in Hong Kong. Significant
judgment is required in determining provision for taxes. There are many
transactions and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues based on estimates
of whether additional taxes will be due. 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 year in which such determination is made.

Valuation of share options

Share option expense is subject to the limitations of the option
pricing models adopted and the uncertainty in estimates used by
management in the assumptions. Should the estimates including
limited early exercise behavior, expected interval and frequency
of open exercise periods in the share option life and the relevant
parameters of the share option model be changed, there would be
material changes in the amount of share option benefits recognised in
the profit or loss and share-based payment reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

5.

SEGMENT INFORMATION

Information reported to the chief operating decision maker for
the purposes of resource allocation and assessment of segment
performance focuses on types of services provided.

The Group’s operating and reportable segments under HKFRS 8 are
as follows:

Environmental and Cleaning Provision of environmental and
cleaning services in Hong Kong
and Shanghai, the People's
Republic of China (the "“PRC”)

AUTO Provision of car beauty services in
Hong Kong
Management Services Provision of property and car

park management services in
Shenzhen, the PRC

Investments Investments in financial assets

Information regarding the Group'’s reportable segments is presented
below:

5.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁj%ﬁ% W-EI For the year ended 30 June 2016 BiE—ZE—<ESA=+RILEE

5. SEGMENT INFORMATION (CONTINUED) 5. SEEE(E)
Revenue Iy &
Turnover represents the aggregate of service income from BEBARBENEE - AUTOA R E AR
Environmental and Cleaning, AUTO and Management Services. TR U ALETD o
An analysis of the Group’s turnover is as follows: REBEEEBEHINWOT -
2016 2015
AL —E-NfF
HK$’000 HK$'000
FER FAT
Senvice income from Environmental and Cleaning 3838 &5 ZARTE U A 256,521 200,604
Service income from AUTO AUTORRFS A 8,339 1,688
Service income from Management Services BEIRRBIBA 4,578 -
269,438 202,192
Revenue, which is also the Group’s turnover, represents the value of WP AN A S EE 55 - IBFERATRME
senvices rendered during the year. ARz B1E -
Segment revenue and results AR R EE
The following is an analysis of the Group’s revenue and results by REBIZA 2WMOBEI D KR FEE
reportable segment; DT -
2016 —E-RE
Environmental Management
and Cleaning AUTO Services Investments ~ Consolidated
RERER AUTO EEEH ke #a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tén TEn Thn TEn Tin
Revenue s
Revenue from extemal customers RENDZRHNE 256,521 8,339 4578 269,438
Result |
Segment profit/{loss) AHER/(BR) (5,402) (6,014) 1,492 (1,512) (11,436)
Qther incomes, other gansand lossand~—~ EAA ~ Bt B REE
impaiments WRAE (993)
Central aciministative costs RAATHEA (38,241)

Finance costs HARA (792)

Loss before taxation BRAER (51,462)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬂjﬁ%ﬁ% M:J--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

5. SEGMENT INFORMATION (CONTINUED) 5. HEHEEE)
Segment revenue and results (continued) S EBU R B B4 (48)
2015 “T-RF
Environmental
and Cleaning AUTO Consolidated
BRRNBR AUTO e
HK$'000 HK$'000 HK$'000
FAT FAT FAEL
Revenue s
Revenue from external customers REINRE P E 200,604 1,588 202,192
Result 4
Segment profit/(loss) AEEF (BE) 3,781 (9,828) (6,047)
Other incomes, other gains and loss HUg A - Efhiies REE AR
and impairments A (6,677)
Central administrative costs R RATER A AR (13,681)
Finance costs BUERK A (458)
Loss before taxation BrEGRIE B (25,863)
Turnover reported above represents revenue generated from external TREFRZEEEDEIINSEFELEL
customers. There were no inter-segment sales in the year (2015: HK$ et - FATEEEANDSEHEE(ZF
Nil). —hF:TAET) °
The accounting policies of the reportable segments are the same AEWHE 2 BEEREBE S
as the Group’s accounting policies. Segment results represent the AR o D EEBIENIW TS Fodp R1T
results from each segment without allocation of central administrative B REAMAA(BIEESEHH - EtEK
and other costs including directors emolument, impairment loss on RIBREEE RN B EIE 2 ik
other receivables, forfeiture of the deposit of the possible acquisition SREMECERT)BRATS I %
other operating expenses. This is the measure reported to the chief EoltBRRMEFELERARERSESUES
operating decision maker for the purposes of resource allocation and &R NG DB FRIRAG T2 -

assessment of segment performance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁj%ﬁ% W-EI For the year ended 30 June 2016 B E —E—REANA=1THILFE

5. SEGMENT INFORMATION (CONTINUED) 5. SBEHGE)
Segment assets and liabilities PHMEERER
2016 —B-AE
Environmental Management
and Cleaning AUTO Services Investments Consolidated
RERER AUTO EE RS RE Re
HK$°000 HK$°000 HK$’000 HK$°000 HK$’000
TERT TERT TERT TET TERT
Assets gE
Segment assets PHEE 18,553 160,653
Unallocated corporate RAEBMAREE
assets 40,229
200,882
Environmental Management
and Cleaning AUTO Services Investments Consolidated
REREZ AUTO EERB RE =e
HK$’000 HK$’000 HK$°000 HK$’000 HK$’000
TER THER TER TER TER
Liabilities aff
Segment liabilities SHEE
Unallocated corporate KPBATER
liabilities
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For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

5. SEGMENT INFORMATION (CONTINUED) 5. HEHEEE)
Segment assets and liabilities (continued) SHEERARE)
2015 —E—FEF
Environmental
and Cleaning AUTO  Consolidated
RFENFR AUTO me
HK$'000 HK$'000 HK$'000
FET THET FET
Assets BE
Segment assets DEEE 99,189 5112 104,301
Unallocated corporate assets AP ARIEE 23,105
127,406
Environmental
and Cleaning AUTO  Consolidated
RIRRER AUTO o)
HK$'000 HK$'000 HK$'000
FET FET FHET
Liabilities BfE
Segment liabilities SHEE 20,065 19,639 39,704
Unallocated corporate liabilities AOEARIAR 11,062
50,766
For the purpose of monitoring segment performance and allocating BERSHARBAERAESHHEORER
resources between segments:
e all assets are allocated to reportable segments other than e FAEBECESREFZEHOHB(A

REE  WE  BERRBANER
ERBREEFEYRI)  BERE
WEEDRERZHIE &

corporate assets, property, plant and equipment and cash and
cash equivalents. Goodwill and intangible assets are allocated to
reportable segments; and

ERBESREANZHH (A
AREREFRIN)

o all liabilities are allocated to reportable segments other than °
corporate liabilites and bond.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁj%ﬁ% M:.I--EI For the year ended 30 June 2016 BiE—ZE—<ESA=+RILEE

5. SEGMENT INFORMATION (CONTINUED) 5. DEHEE(E)
Other segment information HhmEpEFE
Environmental Management
and Cleaning AUTO Services  Investments  Unallocated Total
RERER AUTO EERY RE KO @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TiEn TER TiER TER

2016 ZB-RF

Depreciation of property, plant 1% - & R &I E
and equipment

Amortisation of the intangible A=
assels

Impairment loss on gooowil B RESE(HE16)
(Note 16)

Impairment losses on intanglble T A REERE(E17)
assets (Note 17)
Impaiment losses on depost 14 Rt el R

and oter receivables REEE
(Note 21) (Fitsta1)
Unrealised loss on financial ~ $RA BT ABa5H)
assets at FVTPL TREERENFE
Gain on disposal of property,  HENE - BiE
plant and equipment Rk fEnha

Additions to non-current assets” JEm B R B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬂjﬁ%ﬁ% M:J--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

5. SEGMENT INFORMATION (CONTINUED) 5. DEWEE(E)
Other segment information (continued) Htt S EBEE(E)
Environmental
and Cleaning AUTO  Unallocated Total
RIERIFR AUTO Foval #Et

HK$'000 HK$'000 HK$'000 HK$'000
TATT FTAT FTAET TAET

2015 —E-hF
Depreciation of WE - BEKEREITE
property, plant and equipment 4,720 81 1,347 6,148
Amortisation of B A EEH
the intangible assets = 56 S 56
Impairment loss B RERE
on goodwill (Note 16) (Hf3x16) = 8,530 - 8,530
Impairment losses on deposit and 1% 4 5 E b & U 3% T8
other receivables (Note 21) BBEE(ME21) 4,460 = 1,200 5,660
Loss from termination BIEP BB ETE 2
of possible acquisition B8 (fi7E8)
(Note 8) = = 4,500 4,500
Gain on disposal of HEWE - BE
property, plant NIRRT 58
and equipment, net 75 - - 75
Additions to non-current assets*  FEREBNEENE" 4,688 19 5,439 10,146
Additions to non-current assets excluding goodwill, intangible assets, deferred tax * ERBHEEREITRIERE B EE &
assets and restricted bank deposits. ERITEEER SR RITER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁﬁ% M:J-EI For the year ended 30 June 2016 B E —E—~EXNA=+THILFE

5. SEGMENT INFORMATION (CONTINUED) 5. HEEE(E)
Information about major customers FTEEREH
Revenue from major customers, each of them amounted to 10% or L= I EEFPHKS(BEAKE K
more of the Group’s revenue, are set out below: 10%3K A E) BB -
2016 2015
AL —E-hfF
HK$’000 HK$'000
FET FAT
Customer A BEA 43,312
Customer B 2FB 32,074
Customer C BFC 26,675
Geographical information Hhis 3
The Group’s operations are located in Hong Kong and the PRC. REBZEBNAREBLTEH -
The revenue generated from Environmental and Cleaning, AUTO and RIBNMEEZ AUTONEIBIRIFEES ZW
Management Services are mainly in Hong Kong and the PRC. For the HXFEXREAEALTEHE - REWATIIR
geographical information, services income are analysed at different IR RIMIE D AT - LASR i & kY o
geographical areas as below.
2016 2015
—EB-RF —F-RF
HK$’000 HK$'000
FExT FAET
Hong Kong BB 263,818 202,192
The PRC s 5,620 -
269,438 202,192
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e MR MEE

5.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

SEGMENT INFORMATION (CONTINUED) 5. SEBEE(E)
Geographical information (continued) i ()
The following is an analysis of the carrying amount of non-current T AEEREREEEMEE Z IERD
assets analysed by the geographical area in which the non-current BEREEN
assets are located:
2016 2015
—E-XRF —E-NF
HK$’000 HK$'000
FET FHET
Hong Kong a5 17,832
The PRC - -
17,832
FINANCIAL INSTRUMENTS 6. &#MTHR
(a) Categories of financial instruments (a&MIASE
2016 2015
AL —=—h%F
HK$’000 HK$'000
FET FHT
Financial assets TREE
Financial assets at FVTPL BATEFABENSREE =
Loans and receivables B R EWGRIE
— Trade receivables — B S REWFIE 45,720
— Deposits and other receivables —i&e MEMEFRIE 10,758
— Restricted bank deposits —ZBRFIRITER 7,722
— Cash and cash equivalents —BeMREEEY 45,425
2016 2015
—EB-RE —EF-1F
HK$’000 HK$'000
FET THT
Financial liabilities cHas
Amortised cost B SHRR AR
— Trade payables —E SEMNZIE 7,848
— Accruals, deposits received and —EFTER BEduRe
other payables K E fb S 5RIE 22,495
— Bank and other borrowings —RIT R EMER 263
- Obligations under finance leases ~ — B AR ERE 825
- Bond — &% 9,250
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6. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and
policies

The Group’s activities expose it to a variety of financial risks:
market risk (including foreign currency risk and interest rate risk),
credit risk and liquidity 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.

Market risk

()

(i)

Foreign currency risk

The Group and the Company mainly operate in Hong
Kong and is exposed to foreign exchange risk arising from
Renminbi (‘RMB”) as certain bank balance of the Group is
denominated in RMB. The Group’s management do not
expect the net foreign currency risk from these activities
to be significant and hence, the Group and the Company
do not presently hedge the foreign exchange risks. The
Group and the Company periodically review liquid assets
and liabilities held in currencies other than HK$ to evaluate
its foreign exchange risk exposure.

There is no sensitivity analysis as the risk is insignificant.

Interest rate risk management

The Group’s cash flow interest rate risk relates primarily
to variable-rate bank borrowings. It is the Group’s policy
to keep its borrowings at floating rate of interests so as to
minimise the fair value interest rate risk.

As at 30 June 2016 and 2015, the Group’s cash flow
interest rate risk is mainly concentrated on the fluctuation
of Hong Kong Dollar Prime Lending Rate/Best Lending
Rate arising from the Group’s Hong Kong Dollar
denominated bank borrowings. Since the Group does not
expect any significant movement in these interest rates,
the Group’s exposure to interest rate risk is minimal. The
exposures to the interest rate risk are monitored on an
ongoing basis.
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6. &FMTHR(HE)

(b)

MEREEEERRBE

AEENEBSAREEHZER
R SRR (SRS ER
EMERR) FERRERSE
TR - ARENEERRE R
FEPRT R TSN A RN -
SHERUAEEMHERANBEDT

MNP EREHE -

mE R
() SMEER

KEBMARBEEERE
B - ARAEEET
BITHEBAARE (TAR
EHE - A RAAR
EMELSNIINERR - A%
EHNEREEENZSELDN
INEE R B R BRI N E K o
o AEBRARRREIL
EERINERRR o AEE K
AR EEBRFBITA
IMEBRENRBEER
BE - AFHEINERE o

B ERIE B A - R &
EITHREDTT

(i) FIEERETE

AEENRERENXRER
FTEREFHHNRRITHERE
o ARBOBR BB ER
RFHMEFEURERE
RFEMEER
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REFERRRE ANEE N
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

6. FINANCIAL INSTRUMENTS (CONTINUED)

For the year ended 30 June 2016 HE—=F

6. ST R(HE)

—RERAZTHIEFE

(b) Financial risk management objectives and (b) MERKEEABERBEK(E)
policies (continued)
Credit risk =&k

At the end of each reporting period, the Group’s maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to discharge an obligation by the
counterparties is arising from the carrying amount of the
respective recognised financial assets as stated in the
consolidated statements of financial position.

In order to minimise the credit risk, the management reviews the
recoverable amount of each individual debt at the end of each
reporting period to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the Directors
consider that the Group'’s credit risk is significantly reduced.
The Group’s credit risk is primarily attributable to bank deposits,
pank balances and trade and other receivables. Individual credit
evaluations are performed on all customers and counterparties.
These evaluations focus on the counterparty’s financial position,
past history of making payments and take into account
information specific to the counterparty as well as pertaining to
the economic environment in which the counterparty operates.
Management has a credit policy in place and the exposures to
these credit risks are monitored on an ongoing basis.

The Group had certain concentration of credit risk as 60.0%
and 42.1% of the total trade receivables of the Group were due
from & customers as at 30 June 2016 and 2015 respectively.
Management considered the credit risk is limited since the
Group trades only with customers with an appropriate credit
history and good reputation. The management monitored the
financial background and creditability of those debtors on an
ongoing basis. In addition, the credit risk on liquid funds including
bank deposits and bank balances is limited because the
counterparties are banks with good reputation.

EAX%%:'EHH?E AEBRHF IR

EETTEE ﬁﬁ%ﬂlﬁ&fﬁzl&&@“*
E?H‘%JESTEE’\J BIEERR - RELHZ
éﬂ?ﬁ%iﬂlﬁiiﬁ%«%ﬁﬁﬂﬁiﬁefiﬁﬁﬁﬁﬁ
BEMKR@E -

EREEERR  EEERE
&%ﬁﬂﬂikﬂ%ﬂﬁu BIRHY AT YL Al
2 BRATHKRESEER
RRERERE - BME - EFRA
AEENEERRERBRE - K
SENEERRIERARTHE

R RITHER  BHREMEYK
B AEBEHMERP YT

ERERME B o tEFT A&
REFHB BN - R
WEERBEFHHABER - UK
ﬁ%ﬂ%ﬁ%%%&mﬁ@h%m
AR MEFEEMEﬁﬁﬁ I
SRELZEER
E/\\ 7 /\ﬂE& jﬁ ﬂﬁz/\ﬂ
=+H BARAEEERAREF
RIRTE D B b 48 2 5 WG E B
m@mum% ﬁﬁ%lﬁ%ﬁ
ﬁtmﬁ$ﬁf o AR ALE
[EEBESA Eﬁﬁﬁ&ﬂﬂﬁm
MEFRS MERERBREER
BHR - ERERELTZEER
AR EE S REE - b+ $R]RTT
ﬁm&&ﬁﬁflu #/}Ib@]fé%m1+
BRER AAHFHFAEERYT
HIERTT o
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6. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and

For the year ended 30 June 2016 BEE —Z— NEXNA=1RHILEFE

6. SFMTR(HE)
(b) MEBEREEEBEERBK(E)

policies (continued)

Liquidity risk

The Group has to maintain a suitable level of liquidity to finance
the daily operation, capital expenditure and repayment of
borrowings. The Group’s policy is to regularly monitor current
and expected liquidity requirements and its compliance with
lending covenants to ensure that it maintains sufficient reserves

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

Specifically, for secured term loans which contain a repayment
on demand clause which can be exercised at the bank’'s sole
discretion, the analysis shows the cash outflow based on the
earliest period in which the entity 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

mBEZEE

AEBBERBEEKFNRBDE
& MBI A EEBENE  BAH
X REEBR  ARENBRAE
HERMlARRDESRE

ETERRHEBENR - EWREERT
WREHE  AENEHRRES

AREME @ AR SAREREER
K(HRIT2EMIBITE) HEEA
EHERME - TR ERTH
RMERAEENRE RS - ANEX
ATTEE R UR B & SR A R R 3
BB A2y o ELADIRTTE KA B HA
BT IRRBEE & K A B -

borrowings is prepared based on the scheduled repayment

dates.
The remaining contractual maturities at the reporting date of the REHSEAREBITESREE
Group’s non-derivative financial liabilities are as follows: A TNENREEFY T -
Weighted More than More than
average Within 1yearbut  2years but Total
effective 1 year or less than less than Over undiscounted Carrying
interest rate  on demand 2years 5years 5years  cash flows amount
mEYs -£R BE-F BEME FER

RRNE FEER  EHRME  EOREF BENE REREAR K
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR

Asat30June 2016 W=E-~EXE=TH

Trade payables BHRRTE

Acoals, deposts  FEHER - 2MiRS
recehedandoher  REMENZIE

payables
Otherborowings B ffufesh
Bond &5

Obigations under ~~ RYETEAJE
finance leases
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6.

FINANCIAL INSTRUMENTS (CONTINUED)

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

6. ST R(HE)

(b) Financial risk management objectives and (b) HMEREEEREHRRBEK(E)
policies (continued)
Liquidity risk (continued) TEELERE(1E)
Weighted More than More than
average Within 1 year but 2 years but Total
effective 1 year or less than less than Over  undiscounted Camying
Interest rate on demand 2 years 5years 5years cash flows amount
T —£n BE—F REmE AR
ik GEER  BORWmE  BOREE TENE RenBEE BEE
% HK$000 HK$000 HK$000 HK$'000 HK$000 HK$000
T T T AL AL T
Asatd30Jne 2015 RZE-REA=1H
Trade payables BARNFE - 7,848 - - - 7848 7848
Accruds, deposits  JEEF B - BlIEE
receved and other ~— REL{ERFUE
payables - 22,4% - - - 22,4% 224%
Benkborowings  $RITIEH 60 26 = = = 266 23
Bond &7 85 70 700 2,100 10992 14,492 9,250
Obigafonsunder ~ BAHEAHR
finance leases 36 789 50 = = 839 825
32,098 750 2,100 10,992 45940 40,681
Fair value of financial instruments (c) €EMIANLFE

(c)

The fair values of financial assets and financial liabilities are
determined as follows:

The fair values of financial assets and financial liabilities with
standard terms and conditions and trade in active markets are
determined with reference to quoted market bid and ask prices
respectively.

The fair values of other financial assets and financial liabilities
are determined in accordance with generally accepted pricing
models based on discounted cash flow analysis.

The Directors consider that the carrying amounts of financial
assets and financial liabilities recorded in the consolidated
financial statements approximate to their fair value.

SHEAERSBMABRNATEER
T

AEBAZREGR AR LR EET S
EENSREERERABENAYF
BN RN2EmEMEEABNRE

HemMEERERBENAFE
DNERBRASREDMRARTE

EBRAEE -
EERANEAMBREMATHE

MEEMERAGBRIERLAF
BRE °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁﬁ% M:J-EI For the year ended 30 June 2016 B E —E—~EXNA=+THILFE

6. FINANCIAL INSTRUMENTS (CONTINUED) 6. &@MTIA(#E)

(c) Fair value of financial instruments (continued) (c)

The Group uses the following hierarchy for determining and
disclosing the fair values of financial instruments based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or

&I RAMHAFHEGE)

AEBRIBEL T EFENEABE
AERREERAFEFENBAR
BHEERENERUERUTER
EERhEEcRIARTE 758
LI

s FABABBRERNG
ERHAIULRGNEREE
FEERERTIS 2 ME (R

@A)

s FE_RBWAREEREENL
B EERAEERMABERZ
BAHE(E—RABRENR
BERIN &

s FZABABBREELER

liability. BRI A B I A B -
Level 1 Level 2 Level 3 Total
g% E-R E=® @
HK$’000 HK$’000 HK$000 HK$’000
FHRX FTHERX  TET  TER
30 June 2016 —E-XRFEARA=1+H
Financial assets EEEE
Financial assets at FVTPL BRAFEFABER
TRIEE
Fair value Valuation technique(s)
Financial assets Fair value at hierarchy and key input(s)
SRIEE RUTHBRZAEE LAFEER EERM R EEEAZE
Financial assets at FVTPL 30 June 2016 Level 1 Quoted bid prices in active market
BAEMES B HK$18,454,000 F— RGBS 2 WE
TREE ZE-RFRA=1H
18,454,000/ 7T

No analysis is disclosed since the Group has no financial
instruments that are measured subsequent to initial
recognition at fair value as at 30 June 2015.

There were no transfers between level 1 and 2 for the
years ended 30 June 2016 and 2015.
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e MR MR

7.

CAPITAL RISK MANAGEMENT

The Group’s primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern, so that
it can continue to provide returns for shareholders of the Group and
benefits for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access to
finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maximise the retums to maintain a balance between the
higher shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a sound
capital position, and makes adjustments to the capital structure in light
of changes in economic conditions.

Neither the Company nor any of its subsidiaries are subject to externally
imposed capital requirements.

The capital structure of the Group mainly consists of debts, which
include bank and other borrowings/bond and obligations under finance
leases, and equity attributable to owners of the Group, comprising
issued share capital, share premium, other reserve, contribution
surplus and retained eamings. The Group considers the cost of capital
and the risks associated with each class of capital to monitor its capital
structure on the basis of a gearing ratio. This ratio is expressed by as
a percentage of total borrowings over the total equity. The Group's
overall strategy remains unchanged during the years ended 30 June
2016 and 2015.

The gearing ratios at 30 June 2016 and 2015 were as follows:

7.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

BEERER

AEEETEAEENTERRRRE
AEBEBRERLENRES  BBIKR
BB K R an S IR 75 T (BIA S A& 3B
RARGRE  BERARBERRTX
(o] 5 K A3 At F| 25 AR RE & T 2K Rl ak

AEEBEGERRALERRENGRE
AR KB - AR =R E R (7] 58
HEER R ETUKT) BR FE RS R
MBS MEREFRR Y - XRBEEHE
BRB(CHBREARGERE -

AR B SHE AT B R BHAZ IR
IEYE AR IRTE FrARAR

AEENERNGEBIEHEBENX &
EIRTTREMEREERBEHREA
- ARAKREEREA ARE#EZR - 2P
BREBITEREAN - ROEE - M
" BABRBIREREN  AEBEEE
BARRAREEBE AR E R AR
BEABHREEEREERERE - %
bERIAE R ABRBRR A S BN B D I
FE-REE_ZE-RER-_Z—4OF
NAZTRILEFE  ARENBERE
MRS o

R-E—RER-_ZE-AFXA=+H
MEEREL R

2016 2015
= —FT-REF

HK$’000 HK$'000

FET FET

Total borrowings (Note (i) ek sass (F=Ex) 14,449 10,338
Total equity (Note (i) e A RE (M () 118,683 76,739
Gearing ratio BERAMRLE 12.2% 13.5%

Notes:

i) Total borrowings include bank and other borrowings, obligations under finance
leases and bond are detailed in Notes 26, 27 and 30 respectively.

(ii) Total equity includes all share capital and reserves at the end of the reporting
period.

) ERBEBERITREAMBER  MEREE
BRES  F1E2BIERHITE26 « 27K&30 ©

(i R R BIEN R E BRR T A A K
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8. OTHER INCOME, OTHER GAINS AND LOSSES 8.

For the year ended 30 June 2016 BEE —Z— NEXNA=1RHILEFE

Hftlg A - Htlr 2 B B8 Ll &

AND IMPAIRMENTS e
2016 2015
—E-XE —E—hF
HK$’000 HK$'000
FET FBT
Other incomes: Hg A -
Interest income FLEWA 47
Dividend income & B A -
Sundry income FETRIRA 380
Reversal of provision for long service RO RERG S BH
payment 230
Reversal of provision for claims B RERE 426
1,083
Other gains: Hiplss ¢
Gain on disposals of property, HEWE  BE
plant and equipment, net MR BRI F 5 75
Other losses and impairments: HitEsE RpE -
Loss from termination of possible IERIBE s B IEM SR
acquisition (Note) (F5E) (4,500)
Impairment losses on deposits and e kA ERGIERERE
other receivables (Note 21) (FFE21) (1,000) (5,660)
Unrealised loss on financial BAFEFABGENESRHEE
assets at FVTPL RELEIE (1,444) -
Impairment loss on goodwill (Note 16) P& AR (M:X16) (629) (8,530)
Impairment loss on intangible assets EREERERE(HE17)
(Note 17) (838) -
(3,911) (18,690)
(2,372) (17,532)
Note: BisE -

On 20 October 2014, Go Million Limited (“Go Million”), a wholly-owned subsidiary of
the Company, entered into a non-legally binding memorandum of understanding (the
“MOU") with Lofty East Limited (the “First Vendor”) and Creation Era Limited (the “Second
Vendor”) (collectively referred to as the “Vendors”) for the possible acquisition (the
“Possible Acquisition”) of not less than 51% of the issued share capital of Hong Kong
Automobile Restoration Group Limited (the “Target Company”), under which a deposit
of HK$4,500,000 was paid by Go Milion to the Vendors. The Target Company, through
its subsidiaries, is principally engaged in motor vehicles beauty services including cars
detailing, repairing and maintenance services in Hong Kong, Macau and Taiwan.
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R-ZE—NE+A=-1+H  ARAL2EWNBRRS
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B DI —BTBERAR NN F R E = ([R5
EER]) - A A A U EHong Kong Automobile
Restoration Group Limited([ B 122 & 1) N5 51%H)
BEITRA(AREKESE]D Kt - 28R%EE
75 444,500,000 TS - BIZRARBREMER
RIEEREBFEERRY - REEES - BFIRAE
HTBEED - BERRERS -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁjﬁ*ﬁ% M:.I--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

8. OTHER INCOME, OTHER GAINS AND LOSSES 8.
AND IMPAIRMENTS (CONTINUED)

Note: (continued)

This deposit is unsecured, interest free and refundable in the event that no formal sale and
purchase agreement is entered into between Go Million and the Vendors solely due to the
fault of the Vendors.

On 9 January 2015, Go Million decided to terminate the MOU with effect from 9 January
2015, and as a result, the deposit of HK$4,500,000 shall not be refunded to Go Million

from the Vendors.

The deposit of HK$4,500,000 was charged to the profit or loss during the year ended 30

HAbdr A - Hfih i &2 B 5 48 LU &
wiE (4R)

BeE - ()

R REER  REREERZSEARRMERS
BRZEEFARIVEAEERENER T TIUR
jﬁ °

RZT—FRE—ANB  BERAERILREER -
BE-Z—AF—ANBRER  ZEEFTETEEE
RIER$ 4,500,000/ 7T ©

B £4,500,0008TERBE_T—RAFNA=TA

June 2015, IEFENEREPINR -
9. FINANCE COSTS 9. MWAF
2016 2015
—E—XE —ET—RF
HK$’000 HK$'000
FET FHT
Interests on: DTFEENRE :
Bank borrowings wholly repayable BRRAFANBHEERN
within five years RITEN 49
Finance leases charges MEREER 83
Effective interest on bond (Note 30) B2 BEFIE (M5E30) 458
Interest on other borrowings Hibfgsz F8 -
590
10. LOSS BEFORE TAXATION 10. BRIRAIEIE
Loss before taxation has been arrived at after charging: FREIRIESIBE HIRR T3 I1A -
2016 2015
—E-XREF —E—hF
HK$’000 HK$'000
FET FAT
Auditors’ remuneration EETEB & 500
Depreciation of property, Y - BERRETE
plant and equipment
— Owner by the Group —REEfHE 5319
— Held under finance lease obligations ~ — ¢ @MBAEEEE NEH 829
Loss on written off of property, WY - BB MR 2 B8
plant and equipment 243
Amortisation of intangible assets BB Y 56
Cost of consumable goods SHFEMAAS 2,827
Provision for untaken paid leave FRIREVE B R A S 332
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For the year ended 30 June 2016 BEE —Z— NEXNA=1RHILEFE

10. LOSS BEFORE TAXATION (CONTINUED)

Loss before taxation has been arrived at after charging: (continued)

10. FRIRATESIR (K8)

BRI AT ERE IR THISRE - (8)

2016
=F-AF
HK$’000
TR

Staff costs including directors’
emoluments:
— Salaries and wages
— Share-based payments
— Long service payment
— Allowances and others
— Contributions to defined contribution
retirement plans

BTHA(BRREREZHMH)

—HERTE
— DARRAn R R AR
— KRGS
— R M EA

— ERHEFRAGT BRI HER

163,181
6,625
95

742

6,237

176,880

Minimum lease payments under
operating leases

REMER NTREBEFR

7,394

11. INCOME TAX CREDIT/(EXPENSES)

11. FABMIESR (BAX%)

2016

S
HK$’000
T

Current tax; BNEARHIE -
Hong Kong Profits Tax BENIEH
— Current year provision —RNEEEME
— Over provision in prior years —BFFE BRI
Current tax; BIEAFR I -
PRC-EIT PRI TS H
— Current year provision — ARFEEE
Deferred tax (Note 29) EIER A (MH7E29)
Income tax (credit)/expenses TR (%),Fx
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2015

—E—RF

HK$'000
TAT

116,160

53
1,426

4,474

122,113

3,099

2015

—E—RF

HK$'000
TAET

1,372
(47)

1,325

1,325
61

1,386
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e MR MR

11. INCOME TAX CREDIT/(EXPENSES) (CONTINUED)

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

11. FiRIRIESR (FAX)(8)

The income tax (credit)/expenses for the years ended 30 June 2016
and 2015 can be reconciled to the loss before taxation per the
consolidated statement of profit or loss and other comprehensive
income as follows:

BHE-_Z—XRFER-_ZE—RAFA=1+
BEFENMERER) FXEEA
BREkEM2ERSERTRGHEATEE
RIEBRIAT ¢

2016 2015
—E—XE —T-RHF
HK$’000 HK$'000
FExT FET
Loss before taxation FRETATE 1 (51,462) (25,863)
Tax at the applicable income tax rate of 1@ A FTEHI & 16.5%
16.5% (2015:16.5%) ZE—FF : 16.5%)
FTERBIE (8,491) (4,267)
Tax effect of: UTEENRIETE
Income not taxable for tax purpose BERFRIA (445) (159)
Expenses not deductible for tax purpose AT IF B 1,189 2,149
Recognised temporary differences EERERER = 128
Over provision in prior year BEFEHRERE (30) (47)
Effect of different tax rate of subsidiaries  FAE A alJAE R L ERMTEB A A
operating in other jurisdiction NELESZ 127 =
Tax loss not recognised RIERTIGEE 7,393 3,582
Income tax (credit)/expenses TSR (E%),FAx (257) 1,386

No provision for Hong Kong Profits Tax had been made as the Hong
Kong subsidiaries of the Group did not generate any assessable profits
in Hong Kong for the year ended 30 June 2016. Hong Kong Profits Tax
is calculated at 16.5% of the estimated assessable profits of the Hong
Kong subsidiaries of the Group for the year ended 30 June 2015.

PRC Enterprise Income Tax (‘EIT") is calculated at 25% of the
estimated assessable profits of PRC subsidiaries of the Group for the
year ended 30 June 2016. No provision for PRC EIT had been made
as the PRC subsidiaries of the Group did not generate any assessable
profits in the PRC for the year ended 30 June 2015.

Pursuant to the PRC tax law, a 10% withholding tax is levied on
dividends declared to foreign investors. A lower withholding tax rate
may be applied if there is a tax treaty arrangement between the PRC
and jurisdiction of the foreign investors. According to the tax treaty
between Hong Kong Special Administrative Region and the PRC,
for avoidance of double taxation and prevention of fiscal evasion,
dividends declared from the PRC subsidiaries to Hong Kong holding
companies are subject to 5% withholding income tax.

HREE—E-—R"ERAA=ZTHALFERNLE
REBEBELETMAERTUEHN - MAKEFEN
BARIVERERANGH BEZ-F—1F
NAZTHALEFEANTBNEHRIAAKE
BB R RN AT ERRTE MIR 16 6% ©

HE_T-—R"FA=THILEFENFEME
PR (TREMBHR]) DA KE S R /E
NA G ETER DS ML 26%:TH - BRE—F
—hAFRNA=TBELFERALERTREELE
] FERR T g ) - BN 5 (8 P [ P JB 2 ) i 3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

12. DIVIDENDS 12. R

The Directors do not recommend the payment of any dividend for the
years ended 30 June 2016 and 2015.

13. LOSS PER SHARE 13. BREBGIE

The calculation of the basic and diluted loss per share attributable to
the owners of the Company is based on the following data:

EETEZRBE_F—
—HERNA=THIEFERMNERMRS

For the year ended 30 June 2016 BiZE =T —<&EA=1TRHILEE

NERZE

AEARTAEEARGEREAREE
BRI 5 A T 5 SR A ERE -

2016 2015
—E-RE e
HK$’000 HK$'000
FER FHT
Loss for the year attributable to the STHEEREANMEEEERMERN
owners of the Company for the purpose AN BIHEB AEIHEE 18
of the basic and diluted loss per share (27,205)
2016 2015
AL —Z=—h%F
’000 ‘000
TR T
(restated)
(&%)
Weighted average number of shares for 5+ & A EA K #EEE5 18
the purpose of the basic and diluted e FA Y hnge ¥ AR 2
loss per share (Note) (Ff%E) 1,415,683 1,240,000
Note: Bt eE -

The weighted average number of ordinary shares for the purpose of basic and diluted
loss per share has been adjusted and restated for the share subdivisions made on 17
November 2014, the issuance of shares upon an open offer on 9 December 2015 and the
share consolidation made on 15 March 2016.

The share warrants are not included in the calculation of the diluted loss per share as they
have anti-dilutive effect on the basic loss per share for the years ended 30 June 2016 and
2015.

The outstanding share options are not included in the calculation of the diluted loss per

share as they have anti-dilutive effect on the basic loss per share for the year ended 30
June 2016.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI ERR M

14. DIRECTORS’ EMOLUMENTS AND FIVE
HIGHEST PAID INDIVIDUALS

Directors’ emoluments

Directors’ remuneration for the year, disclosed pursuant to the
applicable Listing Rules and Companies Ordinance is as follows:

Salaries and
other emoluments
Director's fees and benefits Share-based payments
- EL B4 EbMARERE  URBAEERR
216 015 2016 015 216 015
ZE-pE Wil C3-7E Weesiid C7-7F Mgl
HKS000 IV  HKS000 [EEICIVON  HKS'000 [RSTSSV
Thn vl TET R TET R
Chairman, Chief Executive Officer £ - TREHR
and Executive Directors #nEs
Mr. Ve Jngyuan (3 E2Rity = s -
. Chen Wi Ki [0 REfEED 20 - -
20 o =
Executive Directors yEE
Ms. Ding Pingying (¢ TEELLY - - =
M. Wang Jun 0 TELL = -
. Zheng Yeozreng ) FERE = = -
Ms. Wong Chi Yan f) AR | - =
. Cao Zinen g XD 540 -
. Fan Shek Cheong, Alen ) ERETEN 20 40
. Wong Yin Jun, Semel ) TERRE) 19 -
M. Hung Sui Hig, Lian ) AR 139
. Wang L TN 1% =
M. Zrang Chengin ) FREE) 0 -
1546 40 -
Non-gxecutive Directors FuEs
M. Yu Yaopig m) RO - = e
Ms. i Gngchen £ B - - -
M. Fan Sheung Tig, Mara ) BRETI k)] = =
. Woo Yk Man (o It kil - -
61 - =
Independent Non-executive BUHGES
Directors
M. Kook Tz Ching, Jack ) BRLAD = =
M Huang e g B - ; F
. Chow Chun Hin Lesle 5 ety = . 5
M. Ch Cti'on Robert 54 5 -
M. Chan Chi Tong, Kenny () REZTAY ® -
. Chen Kinok Wang 1) RELREY ® -
. Ho King Men, Kenveth ) R ki) -
. Tong Kin Png, Patick 1) FRTAEN ki) -
NI Yu Tat Kong, Petnis 1) SEEELY) 40 =
. Lo Wing Seng BXERED L} .
M. Lai Changming (aa) B2 87 - =

For the year ended 30 June 2016 EE —ZT— R NFNA=THILFE

14. EEMeRAEREFA L

EEHe

RIBER LR R 2 EHEDI PR EE
NEEFHMOT

Contributions to
retirement benefits
scheme

BRI AN
015
E-1f
HK000
TAL

Total emoluments

Hesg

Discretionary bonus

B

2016
E-RE
HK$'000
T4n

2015
I-1f
HKF 000
TEL

2016
“EE
HKS000
TEn

015
“5-1f
HK$000
T

A
663
204
14
139
%0

2462
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

14. DIRECTORS’ EMOLUMENTS AND FIVE
HIGHEST PAID INDIVIDUALS (CONTINUED)

Directors’ emoluments (continued)

Notes:

Mr. Ye Jingyuan was appointed on 20 June 2016.

Mr. Chan Wai Kit was appointed on 16 June 2015 and resigned on 11 July 2016.

Ms. Ding Pingying was appointed on 1 June 2016.

Ms. Wang Jun was appointed on 12 November 2015 and resigned on 19
September 2016.

Mr. Zhang Xiaozheng was appointed on 19 October 2015 and resigned on 18 May
2016.

Ms. Wong Chi Yan was appointed on 16 June 2015 and resigned on 18 July
2016.

Mr. Cao Zhiwen was appointed on 7 August 2014 and resigned on 19 October
2015.

Mr. Fan Shek Cheong, Allan resigned on 2 December 2014.
Mr. Wong Yin Jun, Samuel resigned on 30 October 2014.
Ms. Hung Sui Hing, Lilian resigned on 26 September 2014,

Mr. Wang Li was appointed on 26 September 2014 and resigned on 14 February
2015.

Mr. Zhang Chenglin was appointed on 26 September 2014 and resigned on 16
June 2015.

Mr, Xu Xiaoping was appointed on 22 October 2015 and resigned on 4 July 2016.

Ms. Fan Sheung Ting, Maria resigned on 26 September 2014.

Mr. Woo Yik Man was appointed on 28 July 2014 and resigned on 30 October
2014,

Mr. Kwok Tsz Ching, Jack was appointed on 25 April 2016.

Mr. Huang Ke was appointed on 1 March 2016.

Ms. Li Qingchen was appointed on 12 November 2015 and resigned on 20 June
2016.

Mr. Chow Chun Hin, Leslie was appointed on 23 September 2015 and resigned
on 25 April 2016.

Mr. Chui Chi Yun, Robert was appointed on 16 June 2015.

Mr. Chan Chi Tong, Kenny was appointed on 26 September 2014 and retired on
4 February 2016.

Mr. Chen Kwok Wang was appointed on 19 November 2014 and retired on 4
February 2016.

Mr. Ho King Man, Kenneth resigned on 26 September 2014,
Mr. Tong Kin Ping, Patrick resigned on 26 September 2014.
Mr. Yu Tat Kong, Petrus has resigned on 30 October 2014.

Mr. Lo Wing Sang was appointed on 4 August 2014 and resigned on 19 November
2014.

Mr. Lai Changming was appointed on 26 September 2014 and resigned on 16
June 20156.
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Fie -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁjﬁ*ﬁ% M:.I--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

14. DIRECTORS’ EMOLUMENTS AND FIVE 14. EXMeéRABESHFAL(IE)
HIGHEST PAID INDIVIDUALS (CONTINUED)

Key management personnel FEETEAR
Remuneration for key management personnel, including directors’ EEBEASMS(BIEESME )T -

remuneration, was as follows:

2016 2015
—EB-RE e e
HK$’000 HK$'000
FET FHET
Salaries, allowances and other benefits ¥4 - 2285 R E #1287 3,489
Share-based payments LARR D AR R -
Discretionary bonus EYIBTEAL 165
Contributions to retirement benefits RN R FT S
scheme 58
3,702
Five highest paid individuals IEEEFHFAL
The five highest paid individuals include 2 directors (2015: 3 REE-Z—"EFA=Z1+HIEFE -
directors) of the Company during the year ended 30 June 2016. The T2 SEeH ATBEBEAAGZEESR (=
remuneration paid to the remaining 3 individuals (2015: 2 individuals) E—hF 3EZEZE) RNEE_ZT—F
during the year ended 30 June 2016 was as follows: NAZTRHIEFE  MBRTIBAT(Z

T—RE  2ZAT) AT ¢

2016 2015
—E-XRE —E—RF
HK$’000 HK$'000
FHET FHET
Salaries, allowances and other benefits ~ ¥& -~ s28E R E A IEH] 1,122
Share-based payments AR 1 B ERERT R =
Discretionary bonus IEIEAL 7
Contributions to retirement benefits IRIRABEHGFT B R
scheme S8
1,232
The number of these non-directors, highest paid employees whose TN TUTHENZEZIEES &5
remuneration fell within the following band is as follows: FEEAZBWLT :
2016 2015
—E-XE —E—hF
Nil to HK$1,000,000 £%1,000,00087T 2
HK$1,000,001 — HK$1,500,000 1,000,001 87T E 1,500,000/ 7T e
HK$1,500,001 — HK$2,000,000 1,600,001 87T E 2,000,000/ 7T =
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁﬁ% M:J-EI For the year ended 30 June 2016 B E —E—~EXNA=+THILFE

14. DIRECTORS’ EMOLUMENTS AND FIVE 14. EXEMi¢RIABRSHFAL(IE)

HIGHEST PAID INDIVIDUALS (CONTINUED)
Senior management

The emoluments of the senior management of the Company are within
the following band:

EREERE
AR AR E R BTN FLAT 468 -

2016 2015
—g-X"F  —F-6F

Nil to HK$1,000,000 T %1,000,000/87T
HK$1,000,001 — HK$1,500,000 1,000,001 7T E 1,500,000/ 7T
HK$1,500,001 — HK$2,000,000 1,500,0018 7T % 2,000,000/ 7T

For the years ended 30 June 2016 and 2015, no emolument was paid
by the Group to the Directors, key management personnel or any of the
five highest paid employees as an inducement to join or upon joining
the Group or as compensation for loss of office. None of the Directors,
key management personnel and the five highest paid employees
had waived or had agreed to waive any emoluments during the years
ended 30 June 2016 and 2015.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

15. PROPERTY, PLANT AND EQUIPMENT

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

15. 9% - BEREH

Furniture  Equipment
and and Motor ~ Computer  Leasehold
fixtures  machinery vehicles  equipment improvement Total
BAREE RERES RE El%E RELE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thx Thx THT THT THT THT
Cost: A
Asat 1 July 2014 RZE-EELA—H 2,529 13,036 19,131 - - 34,696
Addittions RE 1,046 1,906 5,330 14 1,800 10,146
Acquited on acquistion of N ENG TG
subsidiaries 54 43 - - 212 309
Witten off itz (1269) (1,124) = = = (2.386)
Disposals HE - (55) (437) = = (492)
As at 30 June 2015 RZZ-RE A=TAR
and 1 July 2015 “2-1%+A-H 2,367 13,806 24,074 14 2,012 42,273
Addittions NE 267 1,159 B4 78 954 3,442
Acauired on acquistion of RIEERB A RIREE
subsidiaries 109 912 16 22 - 1,069
Written off fiisa (57) (231) = = (931) (1219)
Disposdls e = (859) (2571) = = (3430)
Exchange realignment BN AE (21) (39) ) () = (72)
As at 30 June 2016 R=E-~EXR=TH 2,665 14,748 22,49 109 2,035 42,053
Accumulated depreciation: ~ E3ti7E :
Asat1July 2014 RZZ-MFE+A-H 2,284 10,362 11,005 - - 23,611
Charge for the year FEXH 63 679 5,344 1 61 6,148
Written off it (1,043 (1,100 = = = (2,143
Disposals hE - (25) (333) = = (358)
As at 30 June 2015 RZE-RF A=TAR
and 1 July 2015 “Z-nFtA-A 1,264 9,906 16,036 1 61 27,258
Charge for the year FEYH 258 1,002 4,104 24 950 6,338
Witten off fisH (43 (168) - - (672) (783)
Disposals hE = (427 (2,279) = = (2,700)
Bxchange realignment 5% (19 (14) ) ) - (43)
As at 30 June 2016 R=E-~EXB=1H 1,450 10,299 17,860 22 439 30,070
Carrying amount: REE:
As at 30 June 2016 RZB-~"EXA=1H 1,215 4,449 4,636 87 1,596 11,983
As at 30 June 2015 R-E-R& A=1H 1,118 3,900 8,038 13 1,951 15,015

As at 30 June 2016, the carrying amount of the Group’s motor
vehicles included amount of approximately HK$1,454,000 (2015:
HK$1,638,000) in respect of assets held under finance lease.

RIB—XNENA=1H AEESENERR
EEFAETHBEREREMEFEENTIELY
1,454,000 7 ( —ZE—F4F 1,638,000/ T) °

wEERERAE £®%206 145



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

16. GOODWILL 16. H&
Management PPS
AUTO Services Shanghai Total
AUTO EERH BH LR st
HK$'000 HK$000 HK$'000 HK$000
FAT TAx FAT AT
Cost: B
Asat 1 July 2014 RZZ-ME+A—H - = = =
Avising on acquisition of a subsidiary (Note 36) IR B A\ R 2= 4 (Fif3536) 9,159 = = 9,189
As at 30 June 2015 and 1 July 2015 RZE-RE A=THRK
“Z-15+tA-H 9,159 = = 9,159
Avising on acquisition of subsiolaries (Note 36)  RUREERT B 22 A1 & 4 (Ff3£36) = 40,747 2,932 43,679
As at 30 June 2016 RZB-AEXA=1H 9,159 40,747 2,932 52,838
Accumulated impairment: ZHREME
Asat 1 July 2014 RZE-ME+A—H = = - -
Impaiment for the year FERE 8,530 - - 8,530
Asat 30 June 2015 and 1 July 2015 RZZ-RERA=THR
“Z-15+A—H 8,530 - - 8,530
Impairment for the year FERE 629 = = 629
As at 30 June 2016 RZE-R~EAA=TH 9,159 - - 9,159
Net carrying amount: FHFE:
As at 30 June 2016 R-B-"EXA=1H - 40,747 2,932 43,679
As at 30 June 2015 R-E-R%FA=1H 629 - - 629

Impairment Tests for CGUs Containing Goodwill

After recognition of impairment losses, the carrying amount of goodwill
acquired has been allocated for impairment testing purposes to the

BEmENAeEL BARENR

HRBEEER CRBHEBZREE
ENREANTREEEEMIAERER

following CGUs: HA%
2016 2015
—E—RE —E-RF
HK$’000 HK$'000
FTHT FHBT
— AUTO (Note (a)) —AUTO(Bt5E (@) 629
— Management Services (Note (b)) —EIB AR (M sE (D) =
— PPS Shanghai (Note (c)) — B 8 (M Ce) =
629
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

16. GOODWILL (CONTINUED)

Impairment Tests for CGUs Containing Goodwill
(continued)

Notes:

(@

The recoverable amount of the AUTO CGU is determined based on the value-in-
use calculation under the income approach, which includes the discounted cash
flows sourced from the financial budgets approved by the management covering a
five-year period, and the post-tax discount rate of approximately 15% that reflects
current market assessment of the time value of money and the risks specific to the
AUTO CGU. The Group tests goodwill annually for impairment, or more frequently
if there are indications that goodwill might be impaired.

Cash flow projections during the budget period are based on the expected revenue
from existing and potential customers throughout the budget period. The cash
flows beyond that five-year period have been extrapolated using a steady 3% per
annum growth rate. The growth rate does not exceed the long term average growth
rate for the market.

AUTO CGU still has suffered segment loss continuously from its operation since
acquisition. Accordingly, the management considered that AUTO CGU would not
generate profit from its operations in the cash flow projections to reflect the current
status and the goodwill allocated to the AUTO CGU s fully impaired during the
year. Therefore, the management considered that an impairment loss on goodwill
of approximately HK$629,000 was recognised during the year ended 30 June
2016 (2015: HK$8,530,000) as the AUTO business operation does not turout as
previously expected.

The recoverable amount of the AUTO CGU has been referenced to the valuation
report prepared by Norton Appraisals Limited, an independent professional valuer.

The key assumptions used in the value-in-use calculations for the AUTO CGU are
as follows:

Budgeted market share The values assigned to the assumption reflect past
experience, except for the growth factor, which is
consistent with the Directors’ estimation of the revenue
from existing and potential customers. The Directors
pelieve that planned revenue growth per year for the next
five years is reasonably achievable.

Number of auto beauty  In order to maintain successive business operations of
centres the AUTO CGU, the Directors believe that there is no
particular difficulty in renewal of the rental agreements
of existing auto beauty centers operated by the AUTO

CGU.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

16. BE(48)

BERENT & EE B AR ENK
(#)
Bt

Rt
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B o
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o
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BB EIE%  AUTOR S EA B FEX
SZREEEENDEEE - At - EEER
B ERESREAP - AUTOBR S EL B
“EEESEEARN  LRBRERAER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

16. GOODWILL (CONTINUED)

Impairment Tests for CGUs Containing Goodwill

(continued)

Notes: (continued)

(b) The recoverable amount of the Management Services CGU is determined based
on the value-in-use calculation under the income approach, which includes
the discounted cash flows sourced from the financial budgets approved by
the management covering a five-year period, and the post-tax discount rate of
approximately 21% that reflects current market assessment of the time value of
money and the risks specific to the Management Services CGU. The Group tests
goodwill annually for impairment, or more frequently if there are indications that

goodwill might be impaired.

Cash flow projections during the budget period are based on the expected revenue
from existing and potential customers throughout the budget period. The cash
flows beyond that five-year period have been extrapolated using a steady 2.8% per
annum growth rate. The growth rate does not exceed the long term average growth

rate for the market.

The recoverable amount of the Management Services CGU has been referenced
to the valuation report prepared by Norton Appraisals Limited, an independent

professional valuer.

The key assumptions used in the value-in-use calculations for the Management

Services CGU are as follows:

Budgeted market share  The values assigned to the assumption reflect past
experience, except for the growth factor, which is
consistent with the Directors’ estimation of the revenue
from existing and potential tenants. The Directors believe
that planned revenue growth per year for the next five

years is reasonably achievable.

Number of In order to maintain successive business operations of
leasing contracts the Management Services CGU, the Directors believe
that there is no particular difficulty in renewal of the leasing

contracts of existing tenants operated in the Management

Services CGU.

The directors of the company believe that any reasonably possible change in the
key assumptions on which the recoverable amount is based would not cause the

carrying amount of the CGU to exceed its recoverable amount.

(c) The recoverable amount of the PPS Shanghai CGU is determined based on
the value-in-use calculation under the income approach, which includes the
discounted cash flows sourced from the financial budgets approved by the
management covering a five-year period, and the post-tax discount rate of
approximately 17% that reflects current market assessment of the time value of
money and the risks specific to the PPS Shanghal CGU. The Group tests goodwiill
annually for impairment, or more frequently if there are indications that goodwill

might be impaired.

Cash flow projections during the budget period are based on the expected revenue
from existing and potential customers throughout the budget period. The cash
flows beyond that five-year period have been extrapolated using a steady 2.8% per
annum growth rate. The growth rate does not exceed the long term average growth

rate for the market.

The recoverable amount of the PPS Shanghai CGU has been referenced to
the valuation report prepared by Norton Appraisals Limited, an independent

professional valuer.

The key assumptions used in the value-in-use calculations for the PPS Shanghai

CGU are as follows:

Budgeted market share The values assigned to the assumption reflect past
experience, except for the growth factor, which is
consistent with the Directors’ estimation of the revenue
from existing and potential customers. The Directors
believe that planned revenue growth per year for the next

five years is reasonably achievable.

1 48 PPS International (Holdings) Limited Annual Report 2016

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

16. WE(48)

EEEmEnAeESEMRENR
(#&)
ST - (40)

b EERBREELBMZAKESETIRE
WAERRERBESETEE  REE
RBEREI A REDFHRE M RAE
MERRRIR SN - MR RD21% KRR
BEMSHERNMERBERRGERESE
LERERR T AREESFAR
(WA R BUREE R gL hIRBE) BRR
EITEERERA -

RBEMSREZ R RERDEREEREE
B2 FEERE BEE B S MG TEY - BiB
REH2 BERE RAETL SN ENEE
b8 o R R LR T BT
k-

EERBRSELBUNITROSEZE
BY BEMGEMEHERFEERARRE
B EREETE °

AEERREREEEEN 2 EREBRKAR
RZ EEB/REWOT -

BEMSNOE REAEEZ BEREBEL
% BRERARIN HEES
HRERA REERP W2
et —8 - EFRMEERKRAF
BEMEIMEERARIEN
AT EIRAKT o

REAHHN /ERSEERBRSELEN

ZH RISEETSEE - EEAE
EEEERGREELBML
EHNRAMEPHEEANLE
Bl R EE -

AAREERS  ATMEEENTERR
ERABAIREEH HDERNTEERRSES
Bz FHEEBBEATE@MEE -

© EBRLERESELBMZAKESETIRE
WAERRERBESETEE  ABRE
RIBEEEBHAEZREDFNH 2 MBEE
BBRBRRIR SN - MBIRBAIR KL 17% R AR
BREMSHERNMEREER LERESE
EEFERR TG - AREEFFRH
% (MEPSBREER L HRRE)ERE
EITRERERR

RIEEHRZ RS RINDENEERE S
M BRRARBEERPREMIESL < B8
TFEHZRERERMEE28%HFE KX
?E?j: o IR R AR TS 2 REFHE
KXo

B SRS ESELNAIEEEE2E
B B ERM S HERTEAR AR

B EREETE
AHEEN SR EEEN 2 RAEBERKAR
RZ EEB/RERWOT :

BEMISNE BRAEE2BERRBEL
B BRISREZIN  HEES
HRERBRBEERFFKEZ
fBat—% - EFHERKAF
BENFEIREERAAER
AIEHRAKF o
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16.

17.

GOODWILL (CONTINUED)

Impairment Tests for CGUs Containing Goodwill
(continued)

Notes: (continued)

Number of service
contracts

In order to maintain successive business operations of
the PPS Shanghai CGU, the Directors believe that there
is no particular difficulty in renewal of the service contracts
of the existing customers in the PPS Shanghai CGU.

The directors of the company believe that any reasonably possible change in the
key assumptions on which the recoverable amount is based would not cause the
carrying amount of the CGU to exceed its recoverable amount.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

16. BE(48)

EEEmEnAeESEMREENR
(#&)

ML - (B
HEGHN RENER DSREELEM
2B R EREEE EEEE
EEEH LFRSELBMKL
ENRARTPNRBALLE
IR o

ARAEERR  ATROSBENTERR
ERABAIEEHHDERNTEERREES
Bz REEEEEL KBS

INTANGIBLE ASSETS 17. EEE
Money
Customer Contract lender
relationship backlog license Total
EFBAR KEREHN BERR @et
HK$'000 HK$'000 HK$'000 HK$'000
THT FA&T FAT FHET
Cost: R :
As at 1 July 2014 R-ZZE—MFE+HA—H - = = =
Arising on acquisition of a E Y B B AR MESE
subsidiary (Note 36) (FM4E36) 1,118 - - 1,118
Asat30June 2015and 1 Juy  R-T—RHENA=1H
2015 N_Z—h&E+H—H 1,118 - - 1,118
Arising on acquisition of EU B B AR MESE
subsidiaries (Note 36) (B¥3E36) - 333 - 333
Additions (Note(v)) RNE (FHEE(V) = - 969 969
As at 30 June 2016 R=ZE—XFEAXA=+H 1,118 333 969 2,420
Accumulated amortisation Rt R EE ¢
and impairment:
As at 1 July 2014 R-ZZE—MFE+HA—H - = = =
Amortisation for the year FEH 56 - - 56
As at 30 June 2015 and R-ZTE—RFA=1H
1 duly 2015 R=—ZT—Rt+tHA—H 56 - - 56
Amortisation for the year FANEEH 224 19 = 243
Impairment loss for the year FANBEBE 838 = S 838
As at 30 June 2016 R-ZB—XR"EXA=1+H 1,118 19 - 1,137
Carrying amount: BREE
As at 30 June 2016 R=-ZB—XREAXNAB=+H - 314 969 1,283
As at 30 June 2015 R-ZE—RFA=1H 1,062 - - 1,062
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17. INTANGIBLE ASSETS (CONTINUED)

Intangible assets with finite life are amortised on a straight-line basis

over their useful economic life:

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

17. BELEE(8)

BAEERFHZEBNEENERELEHR
HOA]E AR A

Useful

economic life

Intangible assets BEEE T {5 FA AR 1R
Customer relationship (Note (i) = FBERIRE)) 5 years 54
Contract backlog (Note (if)) REERA I (BIREG) 3 years 3F
Money lender license (Note (i) A& A B8 ER (B & i) Infinite £ERR

Notes:

[0} The customer relationship has been allocated to the AUTO CGU for impairment

testing purposes. Detalls of impairment test was stated in Note 16(a).

(ii) The contract backlog has been allocated to the PPS Shanghal CGU for impairment

testing purposes. Details of impairment test was stated in Note 16(c).

(iii) The money lender license entitles the Group to undertake the money lender's
business using the money lender license for 1 year from the date of acquisition
and to renew annually with insignificant cost. The money lender license is therefore

considered having infinite economic useful life.

(iv) On 29 June 2016, the Group acquired the entire issued share capital of Profit
Management Limited which did not constitute a business in accordance with
HKFRS 3 and has been accounted for as an acquisition of intangible asset of

approximately HK$969,000.

As at 30 June 2016 and 2015, the recoverable amounts of the
intangible assets are determined based on the value-in-use
calculation under the income approach, which have been referenced
to the valuation reports prepared by Norton Appraisals Limited,
an independent valuer. As at 30 June 2016, an impairment loss
of approximately HK$838,000 (2015: HK$NIl) on the customer
relationship is recognised as the recoverable amount of the customer
relationship is below its carrying amount based on the value-in-use

calculation under the income approach.

18. PARTICULARS OF SUBSIDIARIES

U BPBARE SR EAUTOR & & £ BALAER
BRI - BEEEFHBERHE 1625 -

(i ARERENEDREEH LERSELBM
APERERIE, - BUEEIRFBRH 1602
5] e

(i)  ZERETFAEEEMNRNKEBEARLE-FA
ERAREARREERATERNBEREE

WrRIFFEE - FIL - REARRIKE S
BERAERKEFS -

v RZE-—RNEXNA-THIA KEEDKE
RIBERERAREHERITRAE - RIEF
IR AERIBIGR - B I TEK—E
¥715 0 WE ABRSIEWRE &R S E49969,000
BIT

RZE—RERZZE—RFA~A=T
H  BFEEZAROGEIELEE
S A E AN E R B R A AR A
HERSIEBBAEZTENGEREEM
BT RIE—XRFAA=+H @R
AW ZRERAEENE  BEFPBRF
ZAgE e EEREREEBE  SGAR
FREREEBELSB00ET(ZF
—hHF BT -

18. B2 FIF

2016 2015
—E-RF —T-RHF
HK$’000 HK$'000
FHET FHET

Unlisted shares, at cost

FEEMARAD - RAE

66,951 40,852

Amounts due from subsidiaries FEUCH B A = EIE
Amounts due to subsidiaries AN NG

(19,161) (4,492)

The amounts due from/(to) subsidiaries are unsecured, interest-free

and recoverable/(repayable) on demand.
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18. PARTICULARS OF SUBSIDIARIES (CONTINUED)

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

18. B LFEFR ()
RZB—AEAA=Z+H ARTEE

As at 30 June 2016, details of the Company’s principal subsidiaries are

as follows: B ARFBOT
Place and date of Percentage of equity
Name of incorporation/ Issued/paid up/ interest attributable Principal
subsidiary acquisition registered capital to the Company activities
HEMR iR TRT MRS RATELRAR
ME AR EE & AHA S AR A EREDL FEEK
Direct Indirect
HiZ S
% %
Silver Marker Limited ~ The BV, US$1.00 100 — Investment holding
Silver Marker Limited 21 May 2012 1.00% 7T REERK
EEERRES
—E—_F
AA-+—H
Logon Clean Energy The BV, US$50,000 100 — Investment holding
Group Limited 11 April 2016 50,0002 7T REER
BLFRRREE REERRES
BRATA ZE—RF
MA+—H
Bransfield Assets The BV, US$3 and — 100  Investment holding
Limited 2 January 2009 HK$10,000,001 B
Bransfield Assets RBEHERRES 3ETTR
Limited —EENF 10,000,001/
—HA—H
Pollution & Protection  Hong Kong, HK$18,5657,800 = 100  Provision of
Services Limited 21 January 1986 18,557,800/ 7T environmental
BEBIRERY BE - —RNRE and cleaning
BHRAT —A=-+—8H services
RIEERE R
B RRTS
E-Car Auto Services Hong Kong, HK$10,000 = 100 Provision of auto
Limited 20 October 2014 10,0008 7T pbeauty services
BT RES B ZT—MF RETEERR
BIRAA] +A=+AH PR 75
Champion Auto Club  Hong Kong, HK$2 = 100  Provision of car
Limited 31 March 2015 27 TT beauty services
2EAEGARAR BE _T—1F REAIEER
=A=+—H BR#%
Champion Auto Hong Kong, HK$100 = 85  Provision of car
(Hong Kong) Limited 31 March 2015 1008 7T beauty services
Champion Auto B —T—hE RETEER
(Hong Kong) Limited = HA=+—8H %
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18. PARTICULARS OF SUBSIDIARIES (CONTINUED)

As at 30 June 2016, details of the Company’s principal subsidiaries are
as follows: (continued)

Place and date of

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

18. BB FIN (#8)

n=

E-—RFRA=1TH TRREXE

MEBARFENT : (8)

Percentage of equity

Name of incorporation/ Issued/paid up/ interest attributable Principal
subsidiary acquisition registered capital to the Company activities
MY ERTBE S AARELRE
MEARERE kB EER V&N EZEI FEEK
Direct Indirect
B i3
% %

Shanghai PPS Sheng  The PRC, RMB10,000,000 = 51 Provision of
Mao Environmental 9 May 2016 AR #10,000,0007T environmental
Services Limited R ZF—RF and cleaning
("PPS Shanghai’) FANH services

FEEBEBRR RHIRE K&

AR BER AR BERY
([EH E8])

Shenzhen Kai The PRC, RMB5,000,000 = 100  Provision of
Chuang Yiwu 14 July 2011 AR #5,000,0007T property
Small Commodities ] » —F——4F and car park
Market Management +tA+mHe management
Company Limited* services

AYTHEIES/ A REMERFE
mMSEEERA % e RS
7

Profit Management Hong Kong, HK$100 = 100 Provision of money
Limited (“Profit 26 August 2014 1004 7T lender services
Management’) BB —T—UF IRHBERTE

RNEEBRAR] NAZ=+7<H
(MRMEE])

The English name of this subsidiary is for reference only. The official name of this
subsidiary is in Chinese.

The above table lists the subsidiaries of the Group which, in the opinion of the
Directors, principally affected the results of the Group for the year or formed
a substantial portion of the net assets of the Group at the end of the year. To
give details of other subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

In addition, the Directors of the Group made an assessment as at the date of initial
application of HKFRS 12 and at the end of the reporting period. In the opinion of the
Directors, there is no subsidiary that has non-controlling interest individually that is
material to the Group and therefore no information is disclosed for the non-wholly
owned subsidiary.

1 52 PPS International (Holdings) Limited Annual Report 2016

FZB AR LB REMESE - 2
BARME T ARWATX

FRINMEERRUACEAFAXEATE
FEINFRARAEEEEFEIZHND
ZAREEMBAT - EFERA - JIHEMH
BRRZFEHLHIEENIUE

IO - AEBEERIIGRAEEM RS
HERIFE125E A RRERRIEHTE - EEF
R WEMEARE RIS & FEER R
HAKEMEBEKN AT EREFEE
MBRRIZER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

19.

20.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

INVENTORIES 19. &8
2016 2015
—E-RE —T-RHF
HK$’000 HK$'000
FET FET
Consumable goods SHIEM -=I 67
TRADE RECEIVABLES 20. B HEKFHRIEAE
2016 2015
—E—XRE —ET—RF
HK$’000 HK$'000
FET FET
Trade receivables H 5 EWERIE 44,288 45,720

Generally no credit period is granted to the Group'’s customers. Service
fee from Environmental and Cleaning, AUTO, Management Services
are due upon the presentation of the invoices. The following is an
ageing analysis of trade receivables presented based on the invoice
date:

AEE-RIAEHRTELPEEDR - RERE
B AUTOREBRBENIRZHREIIE -
BHZEAMZIIHE S ERWFIERE DTN
™

2016
—B-xE
HK$’000
FHx

2015
—ET—RF
HK$'000
FHET

0-30 days 0&30H

31-60 days 31&260H
61-90 days 61290H
Over 90 days im0 H

32,757
3,070
5,225
4,668

45,720

The Group’s policy for impairment loss on trade receivables is based
on an evaluation of collectability and ageing analysis of the receivables
which requires the use of judgment and estimates. Provisions are
applied to the receivables when there are events or changes in
circumstances indicate that the balances may not be collectible. The
management closely reviews the trade receivable balances and any
overdue balances on an ongoing basis and assessments are made by
management on the collectability of overdue balances. As at 30 June
2016 and 2015, no allowances for bad and doubtful debts in respect
of the trade receivables had been made.

AEBEREZERFEREBERNBERTIE
P FEMGRIR RO AT U B M 5 & BR i D AT - B RE
FHE R E RER HE MG - EREMHH
EBERERBRREAEREWER - BE
FLEMGIRIE L R - BEEESRETIRE
B 5 RGBSR B - WD
WE B SRR E LR - R RFLE-F
—HFERNA=TH  XEREFHREFIAEL
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁé/ﬁ\jﬁiﬁ% M:.I-%I For the year ended 30 June 2016 B E —E—~EXNA=+THILFE

20. TRADE RECEIVABLES (CONTINUED)

Age of receivables that are past due but not

20. WHEBHRIF(HE)

i F B 3 o ik (B Y FE U IR IR AR S

impaired
2016 2015
—E—XE —Z=—h%F
HK$’000 HK$'000
FET FET
0-30 days 0&30H 32,757
31-60 days 31E260H 3,070
61-90 days B61Z290H 5,225
Over 90 days HiEI0H 4,668
45,720

Receivables that were past due but not impaired relate to a number
of independent customers that have a good track record with the
Group. The management believes that no impairment allowance is
necessary in respect of these balances as there have not been a
significant change in credit risk and the balances are still considered
fully recoverable. The Group does not hold any collateral over those
palances.

The amount of trade receivables that are past due but not impaired is
the same as above ageing analysis of trade receivables.

21. DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES

ERREN KB ENEBEKIBESRE A
EAEERFREXZFEHENBILE
F-ERERE AR EERRLES
REE - BEHRDERRABERE -
WHEARZEEREHRERE - A%
B3 L % AR AR A AR

EBHMEYRRENEZREGHESR
8 H 5 RN IR RE D TARR

21. &  RARFERAEMERRET

2016 2015
—E-XRF —E—hEF
HK$’000 HK$'000
FERT FHET

17,336 10,733
2,374 1,008
4,936 5,685

Deposits (Note () e (ME()
Prepayments TEfRIA

Other receivables (Note (i) L th i U R IE (PR (Gi))
Less: Impairment loss (Note (i) A B EE (M EE)

24,646 17,426
(1,000) (5,660)

23,646 11,766
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁﬁ% M:.I--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

21. DEPOSITS, PREPAYMENTS AND OTHER 21. & - BfiZEREMEKSRIE

RECEIVABLES (CONTINUED) (#8)
Notes: Bt eE -

0] The Group has tendered for certain environmental services contracts and

)] RZZE-—RERA=TH  FEEEHREE

deposited sums of approximately HK$768,000 (2015: approximately
HK$2,000,000) as tender deposits as at 30 June 2016. The tender deposits are
interest-free and repayable at the end of the tender.

The Group has deposited sums of approximately HK$15,000,000 as refundable
deposits for possible acquisitions of equity interest in other companies as at 30
June 2016. The refundable deposits are interest-free, unsecured and refundable
upon completion or termination of the acquisitions according to the agreed terms.
Included in the refundable deposits was a deposit of approximately HK$5,000,000
(“Deposit”) paid in relation to the possible acquisition of the 40% equity interest in
China Eastern Clean Energy Corporation (the “Possible Acquisition”). The Possible
Acquisition was terminated on 16 August 2016 and the Deposit was fully repaid to
the Group in September 2016.

The Group has deposited sums of approximately HK$4,460,000 and
approximately HK$1,000,000 as purchase deposits for purchase of motor car
cleaning materials and purchase of a trademark respectively as at 30 June
2015, The purchase deposits are interest-free, unsecured and releasable upon
completion of the purchases according to the agreed terms.

Included in the other receivables as at 30 June 2015 was a loan receivable of
approximately HK$4,300,000 due from an independent third party. The amount
due is interest free, unsecured and repayable on demand. The loan receivable was
settled in full during the year.

During the year ended 30 June 2016, the Group recognised the impairment loss on
the purchase deposits of HK$1,000,000 for the purchase of a trademark from the
vendor. Having considered that the trademark has not been delivered to the Group
in accordance with the agreed terms and the amount of HK$1,000,000 has not
been refunded to the Group from that the vendor despite the Group’s continuous
reminders of the refund. The Directors are of the opinion that there is material
uncertainty over the recovery of the amount of HK$1,000,000 and considered to
make a provision for the sake of prudence.

During the year ended 30 June 2015, the Group recognised the impairment loss
on the purchase deposits of HK$4,460,000 for the purchase of motor car cleaning
materials from an independent third party. Having considered that the car cleaning
materials have not been delivered to the Group in accordance with the agreed
terms and the amount of HK$4,460,000 has not been refunded to the Group
from that independent third party despite the Group’s continuous reminders of the
refund. The Directors have taken legal action towards the refund arrangement. The
Directors are of the opinion that there is material uncertainty over the recovery of
the amount of HK$4,460,000 and considered to make a provision for the sake
of prudence. During the year ended 30 June 2016, the purchase deposits of
HK$4,460,000 were fully written off as the Directors are of the opinion that the
probability to recover the purchase deposits is remote as that independent third
party was in financial difficulty to repay the purchase deposits.

FREBRBEL - WSR-S BFELI 768,000
BIL(ZZ—FRF : #2,000,000/8 7T ) 1E B
Zie o JHIZHRS ATE - BRBZER
BRI E(EE -

MR-ZE—RENA=TH  KEEKTE
B8 H fth N &) 2 AR 4 S 14 42 & 4915,000,0007%8
TERMRERS - REEERS BT
8 B R AT MR R IR E AR A SR L
WHEEERRE - R RERERA 2B
B AT RE UL EE R B R 5B 2 AR IR A PR A B140%
RAE(TATae SR E ) M tiRe ([Re])
#95,000,000% 7C » Al gL IR BE BIHE I = 2
—A~NENATABEILL MEEBERZ=ZZT
—RNENABBEETAER -

RZZ—RAFANA=1TH AEEREGHERE
BREERZARKEBEREMA RS NRE
1% & #A 58 #9 4,460,000 7T & 431,000,000
T ZEBEREATIE - BEERNR
IR IR TTA I B R R o

E/Q\:g ﬁi/\ﬂ JrEIE’JEﬁﬁJ*HﬁZmIEEF
B — T8 FE U I8 37 58 = 7 B 5K 494,300,000
TC o REWHKIBRTEE - EEARIREK
EiZ - ZERERENFENBHLS -

HE-Z-—XNEXNAZTHLEE  ~&£E
HEESTEENEERABRRSRERE
1,000,000/ 7 » & & 2 2 KRB IR % E
BERRNFALEAREANEEFERRER
F o BEF RARMAEERET,000000% T
ZRIE - EERAWIEIFZ 1,000,000 7T 5KIE
GEEATHEE  BARELER  ZE5%
BEETIR B -

BE-_T—AFA=THLEFE ' +5E8
fdzéEi%_ﬂﬁﬁﬁi/agﬁﬂﬁﬁmﬁ
% &R EE5 184,460,000/ T & ER)TEE
BT RBEBE GRS TFASEEERE
EREEFEERER  BBLE=FHK
MANEBIRIEA,460,0008 T ZHIE - EF
ERRRTHRIUERTE - EERAKE
4,460,000 TR IBFEE AT EE M
BARAHERR  ZEMILHEREE - BEZ
T-RXENAZTHLEEE  EERE A
RBYF=FGEEEERRS L EEMRE
- BREEEReMATREMEYTE - EtiE
B $ 4,460,000/ 70 0 BN EY -
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For the year ended 30 June 2016 BiZE =T —<&EA=1TRHILEE

21. DEPOSITS, PREPAYMENTS AND OTHER 21. #&¢& B ZEREMEKSRIE

22.

23.

RECEIVABLES (CONTINUED)

Notes: (continued)

During the year ended 30 June 2015, the Group recognised the impairment loss on
the other receivables of approximately RMB960,000 (approximately to HK$1,200,000)
for the application of a Hong Kong — Shenzhen Bay cross board car plate (the “Plate”)
from an independent agency. In the light of the facts that the agency did not process
the application of the Plate which its usage right is still uncertain and the amount of
RMB960,000 (approximately to HK$1,200,000) has not been refunded from that
independent agency despite the Group’s continuous reminders of the refund. The Directors
are of the opinion that there is material uncertainty over the recovery of the amount of
RMB960,000 (approximately to HK$1,200,000). During the year ended 30 June 2016, the
other receivables of approximately RMB960,000 (approximately to HK$1,200,000) were
fully written off as the Directors are of the opinion that the probability to recover the other
receivables is remote as that independent third party was in financial difficulty to repay the
other receivables.

(#%)

BRE - ()

BE-_Z-RAENA=ZTALFEE  AEERAB
VHERBEES - RYIEEESERR (MR R®
R A I K TE R B S 48 49 A R 5 960,000 78 (49
1,200,000/ 7T) © B S I B BRI {5 FA AR D T e
EMEBOREEEEREASERBEREER -8
%98 M B T AR R 38 A R #8960,0007T (431,200,000
BIT)RBENEE - ERRAKEZA R 960,000
JC(#91,200,0007 70) ZIEFEERTHETEY - BE
ZE-RFRAZSTRHLEFE  EEFRE - ARNBU
FE=HEEEE A EREIE EFEMREE - ke
HhERGRIBA R B - Bt E b ERERELAA
R #¥960,0007T(491,200,00078 7T ) BB ZHY -

FINANCIAL ASSETS AT FAIR VALUE THROUGH 22. #BAFEFABEMNEMEE

PROFIT OR LOSS

2016 2015
—E-RF —T—RHF
HK$’000 HK$'000
T FHT

Held-for-trading: BEEE -
Equity securities, at fair value

— listed in Hong Kong —REBLEM

BAES - HATE

The fair value of held-for-trading investments traded on The Stock
Exchange is determined with reference to their quoted closing prices.

CASH AND BANK BALANCES

RMXMEBEZRHERERERFET
REZHAHBURHEMETE

23. &R BITHRER

Cash and cash equivalents (Note (7))
Restricted bank deposits (Notes (i) and (i)

Re MRS FED(HEEWD)
X R BISRIT R (BRE®) K i)

2016 2015
—E-REF —E—RF
HK$’000 HK$'000
FTHET FHET
45,425

7,722

53,147

Notes:

(i) As at 30 June 2016, the effective interest rate per annum on bank deposits, with
maturities of less than three months was approximately 0.3% (2015: 0.05%).

(ii) The restricted bank deposits represent cash held at banks as security for due
performance under several environmental service contracts. Included in restricted
bank deposits, amount of approximately HK$3,274,000 (2015: HK$1,126,000)
related to environmental service contracts with expiry date over one year after the
end of the reporting period and amount of approximately HK$3,867,000 (2015:
HK$6,596,000) with expiry date within one year after the end of the reporting
period.
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) RZZE—AFANA=+H  FHHPELR=E
ARMRITERERFENELNROIW(ZF—H
F 1 0.05%) °

(i SZRHRITERERBITRHEANRS - 1F
BEEBTETERERBANNER - #
STARBRHRITERORENS - EPD
3,274,000 L (= — HF : 1,126,000 7#
T0) W RN iR & BAR 18 — F 1R B HI 0 BRIR AR
BAK - B#3,867,0008L(ZFE—HF :
6,596,000/ 7T ) Bl RN & BR1E—F R
F)HpE o
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24. TRADE PAYABLES

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

24. RHEMARE

2016 2015
—E-RE —T-RHF
HK$’000 HK$'000
FHET FT

Trade payables =Y AN S

-E:H 7,848

The following is an ageing analysis of trade payables as at 30 June
2016 and 2015:

R-ZE—RER-_ZE—REXNA=T
B EZEMNZOEERDTOT

2016 2015
—E-REF —ZE—RF
HK$’000 HK$'000
FET FAET

0-30 days 0£30H

31-60 days 31260H
61-90 days 61290H
Over 90 days @0 H

6,571
1,064
198
15

7,848

The credit period on purchases of certain goods and services ranged
from due on presentation of invoice to 60 days. Included in the
Group’s trade payables as at 30 June 2016 was an amount due to
Niko Cleaning Services Limited (“Niko”), of approximately HK$794,000
(2015: approximately HK$794,000).

Niko is owned as to 60% by Mr. Fan Shek Cheong Allan (“Mr. Fan”),
and 40% by Ms. Fan Sheung Ting, Maria (‘Ms. Fan”). Mr. Fan was an
executive director of the Company until 2 December 2014 and the
father-in-law of Mr. Wong Yin Jun, Samuel ("Mr. Wong”), who is the key
management of the Group, a director of Pollution & Protection Services
Limited and was an executive director of the Company until 30 October
2014. Ms. Fan was a non-executive director of the Company until 26
September 2014, the daughter of Mr. Fan and lawful wife of Mr. Wong.
Therefore, Niko is a related party of the Group.

KEETERERBRENEEHENTRE
BHENBERHECOH - AEBR-F
—NEANBZTHESEMRERY
794,000 L (ZF—RHF : £9794,000
BIC)EM T e B 2REAR AR A

=) e

heasBlmEaaerE(exE]) e
im e ([ 4 |) % B 60% Kk 40%HE
I BAEERBECARRTRTESR(ERE
2N+ AZBAL)RATE
BEE(NEELRED(RZE—NE+A
“t+HAALAEBEEEEAS « B
RAEARBEBERARZEZRARRINIT
BR)ZER - BREN-_ZE—MENA
T+ ABAETEARARFERITES A
BAEMLZERELEENEEEZT - B
It IeBAEEZ —REEAL
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For the year ended 30 June 2016 HE—F

—RERAZTHLEFE

25. ACCRUALS, DEPOSITS RECEIVED AND OTHER 25. [t BH - Elrize R M E

PAYABLES "IA
2016 2015
T A P4
HK$’000 HK$'000
FEx FAT
Accruals (Note (i) rest & A (EE() 21,384
Deposits received BlES 543
Other payables HAb R IR 568
22,495
Note: Bt eE
i) As at 30 June 2016, included in the accruals of approximately HK$11,992,000 (i) R-E—ARENAZTHNEFEZRSY
(2015: HK$9,762,000), HK$4,045,000 (2015: HK$3,668,000), HK$2,273,000 11 992 OOO/%E (ZF—AF : 9,762,000/
(2015: HK$2,266,000) and HK$3,716,000 (2015: HK$65,000) were accrued y )7 4,045,000/ (= ZF—AF : 3,668,000
salaries, provision for long service payment, provision for untaken paid leave and BIL) 2278000 T (ZF —HF :

provision for claims respectively.

26. BANK AND OTHER BORROWINGS

2,266,000 7t ) & 3,716, oooﬁén( —ZT—F

£ : 65,000870) 5

BIAE B S - RUR

ES‘ZN}%{% CARRBRAHBARBRRER

26. MITRHMER

Bank loan:
Secured (Notes (i) and (i)
Unsecured other loan (Note (iif))

Secured term loan that repayable
within the period of:
—Less than 1 year

Secured term loan
Less: Amount classified as current liability
— Secured term loan containing a
repayment on demand clause

2016 2015
—E—XE —hEF
HK$’000 HK$'000
FHT T
BITER

AR (B EEd) B (i) 263
AR E (b B 3R (PR EEGE) -

AR T HEAEEN B KA

}?E/HHEW\

——&R 4,278 263
BHRBTHER 4,278 263
B DBEBRBARENTRA

—HERE R IR
BT HER (4,278) (263)

Amount classified as non-current liabilities

DERIERE B BRI TR

Notes:

(i) The bank term loan with outstanding balance of approximately HK$263,000 as at (i)

RZE

—hERA

=t8 KEEEHKLD

30 June 2015 was secured by corporate guarantee provided by the Company and
carried interest at 1.0% per annum over the Best Lending Rate, and stable at 6.0%
during the year ended 30 June 2015,

(ii) For the years ended 30 June 2016 and 2015, the Group had no borrowing costs
eligible for capitalisation.
The other loan with outstanding balance of approximately HK$4,278,000 as at 30

June 2016 was entered with a financial institution with interesting bearing at 7.8%
per annum, unsecured and fully repayable on 15 January 2017.
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263,000/ T KR 1T E BB A AR 2 Al 4R 4
HARERIEERRNEE T — ﬁi*ﬁ
—+BEILEERSERERFRMETR
1.0%5T 8. + FIEIBERG.0% °

-N

(i REBE-Z-—R"FR-_ZT—AFA=1+H
IEFE - AEBEWEAI BT EANBERAE o
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HIVENE ﬁzfﬁ%mumooo/%maﬁﬁ‘rm
K ZIERAT 8 FFIEE B - BEER K
AR_T—+&— R +ABBHEE -

i)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

27. OBLIGATIONS UNDER FINANCE LEASES

28.

Leasing arrangements

The Group leased certain of its motor vehicles under finance leases.

For the year ended 30 June 2016 EE —ZT— R NFNA=THILFE

27. MEHEBRIE

HERH
AEBRERMEREREETAE -
Minimum Present value of
lease payments minimum lease payments
REAERE BREHERERE
2016 2015 2016 2015
—B-A"E —TIF =B~ —FTIF
HK$’000 HK$'000 HK$’000 HK$'000
FHERT T FHET FET

Amounts payable under
finance leases:
Within one year
In the second to fifth year,
inclusive

RIEmERE RN
HFRIE -
—FR
FEZEZFRF
(BIEERME)

Less: Future finance charges

B BRRBEER

Present value of finance leases

MELERE

Less: Amount due for settlement
within one year shown
under current liabilities

Amount due for settlement after
one year shown under
non-current liabilities

B NREREBR TS
R EREIEE
BRI FRIR

RIEREBIER IR
—FRIMBEN

IR

DEFERRED REVENUE 28. EBEKS
2016
—E—-XE
HK$’000
FHET
Car beauty package TEERER
Car beauty membership AEEREE
Management Services B2 ARTE
Analysed for reporting purposes as: HREBRE MDA
Current liabilities MENBE
Non-current liabilities ERBALE

Deferred revenue represents cash received or receivables from
the sale of packages and membership of car beauty services and

provision of management services in advance of services being

rendered.

2015

—E—RF

HK$'000
THET

5,663
916
6,579

6,579

6,579

BN RIETEXRRBAHERBER
REREARRHERRENHERHEYERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁiﬁ% M:J-H For the year ended 30 June 2016 BE —E—RNEXNA=TRHIFE

29. DEFERRED TAXATION 29. BEERR
The components of deferred tax balances recognised in the REER FFERGEFBAR N KER
consolidated statement of financial position and the movements RERERIBA SR D RESB T ¢

thereon during the current and prior years are as follows:

Accelerated

tax Intangible
depreciation assets Total
IEEBIETE BREE st
HK$'000 HK$'000 HK$'000
T FHT FHT
As at 1 July 2014 R-ZE—NF+HF—H 1,115 — 1,115
Fair value adjustment from acquisition AW BB AR M2
of a subsidiary (Note 36) NEFAE(KIFE36) = 185 185
Charged/(credited) to profit or loss Jiyi= il o
(Note 11) (st AE=) (7E11) 70 ©) 61
As at 30 June 2015 and 1 July 2015 RZBE-—RAFRA=THEK
—E-hF+HA—H 1,185 176 1,361
Fair value adjustment from acquisition EUWBEEN B AR M| #,2
of subsidiaries (Note 36) NEEFAE(HFES6) - 83 83
Credited to profit or loss (Note 11) T ABE= (MEE11) (420) (180) (600)
As at 30 June 2016 R-ZZB—XREXNA=+H 765 79 844
As at 30 June 2016, the Group had approximately HK$3,840,000 RZE—AR"FENA=Z1+H KXEEFH
(2015: HK$8,583,000) accumulated tax losses not recognised as 8,840,000 7L( ZF—HF : 8,583,000
deferred tax asset. No deferred tax asset has been recognised in BT ) K R BB BB I R FER AR
respect of the tax losses due to the unpredictability of future profit IEEE - AN RETBRI AR ST RE
streams. R LR IR B B RIRIE IR E E -

1 60 PPS International (Holdings) Limited Annual Report 2016



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

30.

31.

BOND

For the year ended 30 June 2016 EE —ZE—NEXNA=TRHILEE

30. /%

2016 2015
—E—XRF —T-RHF
HK$’000 HK$' 000
FHET FHT

FEEMRRIES

Unlisted corporate bond

-Elﬂ 9,250

On 20 November 2014, the Company issued an unlisted corporate
bond at a principal amount of HK$10,000,000 which is unsecured,
bears a fixed interest rate of 7% per annum and is fully redeemable by
the Company after 7 years from the issue date at its principal amount
of HK$10,000,000.

The effective interest rate of the unlisted corporate bond is
approximately 8.52%.

The movement of the unlisted corporate bond is set out as below:

R-Z—NE+—H=-+H8  KQ7F)%
177K 4 4 %8 /410,000,000 T H IE £ T
REES  %EHFAEER  ZETF
REF7%TEWBEITHRREFEA
AARAZREAR S €% 10,000,000/ 7T
EHFER -

FEMRBEHFBERNERLR8.52% °

FEMAREFEBRIILOT

HK$,000
FH&T

Initial amortised cost as at 20 November 2014 RZZE—NMFE+—A=Z+HH
kg 31D 9,200
Imputed interest charged HEMBXZM 458
Less: Coupon interest payable A ENER (408)

As at 30 June 2015 and 1 July 2015 RZE—RAFRA=1THK

—E-AFtHA—H 9,250
Imputed interest charged HEEMEZW 792
Less: Coupon interest payable B ENER (7Q0)
As at 30 June 2016 R-ZB—XREXA=1H 9,342

SHARE WARRANTS

On 20 December 2014, the Company issued 2,000,000,000 unlisted
warrants (the “Share Warrants”) at the subscription price of HK$0.02
per warrant, which entitled the holder of each warrant to subscribe for
one ordinary share of the Company at an exercise price of HK$0.1343
per share (as adjusted by the completion of the Share subdivision
of the Company on 17 November 2014 and the completion of the
Open Offer on 9 December 2015) at any time during a period of 12
months commencing from the date immediately after three months
from the date of the subscription agreement. No Share Warrants were
exercised up to the expiry date. The Share Warrants expired on 28
January 2016.

1. RRxiEE

R-TE—W&E+=—A=+H  &AQAF
NREESHDRREEORE TET
2,000,000,00015 3 E T R AR #EE ([ R
BiEE])  EEFSRREESEAR
MR EEREREBH=—EAKZAE
+ =& A BB R E A R B AT T B B A%
0.1343B T (EAR RN T —WF+—
BA+tHERBROGFARR T —RF
T+ AN AT AREEARE)REXR
NE—REREE - c EEEEH  ER
PEHEREITE - RBEZFER=ZT—
F—HA=+N\REIH -
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32. SHARE CAPITAL

The movements of share capital of the Company are as follows:

For the year ended 30 June 2016 HE—F

32. k¥

AR AZEBINT -

—RERAZTHLEFE

Number of
shares Nominal value
BRAE [EILE
Notes HK$
Lk BT
Authorised: EE
Ordinary shares of HK$0.001 each BREE0.001E L L@
As at 30 June 2014 and 1 July 2014 RZE-—MERA=TAR
“E-WF+H—H 100,000,000,000 100,000,000
Share subdivision B4 @) 900,000,000,000 =
Ordinary shares of HK$0.0001 each H&ﬁﬁo 00018 T Tk
As at 30 June 2015 and 1 July 2015 R-ZE—RF A=1H
k=_E-HFtH—H 1,000,000,000,000 100,000,000
Share consolidation G B ) (900,000,000,000) =
Ordinary shares of HK$0.001 each SREE.00TE T EER
As at 30 June 2016 R-E—RFA A=TH 100,000,000,000 100,000,000
Issued and fully paid: BRTRHR
Ordinary shares of HK$0.001 each SREE.COTETT ERR
As at 30 June 2014 and 1 July 2014 RZE-—MERA=TAR
“E-NFt+HA—H 1,000,000,000 1,000,000
Share subdivision BT 4 @) 9,000,000,000 =
Ordinary shares of HK$0.0001 each BIREEC.0001 B T2 TiEAk
As at 30 June 2015 and 1 July 2015 RZZE—RF A=1tHK
—hF+H—H 10,000,000,000 1,000,000
Issue of shares pursuant to open offer RIEARBERTRG (b) 5,000,000,000 500,000
Share consolidation & &0t (©) (13,500,000,000) -
Issue of shares pursuant to share placing  RIBER 1D AL E &1 TR (d 300,000,000 300,000
Ordinary shares of HK$0.001 each SR E{E0.001;8 T2 ZER
As at 30 June 2016 RZE—AREAA=TH 1,800,000,000 1,800,000
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32. SHARE CAPITAL (CONTINUED)

Notes:

(@

On 17 November 2014, the Company conducted a 1-for-10 share subdivision.
Each issued and unissued ordinary share of HK$0.001 of the Company was
subdivided into 10 ordinary shares of HK$0.0001 each.

The company has issued and allotted 5,000,000,000 new shares at HK$0.013
per share as fully paid by open offer on the basis of one offer share for every two
existing shares held on 9 December 2016.

On 15 March 2016, the Company conducted a 10-for-1 share consolidation.
Every 10 issued and unissued ordinary share of HK$0.0001 of the Company was
consolidated into 1 ordinary share of HK$0.001 each.

On 8 June 2016, the Company allotted and issued an aggregate 300,000,000
new shares of HK$0.001 each to six independent placees at a price of HK$0.085
per share.

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

32. BE&(i8)
P E -
@ R-T-mF+—A+EA ARAET-

A& 1A% 2 DI 48 - AR R EAREE0.001
BLZBBITRABITEBERTEAESRE
fH0.0001 T2 TR E AR -

ARARBBBUR_E—XR"FE+_ANABE
RHEMBRAERMHEZE —REERND 2 EE
EITARBE - LLER0.013EITEITRELE
5,000,000,0008% 5 A& 1n °

R-ZE—A"E=ZATHB AQFEBHETT
i —RzBROEH - AAREF+REER
0.0001 BT Z BEBITRABITEBRE AR
— & IR EO.001 8 7T 2 Ak -

RZZE—XFEXNANH ' ARFRERSR
0.085 B TLB & M /N B B A B A BR 8 R 31T
4 #£300,000,0004% & I I {E0.001 # T 2 ¥
&t o
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33. STATEMENT OF FINANCIAL POSITION OF THE 33. ZAFRIMBRAE

For the year ended 30 June 2016 BEE —Z— NEXNA=1RHILEFE

COMPANY

2016 2015
—E-RF —ET-RHF
HK$’000 HK$'000
FHET FHET
Non-current assets FRBEE
Property, plant and equipment M - BENLE 41 48
Interests In subsidiaries RHIE A R RERS 30,900 =
30,941 48
Current assets RBEE
Prepayments and deposits FENFRIERIES 15,236 1,195
Amounts due from subsidiaries FEUB B A mIFRIE 66,951 40,852
Cash and cash equivalents HeRESZEY 15,665 12,898
97,852 54,945
Current liabilities REBEE
Accruals FEETER 7,484 1,676
Amounts due to subsidiaries JERIB B A R A 19,161 4,492
26,645 6,168
Net current assets RBEEZFRE 71,207 48,777
Total assets less current BWEERRBAERS
liabilities 102,148 48,825
Non-current liability FRBEE
Bond &7 9,342 9,250
Net assets BEEFRE 92,806 39,575
Equity e
Capital and reserves BARH#E
Share capital R A 1,000
Reserves (Note 34) & (MdsE34) 38,575
39,575

HERBRRER _ZF—RFNILA
“tARBRE=SHERKETE X

These financial statements were approved and authorised for issue
by the Board of Directors on 26 September 2016 and are signed on

behalf by: A TIIESRERESE :
Ye Jingyuan Tse Man Yiu
ESR Eipe
Director Director
EF =
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬂjﬁ%ﬁ% M:J--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

34. RESERVES OF THE COMPANY 34. FLAFIER
Share
Share Accumulated Warrant option Total
premium losses reserve reserve equity
BRRE ~ RFAEE 4] e EDAR

HKPO0O ~ HKO00 ~ HKE000  HKEO00  HK$O00
TAET TaET TAET ARG TAT

Asat 1 July 2014 RZE—MNFE+HA—H 22,360 (11,155) - - 11,205
Issue of warrants BRI = = 40,000 - 40,000
Transaction costs for issue BITRRERENZ A

of warrants - - (500) = (500)
Loss and total comprehensive  FNEE R 2 HEE B2

loss for the year - (12,130) - - (12,130)
As at 30 June 2015 and R-E—HFA=1+H

1.July 2015 R-Z-HEEtA—B 22360 (23,285) 39,500 - 38,575
Issue of shares pursuant to BEAREEET

open offer ) 64,500 = = - 64,500
Transaction costs for open offer AR ER S A (2,733) = = = (2,739)
Issue of shares pursuant BB E31T

to share placing iR 25,200 - - - 25,200
Transaction costs for share RN BELERZ SRR A

placing (813) - - - (813)
Recognition of equity-settled RUEREF RS

share-based payments BERAR - (4,306) = 4,306 =

Release upon expiry of warants R AR SR 5| HARS AR IR
Loss and total comprehensive  FRBIE R 2 HEIBASE

39,500 (39,500) = =

loss for the year - (33,723 - - (33,723
As at 30 June 2016 RZB-AREXA=1H 108,514 (21,814) - 4,306 91,006
The share premium account of the Company represents share issued RATHIIR D R BEREIEIEEEBRITHIR
at a premium. Under the Companies Law Chapter 22 of the Cayman B BIBEHESBEEEMFE2R2EN T/f
Islands, the share premium account of the Company is distributable to RABHIIR D HEBIRAI DR AR
its shareholders provided that immediately following the date on which HQ? HEEEEEDIRKREZBHE - K
the dividend is proposed to be distributed, the Company will be in a NBNBREEHBEERBREFTHNE
position to pay off its debts as they fall due in the ordinary course of HR{EAE o
business.

wEERERAE £®%206 165



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

34.

35.

RESERVES OF THE COMPANY (CONTINUED)

As at 30 June 2016, the Company’s reserves available for distribution
to shareholders amounting to approximately HK$86,700,000
calculated in accordance with the Companies Law Chapter 22 of the
Cayman Islands and the Articles of Association of the Company.

As at 30 June 2015, the Company has no reserves available for
distribution to shareholders in accordance with the Companies Law
Chapter 22 of the Cayman Islands and the Articles of Association of the
Company.

Warrant reserve represented the net proceeds received from the issue
of unlisted warrants of the Company. This reserve will be transferred
to the share capital and the share premium account upon exercise of
the unlisted warrants, where the unlisted warrants remain unexercised
at the expiry date, the amount recognised in the warrant reserve will
be released to the retained eamings. During the year ended 30 June
2016, the balance of this reserve was transferred to the retained
earmnings account upon expiry of unlisted warrants on 26 January
2016.

Option reserve represents the fair value of the actual or estimated
number of unexercised share options granted to employees of the
Company recognised in accordance with the accounting policy
adopted for the equity-settled share-based payments.

LOSS ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The loss attributable to owners of the Company includes a loss of
approximately HK$33,723,000 (2015: approximately HK$12,130,000)
which has been dealt with in the financial statements of the Company.
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34.

35.

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

ENTIGER(HE)
RZBE—RNENA=18 - BEHSH
EEME22ERNRVARA AR ZHHE
2HRANGTE - AR R AT ESIR FRRERZ
15 B 4986,700,000/8 7T, ©

RZZE—RFRA=+H BRERSE
EEPIFE22BERAERARAZEBE
RARAEE  ARFEWREAHIIKT
BRR 2 s -

R ERFRERITARRIELTRK
EC W PISRIBFR - A
RIELTRIREEREITERERERA
KB An a8 - M3k E TR ARAER N2
RADAREITE - NABREERBEARER
MEBRKBARBRN REBEE-F
—RNERNAZTBHLEE  ZFHEENE
BEFLTREEER TR FE—A
“HARRERERCEEZREANRE -

BRERBREETARTREZRITRE
BRECERSAEFTHEZAFE £
RIBHL AR 52 48 B A IR B B R 5K i
R ST BERTER

FLFHBAEEGR

ARRBEBEABRBLMEBEEREEBREY
33728000 T (ZE—HF : &
12,130,000 7T) * ERA QR HIRE
BRI o



On 11 April 2016, the Company completed the acquisition
of 100% equity interest in Logon Clean Energy Group Limited
(“Logon”) at a cash consideration of HK$30,900,000 (the “Logon
Acquisition). Logon, through its subsidiaries (collectively referred
o as “Logon Group”), is principally engaged in property and car
park management services in Shenzhen, the PRC.

Acquisition-related costs of approximately of HK$1,275,000
have been recognised as expense in the year and included in
the administrative expenses.

The fair value of the identifiable assets and liabilities of Logon
Group acquired as at the date of the Logon Acquisition and the

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

36. ACQUISITION OF SUBSIDIARIES
(a) Logon Clean Energy Group Limited

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

36. BB AR
(a) RRAEREEREF/RLF

RZB—XFHEA+—H ' AA7A
VAR 4 X 830,900,000 7T 52 Ak Uk
B E R REBAR AR ([4
%2 |)100% A% ([ 2 B ETE |) -
S FBEWBEAR (5B [4LE
EDEBRFAENRIIEEDERS
BISEER °

U BE HE BB AR K 491,275,000 L E
RERERBR X Rt AT
i o

RERWBEEAS  DRBEE
SETHAEERAE ATER

goodwil arising therefrom, are as follows: EEZEBNT
Fair value
AFE
HK$'000
Fi&T
Net liabilities acquired: FriiE 2 BB
Property, plant and equipment ME - BB KLRE 1,037
Trade receivables B 5 EUGRIA 55
Deposits, prepayments and & ENRER
other receivables HAb FEUGRIA 4,459
Cash and cash equivalents ReRReEFEEY 1,640
Accruals, deposits received and EErER BEluRe Xk
other payables E b ERIE (10,143)
Deferred revenue IR 2 (2,478)
Tax payables PRI TR (4,417)
(9,847)
Goodwill arising on the Logon Acquisition (Note16) SWEEREEL 2HE(M5E16) 40,747
Total consideration BRE 30,900
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED)

(a) Logon Clean Energy Group Limited (continued)

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

36. UxREFIRE 2T (48)
(@) KRFREEERERRLT

(#)
HK$'000
FHT
Satisfied by: ATRFI A AT

Cash 30,900

Net cash outflow arising on the Logon Acquisition: SN ETEEA VRS MR ¢
Consideration paid in cash UIRESE 2 RE (30,900)
Cash and bank balances acquired BESIR & RIRITEH 1,640
(29,260)

The goodwill arising on the Logon Acquisition is attributable to
the acquired customer services agreement and economies of
scale expected from combining the operations of the Group and

Logon Group.

The goodwill arising on the Logon Acquisition is not deductible

for tax purpose.

Impact of acquisition on the results of the Group

Logon Group contributed approximately HK$4,578,000) and
approximately HK$1,492,000) to the Group's revenue and profit
for the year respectively for the period between the date of the
Logon Acquisition and the end of the reporting period.

If Logon Group had been acquired on 1 July 2015, the Group's
turmover for the year ended 30 June 2016 would have been
approximately HK$283,173,000 and the consolidated loss for
the year would have been approximately HK$47,848,000. The
pro forma information is for illustrative purposes only and is not
necessarlly an indication of the turnover and results of operations
of the Group that actually would have been achieved had the
Logon Acquisition been completed on 11 April 2016, nor is it

intended to be a projection of future results.
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LTWBFHRELCHETRAR
EEUSHY T P BR#s 5k S AN R (B £
LREBIEBEHEMELENK
B
LTWEEHELNHEK A
i o

WA EEHERE

R e B 2518 B HA 2= 3R 5 HA R AP
M #ZEBH R AREEF R
= Mom F B BR 494,578,000 7T &
491,492,000/ 7T o

W EMPN - T—HF+/—H
B AEBHZE-_T—REX
A=tTHLEFEMNEXBERALY
283,173,000 7T * M F NERE B
1EJE A 447,848 00087 - HEE
RHEHESARS - AVBERAEE
FELZWIEEENR _T—FNA
T—HENHEERER CEES
RIQEZELE - EEIERRRELS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

36. ACQUISITION OF SUBSIDIARIES (CONTINUED)
(b) Shanghai PPS Sheng Mao Environmental

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

36. URRBRE L F (1)

Services Limited

On 9 May 2016, PPS Environmental Services Limited, a wholly-
owned subsidiary of the Company, completed the acquisition of
51% equity interest in Shanghai PPS Sheng Mao Environmental
Services Limited (“PPS Shanghai”) at a cash consideration of
RMB2,685,000 (approximate to HK$3,167,000) (the “Shanghai
Acquisition”). PPS Shanghai is principally engaged in provision of
environmental and cleaning services in Shanghai, the PRC.

Acquisition-related costs of approximately HK$493,000 have
been recognised as expense in the year and included in the
administrative expenses.

The fair value of the identifiable assets and liabilities of PPS
Shanghai acquired as at the date of the Shanghai Acquisition
and the goodwill arising therefrom, are as follows:

(b) LBABRBERERBHARL

=

RZE—XFRANA  ARAZ
2EWBRAREHRRERBER
DRI S REARE 2,685,000
7T (#13,167,0007% 7T ) T8 Ak i E
BEBRBREREAERAR(E
B B8 1) 51% R HE ([ g =
H|) - BE EBEZRPAELEEY
ERMIRE B ZR ©

Uk % #8 B8 AKX 49 493,0007%8 T E 7Y
FAERAEFRSZ MFTAITHAY -

REBKBREAY BN
LEABENEERABZ A FER
EEZEEET

Carrying
amount
before Fair value
combination adjustment Fair value
REBtET
ZERHE AFERE AFE
HK$'000 HK$'000 HK$'000
FAT T T
Net assets acquired: Pl « EESE
Property, plant and equipment ME - BB &EE 22 - 22
Intangible assets (Note 17) | EE(KMRE17) = 333 3338
Trade receivables B S IR 671 - 671
Cash and cash equivalents HeRBESZEY 472 - 472
Trade payables B SN RIE (70) = (70)
Accruals, deposits received and JEEtER - BEluze &
other payables AN (1,124) = (1,124)
Deferred tax liabilties BELRARE - (83) (83)
(29) 250 201
Non-controling interests TP 14
Goodwill arising on the Shanghal EBREREEEZBE
Acquisition (Note16) (Hf7x16) 2,932
Total consideration wRE 3,167
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED)
(b) Shanghai PPS Sheng Mao Environmental

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

36. UxREFIRE 2T (48)
(b) LBABRBRERBEHARL

Services Limited (continued) B(#E)
HK$'000
FAET
Satisfied by: ATRFI A AT
Cash B 3,167
Net cash outflow arising on the Shanghai Acquisition: _EiGUREEEIEE £ 2 IR m ) EEE
Consideration paid in cash UIRESE 2 RE (3,167)
Cash and bank balances acquired BESIR & RIRITEH 472
(2,695)

The goodwill arising on the Shanghai Acquisition is attributable
to the business network and experience of the existing
management of PPS Shanghai and the signed several
binding managemental and cleaning services contracts with
customers at the Shanghai acquisition date. The recognition
of the intangible assets has been referenced to the valuation
report issued by Norton Appraisals Limited, an independent
professional valuer.

The goodwill arising on the Shanghai Acquisition is not
deductible for tax purpose.

Impact of acquisition on the results of the Group

PPS Shanghai contributed approximately HK$1,042,000) and
approximately HK$86,000) to the Group's revenue and losses
for the year respectively for the period between the date of the
Shanghai Acquisition and the end of the reporting period.

If PPS Shanghai had been acquired on 1 July 2015, the Group's
turnover for the year ended 30 June 2016 would have been
approximately HK$274,647,000 and the consolidated loss for
the year would have been approximately HK$51,634,000. The
pro forma information is for illustrative purposes only and is not
necessarily an indication of the turmover and results of operations
of the Group that actually would have been achieved had the
Shanghai Acquisition been completed on 9 May 2016, nor is it
intended to be a projection of future results.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

36. ACQUISITION OF SUBSIDIARIES (CONTINUED)

(c) Elite Car Services Limited

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

36. URRBRE L F (1)

(c) Elite Car Services Limited

On 31 March 2015, Go Million has acquire 100% equity
interest in Elite Car Services Limited at a cash consideration of
HK$5,000,000 (the “Elite Car Acquisition”). Elite Car Services
Limited, through its subsidiaries (collectively referred to as “Elite
Car Group”), is principally engaged in auto beauty services,
including auto detailing services, and its own brand name
“Champion Auto Club” in Hong Kong.

Acquisition-related costs of approximately HK$634,000 have
been recognised as expense in the year and included in the
administrative expenses.

The fair value of the identifiable assets and liabilities of Elite Car
Group acqguired as at the date of the Elite Car Acquisition and the

R-ZEBE—RF=ZA=+—H &
& LAIE € 1 8 5,000,0005% 7T Uk &
Elite Car Services Limited 100% R%
# ([Blite Carlg#8=1E) ° Elite Car
Services Limitedi B E i B A A (4t
4 [Elite Carse B ) FEEHHEUE
EREIEFRES IREAEER
RIS %7 - BIRRBEERR ©

W BB HR B R 40634,0008 TE R
FAER R RETATHAX °

M Eite Carli B EIE B EY - B Ui
Bite CarlR BRI BRI EERBEZA

goodwil arising therefrom, are as follows: FEREEZEHENT :
Carrying
amount
before Fair value
combination  adjustment Fair value
REftR
ZIREE ATERAR AFE
HK$'000 HK$'000 HK$'000
FAT FET FET
Net liabilities acquired: Pz B EFH
Property, plant and equipment ME - BERERE 309 - 309
Intangible assets (Note 17) mEEEMFE7) - 1,118 1,118
Trade receivables Z S EWEIE 73 - 73
Deposits, prepayments and other &% -+ TA{TEIE & B
receivables FEYFRIA 1,282 - 1,282
Bank overdraft RITEX (103) = (103)
Accruals, deposits received and EEtER - el &
other payables E M 3RI8 (339) = (339)
Deferred revenue IR S (6,319) - (6,319)
Amount due to a shareholder &A% B FRIE (2,800) - (2,800)
Deferred tax liabilities BREHIERE - (185) (189)
(7,947) 933 (7,014)
Add: Amount due to a shareholder A0l : R Elite CarlitiE=18
assigned to Go Million as HHESRTFa8 2
at the date of the Elite Car FES AR R 5RIE
Acquisition 2,800
Non-controlling interests IR A 55
Goodwill arising on the Elite Car Elite CarliiE EIHEAE 2
Acquisition (Note 16) 2 (MEE16) 9,159
Total consideration BRE 5,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁiﬁ% M:J-H For the year ended 30 June 2016 BE —E—RNEXNA=TRHIFE

36. ACQUISITION OF SUBSIDIARIES (CONTINUED) 36. WEEMIE AT (48)

(c) Elite Car Services Limited (continued) (c) Elite Car Services Limited
(#)
HK$'000
FHT
Satisfied by: ATRFI A AT
Cash Re 5,000

Net cash outflow arising on the Elite Car Acquisition:  Flite Carli BB IHEA 2 IR E R H %58 -

Consideration paid in cash UIRESE 2 RE (5,000)
Add: Bank overdraft e RITEX (108)
(5,103)
The non-controlling interest (15%) in Champion Auto (Hong RElite Carly #8218 A HI##E 7 #YChampion
Kong) Limited (85% indirectly owned by Elite Car Services Auto (Hong Kong) Limited ( # Elite Car
Limited) recognised at the Elite Car Acquisition date was Senvices Limited £ # 5 85% #E &1 ) FE1E
measured by reference to the fair value of the non-controlling PR R (16%) DS 2 E FEIEIRER B AT
interests and amounted to approximately HK$55,000. BE&tE  B#I55,00087TT °
The goodwill arising on the Elite Car Acquisition is attributable Blite Car WIESHES 2B HERE
to the network of its service points, the experience of its fRiGRhAE4% - EEBEREIMNERK
management and staff and the prospect of the auto beauty BERPETBEERRBITENA R ©
service business in Hong Kong as well as PRC. The recognition EREEC2EB L EEMEMERE
of the intangible assets has been referenced to the valuation B EAR AR HAMNGEERERR -

report issued by Norton Appraisals Limited, an independent
professional valuer.

The goodwill arising on the Elite Car Acquisition is not deductible Elite Carlf 18 IR E A H A5 N Al 07 ©
for tax purpose.

Impact of acquisition on the results of the Group WA EFEETE

Elite Car Group contributed approximately HK$1,588,000 and R EIE A BREREBAREE - Bite
approximately HK$1,298,000 to the Group's revenue and CakE R Rl AAEEFAKTKEEE
losses for the year respectively for the period between the date A 491,588,000 7T & 491,298,000 7T, ©

of the Acquisition and the end of the reporting period.

If Elite Car Group had been acquired on 1 July 2014, the Group’s fiwElite Car KER =T —MNFELA—HE
turnover for the year ended 30 June 2015 would have been WEg - AEBEE_ZT—RF A=
approximately HK$205,769,000 and the consolidated loss for B I E B & R R /3 49205,769,00078
the year would have been approximately HK$24,474,000. The TG MENEE EEE A% 24,474,000
pro forma information is for illustrative purposes only and is not BT o HEAREMSRARS - RKRVE
necessarily an indication of the turnover and results of operations A ETRite Cali B EIER T —H
of the Group that actually would have been achieved had the FZA=1+—AEKKEERER &
Elite Car Acquisition been completed on 31 March 2015, nor is FRNKERE  TEBER/RRKER
it intended to be a projection of future resullts. 2 TER o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

37. RETIREMENT BENEFIT COSTS 37. ;RFiEFIRE S
Defined contribution plan EFEMRETE

The Group offers two retirement schemes which together cover all
permanent staff,

The Group operates a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all its qualifying employees in Hong Kong under the
Mandatory Provident Fund Schemes Ordinance. The assets of the
MPF Scheme are held separately from those of the Group in funds
under the control of trustees. Under the rule of the MPF Scheme, the
employer and its employees are each required to make contributions
to the scheme at rates specified in the rules. The only obligation
of the Group with respect of MPF Scheme is to make the required
contributions under the MPF Scheme. No forfeited contribution is
available to reduce the contribution payable in the future years.

The contribution to the MPF Scheme is calculated based on the
rules set out in the MPF Ordinance which is 5% on the basic salary
of the relevant employee subject to a specific ceiling of HK$1,500
(HKS$1,250 prior to 1 June 2014).

Another scheme is defined contribution in nature and established
under trust and is registered under the Hong Kong Occupational
Retirement Schemes Ordinance. The assets of the schemes are held
independently of the Group’s assets in separate trustee administered
funds.

The total expense recognised in the consolidated statement of
profit or loss and other comprehensive income of approximately
HK$6,237,000 (2015 HK$4,474,000) for the year ended 30 June
2016 represents contributions payable to these plans by the Group at
rates specified in the rules of the plans.

AEBIEHMBERARGE - ZFH
FIREMBRMET -

REBRBEARGIME LB ENEH AP
BEERBEEEHETRHMEABE R
Z([aETatE]) - BBESAEEEIN
REAEHNOESBAKEEED FF
B REREEFERA  BXTLERE
% BARMRRFTRN L KA EEL
HR - REBEGRBE S EARENKE
—BEERBRBERELEELREM
e WD R R AR IR E R FE
FERTEYHESR o

BRI ?xazéﬁ%aiﬂﬂﬁlﬁﬁﬁ%ﬁﬁlJ
(NEREEBEARGFE5%):TE - T
FRAE15008T(R_E—WFNA—
BRI A1,250/7T) °

S HF B AEREKMEE - BEFET
R - BREBEFBBERAGEIENZE
Lo BEENBURRAEREASH
AEEEENHFTH -

Hi

REBEE-_Z—RENAZTHLEFE
RirEBm kEME2EKERERNE
P 2 BI#96,237, 0008 T (—E—REF :
4,474,000/70) + EARNEEIEZEIRA
FIPARI L R IEN TR SR BN -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

38. OPERATING LEASE COMMITMENTS 38. EEHERIE
The Group as lessee XEEESZABEAN
At the end of each reporting period, the Group had commitments REBREER - REBET A REHLE
for future minimum lease payments under non-cancellable operating HMEETHABREHEERIBAELH
leases which fall due as follows: ISR ¢
2016 2015
—E-XRE —E—hF
HK$’000 HK$'000
FET FAET
Within one year —F R 6,191
Within two to five years “EhHFNRA 5,768
11,959
Operating lease payments represent rental payable for the Group’s KEHERBEASBRAYE - RE
office premises, auto beauty services centres, warehouse and staff ERRBFL PERBIESER
quarters. Leases are negotiated for terms of one to three years and He  HEmER—Z2=F -mEBAA
monthly rental is fixed throughout the lease period. SHREERBAETETE -
SHARE OPTION SCHEME 39. MERGHEETE

39.

The Company conditionally operates a share option scheme (“Share
Option Scheme”) for the purpose of attract, retain and reward the
eligible persons and to provide the eligible persons an incentive
or reward for their contribution to the Group and by enabling such
persons’ contribution to further advance the interests of the Group.
The Share Option Scheme was adopted on 28 May 2013 and shall
be valid and effective for a period of ten years commencing from the
date of adoption, after which period no further options will be offered or
granted but the provisions of the Share Option Scheme shall remain in
full force and effect in all other respects with respect to options granted
during the life of the Share Option Scheme.

The eligible persons of the Share Option Scheme include directors,
consultants or advisers and any other person who has contributed to
the Group (the “Eligible Persons”).

The subscription price of the share options shall be a price determined
by the Board and shall be at least the highest of () the closing price per
share as stated in the Stock Exchange's daily quotation sheet on the
offer date; (i) the average of the closing prices per share as stated in
the Stock Exchange’s daily quotation sheets for the five business days
immediately preceding the offer date; or (i) the nominal value of the
share.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

39. SHARE OPTION SCHEME (CONTINUED)

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

39. RMERRIERTEI(HE)

An offer shall remain open for acceptance by the Eligible Person
concerned for such period as determined by the Board, being a date
not later than ten business days after the offer date by which the
Eligible Person must accept the offer or be deemed to have declined
it, provided that no such offer shall be open for acceptance after the
tenth anniversary of the date of adoption of the Share Option Scheme
or after the Share Option Scheme has been terminated in accordance
with the provisions of the Share Option Scheme.

A share option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period to be notified by the
Board to the grantee which the Board may in its absolute discretion
determine, save that such period shall not be more than ten years from
the date of acceptance of the offer (subject to the provisions for early
termination in accordance with the Share Option Scheme).

The amount payable by the grantee to the Company on acceptance of
the offer shall be a nominal amount to be determined by the Board.

The maximum number of shares of the Company (the “Shares”) in
respect of which the share options may be granted under the Share
Option Scheme is not permitted to exceed 10% of the Shares in issue
at the date of the annual general meeting of the Company on 30
December 2015 at which the Company passed an ordinary resolution
to refresh the maximum number of the Shares which may be issued
upon exercise of all the share options to be granted under the Share
Option Scheme.

The maximum number of the Shares in respect of which share options
may be granted under the Share Option Scheme together with any
options outstanding and yet to be exercised under the Share Option
Scheme and any other share option schemes of the Company in issue
shall not exceed 30% (or such higher percentage as may be allowed
under the GEM Listing Rules) of the total number of the Shares in issue
from time to time.

The total number of shares issued and to be issued upon exercise
of the share options granted to each Eligible Person (including both
exercised and outstanding options under the Share Option Scheme)
in any twelve-month period must not exceed 1% of the issued share
capital of the Company. Where any further grant of the share options to
an Eligible Person would result in excess of such limit shall be subject
to the approval of the shareholders at general meeting with such
Eligible Person and his associates abstaining from voting.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MEE

39. SHARE OPTION SCHEME (CONTINUED)

The movements in the share options granted under the Share Option

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

39. RMERRIERTEI(HE)

G - AR R R B I 0 B AR AR

Scheme during the year are shown as below: BT -
Exercise Adjustment
price  Outstanding Granted  Cancelled Lapsed duetoShare Outstanding
Date of grant of (HKS) asat during during during  Consolidation asat
Category of participants share options Exercisable period (Note 2) (Note 1) 1 July 2015 the year the year the year (Note 1) 30 June 2016
iy i
e -E2-IfF RRGEH —B-XF
(#7) tB-H EEMEE  K<A=1A
SMEEHR REBRERS T (M) (BHE1) HATE FREH FREH FREN (1) HARITE
Directors
Bz
Mr. Chan Wai Kit (Note 3) 11.12.2015 14.12.2015-10.12.2025 0.23 - 100,000,000 - - (90,000,000 10,000,000
BREHREE (M) ZZ-Rft-A+-B  ZF3-RFt-A1mAZz
ZZCRFTZATR
Ms. Wong Chi Yan (Note 4) 11.12.2015 14.12.2015-10.12.2025 0.23 - 100,000,000 - - (90,000,000 10,000,000
Ered (i) “P-RETSAT-R CE-RFtoATRAE
ZECRETZATH
Mr. Zhang Xiaozheng (Note 5) 11.12.2015 14.12.20156-10.12.2025 0.23 - 100,000,000 - - (90,000,000 10,000,000
SRME & A (Wi3ED) “E-RE+-At-B  ZE-Rft-AtRAE
ZECRFT-ATH
Ms. Wang Jun (Note 6) 11.12.2015 14.12.2015-10.12.2025 0.23 - 100,000,000 - - (90,000,000 10,000,000
TERL(MH6) ZE-RETZAT-A ZE-RFTCATEAZE
ZZCRFTZATR
Ms. Li Qingchen (Note 7) 11.12.2015 14.12.2015-10.12.2025 0.23 - 100,000,000 - - (90,000,000 10,000,000
ZERAL(HET) ZE-RETZA+-B ZE-I5t-A1mAZE
—E-RF+t-AtA
Mr. Xu Xiaoping (Note 8) 11.12.2015 14.12.20156-10.12.2025 0.23 - 100,000,000 - - (90,000,000 10,000,000
BVERE(MEs) “E-R5+-At-B  ZE-Raft-AtRAE
ZZ-RET-ATH
Sub-total - 600,000,000 = - (540,000,000 60,000,000
1t
Employees
]
In aggregate 11.12.2015 16.12.2015-10.12.2025 0.23 - 400,000,000 - (25,000,000) (337,500,000) 37,500,000
CHI Z2-RETZAT-B ZER-RFTCATRAE
ZZCRETZATH
Total - 1,000,000,000 - (25,000,000) (877,500,000) 97,500,000
&t
\Weighted average exercise price HK$0.23
MEFATRE 0.23%T
Weighted average remaining contractual lfe 10.5 years
METSHERE O 1055
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBHERME

39. SHARE OPTION SCHEME (CONTINUED)

For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

39. RMERRIERTEI(HE)

Notes:

1. Number of the Shares that can be subscribed for upon exercise of the outstanding
share options stated in table above and exercise price are restated taking into
adjustments as a result of the Share Consolidation which took place on 15 March
2016.

2. The option period of the share options granted on11 December 2015 is 10 years
without the vesting period being attached.

3. Mr. Chan Wai Kit resigned as an executive Director on 11 July 2016.

4, Ms. Wong Chi Yan resigned as an executive Director on 18 July 2016.

5. Mr. Zhang Xiaozheng resigned as an executive Director on 18 May 2016.
6. Ms. Wang Jun resigned as an executive Director on 19 September 2016.
7. Ms. Li Qingxhen resigned as a non-executive Director on 20 June 2016.
8. Mr. Xu Xiaoping resigned as a non-executive Director on 4 July 2016.

As at 30 June 2016, the total number of shares of the Company
available for issue under the Share Option Scheme was 150,000,000
shares (including 97,500,000 Shares to be issued upon exercise
of the outstanding share options granted under the Share Option
Scheme), representing approximately 8.3% and 8.3% of the Shares in
issue as at 30 June 2016 and 26 September 2016, being the date of
this annual report, respectively. Up to the date of this annual report, no
share options were exercised by any grantees.

During the year, the Group recognised the share-based payment
expenses of approximately HK$6,625,000 in relation to the Share
Options granted.

The exercise price of share options was adjusted subsequent to the
completion of share consolidation on 15 March 2016.

BAE -

1. ERAREARTEBRERTERAIRBEL
BB RTEEREHARR T —RF=
A+HAZEREG & HMIEL 2 BBEED -

2. RZB-AF+_A+—BARHZEREZ
BREFHRPTF(TREMHEEE) -

3. REG#EER_F-R"FLA+—BEEHR
T8% -

4. HERXIR -E—R"FLA+T/\HBREHR
T8% -

54 RNEEER-_F-RNFAATN\BEEHR
T8% -

6. FELETR -_ZE—RFALATNABERT
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7. FERZIR T REANA-THEHENKE
HITES -

8. WNFERER -Z—RFLANBBEIFH
TESE-

RZZE—XREXNA=FTH A2FRE
BEEREAEA TFTRHITCRMDBRE A
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FTEIRE 2 MARTTHEREREITEES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁé/ﬁ\jﬁiﬁ% M:.I-%I For the year ended 30 June 2016 B E —E—~EXNA=+THILFE

39. SHARE OPTION SCHEME (CONTINUED) 39. FRRRHERTEI(4E)
The weighted average fair value of each share option granted during FARENEMHBEBREZ NEFHAF
the year was HK$0.066. The fair value of the share options has been E/R0.066/8 7T < B 2 X FEBIEHH
determined based on the Trinomial Option Pricing Model estimated B BXMGEMGO =N EEE
by an independent professional valuer. The fair value of the share BRET AQAAFARTEREZA
options issued by the Company during the year was approximately SEE L) 56,625,000/ 7T © A F{E THIREA
HK$6,625,000. The following significant assumptions were used to TEABHREH -

derive the fair value:

As at the date

of grant
of the Share
Options
RIBR#E
RHAH
Underlying stock price (HK$) R ECET)
Exercise price (HK9) IEEGET)
Risk-free rate (%) B R A (%)
Annualised dividend yield (%) 2B EERE (%)
Expected volatility of underlying share (%) BB 2 TEHRR 18 (%)
Expected life (Year) TEEAFHA(F)
The expected volatility reflects the assumption that the historical T HA R 8 I B DA R SE R I8 A R B 22 Y
volatility is indicative of future trends, which may also not necessarily be BEMNRSR  BERARBETIT—TAE
the actual outcome. No special features pertinent to the Share Options BHER - EAE /A FERITEMNAETH
issued were incorporated into the measurement of the fair value. B TR R R BRI o
40. CAPITAL COMMITMENTS 40. BEKIE
The Group's capital commitments at the end of the reporting period are REENRERARNERALEZMT
as follows:
2016 2015
—E-XREF —E—hF
HK$’000 HK$'000
FET FAET

Capital expenditure in respect of the acquision B ETAMEI KRR 4R A B TSR *
of intangible assets contracted for but not BEEBUBIBEETEERN

provided in the consolidated financial statements & AR X 500
Capital expenditure in respect of the Group’s NEBHBAETEDERKNB
commitment to make capital injection into RARZEARRAE
subsidiaries in the PRC -
500
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬂjﬁ%ﬁ% M:J--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

41. MATERIAL RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial statements,
the Group had entered the following material transactions with related
parties during the years ended 30 June 2016 and 2015.

(8  Compensation paid to key management personnel of the Group
are disclosed in Note 14.

(o)  During the year ended 30 June 2016, the Group had also
subcontracted certain environmental and cleaning contract
to Niko at subcontracting fee charges of approximately
HK$4,764,000 (2015: approximately HK$3,400,000). The
transaction with Niko falls under the definition of “continuing
connected transaction” in Chapter 20 of the GEM Listing
Rules and is disclosed in the paragraph headed “Connected
Transaction” in the Directors’ Report.

Included in the Group's trade payables as at 30 June 2016 was
an amount due to Niko of approximately HK$794,000 (2015:
approximately HK$794,000).

(c) On 6 February 2015, the Group entered into the Trademark
Assignment Agreement with Shenzhen Xi Lang Technology
Limited (“Xi Lang”), Xi Lang is owned as to 57.14% by Mr.
Cao Zhiwen who is an executive Director of the Company, to
acquire all its rights, title, benefits and interests in the forty three
categories in relation to the trademark “F&ERIHABALA” for a
total consideration of HK$1,500.000.

During the year ended 30 June 2015, the Group had paid the
deposit to Xi Lang of approximately HK$1,000,000. During the
year ended 30 June 2016, the Group recognised the impairment
loss of approximately HK$1,000,000 of deposit to Xi Lang.
Details of the deposit are disclosed in Note 21,

41. EXREALRS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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42. CONTINGENT LIABILITIES

(a)

(b)

Performance Bond

For the year ended 30 June 2016 B Z = —<&ENA=THILEE

42. RAR

(a)

Guarantees on performance bonds in respect
of environmental service contracts ELPS

FIRRRIE A L EAORED

The Group had bankers’ guarantees on performance bonds
issued for due performance under several environmental service
contracts.

As at 30 June 2016, fixed deposits of approximately
HK$7,141,000 (2015 approximately HK$7,722,000)
were pledged to banks as security for (i) bank facilities of
approximately HK$13,000,000 (2015: HK$5,000,000) granted
to the Group; and (i) bankers’ guarantees on performance bonds
issued.

The effective period of performance bond is based on the
service period and the contract terms as specified in these
environmental service contracts. The performance bonds may
be claimed by customers if services rendered by the Group fail to
meet the standards as specified in these environmental service
contracts.

Litigations

During the reporting period, the Group may from time to
time be involved in litigations concerning personal injuries by
its employees or third party claimants. In the opinion of the
Directors, the Group had no any significant contingent liabilities
arising from these litigations as all potential claims made by these
employees and third party claimants are accounted for in the
unaudited condensed consolidated financial statements and
covered by insurance protection.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬂjﬁ%ﬁ% M:J--ELI For the year ended 30 June 2016 B E —E—~NEXNA=+THILFE

42, RAR(E)

42. CONTINGENT LIABILITIES (CONTINUED)
(c) Litigation - Shareholder complaints

Reference is made to the Company’s announcements dated
9 December 2015, 24 December 2015, 30 December 2015,
4 February 2016, 16 February 2016, 1 March 2016, 12 April
2016, 10 May 2016 and 20 May 2016 (the “Announcements”)
relating to the updates on the legal proceedings in the Cayman
Islands. Unless stated otherwise, capitalised terms used
herein shall have the same meanings as those defined in the
Announcements.

On 11 April 2016 Cayman time, the Cayman Court has made the
following orders:

(a.) The Petition for the winding up of the Company (“the
Petition”) be struck out as an abuse of the process;

(b.) The Petitioner shall pay the Company’s costs of the
Petition, such costs to be taxed, if not agreed, on the
standard basis in respect of costs incurred up to 5
February 2016 and on the indemnity basis in respect of
costs incurred thereafter.

The Cayman Court has also made an Injunction Order on 11
April 2016 Cayman time on, among others, the following terms:

(a) The Petitioner, be restrained, by himself, his servants
or agents or otherwise disposing of or dealing with his
shares in the Company, whether registered in his own
name or held in name of a CCASS Participant or any other
nominee, and whether by means of sale, gift, mortgage,
charge, loan, or otherwise howsoever, pending the
payment of the full amount due to the Company under the
Order for Costs.

(c)
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42,

43.

CONTINGENT LIABILITIES (CONTINUED)
(c) Litigation - Shareholder complaints (continued)

(b.)  The injunction contained in Paragraph 1 of the Injunction
Order shall cease to have any effect in the event that the
Petitioner has paid the sum of US$675,000 (or such lesser
amount as may be agreed with the Company) into Court

pending taxation of the Company’s bill of costs.

(c.) The Petitioner shall have liberty to apply to vary or
discharge the Injunction Order upon giving not less than

48 hours prior notice to the Company's attorneys.

On 9 May 2016 and 20 May 2016, the Company has successfully
obtained an injunction order from the High Court of Hong Kong on an
ex parte basis against Mr. Zhao Han, among others, that he must not
remove from Hong Kong, dispose of or deal with or diminish the value
of any of his assets which are within Hong Kong, up to the value of
US$675,000 (HK$5,265,000). Such prohibition includes the shares in
the Company held by Mr. Zhao Han in his name or through licensed
securities dealers.

The Company is currently seeking legal advice and will take steps to
recover the costs of the proceedings. Further announcement(s) will be
made by the Company on the progress of the above matters as and
when appropriate.

EVENTS AFTER THE REPORTING PERIOD

Possible Acquisition of China Eastern Clean Energy
Corporation

Reference is made to the Company’s announcements dated 2 March
2016, 8 June 2016 and 16 August 2016 (the “Announcements”)
relating to the possible acquisition of the 40% equity interest in China
Eastern Clean Energy Corporation (the “Target Company”) at a
consideration of HK$81,000,000 (the “Possible Acquisition”). Unless
stated otherwise, capitalised terms used herein shall have the same
meanings as those defined in the Announcements.
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42,

43.

For the year ended 30 June 2016 B Z = —<&ENA=THILEE
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For the year ended 30 June 2016 B E —ZB—"F/NA=1RHIFE

43. EVENTS AFTER THE REPORTING PERIOD 43. i{REHiR&EE(E)

44,

45.

(CONTINUED)

Possible Acquisition of China Eastern Clean Energy
Corporation (continued)

On 2 March 2016, Sharp Team Global Limited, a wholly-owned
subsidiary of the Company, entered into a non-legally binding
memorandum of understanding with the vendor for the Possible
Acquisition, which was automatically terminated upon the signing of the
acquisition agreement between Opulent Wise Global Limited (“Opulent
Wise"), a wholly-owned subsidiary of the Company, the vendor and the
guarantors in relation to the Possible Acquisition on 8 June 2016.

Pursuant to the acquisition agreement, Opulent Wise conditionally
agrees to purchase and the vendor conditionally agrees to sell the sale
shares, which represent 40% equity interest in the Target Company
at a total consideration of HK$81,000,000 which is payable as to (i)
HK$5,000,000 in cash within five business days from the date of the
acquisition agreement as refundable deposit; (i) HK$51,000,000 by
procuring the Company to allot and issue 51,000,000 consideration
shares at an issue price of HK$0.1 per consideration share at
completion; and (i) the remaining consideration of HK$25,000,000 in
cash at completion.

On 16 August 2016, Opulent Wise, the vendor and the guarantors
mutually agreed that (i) the acquisition agreement was terminated
due to the slower-than-expected development progress of the Target
Company; (i) all the rights or obligations of the parties under the
acquisition agreement are released and discharged and no party
would have any claims against each other; and (iii) the refundable
deposit of HK$5,000,000 shall be refunded to Opulent Wise from the
vendor.

MAJOR NON-CASH TRANSACTIONS

During the year 30 June 2016, additions to property, plant and
equipment of approximately HK$982,000 (2015: HKS$NIil) were
financed by the finance leases.

APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised
for issue by the board of directors on 26 September 2016.

44.

45.
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FIVE-YEAR FINANCIAL SUMMARY

IFMBRE

For the year ended 30 June
BZEXA=tHLEE

2016 2015 2014 2013 2012
—FXF —FT-hF —T0OF —FT-—=F —_F——F
HK$000 HKFO00  HKFOOO — HKFOOO — HKFOOO
FHET FHT FAT FHT FHT
Results E
Revenue Wz PLEREEN 202,192 193,098 194,549 163,508
(Loss)/profit for the year FEEF(EE), % (51,205) (27,249) 13,094 3,099 16,154
Attributable to: AT & TEEA
Owners of the Company KARHER A (GILEN  (27,205) 13,094 3,009 16,154
Non-controlling interests FEIEAR R (147) (44) - - -
(LD (27,249 13,094 3,000 16,154
Dividends paid BERRRE - 2,000 - 14,216
As at 30 June
RA<B=+H
2016 2015 2014 2013 2012
ZE-RE ZT—1F ZTWWF ZT—=F ZT—=F
HK$000 HK$000  HKP000  HKPO0O — HKEOOO
FHET FHET FAT T FHT
Assets and liabilities EERAERE
Total assets wEE PLUVELV M 127 406 93,887 95,990 82,955
Total liabilities RSN ((PRSYR  (50,7606) (29,420 (42,617) (79,441)
Total equity R 4A%E 118,423 76,640 64,467 53,373 3,514
Note: Mz -

The summary above does not form part of the audited consolidated financial statements.

ERRET TEREEZGAPTERERO D

The financial information for the year ended 30 June 2012 was extracted from the listing prospectus
of the Group dated 7 June 2013. Such summary was prepared as if the current structure of the
Group had been in existence throughout these financial years and is presented on the basis as set
out in Note 3 to the consolidated financial statements.

BE_T-——HFRA=-TRLEFENMBEHI RS ASE
FRA-Z—=FAtANLTHRER - LIAHER
AEENRTRABEZSVRFERN—EFENRERMNR
B WA P MKR NI H A ERT -
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