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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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REGISTERED OFFICE

Cricket Square, Hutchins Drive
P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

HEADQUARTER, HEAD OFFICE AND PRINCIPAL
PLACE OF BUSINESS IN HONG KONG

24/F

SUP Tower

75-83 King's Road
North Point

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE IN CAYMAN ISLANDS

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited
Level 22, Hopewell Centre,
183 Queen’s Road East,

Hong Kong

PRINCIPAL BANKERS
DBS Bank (Hong Kong) Limited

STOCK CODE
8201

WEBSITE

http://www. ppsintholdings.com

4 PPS International (Holdings) Limited Annual Report 2017

— N

MM EE

Cricket Square, Hutchins Drive
P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

RN ENSERTEIEERME

BB

it A
HE2IE75-835%
B & DR A=
2412

MEFERNABFREILCHE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111

Cayman Islands

FERMBRELSE

BEBRAFERARAA
BB

EFRER 1835%
ABFFL 20

ERERBIT
ERIRIT(BE)HERAH

BRI SR

8201

#at

http://www. ppsintholdings.com



L

A — _
CHIEF EXECUTIVE OFFICER’S STATEMENT {THZEARRE

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 2017,

2017 was a year of improvement for the Group. The net loss of the Group
significantly decreased by HK$37.7 million from HK$51.1 million for the
year ended 30 June 2016 to HK$13.4 milion for the year ended 30 June
2017. During the year, the management of the Group has implemented
several business strategies and procedures that enable the Group to focus
on the profit making businesses and improve the efficiency of our operating
procedures. Moving forward, we are striving to explore further business
opportunities and maximize our market share in our existing and potential new
business segments to improve the financial performance of the Group.

ENVIRONMENTAL AND CLEANING BUSINESS IN HONG
KONG

Despite the implementation of the Statutory Minimum Wage (the “SMW”)
in Hong Kong and the fierce competition in the environmental and cleaning
services industry, our environmental and cleaning business in Hong Kong,
Peing our major business segment, was able to expand its market share
especially in the transportation and residential sectors and further strengthen
its position as one of leading environmental and cleaning service providers
in Hong Kong. Together with our success in reducing our direct labor
and manpower services costs during year, the revenue and the net profit
from the environmental and cleaning services in Hong Kong increased by
approximately HK$2.6 million and HK$11 million respectively for the year
ended 30 June 2017.

ENVIRONMENTAL AND CLEANING BUSINESS IN THE
PRC

The management of the Group has also implemented several procedures
to simplify and improve the operating procedures of our operations in the
PRC. 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
environmental and cleaning services against our competitors. Although our
environmental and cleaning service in PRC still has not generated positive
results, 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.
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MONEY LENDING BUSINESS

During the year, in order to broaden the income source of the Group, the
Group commenced its money lending business under the money lenders
licences granted by the licensing court in Hong Kong pursuant to the Money
Lenders Ordinance (Chapter 163 of the Laws of Hong Kong). The money
lending business became one of the sources for the Group’s revenue and
net profit for the year ended 30 June 2017. The interest income and the net
profit from the money lending business for the year ended 30 June 2017
amounted to approximately HK$3.8 million and approximately HK$2.8 million
respectively.

PROSPECTS

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

In June 2017, the Group started making applications to (i) the SFC for
licenses to carry out Type 1 (dealing in securities), Type 2 (dealing in futures
contracts), Type 4 (advising on securities) and Type 9 (asset management)
regulated activities under the SFO; and (i) the FMA to register as financial
services provider in New Zealand to carry out forex brokerage business in
New Zealand. The Board considers the development of the aforementioned
new businesses will enable the Company to diversify its businesses and
broaden its revenue base and would be in the interests of the Company
and the Shareholders as a whole. We will update the Shareholders once the
licenses are granted.

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, I 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 2017
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MANAGEMENT DISCUSSION AND ANALYSIS EEE Rk DM

BUSINESS OVERVIEW
Continuing Operations
Environmental and Cleaning Services

The Group is principally engaged in the provision of environmental services in
Hong Kong and the PRC, which include the provision of cleaning and related
services for (i) 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;
(ill) external wall and window cleaning services; (iv) stonefloor maintenance
and restoration services; (v) pest control and fumigation services; (vi)
waste management and disposal solutions which mainly involve collection,
fransportation 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; (vii) housekeeping services where we
provide housekeeping services to carry out professional daily housekeeping
and cleaning services at local boutique hotels, hostels and serviced
apartments; (viil) secure and confidential waste destruction for commercial
clients; (ix) sanitation solution for yacht; (x) cleaning and waste management
solution for renovated apartment; and (xi) airline catering support services.

Environmental and Cleaning Services in Shanghai, the PRC

On 9 May 2016, 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”).

Money Lending Business

During the year, in order to broaden the income source of the Group, the
Group commenced its money lending business under the money lenders
licences granted by the licensing court in Hong Kong pursuant to the Money
Lenders Ordinance (Chapter 163 of the Laws of Hong Kong).

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.
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MANAGEMENT DISCUSSION AND ANALYSIS EEE &R 5

Discontinued Operations
Auto Beauty Services

The Group had engaged in auto beauty services for private cars under its own
brand name “E-Car” (formerly known as “Champion Auto Club”) in Hong Kong
during the period from 10 March 2015 to 11 January 2017. The auto beauty
services offered by E-Car includes auto-body cleaning service, premium
axing service, carpet and sofa steaming treatment, auto compartment
cleaning and vacuuming service, coating service and unrivalled air-purifying
service. The whole business of E-Car was disposed by the Company on 11
January 2017.

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. The Logon Group was
disposed by the Company on 3 March 2017,

BUSINESS REVIEW
Continuing Operations
Environmental and Cleaning Services in Hong Kong

Compared to the revenue of approximately HK$255.5 million for the year
ended 30 June 2016, the Group’s revenue from the environmental and
cleaning services in Hong Kong slightly increased by approximately HK$2.6
million to approximately HK$258.1 million for the year ended 30 June 2017
mainly due to the net effect of (i) commencement of several new service
contracts in the transportation and residential sector; (i) regular price
increment for our tenanted services contracts; and (i) expiry of several
service contracts in the commercial sector which was underperformed.

8 PPS International (Holdings) Limited Annual Report 2017
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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 2017
BZE
—E—tF
ANA=t+H
LEFE
HK$°000
FERT

[EES
BB
TF=
B
Hitb

Commercial
Hospitality
Residential
Transportation
Others

118,293
24,984
42,267
54,880
17,628

258,052

The decrease in the revenue from the commercial sector was mainly due
to termination of some loss making contracts for the commercial sector
during the year. Most 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 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 decrease in the revenue of hospitality sector due
to loss of several contracts during the year.

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 successiul 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.
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Year ended
30 June 2016
HE
AN
~NA=+H
IFFE
% HK$'000 %
FAT
130,407 51.0
28,497 1.2
37,376 14.6
45,190 17.7
14,009 55
255,479 100
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Most of the revenue from other sector is recurring and service price is
reviewable on an annual basis.

Results

During the year, the Group has (i) taken a more proactive approach to gain
additional market share in the environmental and cleaning services industry
in Hong Kong; (i) strived to transfer most of the increased labor costs
to our customers upon renewal of and securing the services contracts;
(i) implemented more efficient working flows and stringent cost control
procedures to reduce significant direct labor and manpower services costs
as well as administrative and operating expenses; and (iv) early terminated
some loss making service contracts. Environmental and cleaning business
in Hong Kong improved its gross profit margin from 7.6% for the year ended
30 June 2016 to 9.5% for the year ended 30 June 2017 and achieved a
gross profit of approximately HK$24.5 million (2016: approximately HK$19.5
million) and a net profit of approximately HK$6.2 million (2016: net loss of
approximately HK$4.8 million) for the year ended 30 June 2017.

Environmental and Cleaning Services in Shanghai, the PRC

During the year ended 30 June 2017, PPS Shanghai contributed revenue
of approximately HK$8.3 million (From 6 May 2016 to 30 June 2016:
approximately HK$1 million) to the Group's total revenue. As certain selling
and marketing expenses were incurred by PPS Shanghai to promote its
services and gain the market share, PPS Shanghai recorded net operating
loss of approximately HK$0.5 million (From 6 May 2016 to 30 June 2016:
approximately HK$0.1 million) for the year ended 30 June 2016.

Money Lending Business

During the year, the Group started its money lending business and granted
several loans in the aggregate principal amount of HK$75 million to
independent third party borrowers with interest bearing at rates ranging form
18% to 21.6% per annum. The money lending business became one of the
sources for the Group'’s revenue and net profit for the year ended 30 June
2017. The interest income and the net profit from the money lending business
for the year ended 30 June 2017 amounted to approximately HK$3.8 million
and approximately HK$2.8 million respectively.

10

PPS International (Holdings) Limited Annual Report 2017

— N

RERD KB B A SRl M et R M K IR7G (B
RIRFEEERH -

FR - AEE () BERAERBRTH T EZARES
RERBZREITEESEIITBMHE (P
B NREVS IR E L8 - B RIo B8N
BIRABRTIES  (INBHREASEMNL
EmB R BB AIEHIR - AR DE
BB T RANERRIEHE A RITHR REE
Y RIVIERRIEATEEBENRES
B BERELERAEBHENEHBE-S
—RNENAZTHLEFENTXRREZTEHE
TE—+FERAZTHIEFENIS%  BR
HE-_Z—+FNA=ZTBEILFEHESEND
24,500,000 7L (=& — /X4 : 4919,500,000
BT ) AT F496,200,0008 70 ( —ZF—7RF : B
B FRE 474,800,000 7T) °

] _F RS R R B IRE

HE-_Z—+FA=1HILFE  E¥ L&
BAREE BT E4)8,300,0008 L (RZF
—NFRARNHEZZE—XR"EXNA=ZTH: 4
1,000,000 7)) Wilas - BB EBELSR
TFIHEREHEAY - WRAERERESTS
MR WEBEZE—AR"FEAA=Z+THILFE
E SR B ERFEEL) 500,000 7T (1
TE-XNFRARNBE-_ZT—R"FRAZT
B : 49100,00087C) °

HEEE

FA AEBRAEMEEBUYREAETER
& & /75,000,000 7T ik F FI RN F18%
EIORFTEMERT —RBBULE=ZTER
A HEEBERARNERBHE T —+tF X
A=+ HIEFEHKEREFREZ — - BE
“E—+EFRNAZTHLEEFE  HEEBERN
B U A A F) 5 Bl 49 4 3,800,000 78 T K 49
2,800,000 7T °



L

T R— .
MANAGEMENT DISCUSSION AND ANALYSIS &2 515 & 7 4

Investments in Financial Assets

The Group’s investment strategy is to review the investment portfolio
continuously and make appropriate adjustments (by acquisition or disposal)
according to the market situation, with an aim to generate reasonable retums.
During year ended 30 June 2017, the Group determined to fully dispose of
all investments on hand when their net market prices were favorable to their
investment costs resulting in the net realized gain of HK$0.5 million.

Discontinued Operations
Auto Beauty Services

With the fierce competition, E-Car still has not achieved positive results since
the date of completion of the acquisition and suffered net operating loss of
approximately 1 million for the period from 1 July 2016 to 11 January 2017.
Having considered the unsatisfactory performance of the business of E-Car.
On 11 January 2017, the Group disposed of the entire auto beauty services
business. After this disposal, the Group is no longer engaged in the business
of provision of auto beauty services in Hong Kong. Gain on the disposal of the
auto beauty services business of approximately HK$3.0 million was reflected
in the results of the Group for the year ended 30 June 2017,

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; (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 2017 and two years ending 30
June 2018 and 2019 (the “Guaranteed Periods”) will reach certain amounts
of profit before tax (the “Guaranteed Profits”); (iii) the vendor is required to
compensate the Company the amounts (the “Compensations”), being the
difference between the Guaranteed Profits and the actual profits before tax
of Logon Group or the sum of the Guaranteed Profits and the actual net loss
before tax of Logon Group if there is any shortfall in the Guaranteed Profits;
and (iv) the Company has the right at its own discretion to sell the entire issued
share capital of Logon Clean Energy Limited back to the vendor at a cash
consideration of HK$30,900,000 after deducting any Compensations paid
by the vendor if Logon Group does not reach the Guaranteed Profits in any
two of the Guaranteed Periods (the “Buy Back”).
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During the period from 1 July 2016 to 3 March 2017, the Logon Group
contributed revenue of approximately HK$8.7 million to the Group's total
revenue and profit before tax of approximately HK$0.2 million to the Group’s
total profit before tax. It is noted that the financial performance of the Logon
Group has been at a decreasing trend since October 2016 due to an
unexpected decline in the renewal of the leasing contracts by the tenants
who are attracted by the newly opened shopping malls located around the
shopping malls managed by Logon Group.

As the property and car park management service has not been performing
as expected and its contribution is minimal. On 3 March 2017, the Company
disposed of the Logon Group at a cash consideration of HK$32,000,000.
After this disposal, the Group is no longer engaged in the business of
provision of property and car park management services in Shenzhen, PRC.
Gain on the disposal of the auto beauty services business of approximately
HK$3.0 million was reflected in the results of the Group for the year ended 30
June 2017.

OUTLOOK
Environmental and Cleaning Services in Hong Kong

The Group was successful in renewing and securing a number of new
material environmental services contracts. We Dbelieve that these contracts
shall be used as the backbone to support our Group’s business growth,
We have secured several new contracts in the transportation sector in
which the Group provides 24 hours environmental and cleaning services. As
such, we have demonstrated our ability to provide large scale environmental
services, and 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
Statutory Minimum Wage (the “SMW”) in Hong Kong. The Group is also
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 ad implement more efficient working flows and stringent
cost control procedures. The Group is closely monitoring the labor turmover
rate and regularly reviews our remuneration package in order to maintain
sufficient labor force and cope with the changing environment.
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Looking forward, we would strengthen our marketing effort in hope to expand
our market shares in the commercial, transportation and residential 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 explore other new
environmental and cleaning services to expand our service scope to enable
customers to use the Group as a onestop cleaning contractor. We would
continue 1o 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 confidence for new clients to select our cleaning
services in the coming future

Environmental and Cleaning Services in 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 services 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 that 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 in Shanghai,
PRC. Through the acquisition of PPS Shanghali, it is believed that the Group
would accelerate its expansion of the environmental and cleaning services
into the PRC. The Group has been setting up offices in Shenzhen, the PRC
and negotiating several cleaning services contracts with potential customers
in Shenzhen, the PRC, which is expected to be another source of income in
the coming year.

Investments in Financial Assets

A cautious and prudent approach is continued to be the key direction of our
investment strategies that only companies listed on the Stock Exchange with
valuable prospects would be considered and invested by the Group in the
future.

Money Lending Business

The Group continues to adopt the money lending policy and procedure
manual which provide guidelines on handling and monitoring of money
lending procedures according to the Money Lenders Ordinance. A cautious
and prudent approach is the key direction of our money lending strategies
that only borrowers with sound financial abilities would be considered and
approved by the Group in the future.
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FINANCIAL REVIEW
Revenue

For the year ended 30 June 2017, the Group reported a total revenue of
approximately HK$270.2 million (2016: approximately HK$256.5 million),
representing an increase of approximately 5.3% mainly due to (i) increase
in the revenue from the environmental and cleaning services business in
Hong Kong by approximately HK$2.6 million to approximately HK$258.1
million for the year ended 30 June 2017 (2016: approximately HK$255.5
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 in Hong
Kong; (i) contribution of the revenue of approximately HK$8.3 million (2016:
approximately HK$1.0 million for the period from the date of acquisition to
30 June 2016) from the environmental and cleaning services business in
Shanghai, the PRC in May 2016; and (i) contribution of the additional interest
income of approximately HK$3.8 million from the newly established money
lending business.

Gross Profit and Gross Profit Margin

The gross profit of the Group for the year ended 30 June 2017 increased
by approximately HK$10.4 million to approximately HK$30.1 million (2016:
approximately HK$19.7) million) was mainly due to () increase in the gross
profit by approximately HK$5.0 million generated from the environmental
and cleaning services business in Hong Kong; (i) additional gross profit of
approximately HK$1.6 million from the environmental and cleaning services
business in Shanghai, the PRC in May 2016; and (i) additional gross profit of
approximately HK$3.8 million from from the newly established money lending
business.

The gross profit margin of the Group for the year ended 30 June 2017
increased by approximately 3.4% to approximately 11.1% (2016:
approximately 7.7%).

The increase in the gross profit margin of the Group for the year was mainly
due to the improvement in the gross profit margin from the environmental
and cleaning services business in Hong Kong by approximately 1.9% to
approximately 9.5% (2016: approximately 7.6%) for the year ended 30 June
2017 as a result of (i) a more proactive approach taken by the Group to gain
additional market share in the environmental and cleaning services industry in
Hong Kong; (i) most of the increased labor costs be shifted to our customers
upon renewal of and securing the services contracts; (i) implementation of
more efficient working flows and stringent cost control procedures to reduce
significant direct labor and manpower services costs as well as administrative
and operating expenses; and (iv) early termination of some loss making
service contracts.
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Selling and Marketing Expenses, Administrative
Expenses and Other Losses

The Group’s selling and marketing expenses, administrative expenses and
other losses decreased by approximately HK$23.6 million to approximately
HK$43.7 million (2016 approximately HK$67.3 million) for the year ended 30
June 2017. The significant decrease was mainly due to the net effect of the
pelow expenses and losses for the year:

0) One-off impairment losses of approximately HK$1.0 million on the
refundable purchase deposit for the purchase of a trademark made in
2016;

(i) One-off impairment losses of approximately HK$6.4 million on the
refundable purchase deposit for the possible acquisition made in
2017,

(i) 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 in 2016;

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

(v)  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) decrease in the provision for claims for personal injuries by the Group’s
employees and third party claimants;

(viij  decrease in the legal and professional fees by approximately HK$16.9
million for the professional advisory services for the Group'’s operations,
business developments and the legal issues in 2017;

(viil) decrease in the selling and marketing expenses and administrative
expenses, including but not limited to entertainment expenses,
advertising and promotion expenses, travelling expenses and general
office expenses, as a result of the implementation of the tight costs
control procedures in 2017; and

(x) additional general selling marketing expenses and administrative
expenses of approximately HK$1.4 million incurred by the
environmental and cleaning business in Shanghai, the PRC which was
newly acquired in May 2016.
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Income Tax Credit/Expenses

The Group had income tax expenses of approximately HK$1.9 million for the
year ended 30 June 2017 (2016: income tax credit of approximately HK$0.3
million). The change from the income tax credit in 2016 to the income tax
expenses in 2017 was mainly due to the taxation profit incurred by the main
operating subsidiaries in Hong Kong in 2017 as compared with the taxation
loss in 2016.

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.

Rights Issue

On 21 December 2016, the Company announced its proposal to raise
HK$48,600,000 before expenses by way of a rights issue by issuing
900,000,000 rights shares on the basis of one rights share for every two
shares of the Company held by the qualifying shareholders at a subscription
price of HK$0.054 per rights share (the “Rights Issue”). Pursuant to the
undertakings dated 21 December 2016 (the “Undertakings”) entered into
between the Company with each of Wui Wo Enterprise Limited and Mr.
Yu Weiye (“Mr. Yu”), the controlling shareholder of the Company under the
GEM Listing Rules, 324,070,500 rights shares are undertaken by Wui Wo
Enterprise Limited and Mr. Yu. Pursuant to the underwriting agreement dated
271 December 2016 (the “Underwriting Agreement”) entered into between the
Company and Lamtex Securities Limited (the “Underwriter”), 575,929,500
rights shares are underwritten by the Underwriter.
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The Rights Issue was completed on 13 February 2017. The Rights Issue
raised approximately HK$4 7,000,000 after deduction of expenses by issuing
900,000,000 rights shares.

The Company intends to apply net proceeds from the Rights Issue as to ()
approximately HK$25,500,000 will be utilized for the set up of the head office
in Shenzhen and the expansion of the cleaning business in the PRC region,
it is expected that the setting up of the head office will be finished by June
2017; (i) approximately HK$15,000,000 will be utilized for the expansion of
money lending services in order to bring in additional income to the Group,
the Company is actively negotiating with some potential borrowers; and (iii)
the remaining balance of approximately HK$6,500,000 will be utiized as the
pledged bank deposits as banks’ guarantees on the performance bonds
issued for due performance of any new environmental service contracts,
expected to be awarded and the working capital of the Group.

Details and results of the Rights Issue are set out in the Company'’s
announcements dated 21 December 2016 and 15 February 2017, and the
Company's prospectus dated 20 January 2017.

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
successiully 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$24.69 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.
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Share consolidation

On 15 March 2016, the Company completed a 10-for-1 share consolidation
(the "2016 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
consolidated shares of HK$0.001 each, of which 1,500,000,000
consolidated shares are in issue. Details of the 2016 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.

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
Crantees. 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 156 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 2017, there
were no Share Options outstanding (2016: 2,500,000 Share Options had
been lapsed and there were 97,500,000 Share Options outstanding) under
the Share Option Scheme. Detalls 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 27 to the consolidated financial statements.
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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
milion. 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 services; 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
1,600,000,000 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 resullts 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.

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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Liquidity and Financial Resources

During the year ended 30 June 2017, the Group had financed its operations
and capital requirements through operating cash flows and net proceeds
from equity financings.

As at 30 June 2017, the Group had cash and cash equivalents of
approximately HK$52.9 million (2016 approximately HK$48.7 million),
representing an increase of 8.6% from the year ended 30 June 2016.

As at 30 June 2017, the Group's total current assets and current liabilities
were approximately HK$186.8 milion (2016: HK$140.7 milion) and HK$49.2
million (2016: HK$71.8 million) respectively, while the current ratio was
approximately 3.8 times (2016 approximately 2.0 times) which remains
healthy.

As at 30 June 2017, the total debt of the Group were approximately
HK$10.4 milion (2016: approximately HK$14.4 million) which include other
borrowing of HK$NIl (2016: HK$4.3 million), obligations under finance
leases of approximately HK$1.0 million (2016: approximately HK$0.8
million) and unlisted corporate bond of approximately HK$9.4 million (2016:
HK$9.3 million). The gearing ratio of the Group (calculated by dividing total
debt by total equity) as at 30 June 2017 was approximately 6.9% (2016:
approximately 12.2%), which remains healthy.

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.

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.
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Employee and Remuneration Policies

The Group had 1,387 (2016: 1,539) 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 2017 decreased by approximately 1.8% to approximately
HK$169.2 million over that for the previous year. The decreased was mainly
due to the net effect of (i) reduction in the direct labor costs as a result of
the improvement in the efficiency of our work flows procedures; (i) additional
staff costs incurred by the newly acquired businesses in late 2016; and (iii)
recognition of the one-off 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 27 to the consolidated financial statements.

Capital expenditure and Capital Commitment

For the year ended 30 June 2017, our capital expenditures mainly included
additions in motor vehicles, leasehold improvement and plant and equipment
amount to approximately HK$4.9 million (2016: approximately HK$3.4
million). These capital expenditures were funded by finance companies,
funds generated from our operating activities and equity financings.

As at 30 June 2017, the Group is committed to contribute capital of
approximately HK$60.0 million (equivalent to RMB52.1 million) (2016:
HKS$1.7 million (equivalent to RMB 1.5 million)) to the Group’'s PRC
subsidiaries.
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Significant Investment Held

As at 30 June 2017, the Group had no significant investments.

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 which composed of only the shares of companies listed on

the Stock Exchange as set out below:

FiSEXKRE

RZE—+FNA=1+H AEBETESEAE
iéo

RZF-R"EXNA=1THB XKEE RN
18,600,000 8Tt &M EERBEDBRILA
FEAABSNEMEE - HESERRBRM
ETERBZEMESNIAT -

Percentage of
shareholding Percentage to
Number of shares  in the investee Market  net assets value
Name of stock heldasat  company as at Investment value as at of the Group as at
(Stock code) Principal business 30 June 2016 30 June 2016 cost 30 June 2016 30 June 2016
RZB-RE RZB-AF
RZB-RE ~B=TH RZE-RE AR=TH
kit£@ RAZTE  RBREAR AAZTE fEAREEE
(REHE) TERH fiERt®E  ZREEIM REHA ZhE REZESW
HK$000) (HK$000)
(Tir) (F&T)
Mega Meaical Technology Providing electronic manufacturing 15,800,000 041% 6,952 5214 4.40%
Limfted (876) senvices and engaging in trading
of dental prosthetics business
FMBERRBRAA 670 RUSTRERBLUNSEHEERE
Prosten Technology Holdings Providing wireless value-added 18,800,000 1.712% 6,996 1427 6.27%
Limited (3026 senvices and engaging in lending
Dusiness and tracing and retaling
of jewelry business
RERBARERA 8026 H ,m#v%'@ﬂk%ﬁ& HEHEEHR
,,,,,, TEER
CK Hutchison Holdings Limited (1) Providing ports and related service and engaging 21,500 0.0006% 1,998 1817 1.54%
inretal, infrastructure, energy and
telecommunication industries
RIMLEZARAA() REENRABRE LI ETE
ERURERTE
Hong Kong Exchanges and QOperates the only stock exchange and a futures 21,300 0.002% 3992 399% 3.37%

Clearing Limited (383) exchange in Hong Kong and their related clearing
houses, frading of base metals forward and options
contracts operating in the UK

BB -RERAARAERSM
NRERBMERR  RERSEER
SEHSNHECNEE

BERHRERHARLR )

During the year ended 30 June 2017, the Group determined to fully disposed B ZE T —+F A=+ HILFE » KEER

of all investments on hand when their net market prices were favourable to TR F B EE EN TS FEA MR E SR

their investment costs resulting in the net realised gain of HK$0.5 million. BRARLEMETFHSMEE  EEDER
Wz FE 49 500,000 87T °
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Information on the performance of the Group'’s financial assets at fair value
through profit or loss during the year ended 30 June 2017 is set out as below:

HEZZT—+tFAAA=Z+THLEFE  KAEERK
NEEFABRzEREEZRR 2 ERH
NN

Realised gain/(loss) on
disposal during the year

Name of stock (Stock code) ended 30 June 2017
BE-ZE—+tF&
ANA=+THLEFEZ
45 &8 (RORHE) ERRHERE (BE)
HK$'000
FAT
Mega Medical Technology Limited (876) 2,686
EMEEREFR AR (876)
Prosten Technology Holdings Limited (8026) (2,638)
FiERHRIZERAE R 2 7] (8026)
CK Hutchison Holdings Limited (1) 213
FRIMZEERRAA (1)
Hong Kong Exchanges and Clearing Limited (388) 128

BER G NEE AR AT (388)

Information on the performance of the Group'’s financial assets at fair value
through profit or loss during the year ended 30 June 2016 is set out as below:

HE-Z—XFXA=ZTHLFE  £EEEZ

NHEFABR EREE 2 RR 2 ERHT
ko

Unrealised gain/(loss)

for the year ended

Name of stock (Stock code) 30 June 2016
Q:I: /\$
AH_+E¢$E
IR AR (RO RH) ZARBHRUNE (FHE)
HK$'000
FET
Mega Medical Technology Limited (876) (1,738)
EMBESRER AR (876)
Prosten Technology Holdings Limited (8026) 470
RERRERBR AR (8026)
CK Hutchison Holdings Limited (1) (180)
FIIMLERBRAR (1)
Hong Kong Exchanges and Clearing Limited (388) 4

BER S MEEMBR AT (388)
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Use of Proceeds FRreRIFAE
Date of
announcement  Event Net proceeds Intended use of proceeds Actual use of proceeds as at 30 June 2017
AERE ES PR RE FraRuEsH8IAR RZB-tEXA=THAMEHEERARE
21 December 2016 The proposed  Approximately () approximately HK$25.5 milion () approximately HK$2.1 million was utiized for
“E-RF offerbythe  HK$47 million will be utilized for the set up of the the set up of offices and operations of cleaning
+ZR=+—8  Company #747,000,0007t  head office in Shenzhen (Note 1); business in Shenzhen, PRC;
by way of () #725500,000 BTHBRIERY () #2,100,000 8 TARERERYZLEHRER
rights issue R (1) EEEREY
on the basis
of one (1) (i) approximately HK$15 milion wil (i) HK$35 milion was granted as a loan under the
rights Share be utilized for the expansion of money lending business (Note 1); and
for every money lending services; and (i) 35000000 TRHEERRELAER (H:
two (2) (i) #)15,000,000/8 T ARBETH 1) R
Shares at the EES RN
subscription
price of (i) the remaining balance of (ii) approximately HK$1.5 million was utiized
HK$0.054 approximately HK$6.5 million wil as the pledged bank deposits as banks'
per rights be utilized as the pledged bank guarantees on the performance bonds issued
share (the deposits and the working capital of for due performance of the environmental service
‘Rights the Group. contracts.
Issue”). (iiy % T 416,500,000 TR IEEE (i) 471,500,000 8CAERBETEN - (ERRIT
F/NIF =3 ROIFRRAEEN—REEEL HETRRRB S NBAREOER -
BRAEMQ) il
Rk
— (1) RER The unutiized proceeds as at 30 June 2017 have
Rinz 2% been placed as the interest bearing deposits with
BRBES licensed banks in Hong Kong.
PRALARAR 7 RZE—tF A= +EHABBRAEIER
0.054 87T FABBBEBITER BFR -
DA
REFEM
Rehgtn ([
f&l) e
Note: Hat -

1. as disclosed in the announcement of the Company dated 28 June 2017, the
Board has resolved to reallocate HK$20.0 milion out of such intended usage
to finance the loan in the principal amount of HK$20.0 million granted by Union
Finance Limited, an indirect wholly-owned subsidiary of the Company, to an
independent third party pursuant to the loan agreement dated 28 June 2017
entered into between the said parties.
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Date of

announcement  Event Net proceeds Intended use of proceeds Actual use of proceeds as at 30 June 2017
AERH EL RSHIERE FrgRuEs B R RZB—tEXAZTAMBREERAR
21 May 2016 Placing of Approximately (i) Approximately HK$24.75 million As 1o (i) approximately HK$5 million for the general
ZERE new shares  HK$24.75 milion for general working capital of working capital; (i) HK$15 million for the provision
RAZt+—H under #)24,750,000/87C the Group and/or financing the of financial assistance under the money lending
general potential acquisition as disclosed business; and (i) HK$4.75 million was utiized
mandate in the Company” s announcement as fixed deposit for the performance bond under
BE—HEE dated 2 March or other future several environmental service contracts for the
BREH RN investment opportunities as and environmental and cleaning services business.
when think fit.
() #24,750,000 8 TRERERE () #/550000008TRE-REEELSE : (i
—REEE R/ FRNPED 15,000,000 TRIEMEZBHA B RERE Kk
AREA= AZBNAEHEE (ii) 4,760,000 B TLRIEBRE B RRB R B =T
HEERBEERINEERRR REREANE THENRENEHFH -
RBBEBRRNEMARRER
1 o
6 November 2015 Openoffer ~ Approximately () Approximately HK$28 millon, for ~ As 1o () approximately HK$30.9 milion was fully
—Z-AfF N HK$62.3 million the expansion of the cleaning and utilized for the acquisttion of a property and car
+—RH #162,300,0007 7T auto beauty services in the PRC park management and cleaning services related

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; (i)
approximately HK$9.5 million, for
the renewal and purchase of new
machinery; and (iv) approximately
HK$9.5 million, for general working
capital of the Company.
#128,000,000 & T A ERERF
Bt RAEZ R TERARE

(i) 49 15,500,000 T B 1B FE 1
ERNFKLE  BRENRR
BRAZRALE ¢ (i) 49,500,000
BLREEMRBEN#RS R
(iv) 499,600,000 BT RIEAR T2
—REFES -

company in the PRC as announced by the Company
on 11 April 2016, (ii) approximately HK$2 million

was utilized for the expansion in Hong Kong; (i)
approximately HK$15 milion assigned for purchase
and renewal of machinery was reallocated and
utilized for the legal and professional fees in relation
to the legal proceedings in Cayman Islands;

(v) approximately HK$7.0 milion used for the
investment in PPS Shanghai; and (v) approximately
HK$7.6 milion used for general working capital.

() MARERZE—A"FOA+—RMEM
#930,900,0008 & A el ELE)
NERGESERRERRBEARA
(i) 472,000,000 B LB IERE T BB E
(i) > AL PR VERB B S AT 234949 15,000,000
BIUEEN DY A IER S B B AR
AR REEER  (v#)7,000,0007%57TH
fERAER L8 : R () 47,600,000 TLR1E
—REELESE -
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Charges on the Group’s Assets

As at 30 June 2017, the Group had obligations under finance leases of
approximately HK$1.0 million (2016: approximately HK$0.8 million), of
which approximately HK$0.4 million (2016: approximately HK$0.3 million)
was repayable within one year. Such obligations under finance leases were
secured by the relevant motor vehicles.

As at 30 June 2017, the Group had bank deposits of approximately HK$12.9
million (2016: approximately HK$7.1 million) pledged to banks as security for
due performance under environmental service contracts and banking facilities
granted to the Group.

CONTINGENT LIABILITIES

(@) Performance bond

FHREEHTEEN

R-ZT—tFXRNAZ+TH AEENRBEHR
EAPEXA1,0000008TT(ZT—RF 4
800,000/ 7T) + EH#9400,0008 L (ZF—7~
& #9300,000770) AR —FREE - EFEM
BEREREAGBEEBEMERR o

RZE—+tFARA=+H  XEBBRITER
#712,900,0007 7T (ZZ—7:4F : £97,100,000
BIL) BB TIRIT ERZBBITRRREA
R FARE BRI TRVE RO o

KRARER
(a) BHERE
As at As at
30 June 30 June
2017 2016
—E—+tF ZE—RF
~NB=tH ~NA=Z1H
HK$’000 HK$'000
FHET FHIT

Guarantees on performance bonds ~ FLIRIBIRIS A 4B 4R E
in respect of environmental service  EY¥ER
contracts

13,269

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

As at 30 June 2017, fixed deposits of approximately HK$12.9 million
(2016: approximately HK$7.1 million were pledged to banks as
security for (i) bank facilities of approximately HK$12.9 million (2016:
HK$13 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.
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(b) Litigations - Employees personal injuries

(c)

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.

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,
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;

(o)  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.

(b)
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R - ERBEAZE

RER AEEFETRESAHERE
BRE=ZTHRRAFHABEAZEH
Hi - BERL ARNZFRERENE=
FRRAMRL O AEE R RGN
BUBHRARRRRERRE - AL
B &% EFHATESEFNERNEA
BfE-

ARER — BERERER
ZRAARFBPR=_FT—RAFT-H
hB ZZ2—AF+ZA=Z+mA - =
E—AFTZA=1TH ZZT—R§=
AmMHE - ZE—RFZA+B - =%
—RNE=ZA—H  ZZE—ARFWNA+=
B ZZE—XRXFREAT+BER-ZZE—XF
AAZ+TRAZAE(ZERAE] AR
EHRSHENERFTRZ&MER -
BREEEPN AREFMAFAEEZE
NEREEEERRRE -

R-ZE—RFEA+—H(FEER) -
MeERDRS -

(@ ARERERIEF  HEAQERE
HERERE ([2F D RHIR -

b EFAAINARARZEFEL
ZENE - AR EMRRAERIA
EBRRE  AIMEE T —RF=
ALHELZREBRIEEREEL
e BERELZAERBEREES
e

MeERTER —_T— R "FOA+—H
(FE2RHE)RE(HEHh8HE) A THRRE

NESTER

(@) MEBAZBRINRBEREZHS
FENARRR 2 IR - BH2FA
BREAY HXEARNKERE
MAFERBBHEE BT &
18 B BEREEMEMLT AR
EXHEERAELBFEEECK
VAR R E R 2 B E SR E A
RBABEFE ZA R

EBMERERAT F®oot7 27

y W —



L

, .
MANAGEMENT DISCUSSION AND ANALYSIS EEEw R 5

(o) 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 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 and Disposals of Subsidiaries

There were no material acquisitions of subsidiaries made by the Group during
the year ended 30 June 2017,

Material disposals of subsidiaries by the Group during the year ended 30
June 2017 are set out as below:

(@) Disposal of Elite Car Services Limited

On 11 January 2017, Go Million Limited (“Go Million”), a wholly-
owned subsidiary of the Company, entered into a sale and purchase
agreement with an independent third party purchaser, pursuant to
which Go Million agreed to sell and the purchaser agreed to acquire
the entire issued share capital of Elite Car Services Limited at a cash
consideration of HK$1 (the “AUTO Disposal”). Elite Car Services
Limited, through its subsidiaries, is principally engaged in the provision
of auto beauty services in Hong Kong. The gain on the AUTO Disposal
of approximately 3.0 million was reflected in the results of the Group for
the year ended 30 June 2017.
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(b) Disposal of Logon Clean Energy Group Limited

On 3 March 2017, the Company entered into a sale and purchase
agreement with an independent third party purchaser, pursuant to
which the Company agreed to sell and the purchaser agreed to acquire
the entire issued share capital of Logon Clean Energy Group Limited at
a cash consideration of HK$32,000,000 (the “Logon Disposal’). Logon
Clean Energy Group Limited, through its subsidiaries, is principally
engaged in the provision of property and car park management
services in Shenzhen, the People’s Republic of China (the “PRC”). The
gain on the Logon Disposal of approximately 4.2 million was reflected
on the results of the Group for the year ended 30 June 2017. Details of
the Logon Disposal are set out in the Company’s announcement dated
3 March 2017.

Future Plans for Material Investments or Capital Assets

As announced by the Company on & June 2017, the Group had made
applications to (i) the SFC for licenses to carry out Type 1 (dealing in
securities), Type 2 (dealing in futures contracts), Type 4 (advising on
securities) and Type 9 (asset management) regulated activities under the
SFO; and (ii) the FMA to register as financial services provider in New Zealand
to carry out forex brokerage business in New Zealand. The Board considers
the development of the aforementioned new businesses will enable the
Company to diversify its businesses and broaden its revenue base and
would be in the interests of the Company and the Shareholders as a whole.
As at the date of this annual report, none of the abovementioned licenses
and registration has been granted by either SFC or FMA. We will update the
Shareholders once the licenses are granted.

Depending on the actual performance of such new businesses, including
put not limited to the scale of operation, the number of customers and prime
broker accounts, the margins to be provided to customers, the Company
will review the funding needs of this new financial segment from time to time.
If there is any further funding needs, the Company may raise capital by way
of, including but not limited to, rights issue, open offer, placing of shares
and issue of securities. However, as at the date of this annual report, the
Company has no such fund raising plan.
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DIRECTORS

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

Executive Directors

Mr. Ye Jingyuan (“Mr. Ye”), aged 35, 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. He 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. Yu Shaoheng (Mr. Yu), aged 32, served as non-executive director
of China New Energy Power Group Limited (T B#80RE HEBARA
A]) (now known as Lamtex Holdings Limited), a company listed on the Main
Board of the Stock Exchange (stock code: 1041) from 14 March 2016
to 30 August 2016. He is currently the chairman of PREEZ 2 E X AR
A\ (Shaanxi Hengze Industrial Corporation Limited*), which is principally
engaged in investment in and development of energy, mining, environmental-
preservation, real estate, and tourism businesses. Furthermore, he is a
supervisor of EERMAMELRMRBRE T AR (Ulaanchab Kejie Gas
Limited Liability Company*), a company which China National Petroleum
Corporation (FEBIAHARAREREAF]) has indirect interest in it, which
principally engaged in (i) construction and re-construction of city gas
infrastructures; (i) design and engineering of expansion work and related
installation and development management; (iii) transportation, sale, provision
of aftersale service, research and development of technologies and provision
of consultancy service in relation to city gas; (iv) construction and operation
of various types of gas station; (v) sale of petroleum and natural gas related
equipment; and (vi) construction, operation management of compressed
natural gas projects. Both Mr. Yu and BEZRMAMELZMEBR A A
(Ulaanchab Kejie Gas Limited Liability Company*) have been members of the
China Gas Association (F Bl AR ).

* For identification purpose only
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Ms. Mui Fong (Ms. Mui), aged 46, had served as a chief financial officer
and general manager of EFEiEMRZE AR AR (Huayu Real Estate
Development Co., Ltd*) from 1 January 2008 to 1 July 2016. Furthermore,
she had also served as vice executive director of &I HIEE B GR A 7
(Shenzhen Yi Li Group Co., Ltd*) from 1 January 2008 to 1 July 2016.

Independent Non-executive Directors

Mr. Chui Chi Yun, Robert (“Mr. Chui”), aged 60, 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 field 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. He
is an independent non-executive director of each of Tse Sui Luen Jewellery
(International) Limited (stock code: 417), National Arts Entertainment and
Culture Group Limited (stock code: 8228), Wing Lee Property Investments
Limited (stock code: 864), 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 was a
non-executive director of Addchance Holdings Limited (stock code: 3344)
until his retirement in May 2017. He is also a director of a number of private
companies and associations.

Mr. Yu Xiufeng (Mr. Yu), aged 53, obtained a bachelor degree in laws
from Jilin University in July 1988, a master degree in laws from Jilin University
in December 1994 and a doctorate degree in laws from Jilin University in
August 1998, He served as an assistant to the general manager of &
BB {2 512 A A (Jiin Province International Trust Co., Ltd.*) from January
1995 to July 1995. He engaged in postdoctorate research on applied
economics in Jilin University from April 2003 to July 2007. He has been
senving as a practicing lawyer of 1t =218 CRI) EEIEIEFT (Beiing De
Heng (Shenzhen) Law Office*) for providing legal services to certain significant
projects of the government and various listed companies from May 2002 to
present. He was once the author of several books relating to commerce and
criminal law proceeding and served for certain governmental organisations,
including the legal consultant for the fifth session of JF®IITAKREEE
(Standing Committee of the National People’s Congress in Shenzhen®), a
deputy to the fourth, the fifth and the sixth session of JZIITARRER A E
(National People’s Congress in Shenzhen®), a member of the fourth, the fifth
and the sixth session of ‘FINHMARBEZEESIZEE (Organic Laws and
Statutes Committee of National People’s Congress in Shenzhen®), and an
arbitrator of REIEIREEE 5 Z B (China International Economic
and Trade Arbitration Commission®), ZEFEIREEE SHHEEE (South
China International Economic and Trade Arbitration Commission®) as well as
FIIFELZ B & (Shenzhen Arbitration Commission®).
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Mr. Kwong Tsz Ching Jack (“Mr. Kwong”), aged 34, 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.
He 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. He
was admitted to practise as a solicitor in Hong Kong in October 2008. He is
practising in Hong Kong and is currently an associate of a firm of solicitors in
Hong Kong.

SENIOR MANAGEMENT

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

Mr. Yeung Yat Chuen (“Mr. Yeung”), aged 35, 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 33, 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 and 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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The Directors present this annual report together with the audited
consolidated financial statements for the year ended 30 June 2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities of
the Group are (i) the provision of environmental and cleaning services in Hong
Kong and PRC; and (i) the provision of money lending services.

The principal activities of the Company’s principal subsidiaries are set out in
note 35 to the consolidated financial statements.

An analysis of the Group'’s performance for the year by operating segments
is set out in note 3 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The Group'’s results for the year ended 30 June 2017 are set out in the
consolidated statement of profit or loss and other comprehensive income on
pages 79 to 80 of this annual report. The Board does not recommend the
payment of a final dividend for the year ended 30 June 2017.

BUSINESS REVIEW

A detailed review on the Group’s business performance and the material
factors underlying its financial position, as well as the development and likely
future prospects of the Group'’s business are provided throughout this annual
report and in particular shown in the “Management Discussion and Analysis”
section of this annual report.
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PRINCIPAL RISKS AND UNCERTAINTIES

The D
some

irectors are aware that the Group is exposed to various risks, including
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

followi

ng 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

includ

ing but not limited to:

Environmental and Cleaning Services

()

34
— N

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
senvices 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 45% of the total revenue for the years ended 30
June 2017. 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.
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(iv)

(Vi)

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.

(vi)
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Money Lending Business

) Any adverse changes in macroeconomic conditions and fluctuation
of market variables such as gross domestic product, exchange rates,
equity prices and property prices in Hong Kong may generally affect
market demands and the repayment abllities of customers which may
lead to adverse impact on the Group's revenue and liquidity.

(i) Non-compliance with or any changes in the relevant laws and
regulations may bring various consequences to the Group, including
but not limited to the revocation or suspension of the money lenders
licence and/or the imposition of penalties resulting from the offence.

In addition, the financial risk management objectives and policies of the Group
are shown in note 29 to the consolidated financial statements.

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.

() Employees

The fact that employees are crucial assets of the Group is of no
doubt. The Group strives to enhance employees’ loyalty and sense
of belongings to the Group through various policies and practice. It
emphasises the importance of labour diversity and equal opportunities
in recruitment process. It also provides staff with a caring, safe and
healthy working environment. In order to help cater for the continuous
development of the employees, professional trainings and self-
development sponsorships are provided. The Group values any
feedback from employees and hopes to maintain open communication
with the latter, which favours a good and long-lasting relationship.

Further details about the Group's policies and relationship with its
employees are set out in the paragraphs headed “Employees” in the
Environmental, Social and Governance Report from pages 771 to 72 of
this annual report.
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(i)

(iii)

Customers

Customer-oriented principle is adopted across the business operation
of the Group. Product mix (i.e. loan portfolio) and service quality, which
are regarded as key to good relationship with customers of the Group,
are continuously reviewed with the aim to cater for target customers’
fast-changing needs and enhance their satisfactions. The Group also
strives to ensure that honest and comprehensive information about its
services and products is provided to customers so that they can make
appropriate informed decision. In addition, as numerous personal and
confidential information is handled and processed by staff in dayto-day
operation, guidelines regarding security of customers’ personal privacy
and avoidance of information leakage are in place.

During the year under review, the credit period of the loans granted to
the major customers is 1 year, which was negotiated on an am'’s length
basis with reference to the commercial practice and the Group’s credit
policy. The top management of the Company will closely monitor the
loan portfolio, in particular the loans to major customers, periodically
and will continue to adopt risk control and management strategies while
broadening the customer base.

Suppliers and Sub-contractors

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.
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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$25,400.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
during the year are set out in note 11 to the consolidated financial statements.

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.

Detalils of the movements in the Company’s share capital during the year are
set out in note 28 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 83 and
84 of this annual report and note 34 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 30 June 2017, the Company’s reserves available for distribution to
shareholders amounting to approximately HK$120.1 million (2016: HK$86.7
million) calculated 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 196 of this annual report.

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 2017 is as follows:
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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
HITES

Mr. Ye Jingyuan
ERRESE

Mr. Yu Shaoheng
BT KA

Ms. Mui Fong
Lt

Mr. Tse Man Yiu
HREE

Mr. Chan Wai Kit
BRIEGE ST

Ms. Wong Chi Yan
|mEER L

Ms. Ding Pingying
TR

Ms. Wang Jun
TARARL

Non-executive Director
IEHITES

Mr. Xu Xiaoping

wNFEE

FABETNES  RENETMEALS
EARR(BEFAANERARNQRCETHRA
SR AL)REAKBRARF  nERARHEE
A

appointed on 28 October 2016 for a director fee of HK$600,000 per annum
REZBE—RFETAZT\BEZE  EF8EAEF600,0008T

appointed on 28 October 2016 for a director fee of HK$600,000 per annum
RZZBE—RFTAZ+\BEZE  EF8EAEF600,0008T

appointed on 4 July 2016 for a director fee of HK$600,000 per annum
MZZE—RFE+XANBEEZE - EFHBSR/TF 600,000 7T
resigned on 11 January 2017

R-ZTE—+F—RF+—HEHE

resigned on 11 July 2016
RZT—RE+XA+—HEHE

resigned on 18 July 2016
RZZ—RELA+/\BEHE

resigned on 11 January 2017
R-T—+F—A+—HEHE

resigned on 19 September 2016
RZTE—RFENLATNBERHE

resigned on 4 July 2016
RZZ—RFE+ANBEHE

Independent Non-Executive Directors

BIIEMITES
Mr. Chui Chi Yun, Robert
ERCkt

Mr. Huang Ke
Esabiva

Mr. Kwong Tsz Ching Jack
BFi25E 4

Mr. Yu Xiufeng
THERE

retired on 5 December 2016
RZE—ARF+-ARARE

appointed on 16 December 2016 for a director fee of HK$120,000 per annum
RZBE—RFTZATBEZE EFEEAEF 120,000 T
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All newly appointed executive directors and independent non-executive
directors are subject to retirement by rotation and re-election at the
Company’s annual general meeting in accordance with the Articles of
Association of the Company.

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

During the year and up to date of this annual report, the executive Director,
Mr. Ye Jingyuan is 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. Yeung Yat Chuen, Mr. Chan Woon
Wing, Mr. Lin Yonggan, Mr. Chan Chok Fun, Mr. Lu Yi, Mr. Yang Guang Wei,
Wong Yee Ching and Liu Tracy Yatong.

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.

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. Tse Man Yiu (“Mr. Tse") resigned as an executive Director and the
authorised representative of the Company in order to devote more time to his
business commitments and engagements with effect from 11 January 2017.
Mr. Tse 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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Ms. Ding Pingying (“Ms. Ding”) resigned as an executive Director with
intention to devote more time to pursue her business commitments and
engagements with effect from 11 January 2017. Ms. Ding 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. 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.

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 30 to 32 of this annual report.

MANAGEMENT CONTRACTS

No contract, other than employment contracts, concerning 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.

The Group recognises the importance of staff training and thus regularly
provides intemal 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.
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SHARE OPTIONS
(1) 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 (i) 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.

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).
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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 5
December 2016 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 | 35 ) B B AR fE s
Scheme during the year are shown as below: BT -
Exercise  Outstanding
price asat  Cancelled Lapsed Outstanding
Date of grant of (HKS$)  01.07.2016 during during asat
Category of participants share options Exercisable period (Note 2) (Note 1) (Note 1) the year theyear  30.06.2017
RZB-RE R
%8  thA-A “E-tF
(Bn)  WAE AAZTH
SEEEN REERERS AR (Hi2) (HfzE1) (W) Ehds FRRR HAGE
Directors
EZ
Mr. Chan Wal Kit (Note 3) 11122015 1412.2015-10.12.2025 023 10,000,000 - (10,000,000 -
SR AR “E-RETZAT-R “E-RFt-ATRAZ
“E-RFTCATH
Ms. Wong Chi Yan (Nots 4) 11.12.2015 14.12.2015-10.12.2025 023 10,000,000 - (10,000,000 -
E58RE () S2-REfZAT-R ZB-BEtCAYEAE
“ECRETATA
Mr. Znang Xiaozheng (Note 5) 11.12.2015 14.12.2015-10.12.2025 023 10,000,000 - (10,000,000 -
FERA (D) “T-RETZAT-R “E-RETZATRAZ
ZECRETIATR
Ms. Wang Jun (Note 6) 11122015 1412.2015-10.12.2025 023 10,000,000 - (10,000,000 -
TERL (o) “E-RETZAT-R “E-RFt-ATRAZ
“ECRFTCATH
Ms. Li Qingchen (Note 7) 11.12.2015 14.12.2015-10.12.2025 023 10,000,000 - (10,000,000 -
SEREL(H7) ZE-REFZAT-H “F-1ft-AtEAZE
“ECRETATA
Mr. Xu Xiaoping (Nots 8) 11.12.2015 14.12.2015-1012.2025 023 10,000,000 - (10,000,000 -
GRS RALEL) “T-RETZAT-R “E-RETZATEAZ
ZECRETIATR
Sub-totel 60,000,000 - (60,000,000 -
Nt
Employees
=
In aggregate 11.12.2015 16.12.2015-10.12.2025 023 37,500,000  (37,500,000) - -
At “Z-RFf-F1-R “E-RETZATRRE
ZEZRFTZATA
Totel 97,500,000 (37,500,000  (60,000,000) -
st
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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 156 March

2016.

2. The option period of the share options granted on 11 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 2017, the total number of shares of the Company
available for issue under the Share Option Scheme was 180,000,000
shares, representing 6.67% and 6.67% of the Shares in issue as at
30 June 2017 and 26 September 2017, being the date of this annual
report, respectively.

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 the previous
annual report, respectively.

During the year, the Group recognized the share-based payment
expenses of approximately HK$ Nil (2016: 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 ended 30 June 2016 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:

HE-ZT—XRENA=Z1THILFERSE
B & (0 BE RS AE 2 INHE 39 A F1E A 0.066
B BREZ ATERBERBELESE
HEMGEH B TEEALE
E o AARIFRNEITEREZ AFED
/£6,600,00087C « A EDIEATERKR
BB -

As at the date
of grant

of the Share
Options
REREREA

Underlying stock price (HK$)

Exercise price (HK$)

Risk-free rate (%)

Annualised dividend yield (%)

Expected volatility of underlying share (%)
Expected life (Year)

1TEE (GB7T)
R (%)

B (F)

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.

HERERE GBT)

FIERL B EIRE (%)
BB 2 TEHR 18 (%)

(2

TEHYR M8 [ R AR SRR IR R R KB 2 HY
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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 2017, 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 “SFO”)),
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.

EERFETHRAARETLFRMR
HRERNHERRRE

BTITXFEEEN RZE—tF A=+
A SEENFETBRABREESENHBE
ATHERAERABSERBREE(EEXRESHF
R EAE G ([7#H R ERE A ) EXVED) /%
%5 - HERG REFHT S SWRIEES (o) 1R
BEEREEEFIEXVEE 7 RSN IR E
AMEARNB MBI AERSAR (B
FEIRIEE 5 R A E 60178 B 16301 54 8 Ve ok
RIEBENERIAR)  O)IREZEALHE
161 26 352 5B RE RPN SZ Ik T IR i M) B R Y
ERERSOXE (o) RIFAIZER ETHRBIE
546182 % 5.68 IFBENE RN MR FTAE
fAtEzs AR -

Percentage of
Name of the Total number total issued
Name of company in which of ordinary Long/short share capital
Shareholder interest is held Capacity shares position in the Company
REFEE NG e
RREHE BENARER 5t EEREH HR/ %A EBRIRAEIM
Ms. Mui Fong The Company Interests of spouse (Note 1) 972,211,500 Long 36.01%
55 R VYN Bl (fEE1) e
Note: BE -
1. Mr. Yu Weiye beneficially owned 972,211,500 shares of the Company, of which 1. REXEEERHEAARAR 72,211,500 &G + &

427,987,500 shares of the Company were owned by Wui Wo Enterprise Limited, a
company wholly owned by Mr. Yu Weiye. Ms. Mui Fong is the wife of Mr. Yu Weiye and
deemed to be interested in 972,211,500 shares of the Company held by Mr. Yu Weiye in
accordance with the SFO.
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SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at 30 June 2017, 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.

EERR
BT XABEE -

RZE—tFXA=1+

B BMEEFNAL(ARRETESHTIRT
HABRRIN RARB I - R RMEF
THBCCHER AR BREEF MG GRS
B3 IEMEFEN T ERRECTMAEFEER
KB HRIBEEF LB GOIEXVEBE 2 R F
39 BRI STZR R AN 12 B 3R BB A (R () i s 30K
B XREEIEEER TR (M5
AEEFABERL TR AKEERKE AR
A& RN EE 5% A ErEs o

Percentage of
Name of the Total number total issued
Name of company in which of ordinary Long/short share capital
Shareholder interest is held Capacity shares position in the Company
REHEE EARAR2H
REEE RENARER L) LERAY #R/ %R ERIREEIN
Mr. Yu Welye The Company Beneficial owner (Note 1) 544,314,000 Long 20.16%
REEEE YN BumAaA M) 55
The Company Interested in controlled
VAN corporation (Note 1) 427,897,500 Long 15.85%
R EEER (1) #HE
Wan Yeung Lau The Company Beneficial owner 267,300,010 Long 9.90%
Wan Yeung Lau VYN ERBEBA e
Chung Kam Lau The Company Beneficial owner 267,255,000 Long 9.90%
EEN NN ERERA iHE
Notes: Bz -
1. Mr. Yu Weiye beneficially owned 972,211,500 shares of the Company, of which 1, SEEAEEREEANT 72,211,500 JAEH + E

427,897,500 shares of the Company were owned by Wui Wo Enterprise Limited, a
company wholly owned by Mr. Yu Weiye. Ms. Mui Fong is the wife of Mr. Yu Weiye and
deemed to be interested in 972,211,500 shares of the Company held by Mr. Yu Welye in
accordance with the SFO.
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PURCHASE, SALE OR REDEMPTION OF THE SHARES

During the year ended 30 June 2017, 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 2017,

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
or is 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
(the “Previous Service 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 which was
further extended to 31 December 2016.

On 30 December 2016, PPS entered into a new vessels cleaning service
contract (the “New Service Contract”) with Niko in order to continue to provide
the vessels cleaning and pest control services for Customer X in Macau for a
contract term of two (2) years from 1 January 2017 to 31 December 2018.
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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 was the key management personnel of the Group and the director of
PPS until 17 April 2017 and 17 February 2017 respectively. Accordingly, Niko
was a connected person of the Company and the vessels cleaning services
contemplated under the Previous Service Contract and the New Service
Contract constituted a continuing connected transaction of the Company for
the year ended 30 June 2017 pursuant to the Chapter 20 of the GEM Listing
Rules.

For the year ended 30 June 2017, the total amount of vessels cleaning
services fee paid under the Previous Services Contract and the New Service
Contract was approximately HK$5,090,816. The vessels cleaning services
fee was determined by PPS and Niko after arm’s length negotiations with
reference to (i) the historical transaction amounts in relation to the vessels
cleaning senvices between Customer X and Niko; (i) the historical transaction
amounts in relation to the vessels cleaning services between Customer X and
PPS; (iii) the historical transaction amounts in relation to the vessels cleaning
services between PPS and Niko; (iv) the scope of the vessels cleaning
senvices; 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 33 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 33 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 54 to 64 of this annual
report.

EVENTS AFTER THE REPORTING PERIOD
2017 Share Consolidation

On 26 July 2017, the Company completed a 10-for-1 share consolidation
(the “2017 Share Consolidation”), every 10 issued and unissued shares
of HK$0.001 each were consolidated into 1 consolidated share of
HKS$0.01 each. At the completion of the 2017 Share Consolidation, the
authorised share capital of the Company are HK$100,000,000 divided
into 10,000,000,000 consolidated shares of HK$0.01 each, of which
270,000,000 consolidated shares are in issue. Details of the 2017 Share
Consolidation are set out in the Company’s circular dated 10 July 2017 and
the Company’'s notice of extraordinary general meeting dated 10 July 2017
and the Company's announcements dated 20 June 2017 and 26 July 2017,

Subscription of Convertible Bonds

Pursuant to the subscription agreement and supplemental extension letter
dated 15 June 2017 and 16 August 2017 respectively, Wui Wo Enterprise
Limited (the “Subscriber”) has conditionally agreed to subscribe for and the
Company has conditionally agreed to issue the zero coupon convertible
bonds in the principal amount of HK$50,000,000 (the “Convertible Bonds”),
which entitle the Subscriber to convert the Convertible Bonds into a maximum
of 83,333,333 conversion shares at the conversion price of HK$0.6 per
conversion share (as adjusted by the share consolidation made on 27 July
2017) during 1 year commencing from the date of the completion of the
subscription of the Convertible Bonds (the “Subscription”). The principal
amount of the Convertible Bonds of HK$50,000,000 payable by the
Subscriber will be satisfied by cash. The Subscription was approved by the
shareholders at the extraordinary general meeting of the Company held on 26
July 2017 and completion of the Subscription took place on 21 August 2017
with the net proceeds of approximately HK$49.2 million received.
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The Company intends to apply the net proceeds from the Subscription (i) as
to approximately HK$5.0 million for the set up costs of the group companies
engaging in the margin securities and forex brokerage businesses; (ii)
as to approximately HK$36.0 million for the deposits to be maintained in
the prime broker accounts to carry out the margin securities and forex
brokerage businesses; (iii) as to approximately HK$4.0 million for the
development of the online trading platform for the margin securities and
forex brokerage businesses. The expected investment costs for the online
trading platform will be approximately HK$7.0 million, while phase one of the
online trading platform is expected to be launched in October 2017; and
(iv) as to approximately HK$4.0 million for the general working capital of the
Company, including but not limited to the remuneration of the management
and the operating expenses of the group companies engaging in the margin
securities and forex brokerage businesses.

PERMITTED INDEMNITY PROVISION

At no time during the year and up to date of this report, there was or is, any
permitted indemnity provision being in force for the benefit of the directors
of the Company (whether made by the Company or otherwise) or any of its
subsidiaries (if made by the Company).

AUDITORS

HLB Hodgson Impey Cheng Limited (*HLB") resigned as the independent
auditor of the Group with effect from 14 July 2017. Baker Tilly Hong Kong
Limited (“Baker Tilly") was appointed as the independent auditor of the
Company with effect from the same date to fill the casual vacancy following
the resignation of HLB.

The consolidated financial statements have been audited by Baker Tilly,
who will retire and, being eligible, offer themselves for re-appointment at
the forthcoming AGM. Having been approved by the Board upon the Audit
Committee’s recommendation, a resolution to re-appoint Baker Tilly and
to authorise the Directors to fix their 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 2017
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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 2017.

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 2017 and up to the date of
this annual report, except for the deviations of the following Codes and GEM
Listing Rules.

()

(i)

54
— N

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 chief executive officer did
not hold such kind of private meetings with the non-executive Directors.
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 chief executive officer, 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)~ 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.

(iv)  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 did 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 up to 3 October 2016. On 3 October
2016, Mr. Chan Woon Wing, a certified public accountant, was
appointed by the Board 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.

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 periodically issues notices to 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 2017,
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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
pbudgets;

° 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 resullts;
° responsible for interal control and risk management; and

° approval of matters in relation to Board membership and Board
remuneration.

As at 30 June 2017 and the date of this annual report, the Board comprised
six Directors, including three executive Directors and three independent
non-executive Directors, of which one 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, as set out below:

Executive Directors

Mr. Ye Jingyuan (Chief Executive Officer)
Mr. Yu Shaoheng
Ms. Mui Fong

Independent Non-Executive Directors

Mr. Chui Chi Yun, Robert
Mr. Kwong Tsz Ching, Jack
Mr. Yu Xiufeng

Biographical details of the Directors are set out in the “Biographical Details of
Directors and Senior Management” section on pages 30 to 32 of this report.

The Company has arranged appropriate insurance covering for its Directors.
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Ms. Mui Fong is the stepmother of Mr. Yu Shaoheng. There are no
relationships (including financial, business, family or other material or relevant
relationships) among other 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
nonexecutive 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.

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 and 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.
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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 fil 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.

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. In this regard, members of the Audit
Committee will liaise with the Board, the senior management and auditors.
The Audit Committee will also consider any significant or unusual items that
are, or may need to be, reflected in such reports and accounts and give
consideration to any matters that have been raised by the accounting staff,
compliance officer or auditors.
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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
Mr. Yu Xiufeng
(appointed on 16 December 2016)
Mr. Huang Ke (retired on 5 December 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 2017,

The Audit Committee held four meetings during the year under review. Details
of the attendance of the Audit Committee meetings are as follows:

AC Meeting
Members Attend/
Eligible to attend
Mr. Chui Chi Yun, Robert 4/4
Mr. Kwong Tsz Ching, Jack 4/4
Mr. Yu Xiufeng 2/2
Mr. Huang Ke 2/2

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 reappointment
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

Mr. Kwong Tsz Ching, Jack

Mr. Yu Xiufeng (appointed on 16 December 2016)
Mr. Huang Ke (retired on 5 December 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.
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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.

The Nomination Committee held two meetings during the year under review.
Details of the attendance of the Nomination Committee meeting are as
follows:

NC Meeting
Members Attend/
Eligible to attend
Mr. Chui Chi Yun, Robert 2/2
Mr. Ye Jingyuan 2/2
Mr. Kwong Tsz Ching, Jack 2/2
Mr. Yu Xiufeng 0/0
Mr. Huang Ke 1/1

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.

Pursuant to code provision B.1.5 of the CG Code, the annual remuneration
of the members of the senior management (other than the Directors) whose
particulars are contained in the section headed “Biographical Details of
Directors and Senior Management” in this annual report for the year ended 30
June 2017 by band is set out as follows:
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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
Mr. Kwong Tsz Ching, Jack
Mr. Yu Xiufeng
(appointed on 16 December 2016)
Mr. Huang Ke (retired on 5 December 2016)

The Remuneration Committee held two meetings during the year under
review. Details of the attendance of the Remuneration Committee meetings
are as follows:

RC Meeting
Members Attend/
Eligible to attend
Mr. Chui Chi Yun, Robert 2/2
Mr. Ye Jingyuan 2/2
Mr. Kwong Tsz Ching, Jack 2/2
Mr. Yu Xiufeng 0/0
Mr. Huang Ke 11

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 13 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 during the
year under review is set out below:

Members Attend/
Eligible to attend
Board General
Name of Directors Meeting Meeting
Executive Directors
Mr. Ye Jingyuan 13/13 1/1
Mr. Yu Shaoheng (appointed on 28 October 2016)  6/8 0/0
Ms. Mui Fong (appointed on 28 October 2016) 8/8 0/0
Mr. Tse Man Yiu (appointed on 4 July 2016 and 8/8 1/1
resigned on 11 January 2017)
Ms. Wang Jun (resigned on 19 September 2016) 3/6 0/0
Ms. Ding Pingying (resigned on 11 January 2017) 3/9 01
Mr. Chan Wai Kit (resigned on 11 July 2016) 1/1 0/0
Ms. Wong Chi Yan (resigned on 18 July 2016) 1/1 0/0
Non-executive Directors
Mr. Xu Xiaoping (resigned on 4 July 2016) 0/0 0/0
Independent Non-executive Directors
Mr. Chui Chi Yun, Robert 12/13 1/1
Mr. Kwong Tsz Ching, Jack 13/13 1/1
Mr. Yu Xiufeng (appointed on 16 December 2016)  2/5 0/0
Mr. Huang Ke (retired on 5 December 2016) 5/7 01

All business transacted at the Board meetings and by written resolutions were
well-documented. Minutes of the Board meetings and written resolutions are
kept by the Company Secretary and are available to all Directors.

ACCOUNTABILITY AND AUDIT

The Audit Committee has reviewed with the Board on the Company’s
consolidated financial statements for the year ended 30 June 2017. 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 abllity to continue as a going concern.

The Company’s auditors, Baker Tilly, acknowledge their reporting
responsibilities in the independent auditor's report to the consolidated
financial statements of the Company for the year ended 30 June 2017, which
are set out in “Independent Auditors Report” section on pages 73 and 78 of
this report.
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AUDITORS’ REMUNERATION

On 14 July 2017, HLB resigned as the Group's independent auditors, and
Baker Tilly was appointed as the new auditor of the Company with effect from
14 July 2017. The fees charged by Baker Tilly in respect of audit service
and non-audit service (including professional advice on acquisition) for the
year ended 30 June 2017 amounted to approximately HK$600,000 and
HK$250,000 respectively.

There is no disagreement between the Board and the Audit Committee on
the resignation of HLB and the appointment of Baker Tilly, and they both have
agreed to recommend the re-appointment of Baker Tilly as the Company’s
independent auditors at the forthcoming AGM.

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
Company has also engaged an independent internal control review advisor to
conduct the annual review on the effectiveness of the internal control system
covering major operational, financial and compliance controls, as well as risk
management functions of different systems of the Group. No major issues
on the internal control system have been identified during the year ended 30
June 2017. The Board, through the review by the Internal Control Committee
and the independent internal control review advisor, is satisfied that the Group
has fully complied with the Code on the internal and the external controls
during the year.

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 2017.
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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 imes 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.

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. ppsintholdings.com.

All corporate communication materials published on the GEM website (http://
www.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 2017. 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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INTRODUCTION

This is the first Environmental, Social and Governance Report (the “ESG
report”) of the Group. The ESG report elaborates on the various work of the
Group in fully implementing the principle of sustainable development and
its performance of environmental, social and governance during the year.
For information on our corporate governance, please refer to the “Corporate
Governance Report” on pages 54 to 64.

The ESG report presents the Group’s sustainability approach and
performance in the environmental and social aspects of its business in Hong
Kong during the Year. The Group will continue to strengthen its efforts to
collect information in order to enhance its performance in the environmental
and social areas and to disclose related information in sustainable
development.

This report has been prepared in accordance with the Environmental, Social
and Governance Reporting Guide as set out in Appendix 20 to the GEM
Listing Rules and covers the Group’s business in Hong Kong for the year
ended 30 June 2017.

STAKEHOLDER ENGAGEMENT

We believe that stakeholder engagement helps us in better understanding the
needs and concems of all our key stakeholders, which in turn contributes in
assessing the material sustainable goals of our business.

The Group has been engaging stakeholders in understanding and caring
for their needs through various channels. Below are the communications
channels and the ESG topics material to stakeholders.
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Stakeholder Issue Engagement Channels
& 7] SHERE
Investors and shareholders o Corporate governance ° Operational risk
o Business operation o Disclosure
o Investor conferences and roadshows o Annual general meeting
° Financial reports and press releases o ESG report
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Employees ° Training and development ° Remuneration
o Occupational health and safety ° Corporate activities and events
° Employee grievance mechanism ° Feedback of training workshops
° Education and support
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Stakeholder Issue Engagement Channels
BHE | BHRE
The Government ° Legal compliance and corporate o Labour protection
governance ° Compliance with laws and regulations
° Business ethics o Ongoing communication with relevant
° Active response to govemmem policy government departments
BT ° FERAEHRMEEER ° B TIRE
o  HEBER o EPEMIRIER
o TEREIEBRABR o HIARABUNERFIRE B
Customers ° Service quality ° Customer surveys
° Maintain high service level
° Websites
° Feedback from front-line employees
B e REBEZE s EFHAT
s HRSEERRB
e WME
s HIRBIREE
Community o Helping people in need ° Support charity organizations
° Participate in voluntary work
v e EPEFEAL . §Z%—ir
e 24 \MJ?EIVE
Suppliers o Corporate reputation ° Responsible sourcing
o Site visits and assessments ° Interviews and appraisals
e o  (pEBRE s BEMAMNEESRX
o EH R KA o FIAKREZ
MATERIALITY ASSESSMENT EEMFRG
To ensure prompt and proper management of key sustainabllity issues, our ~ BHEREREZEEEEEXENTIES

Group has compiled and prioritized material aspects relating to business
operations. Material aspects are those that reflect the organization’s
significant economic, environmental and social impacts; or that substantially
influence the assessments and decisions of our stakeholders. These priorities
allow us to uphold our commitment to our stakeholders while managing the
impact we have on society and the environment.

In 2016, we conducted a survey among internal stakeholders to gauge the
impact of how our operations have influenced the stakeholder and how
stakeholders exert impact on our sustainability. Top priority issues were
identified from the survey results. Consequently, “Occupational Health and
Safety”, “Material Consumption”, “Talent Sourcing & Retention”, “Employee
Training” and “Service Quality” were identified as material aspects of the
Group.

noow noow
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ENVIRONMENTAL PROTECTION

As an environmental protection enterprise, we are committed to increase the
efficiency of resources utilization and enhance environmental performance.
We are focusing on efficient operation in our own and our clients’ facilities
to effectively manage our environmental impact. During the year, the Group
complied with all relevant environmental laws and regulations. Our operation
and administrative department is responsible for regularly reviewing all
environmental and safety policies. Policies and measures on resource
efficiency and waste management were strengthened and implemented
this year as we aim to achieve sustainable improvement in reducing the
environmental impact associated with our services.

Energy Saving and Emission

Major resources consumed in our operation include electricity, fuel, water
and paper. As part of our many initiatives to reduce energy consumption, we
encourage our employees to switch off lights and electronic equipment while
not in use, set the temperature of the air-conditioners at an energy-efficient
level (best at 25.5°C), and install energy-saving light bulbs, high-performance
electrical equipment and place posters “Saving Electricity, Turn off the Light
when Leaving” in prominent places to encourage employees.

We understand that the use of vehicles has a direct impact to the environment
and is one of our primary concerns. During the year, our fleet of vehicles is
comprised over 25 vehicles of different types for operation use, and therefore
a considerable amount of fuel was consumed. During the year, other than
regular training, the Group enhanced a vehicle repair and management
guideline for efficient vehicle maintenance. The schedule for checkups and
maintenance is systematically monitored to maintain the optimal condition of
our vehicles, optimizing the efficiency of fuel consumption.

Resources Management

The group formulated and educated employees the policies on the
efficient use of resources including energy, water and other raw materials
in accordance with the relevant environmental laws and regulations.
Internal environmental review has been conducted regularly to assess the
environmental impact of the group business activities so that the energy and
water usage can be monitored and recorded properly.

Our employees are encouraged to organise, maintain and clean the garbage
and recycled waste holding areas; recycled waste are sorted into appropriate
receptacles. Appropriate signage is placed on bins, stating what type of
waste or recyclable should be placed in the bin.
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We implement the policy of double-sided printing and copying and
disseminate information by electronic means whenever possible to reduce
the consumption of paper. We encourage our employees to avoid the use
of disposable and non-recyclable products, and to use refillable stationeries
instead of one-off stationeries. Recycling bins are also available to collect
paper products in headquarter. We work with qualified recycling companies in
our provision of waste management service. In addition, the Group advocates
environmentally friendly materials where appropriate, for instance, our
employees are encouraged to print internal documents on recycled paper.
Apart from non-hazardous waste, our major hazardous wastes, such as used
toner cartridges, are collected for recycling.

We strictly comply with local laws and regulations regarding water discharge,
such as the Water Pollution Control Ordinance and Waterworks Ordinance.
We encourage our employees working in headqguarter to commit resources
only where justified, and tumn off the faucet tightly. We also fix dripping taps
immediately, and install flow restrictors and spray nozzles where possible. Our
on-site employeses are required to follow a standard water pollution control
procedure to reduce the water pollution. Wastewater containing bleach,
buffering cream or specific detergent is diluted before discharge to sewers.
To enhance employees’ knowledge of wastewater discharge, relevant
ordinances and environmental measures are introduced to our employees.

OPERATIONAL PRACTICES
Customer Management

Service quality is one of our major concemns as we aim at providing the best
quality service to our clients. The Group places great emphasis on quality
control and has obtained ISO 9001. Our employees regularly check the
quality of services performed, including services delivered by the Group's
own employees and third party service providers, and record occasions
of substandard performance for follow-up actions. Besides regular quality
check, we are committed to protecting the health and safety of the clients.

We are committed to delivering professional services and achieving customer
satisfaction by providing a client-oriented service. To understand clients’
need, we conduct site assessment and communicate with clients before
commencing services. The management holds regular meetings with on-
site employees to review and discuss various aspects of operations to
ensure services meet the clients’ expectations. We constantly collect the
clients’ feedback regarding quality of service, environmental and workplace
safety performance and application of material and tools. To enhance clients’
confidence in the Group, we strive not only to provide satisfactory services
to our clients, but also to promptly investigate the root cause of complaints
and provide corrective action and carry out remedial and preventive action in
response to the complaints from our clients. Our clients also send us letter of
appreciation in acknowledgement of our service excellence and highly client-
oriented services.
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Supply Chain Management

The Group pays careful attention to instiling our sustainable development
commitments across the entire supply chain. A balanced judgment is made
after considering environmental and social factors. Suppliers with certain
qualifications, such as certification of ISO 14001 or ISO 9001 Quality
Management System Certification or OHSAS 18001 or other accreditation,
etc will be given preference. In addition to the quality of product or service,
the suppliers” environmental value and awareness of occupational health and
safety are taken into account in the supplier selection. After supplier selection,
we continuously evaluate the Group’s suppliers and sub-contractors
with respect to raw materials or service quality, reliability, environmental
performance and occupational health and safety as well as timely delivery
to minimize the relevant risk. We also take green purchasing principle
into consideration. The usage of material is constantly evaluated to avoid
overstocking and squandering resources.

Money Lending Businesses Management

The Group was granted a money lenders licence by the licensing court in
Hong Kong pursuant to the Money Lenders Ordinance (Chapter 163 of the
Laws of Hong Kong). The Group adopted the money lending policy and
procedure manual which provide guidelines on handling and/or monitoring
of money lending procedures according to the Money Lenders Ordinance.
The Group has set up internal procedures and manuals such as Money
Lending Procedures Manual to ensure that the services comply with the
requirement of the aforesaid rules and regulations. The Group is committed
to provide clear and balanced information to customers. Service features,
terms and conditions, and any associated risks are clearly communicated to
the intending borrowers by the Group’s employees, in particular the terms in
relation to repayment, through letters and telephone. Meanwhile, the Group
allows customers to review and consult the terms of contract and relevant
documents with their legal advisers. In addition, the Group performs “Know
Your Customer” procedures and obtains information from customers in
assessing their financial background and risk tolerant level to provide suitable
services. Customers who are interested in the Group's services would sign
the acknowledgment on the terms and conditions including the associated
risks.

The Group strives to provide a prompt response to customers’ complaints
and opinions. After internal discussion, a formal reply will be issued to
customers in writing if necessary.
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Business Ethics

The Group highly values the confidential data of our clients. We strictly comply
with local laws and regulations regarding privacy matter, such as the Personal
Data (Privacy) Ordinance. We are committed to maintaining transparency,
legitimacy, relevance and accuracy when we handle the confidential data
of our clients. Every employee is required to enter into a confidentiality
agreement which forbids him/her to disclose confidential or proprietary
information outside the Group, either during or after employment, without
the Group's authorization. We endeavor to protect the software system to
prevent virus contamination and the leakage of clients’ information. Trainings
relating to cyber security and relevant risk management are provided to our
employees to enhance the employees’ awareness of cyber security, We have
designated employees to monitor notices, news and information in the media
in connection with tenders relating to environmental hygiene services and
airline catering support services works to ensure we strictly comply with local
laws and regulations regarding advertising and labeling.

Anti-corruption

To maintain a fair, ethical and efficient business and working environment, the
Group strictly adheres to the laws and regulations relating to anti-corruption
and bribery irespective of the area or country where the Group is conducting
business such as Hong Kong's Prevention of Bribery Ordinance. The Group
has formulated and strictly enforced the Code of Conduct that the Group
will not be tolerated any form of corruption. All employees are expected to
discharge their duties with integrity and self-discipline, and they are required
to abstain from engaging in bribery, extortion, fraud and money laundering
activities or any activities which might exploit their positions against the
Group’s or client's or impair their interests. Declaration should be made by
the directors of the Company in writing to the internal department for any
financial interests, directly or indirectly, in any business which competes with
the Group or with which the Group has business dealings. Breaching of the
rules will be disciplined and such employee may subject to termination of
employment. Where criminality is suspected, a report is made to the relevant
regulators or law enforcement authorities if to be necessary.

Whistle-blowers can report verbally or in writing to immediate supervisor or
Audit Committee members for any suspicious activities including any request,
receipt or acceptance of any forms of benefits from any persons, companies
or organisations having conflict of interest with the Group and misconduct
behaviours which are related to bribery, extortion, fraud and money-
laundering. The Group advocates a confidentiality mechanism to protect the
whistle-blowers from fear of threatens and any disadvantage to the whistle-
blowers’ employment relationship.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RiR - HEREREHE

EMPLOYMENT AND LABOUR PRACTICES
Employment

Employees are the most important assets and the key driving force of
our sustainable performance. As of 30 June 2017, the Group employed
1,387 staff. Our employment process complies with the policies and laws
in Hong Kong related to employment, compensation, benefits, dismissal,
working hours, and rest periods. A non-discrimination approach is adopted
throughout the whole recruitment process and people with disabilities were
also employed by our Group. The voluntary nature of overtime work can also
protect our employees from forced labor, and overtime pay shall be made
in accordance with the relevant laws and regulations. Before the start of
employment, employees are required to enter into the labor contract, clearly
stating the duties and responsibilities of the role to prevent any forced labor.
For resigned employees, we pay the outstanding wages on time.

Remuneration Policy

Our employees are our most valuable asset and we value their rights and
welfare. The salary structure is reviewed periodically to ensure that the Group
offers competitive remuneration package to our employees. Apart from basic
salary, we also offer discretionary bonus based on the individual performance
of the employees and our financial performance. Statutory holidays are
provided in accordance with the relevant regulations. Our employees can
enjoy different types of leave, including annual leave, sick leave, casual
leave, compassionate leave and maternity leave. Long service award is
offered as an appreciation for the contribution and dedication of long-serving
employees.

Training and Career Development

Training and development has become a priority to mitigate labour shortages
from a business planning perspective. We encourage our staff to progress
and improve their performance by offering skill training and development
opportunities in areas such as customer service, safety driving, business
writing, operation training, orientation, as well as information technology
security. Continuous education is one of the ways to maintain the
competitiveness of employees in the industry. The Group is committed in
providing our employees resources and opportunities, so that they can have
clear career goals to progress within the company.
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Work Safety Culture and Knowledge

The Group is committed to keeping its employees safe, and its customers
free of the impacts of health and safety risks. Our primary focus areas
in workplace safety include working procedures, working at height,
occupational road risk, and machinery safety. Work-related health and safety
performance is overseen by the operation and administrative department in
the Group. While the Group’s health and safety policies comply with relevant
statutory requirements, our safety management system is accredited to
the leading international standard of OHSAS 18001. The operation and
administrative department is also responsible for monitoring the safety and
health of the contractual requirement.

All staff members are required to be familiar with and follow our Occupational
Health Safety and Environmental Guidelines on workplace safety. For
example, use of personal protective equipment such as proper gloves, safety
goggles, masks, use of appropriate tools for picking up garbage, proper use
of chemicals as per standards etc., to reduce accidental injuries. Safety rules
are translated into various native languages to cater to the different language
needs of our employees, and regular updates on health and safety issues are
distributed by the operation and administrative department. The Group has
incorporated safety management awareness in every stage of our operation.
We also introduce our safety culture and policies to our contractors and
partners as part of the terms in agreement.

SOCIAL RESPONSIBILITY

The Group believes that corporate social responsibility is the backbone of
corporate values, and continues to dedicate time and effort to give back to
the local community. For the ten consecutive years, we have been named
as a "Caring Company” by The Hong Kong Council of Social Service in
recognition of our contributions to support community building, environmental
conservation, and people development.

During the year, the Group has supported several charities, such as Yan
Chai Hospital, Lok Sin Tong and Fu Hong Society benefitting children and
youth services. Further to our social commitment, our employees actively
participate in community services and stimulate a corporate culture of caring
and respect. The spirit of service, as well as the care and love shared by the
committee not only helps to make a difference among the needy, but also
helps to foster care and harmony within the community.
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INDEPENDENT AUDITORS’ REPORT
B ZHERE

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

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

OPINION

We have audited the consolidated financial statements of PPS International
(Holdings) Limited (the “Company”) and its subsidiaries (together the “Group”)
set out on pages 79 to 195, which comprise the consolidated statement
of financial position as at 30 June 2017, and the consolidated statement
of profit or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant
accounting policies.

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

BASIS FOR OPINION

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

OTHER MATTER

The consolidated financial statements of the Group for the year ended 30
June 2016 were audited by another auditor who expressed an unmodified
opinion on those statements on 26 September 2016.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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INDEPENDENT AUDITORS’ REPORT
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KEY AUDIT MATTERS (CONTINUED) FERFERE)
How the matter was addressed
The Key Audit Matter in our audit FEFHEE RFEBBHEENGZ

EWERRAENGERER
BRBREELAYBHRZMNZ2110) 214215

Valuation and existence of loans and interest receivables
Refer to Notes 2.11(i), 2.14, 2.15, 16, 29(a) and 38(c) of the audited consolidated financial

Statements

The Group entered the money lending
business during the year ended 30 June
2017. In the consolidated statement of
financial position, the Group recorded loans
and interest receivables initially at fair value
and subsequently at amortised cost. As at 30
June 2017, the carrying amount of loans and
interest receivables was HK$756,450,000.

The assessment of any impairment on loans
and interest receivables requires estimates
and significant judgement to be applied by
the management which means that changes
to key inputs In the estimates and/or the
judgements made can result in a material
change to the valuations on an individual loan
or in aggregate.

Further, because loans and interest
receivables are made up of a number of
individual loan balances, there is a risk that
net assets could be misstated should any
individual loans not exist.
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Qur audit procedures in this area included:

* obtaining and reviewing the loan
agreements and agreeing the principal
amount, interest rates, maturity dates
and other information to the Group's
accounting records;

¢ festing controls designed and applied in
the process of approving and granting
loans, the subsequent monitoring
of repayment status and of any loan
extension;

e recalculation of loan interest income
recognised;

¢ obtaining direct confirmation of loan
balances from the borrowers; and

® reviewing subsequent settlement
records and corroborating enquiries
with management about reasons for
not considering a provision against any
unsettled past-due balance.
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KEY AUDIT MATTERS (CONTINUED)

How the matter was addressed
The Key Audit Matter in our audit
Impairment of deposits
Refer to Notes 2.11(ii), 4, 15 and 38(c) of the audited consolidated financial statements
In 2015, the Company entered into a  QOur audit procedures in this area included:
memorandum of understanding with two
independent third parties regarding a
proposed acquisition of the entire interest
in a PRC entity. During the year ended 30
June 2017, the Company has received a
partial refund totalling HK$3,634,000 from
the independent third parties through a
debt assignee and has recognised a full
impaiment loss for the remaining deposit of
HK$6,366,000.

reviewing all the relevant documents,
including the memorandum of
understanding between the Company and
the vendor, and the factoring agreement
entered into between the Company
and the debt assignee, and other
correspondence;

* reviewing the bank documentation for the
receipt of refund from the debt assignes;

e reviewing board of directors’ minutes
including its discussions relating to the
decision to write-off of the balance; and

*  reviewing post-year end bank transactions
and confirming with management that
there was no subsequent recovery of any
balance up to the date of our auditor's
report.

OTHER INFORMATION

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

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information identified above and, in doing
S0, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.
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RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the Group'’s
financial reporting process.

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

Qur objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. This report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

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

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

- Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.

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

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

- Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

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

The engagement director on the audit resulting in this independent auditor's
report is Tong Wai Hang.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 26 September 2017
Tong Wai Hang

Practising certificate number PO6231
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M A4S For the year ended 30 June 2017 HE =T —+F X NA=1THILFE
% =] jﬁﬁ% (Expressed in Hong Kong dollars) (LA 7T51I7R )
2017 2016
—E—+F —E-RF
Notes HK$’000 HK$'000
BisE THER FHT
(Re-presented)
(&51)
Continuing operations BEREEK
Revenue Wz 3 270,224 256,521
Cost of services BRI A A (240,102) (236,818)
Gross profit E7 30,122 19,703
Other income, other gains and Hg A« Efpiliask
losses and impaiments BRI RRE 4 (5,653) (943)
Selling and marketing expenses HEREHERAY (2,259) (3,681)
Administrative expenses THAX (35,119) (61,182)
Finance costs BERA (843) (837)
Loss before taxation BREiRIEE 5 (13,752) (46,940)
Income tax (expenses)/credit Fris® (AX) #E% 6 (1,854) 454
Loss for the year from continuing REFELSEERZFARFE
operations (15,606) (46,486)
Discontinued operations BRIEREEE
Profit/(loss) for the year from REDRIEEEEK L
discontinued operations FREF(EBE) 7 2,118 (4,719)
Loss for the year FRER (13,488) (51,205)
Attributable to: LR AL -
— owners of the Company —ARAHEBA (13,386) (51,058)
— non-controling interests — IR (102) (147)
(13,488) (51,205)
(Loss)/earnings per share B (F8B),/BF 10
HK cents HK cents
Bl AL
(Restated)
(&271)
From continuing and discontinued operations 58 (3548 J 0 4% | IR L % 7%
— Basic and diluted —EAREE (32.52)
From continuing operations REFELEED
— Basic and diluted —BERLEE (29.60)
From discontinued operations REDKRIEEEER
— Basic and diluted —BEAREE (2.92)

The accompanying notes form an integral part of these consolidated financial — BEMTFT TR I F4R7 A BTSRRI —30 5 ©
statements.
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| CONSOLIE!' !B !TATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

%éﬁﬁ&ﬁf&%ﬁ L&é% For the year ended 30 June 2017 HE=—Z—+F X NA=1THILFE

(Expressed in Hong Kong dollars) (LAFTEF17R)

2017 2016
—E—+F ZERF
Notes HK$’000 HK$'000
BisE TERT FAT
Loss for the year FREE (13,488) (51,208)
Other comprehensive Hit2mEKE/(FE) -
income/(loss), net of nil tax MBRZEHE
tems that may be reclassified Hign e ENHEEBR
subsequently to profit or loss: ZIEE -
Exchange differences: BN ERE
— on translation of financial statements —REGINER 2 BT RE
of foreign operations 203 (677)
- release upon disposal of —RHEBRIHEEER
discontinued operations 5 ARRR (884) -
Total comprehensive loss for the year ~ £RZEEEZE (14,169) (51,782)
Attributable to: TH AL :
— owners of the Company —ARAEBA (14,067) (51,635)
— non-controling interests — IR (102) (147)
(14,169) (51,782)
Total comprehensive loss attributable ~ ZAR#EE AELEZE
to owners of the Company arises from:  EEEHERE :
— continuing operations —FHERE X (15,812) (47,475)
— discontinued operations —BRIFEEER 1,745 (4,160)
(14,067) (51,635)

The accompanying notes form an integral part of these consolidated financial

statements.
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| CON!!EIBATED STATEMENT OF FINANCIAL POSITION

wRE AR R

As at 30 June 2017 R=F—+&XxA=+H
(Expressed in Hong Kong dollars) (LAFTEF7R)

2017
—E—+F
Notes HK$’000
{5j=3 FaER
Non-current assets FRBEE
Property, plant and equipment M - BE MR 11
Intangible assets BREE 12
Goodwil EES 13
Restricted bank deposits R FIRITER 18
Current assets REBEE
Inventories FE
Trade receivables B Z WA 14
Deposits, prepayments Be -~ BAFER
and other receivables H A e GRIR 16
Loans and interest receivables JEUE R R FI 2 16
Financlal assets at fair value through BATHER ABRER
profit or loss CREE 17 -
Restricted bank deposits R FIRITER 18 2,105
Cash and cash equivalents BeRBLEEY 18 52,932
Current tax recoverable BIER AT e Bl B TR -
186,758
Current liabilities REBRE
Trade payables B SN HIE 19 14,880
Accruals, deposits received and EETER  Edze
other payables HibETRUR 20 33,113
Borrowings CE 21
Obligations under finance leases AT EAE 22
Deferred revenue Bz 23
Current tax payable BIEARE 1R
49,173
Net current assets RBEEFE 137,585
Total assets less current liabilities BEERRBDEE 162,037
Non-current liabilities ¥RBEE
Obligations under finance leases BEMRSAIE 22 503
Deferred tax liabilities ERERIBEAE 25(p) 577
Bond &% 24 9,442
10,612
NET ASSETS EEFE 151,425

HBZERARDIRA FH2017

2016

ZE-RF
HK$000
FHET

11,983

1,283

43,679

3,274

60,219

63

44,288

23,646

18,454

3,867

48,747

1,698

140,663

12,285

42,147

4,278

330
8,052
4,682

71,774

68,889

129,108

499
844
9,342

10,685

118,423
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CONSOLIBATED STATEMENT OF FINANCIAL POSITION

A\ \ As at 80 June 2017 R=Z—+FNA=+H
1217?‘ A Ej- i%' ;Iksﬂr% (Expressed in Hong Kong dollars) (LA TTFII7R)
2017 2016
—E—tF ZE—RF
Notes HK$’000 HK$'000
BifsE FET FHT
Capital and reserves EXRR#E 28
Share capltal e 28(a) 2,700 1,800
Reserves (&1 148,802 116,883
Total equity attributable to owners RDBEEAEEER
of the Company Fob ] 151,502 118,683
Non-controlling interests R (77) (260)
TOTAL EQUITY EREE 151,425 118,423

Approved and authorised for issue by the board of directors on RZZ—+tF A+ "AKESSHAERRK

26 September 2017 and are signed on behalf by: T > W TYESEREREE
Ye Jingyuan Yu Shaoheng EER REZT
Director Director ) BZE

The accompanying notes form an integral part of these consolidated financial — B&FT M 5T AR I S48 B SRR A — 20 ©
statements.
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Notes

Shae

premium

Bl
HKB000

Tin
[note
2500

Attboutable to owners of the Company

Share
option
[t
Bl
#
HK§000
Thn
note
280

Er

(Wk20000) (k2000 (izkomlm) (Hiskosonne) (ko) (i 280)60)

Accumulated

(0sses

236
HK§000

TER

T

=
a5

it

HK§000

TER

Non-
controling
nterests

iR
HS00
AR

Totd

&t

HK§000

AR

2360

[B4%)

76,739

o

76,640

Changes in equity for 2016:

Bxchange diferences on fransiaion of fnancid
statements of foreign operations

(51,08)

(61,008

o)

]

(57,209

6771

Totel comprenensive loss for te year

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

Issue of shares pursuant to share placing
Transaclon costs for share placing
Fouiy-seed share-based ransactions
Release upon lapse of share aptions

HEREENRD RERAR

Release upon exoiy of warrants
Non-contrllng inerest aising on

2800
84
28
8

~>

7

64500
(XS]
50

813

825
(16§

1,069

30,50

(61,635

65,000
7
%550

813
6605

(147

(51782

65,00
(XS]
%540

B3
8605

6459

(1139)

6459

(195%)

uBERERAT %2017 83 l

y —



| CON ED STATEMENT OF CHANGES IN EQUITY
%ggﬁﬁﬁ % For the year ended 30 June 2017 @E —ZE—+EXA=+HIFFEE

(Expressed in Hong Kong dollars) (LAFTEF17R)

Attributable to owners of the Company

KOAREAEE
Share Non-
Share Share Other  Contribution ~ Exchange option  Accumulated controling
capital premium resenve surplus reserve reserve losses Total interests Total
BhiE
RE  RBEE  EHER  BAR%  ENGR i EiEE B FERER it
Noes HK$000 HKS$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000
I TEn Tn Tn Tén Tn THL TAn TR TEn TEn
(note (note (note (note (note
P11 17 1) N (1)
(Hiskos(o))  (iakaso)) (Rt as(o)i) (stosio)i) (st 28(o)i)
At1 July 2016 RE-AELR-B 1800 108514 1,000 21400 600) 6459 (19,8%0) 118683 (260) 18428
Changes in equity for 2017: A-E-t5REEE:
Loss for the year ERER (13,366) (13,366)
Exchenge dferences: EizE =
- on ranslaion o fnanci satemerts -BRENET ARER
offoreign operations 203 203
- rglease Lpon diposal of -REEBRIERRER
dlscontinued operatons ] (684) (884)
Totd comprehensive loss for heyear EmiEERLE (13306 (14067 (14,169
IssUe of shares pursuant o fighisssue REERERD 28] 47,700 48,600 48,600
Transacton costs for righs ssue HRRAAL 282 (1,714 (1,714) (1714
De-tecogntion of non-cortrling HERAHEREE
iteest upon disposal of bVl
discontinued operations T
Release upon apsz and REREXIR
cancelaton of share optons kAR a (6,459) 6,459

At 30 June 2017

Rg-tERA=1H

45,986

154500

1,000

21,400

The accompanying notes form an integral part of these consolidated financial

statements.
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CON
HmERERER

ATED STATEMENT OF CASH FLOWS

For the year ended 30 June 2017 BE=Z—tFNA=1THILEFE
(Expressed in Hong Kong dollars) (LA TEF7R)

2017

“E-t%

Notes HK$'000
Mzt FEL

Operating activities
Loss before taxation:
- From continuing operations
— From discontinued operations

Adjustments for:

- Interest income from money lending

—Net realised and unrealised
(gains)/losses on financial assets
at fair value through profit or loss

- Bank interest income

— (Loss)/gain on disposal of property,
plant and equipment

- Finance costs

- Equity-settled share-based
payment expenses

- Amortisation of intangible assets

— Depreciation of property, plant and equipment

— Impairment losses on deposits

£z

FRBtAEE -
- RERBEEEH
- RACKIEEEH

WHENTEE
—MEFHZMBHRA
—BRVE ARG EREE
ZBERRKER (W)
BEFE

—RITHEIA

- HENE  BERRXEZ (BR)/
Yz

—BERK

—ERREE ARG AR
MRZFx

- BV EEHR

W% BERREFE

—BE REREYTIRLZ

(13,752)
(5,055)

(3,828)

(489)

(74)

13

13

and other receivables WEBE
~ Impaiment losses on goodwil -HERNERE
- Impaiment losses on intangible assets -BVEENESSR
— Witte-off of property, plant and equipment -W% - BREREEH
Operating loss before working capital changes ~ 2E&¢2BH 2 LLEHE
(ncrease)/decrease in inventories FEEM),/ B

(Increase)/decrease in trade receivables
Decrease/(increase) in deposits, prepayments

EHRIFE(2),/ B
e BAFRREGEKTR

(8412)
(19)
(5,807)

7,159
(75,000)

18,943
2,654

(3,728)
(1,793)

and other receivables /()

Increase in loans receivable JEMETE

Decrease/(increase) in financial assets at BATEF N ER SREE
fair value through profit or loss A/ ()

Increase in trade payables B SRE(HEEN

(Decrease)/increase in accruals, deposits received EETER - ElRE REER
and other payables T RD),/ M

Decrease in deferred revenue B R D

Net cash used in operation LEIBMARLLHE

Interest received from money lending
Hong Kong Profits Tax refunded/(paid), net

BRHRERS AR
BANGHESR/ (BR) EENEHFE

(66,063)

3,378
225

Net cash used in operating activities

REEBFRAREFE

(62,460)

HBZERARDA

2016
NS
HK$'000
T
(Re-presented)

(E51)

(46,940)
(4,522)

(19,898)
4,366

8,150
(1,083)

(48,360)

(3,713)

(52,079)

85
y W —

F3R2017



| CONSEEIB’I ED STATEMENT OF CASH FLOWS

% ﬁ.%;ﬁ,;% For the year ended 30 June 2017 HE=—Z—+F X NA=1THILFE

(Expressed in Hong Kong dollars) (LAFTEF17R)

2017 2016
“E—tF ZE-RE
Notes HK$’000 HK$000
HizE TER T
(Re-presented)
(BFZ25)
Investing activities REEB
Interest received BIHE 74 35
(Increase)/decrease in restricted bank deposits RIBHIETER B,/ (5,807) 581
Payment for purchase of property, BENZE  BERZBEINZT
plant and equipment (4,946) (3,442)
Payment for purchase of intangible assets BEEMEESAIE - (969)
Proceeds from disposal of property, HENE - BELSERETE
plant and equipment 12 1,482
Net cash inflow from disposal of HECRIHTEER Y
discontinued operations ReRmANFE 7() -
Net cash inflow from disposal of HE— FEJJHF”*EHE £k
a subsidiary not classfied as MEEBNHBAR
discontinued operations ZBERNFE 31(d) -
Net cash outflow from acqisition of subsidiaries WERBLRZRERTFE 30(c) (31,955)
Net cash generated from/(used in) RETBFEL/(FA)
investing activities ReFE (34,268)
Financing activities MEEE
Proceeds from issue of shares pursuant to open offer R ARBERITRIDFAEHE 28(a)(i) 65,000
Proceeds from issue of shares pursuant to share placing 1B BN ELERTTRO FTEZIE 28(a)() 25,500
Proceeds from issue of shares pursuant to rights issue 1R SRR EFTAR 7 T8 2008 28(a)v) -
Transaction costs for open offer AREER A 28(a)(i) 813
Transaction costs for share placing RNEER HHA 28(a)() (2,733)
Transaction costs for rights issue HRRHKA 28(a)lv) (1,714) -
Proceeds from borrowings {EFATETE - 4,278
Proceeds from abligations under finance leases BEREREMEIE 708 982
Repayment of borrowings BERER (2,610) (263)
Capital element of finance lease rentals paid EffgaHERemELrTH (516) (9rg)
Interest element of finance lease rentals paid BNREREREOFSHR (43) (43)
Interest paid BENFIE (797) (777)
Net cash generated from financing activities RETBELESFE 43,628 90,153
Net increase in cash and cash equivalents e B SEYEMFE 4,007 3812
Cash and cash equivalents RENNRERRLSEEN
at beginning of the year 45,425
Effect of foreign exchange rate changes MeEZEBNTE (490)
Cash and cash equivalents at end of the year RERNBLRELEEN 48,747
The accompanying notes form an integral part of these consolidated financial BRI sTERK I 43 & TSR E G — 20 ©

statements.
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1

COMPANY INFORMATION

PPS International (Holdings) Limited (the “Company”) is an exempted
company with limited liability incorporated and domiciled in the Cayman
Islands on 31 May 2012 in the Cayman Islands and its shares are listed
on the Growth Enterprise Market (‘GEM”) of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) since 17 June 2013.

The Company has its registered office and principal place of business
at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands and 24/F., SUP Tower, 75-83 King's
Road, North Point, Hong Kong, respectively.

The Company acts as an investment holding company. The principal
activities of its subsidiaries are set out in note 35.

The consolidated financial statements for the year ended 30 June 2017
comprise the Company and its subsidiaries (together, the “Group”).

The consolidated financial statements are presented in thousands of
units of Hong Kong dollars (‘HK$'000") unless otherwise stated. Hong
Kong dollars ("HK$") is the Company's functional currency and the
Group’s presentation currency.

SIGNIFICANT ACCOUNTING POLICIES
2.1 Statement of compliance

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards ("HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (‘HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA"), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. These consolidated financial statements
also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the GEM of the Stock
Exchange (the “GEM Listing Rules”).

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 2.3 provides information
on any changes in accounting policies resulting from initial
application of these developments to the extent that they are
relevant to the Group for the current and prior accounting periods
reflected in these consolidated financial statements.

A summary of the significant accounting policies adopted by the
Group is set out below.

T R—
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LAF7TF17R)
LEEH

BRIZERERAR(ARA]D AR=F
——FRER=+—-HERESHESITMK
N RhEFfcERRERAR  ERDA
“E=FRATLARERTEBMAER
SABERAB([BRAHM ) BIER (8%
M) £ e

AAB M EEREEEENLT D
B FACricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111,
Cayman Islands R &1t AR 258 75-83
SREEA AR K E 2412

ARRRREERRAR - HRBRFZ
TEXEBIIBMNMIFESS ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 FE®B%E#)
(CONTINUED)

88
— N

2.2

2.3

Basis of preparation of the consolidated
financial statements

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost basis
except that except that the financial instruments classified as
financial assets at fair value through profit or loss are stated at fair
value (see note 2.7).

The preparation of the consolidated financial statements
in conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and 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 the
judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ
from these estimates.

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

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated financial
statements and major sources of estimation uncertainty are
discussed in note 38.

Changes in accounting policies

The HKICPA has issued a number of amendments to HKFRSs
that are first effective for the current accounting period of the
Group. None of these developments have had a material effect
on how the Group’s results and financial position for the current
or prior periods have been prepared or presented.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period (see note
39).

PPS International (Holdings) Limited Annual Report 2017

2.2

2.3

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R I RAR M

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%#)
(CONTINUED)

2.4 Subsidiaries and non-controlling interests

(Expressed in Hong Kong dollars) (LAF7TF17R)

2.4 MELAFIRIEERES

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. When
assessing whether the Group has power, only substantive rights
(held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances and transactions and any unrealised profits arising from
intra-group transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses resulting
from intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence
of impairment.

Non-controlling interests represent the equity in a subsidiary not
attributable directly or indirectly to the Company, and in respect
of which the Group has not agreed any additional terms with the
holders of those interests which would result in the Group as a
whole having a contractual obligation in respect of those interests
that meets the definition of a financial liability.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to the owners of the Company. Non-controlling
interests in the results of the Group are presented on the face of
the consolidated statement of profit or loss and the consolidated
statement of profit or loss and other comprehensive income as
an allocation of the total profit or loss and total comprehensive
income for the year between non-controling interests and the
owners of the Company.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with a
resulting gain or loss being recognised in profit or loss.

In the Company’s statement of financial position, an investment
in a subsidiary is stated at cost less impairment losses (see note
2.171(i).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 E®BRGHE)

20
— N

(CONTINUED)

2.5 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 former owners
of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs
are recognised in profit or loss as incurred.

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

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

- liabilites or equity instruments related to the replacement
by the Group of an acquiree’s share-based payment
awards are measured in accordance with HKFRS 2,
Share-based payment; and

- 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.

Goodwill represents the excess of:

(i) the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interest in
the acquiree and the fair value of the Group’s previously
held interest in the acquire; over

(i) the net fair value of the acquiree’s identifiable assets and
liabilites measured at the acquisition date.

PPS International (Holdings) Limited Annual Report 2017

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR HRMTE

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.5

2.6

2.7

Business combinations (continued)

When (i) is greater than (i), then its excess is recognised
immediately in profit or loss as a gain on a bargain purchase.

Non-controlling interests may be initially measured either at fair
value or at the non-controlling interests’ proportionate share of
the fair value of the acquiree’s identifiable net assets. The choice
of measurement basis is made on a transaction-by-transaction
pasis.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
established at the date of acquisition of the business (see note
2.5) less accumulated impairment losses. Goodwill arising on a
business combination is allocated to each cash-generating unit,
or groups of cash-generating units, that is expected to benefit
from the synergies of the combination and is tested annually for
impairment (see note 2.711(ii)).

On disposal of a cash-generating unit during the year, any
attributable amount of purchased goodwill is included in the
calculation of the profit or loss on disposal.

Financial assets at fair value through profit or
loss

Investments in equity securities held-for-trading are classified as
current assets. Any attributable transaction costs are recognised
in profit or loss as incurred. At the end of each reporting period
the fair value is remeasured, with any resultant gain or loss being
recognised in profit or loss.

Investments are recognised/derecognised on the date the Group
commits to purchase/sell the investments or they expire.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 SIGNIFICANT ACCOUNTING POLICIES 2 E®BRGHE)

92
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(CONTINUED)
2.8 Property, plant and equipment

ltems of property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see note
2.171(i).

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight line method over their estimated
useful lives as follows:

Fumiture and fixtures 210 7 years
Equipment and machinery 210 7 years

Motor vehicles 4 years

Computer equipment 3 to 4 years
LLeasehold improvement Over the term of lease

Where parts of an item of property, plant and equipment have
different useful lives, the cost of the item is allocated on a
reasonable basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual value,
if any, are reviewed annually.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRMT

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%#)
(CONTINUED)

2.9 Intangible assets (other than goodwill)

(Expressed in Hong Kong dollars) (LAF7TF17R)

2.9 EERE (R

Intangible assets that are acquired by the Group are stated at
cost less accumulated amortisation (where the estimated useful
life is finite) and impairment losses (see note 2.11(ii). Expenditure
on internally generated goodwill and brands is recognised as an
expense in the period in which it is incurred.

Amortisation of intangible assets with finite useful lives is charged
to profit or loss on a straight-line basis over the estimated useful
lives. The following intangible assets with finite useful lives are
amortised from the date when they are available for use and their
estimated useful lives are as follows:

Customer relationship 5 years
Contract backlog 3 years

Both the period and method of amortisation are reviewed
annually.

Intangible assets, including money lender license, are not
amortised while their useful lives are assessed to be indefinite.
Any conclusion that the useful life of an intangible asset is
indefinite is reviewed annually to determine whether events
and circumstances continue to support the indefinite useful
life assessment for that asset. If they do not, the change in the
useful life assessment from indefinite to finite is accounted for
prospectively from the date of change and in accordance with
the policy for amortisation of intangible assets with finite lives as
set out above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RRMTEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 FE®B%E#)
(CONTINUED)

2.10Leased assets

94
— N

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines that
the arrangement conveys a right to use a specific asset or assets
for an agreed period of time in return for a payment or a series of
payments. Such a determination is made based on an evaluation
of the substance of the arangement and is regardless of whether
the arrangement takes the legal form of a lease.

()

(i)

Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the Group are classified
as operating leases.

Assets acquired under finance leases

\Where the Group acquires the use of assets under finance
leases, the amounts representing the fair value of the
leased asset, or, if lower, the present value of the minimum
lease payments, of such assets are included in property,
plant and equipment and the corresponding liabilities, net
of finance charges, are recorded as obligations under
finance leases. Depreciation is provided at rates which
write off the cost of the assets over the term of the relevant
lease or, where it is likely the Group will obtain ownership
of the asset, the life of the asset, as set out in note 2.8.
Impairment losses are accounted for in accordance with
the accounting policy as set out in note 2.11(ii). Finance
charges implicit in the lease payments are charged to profit
or loss over the period of the leases so as to produce
an approximately constant periodic rate of charge on the
remaining balance of the obligations for each accounting
period. Contingent rentals are charged to profit or loss in
the accounting period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRMT

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.10Leased assets (continued)

(i)

Operating lease charges

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

2.11Impairment of assets

()

Impairment of financial assets

Investments in financial assets that are stated at cost or
amortised cost are reviewed at the end of each reporting
period to determine whether there is objective evidence
of impairment. Objective evidence of impairment includes
observable data that comes to the attention of the Group
about one or more of the following loss events:

- significant financial difficulty of the debtor or
borrower;

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

- the Group, for economic or legal reasons relating
to the borrower's financial difficulty, granting to the
porrower a concession that the lender would not
otherwise consider;

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

- significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor or borrower;

(Expressed in Hong Kong dollars) (LAF7TF17R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 FE®B%E#)
(CONTINUED)

2.11Impairment of assets (continued)

96
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()

Impairment of financial assets (continued)

- observable data indicating that there is a measurable
decrease in the estimated future cash flows
from a portfolio of financial assets since the initial
recognition of those assets, although the decrease
cannot yet be identified with the individual financial
assets in the portfolio, including:

(1)  adverse changes in the payment status of
porrowers in the portfolio; and

(2)  national or local economic conditions that
correlate with defaults on the assets in the
portfolio.

If any such evidence exists, the impairment loss is
measured as the difference between the asset's carrying
amount and the present value of estimated future cash
flows, discounted at the financial asset's original effective
interest rate (i.e. the effective interest rate computed
at initial recognition of these assets), where the effect
of discounting is material. This assessment is made
collectively where these financial assets share similar
risk characteristics, such as similar past due status,
and have not been individually assessed as impaired.
Future cash flows for financial assets which are assessed
for impairment collectively are based on historical loss
experience for assets with credit risk characteristics similar
to the collective group.

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked objectively
to an event occurring after the impairment loss was
recognised, the impairment loss is reversed through profit
or loss. A reversal of an impairment loss shall not result in
the asset's carrying amount exceeding that which would
have been determined had no impairment loss been
recognised in prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRMT

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.11Impairment of assets (continued)

(0

(i)

Impairment of financial assets (continued)

Impairment losses are written off against the corresponding
assets directly, except for impairment losses recognised
in respect of trade receivables, loans receivable and
interest receivables whose recovery is considered doubtiul
pbut not remote. In this case, the impairment losses for
doubtful debts are recorded using an allowance account.
When the Group is satisfied that recovery is remote, the
amount considered irrecoverable is written off against
these financial assets directly and any amounts held in
the allowance account relating to that debt are reversed.
Subsequent recoveries of amounts previously charged to
the allowance account are reversed against the allowance
account. Other changes in the allowance account and
subsequent recoveries of amounts previously written off
directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at
the end of each reporting period to identify indications that
the following assets may be impaired or, except in the case
of goodwill, an impairment loss previously recognised no
longer exists or may have decreased:

- property, plant and equipment;

- intangible assets;

- goodwill; and

- investments in subsidiaries in the Company’s
statement of financial position.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 FE®B%E#)
(CONTINUED)

2.11Impairment of assets (continued)
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(i)

Impairment of other assets (continued)

If any such indication exists, the asset’'s recoverable
amount is estimated. In addition, for goodwill and intangible
assets that have indefinite useful lives, the recoverable
amount is estimated annually whether or not there is any
indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its 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 pre-tax discount rate that reflects current
market assessments of the time value of money
and the risks specific to the asset. Where an asset
does not generate cash inflows largely independent
of those from other assets, the recoverable amount
is determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss
if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses recognised
in respect of cash-generating units are allocated
first to reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or group of
units) and then, to reduce the carrying amount of the
other assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an asset
will not be reduced below its individual fair value less
costs of disposal (if measureable) or value in use (if
determinable).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRMT

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%#)
(CONTINUED)

(Expressed in Hong Kong dollars) (LAF7TF17R)

2.11Impairment of assets (continued) 211 EERE (&)
(i) Impairment of other assets (continued) (i)  EEEREE)
- Reversals of impairment losses - REEERED

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

2.12Inventories

Inventories, which represent consumable goods, are stated at
the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal of any write-
down of inventories is recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the
reversal occurs,
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2 SIGNIFICANT ACCOUNTING POLICIES 2 E®BRGHE)

— N

(CONTINUED)

2.13Trade and other receivables

Trade and other receivables are initially recognised at fair value
and thereafter stated at amortised cost using the effective interest
method, less allowance for impairment of doubtful debts (see
note 2.11(i)), except where the receivables are interest-free loans
made to related parties without any fixed repayment terms or the
effect of discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment of
doubtful debts.

2.14Loans receivable

Loans receivable are loans granted to customers in the ordinary
course of business. If collection of loans receivable is expected
in one year or less, they are classified as current assets, or if not,
they are presented as non-current assets.

Loans receivable are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less provision for impairment (see note 2.711(i).

2.15Interest receivables

Interest receivables are interests derived from loans granted to
borrowers in the ordinary course of business. If collection of
interest receivables is expected in one year or less, they are
classified as current assets. If not, they are presented as non-
current assets.

Interest receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less provision for impairment (see note 2.711(i).

2.16Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised
cost with any difference between the amount initially recognised
and redemption value being recognised in profit or loss over the
period of the borrowings, together with any interest and fees
payable, using the effective interest method.

1 00 PPS International (Holdings) Limited Annual Report 2017

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.17Trade and other payables

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

2.18Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks that are readily convertible into
known amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months of
maturity at acquisition.

2.19Deferred revenue

Deferred revenue represents contractual billings/amount due
in excess of recognised revenue resulting from services yet to
e rendered or in respect of the unexpired terms of the relevant
contracts/arrangements, or for which the applicable revenue
recognition criteria are not yet satisfied. Revenue is recognised
and deferred revenue is released to profit or loss when the
relevant services are rendered or on a time proportion basis over
the terms of the relevant contracts/arrangements, or when the
applicable revenue recognition criteria are satisfied.

2.20Employee benefits

(i) Short term employee benefits and contributions to
defined contribution retirement plans

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

The Group operates a mandatory provident fund scheme
in Hong Kong and defined contribution government
pension schemes in the People’s Republic of China (the
‘PRC").
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 FE®B%E#)
(CONTINUED)

2.20Employee benefits (continued)

— N

()

(i)

Short term employee benefits and contributions to
defined contribution retirement plans (continued)

Contributions to mandatory provident fund as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance, are recognised as an expense in profit or loss
as incurred.

The employees in the PRC are members of the retirement
benefit scheme organised by the government in the PRC.
The Group is required to contribute, based on a certain
percentage of payroll, to the retirement benefit scheme
to fund the benefits. The only obligation of the Group with
respect to the retirement benefit scheme is to make the
required contributions under the scheme. Contributions
to this retirement benefit scheme are recognised as an
expense in profit or loss as incurred except to the extent
that they are included in the cost of inventories at the end
of the reporting period.

Long service payments payable on cessation of
employment

The Group’s net obligation in respect of the long service
payment payable on cessation of employment in certain
circumstances under the Hong Kong Employment
Ordinance is the amount of future benefit that employees
have earned in retumn for their service in the current and
prior periods. The obligation is calculated using the
projected unit credit method, discounted to its present
value and reduced by entitlements accrued under
the Group’s retirement plans that are attributable to
contributions made by the Group.

Past service cost is recognised immediately to the extent
that the benefits have already been vested.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRMT

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%#)
(CONTINUED)

2.20Employee benefits (continued)

(Expressed in Hong Kong dollars) (LAF7TF17R)

2.20EEi&F (&)

(i) Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in share option reserve within equity.

The Company operates a share option scheme under
which the Group receives services or goods from its
directors, employees and other eligible participants as
consideration for share options of the Company. The
fair value is measured at grant date using the Trinomial
Option Pricing model, taking into account the terms and
conditions upon which the options were granted.

The equity amount is recognised in the share option
reserve until either the option is exercised (when it is
transferred to the share premium account) or the option
expires (when it is released directly to accumulated
losses).

2.21Income tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in profit or loss
except to the extent that they relate to items recognised in other
comprehensive income or directly in equity, in which case the
relevant amounts of tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the
end of the reporting period, and any adjustment to tax payable in
respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the differences
between the carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. Deferred tax assets also
arise from unused tax losses and unused tax credits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RRMTEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 E®BRGHE)

— N

(CONTINUED)

2.21Income tax (continued)

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse either
in the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward. The
same criteria are adopted when determining whether existing
taxable temporary differences support the recognition of deferred
tax assets arising from unused tax losses and credits, that is,
those differences are taken into account if they relate to the same
taxation authority and the same taxable entity, and are expected
to reverse in a period, or periods, in which the tax loss or credit
can be utilised.

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill
not deductible for tax purposes, the initial recognition of assets or
liabilities that affect neither accounting nor taxable profit (provided
they are not part of a business combination), and temporary
differences relating to investments in subsidiaries to the extent
that, in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences will
not reverse in the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the end of the reporting period. Deferred
tax assets and liabilities are not discounted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%#)
(CONTINUED)

2.21Income tax (continued)

(Expressed in Hong Kong dollars) (LAF7TF17R)

221181 (&)

The carrying amount of a deferred tax asset is reviewed at the
end of each reporting period and is reduced to the extent that it
is no longer probable that sufficient taxable profits will be available
to allow the related tax benefit to be utilised. Any such reduction
is reversed to the extent that it becomes probable that sufficient
taxable profits will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not
offset. Current tax assets are offset against current tax liabilities,
and deferred tax assets against deferred tax liabilities, if the
Company or the Group has the legally enforceable right to set off
current tax assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation authority
on either:

- the same taxable entity; or

- different taxable entities, which, in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered,
intend to realise the current tax assets and settle
the current tax liabilities on a net basis or realise and
settle simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRHE

2 SIGNIFICANT ACCOUNTING POLICIES 2 FE®B%E#)
(CONTINUED)

2.22Financial guarantees issued, provisions and
contingent liabilities

— N

()

Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments to
reimburse the beneficiary of the guarantee (the “holder”) for
aloss the holder incurs because a specified debtor fails to
make payment when due in accordance with the terms of
a debt instrument.

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as deferred
income within trade and other payables. The fair value
of financial guarantees issued at the time of issuance is
determined by reference to fees charged in an arm'’s length
transaction for similar services, when such information
is obtainable, or is otherwise estimated by reference
to interest rate differentials, by comparing the actual
rates charged by lenders when the guarantee is made
available with the estimated rates that lenders would have
charged, had the guarantees not been available, where
reliable estimates of such information can be made.
Where consideration is received or receivable for the
issuance of the guarantee, the consideration is recognised
in accordance with the Group's policies applicable to
that category of asset. Where no such consideration
is received or receivable, an immediate expense is
recognised in profit or loss on initial recognition of any
deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over
the term of the guarantee as income from financial
guarantees issued. In addition, provisions are recognised
in accordance with note 2.22(ii) if and when (i) it becomes
probable that the holder of the guarantee will call upon
the Group under the guarantee, and (i) the amount of that
claim on the Group is expected to exceed the amount
currently carried in trade and other payables in respect
of that guarantee i.e. the amount initially recognised, less
accumulated amortisation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬂjﬁ*ﬁ% WEI (Expressed in Hong Kong dollars) (A TEI7R)

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%#)
(CONTINUED)

2.22Financial guarantees issued, provisions and

2220 B HMBEIEE BERIA

contingent liabilities (continued)

(i)

Provisions and contingent liabilities

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

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

2.23Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the economic
benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised in
profit or loss as follows:

(0

Provision of environmental cleaning and car beauty
services

Service income received or receivable from customers
when the environment cleaning service contracts or car
beauty packages, which relates to routine environmental
and cleaning services and auto beauty services, are
entered into, which is recognised on a straight-line basis
over the term of the service contract as the work is
performed. Receipts in respect of service income for which
the relevant services have not been rendered are deferred
and recognised as deferred revenue in the consolidated
statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 IE®B%EE)
(CONTINUED)

2.23Revenue recognition (continued)

— N

(i)

(i)

(v)

Provision of property management services

Revenue from the provision of property management
services are recognised when the services have been
rendered to customers. 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

Interest income is recognised as it accrues using the
effective interest method. When a loan and interest
receivable is impaired, the Group reduces the carrying
amount to its recoverable amount, being the estimated
future cash flow discounted at the original effective interest
rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired
loan and receivables are recognised using the original
effective interest rate.

Dividend income

Dividend income from listed investments is recognised
when the share price of the investment goes ex-dividend.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRME

2 SIGNIFICANT ACCOUNTING POLICIES 2 ZE®B%#)
(CONTINUED)

2.24Translation of foreign currencies

(Expressed in Hong Kong dollars) (LAZ&TEF17R)

2.245 %588

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at the
end of the reporting period. Exchange gains and losses are
recognised in profit or loss. Non-monetary assets and liabilities
that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling
at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are
translated using the foreign exchange rates ruling at the dates the
fair value was measured.

The results of foreign operations are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Statement of financial
position items, including goodwill and any fair value adjustments
to the carrying amounts of assets and liabilities arising on the
acquisition of foreign operations are translated into Hong Kong
dollars at the closing foreign exchange rates ruling at the end
of the reporting period. The resulting exchange differences are
recognised in other comprehensive income and accumulated
separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of
the exchange differences relating to that foreign operation is
reclassified from equity to profit or loss when the profit or loss on
disposal is recognised.

2.25Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantive period of time to get ready for its intended use or sale
are capitalised as part of the cost of that asset. Other borrowing
costs are expensed in the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMERRMEE

2 SIGNIFICANT ACCOUNTING POLICIES 2 E®BRGHE)

— N

(CONTINUED)

2.26Discontinued operation

A discontinued operation is a component of the Group’s
business, the operations and cash flows of which can be clearly
distinguished from the rest of the Group and which represents
a separate major line of business or geographical area of
operations, or is part of a single coordinated plan to dispose
of a separate major line of business or geographical area of
operations, or is a subsidiary acquired exclusively with a view to
resale.

Classification as a discontinued operation occurs upon disposal
or when the operation meets the criteria to be classified as held
for sale, if earlier. It also occurs if the operation is abandoned.

Where an operation is classified as discontinued, a single
amount is presented on the face of the consolidated statement
of profit or loss, which comprises:

- the post-tax profit or loss of the discontinued operation;
and

- the post-tax gain or loss recognised on the measurement
to fair value less costs to sell, or on the disposal, of the
assets or disposal group(s) constituting the discontinued
operation.

2.27Related parties

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

(1) has control or joint control of the Group;

(2)  has significant influence over the Group; or

(8) is a member of the key management personnel of
the Group or the Group's parent,
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e SRR MEE

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.27Related parties (continued)

(i)

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

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

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

(3)  Both entities are joint ventures of the same third
party.

(4)  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

(5)  The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group.

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

(7) A person identified in (i)(1) 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).

(8)  The entity, or any member of a group of which it is a
part, provides key management personnel services
to the Group or to the Group’s parent.

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

(Expressed in Hong Kong dollars) (LAZ&TEF17R)
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NOTES Ts THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR MR

2 SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.28Segment reporting

Operating segments, and the amounts of each segment item
reported in the consolidated financial statements, are identified
from the financial information provided regularly to the Group’s
most senior executive management for the purposes of
allocating resources to, and assessing the performance of, the
Group's various lines of business and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the type or class of customers,
the methods used to distribute the products or provide the
services, and the nature of the regulatory environment. Operating
segments which are not individually material may be aggregated
if they share a majority of these criteria.

3 REVENUE AND SEGMENT REPORTING
(a) Revenue

Revenue represents the services supplied to customers from
the provision of environmental and cleaning services and interest
income earned from the money lending business, as follows:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

2 FEEBEER)

2.28 R EME

REDMRFAMBERRARSE S
DHEIBR 2 &5 - TRBERAEE
IZESRTREREEHREZA
TEAAKBERER KD EE
R WERHARRIR 2B ER -

BRI EAZ D BTR AR
LRMTA BIFEHH BRE
AR - TEASELE
BRBHIEH - FPRLAE) -
DHERMRMBITE - LARE
ERRIEH - ERIEAZEESD
B A LA BRI F A
it

3 WRRSEHERE
(a) Wz

Wz B B IR IR B MO 2 RIS )
B P IR LA RS K UE 2 TS B
FBEWALT

Continuing operations BEREER
Service income from IRIB BB 2 BRIEWA

environmental and cleaning
Interest income from money
lending

B2 A EWA

2017 2016
—®—tF ST AF
HK$’000 HK$'000
FHT T
266,396 256,521
3,828 -
270,224 256,521
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MEE

3 REVENUE AND SEGMENT REPORTING
(CONTINUED)

(b) Segment reporting (b)

(Expressed in Hong Kong dollars) (LAF7TF17R)

3 W@kSBEE(E)

SEBIE
AEBREEBEERRERIES
ERR(BRERDERDEHRR
) 2 ERREEELEEDE ©

The Group determines its operating segments based on the
reports reviewed by the chief operating decision maker, which
are used to make strategic decisions including resources
allocation and assessment of segment performance.

The segments are managed separately as each business offers
different products and services and requires different business
strategies. No operating segments identified by the chief
operating decision-maker have been aggregated in arriving at

A% EH IR AR E o MR TS
PIERERIEBZER - 8O
ERIER - EREASEH A HE
DEE - TEE Li?%“%ji,iﬂﬁi%ﬁﬁ

%%MELQﬁ o REBEZT
wE D E0 2 E mT

the reportable segments of the Group. The following summary
describes the operations in each of the Group’s reportable

segments:

Continuing operations FRABAR & T

Environmental and cleaning Provision of environmental and RELTE NEBRTH &I
cleaning services in Hong HIRIE MOBRIRTS
Kong and Shanghai, the PRC

Money lending Provision of money lending W& BIEEBENE 163

business in Hong Kong EMEAEHRE
under the Money Lenders B ERIEET
Ordinance (Chapter 163 of
the Laws of Hong Kong)

Investments Investments in financial assets & KESHEE

Discontinued operations BARARE TS

Auto beauty Provision of car beauty services FEER REBREREESE
in Hong Kong AR 75

Management services Provision of property and car B AR R BRI E Y

park management services in
Shenzhen, the PRC

KRS E R RS
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3 REVENUE AND SEGMENT REPORTING
(CONTINUED)

(b) Segment reporting (continued)

The chief operating decision maker assess the performance
of the operating segments based on a measure of reportable
segment results. This measurement basis excludes central
administrative and other costs including directors’” emolument,
impairment loss on other receivables, other operating expenses
and finance costs.

Segment assets mainly exclude corporate assets, property, plant
and equipment and cash and cash equivalents that are managed
on a central basis. Goodwill and intangible assets are allocated
to reportable segments.

Segment liabilities mainly exclude corporate liabilities and bond.

h1 14 PPS International (Holdings) Limited Annual Report 2017
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NOT THE CONSOLIDATED FINANCIAL STATEMENTS
géﬁj ﬁ' ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

3 REVENUE AND SEGMENT REPORTING 3 W&RSBEE(E)
(CONTINUED)

(b) Segment reporting (continued) (b) SEBERE (8)
() Segment results, assets and liabilities () DERE BERERE

017
“E-tF

Continuing operations Discontinued operations

BREERE BALLEERE

Environmental Money Auto  Management

and cleaning  Investments lending beauty  services  Sub-total Unallocated Total
RERER RE HE  REXE EERE At AR &3t
HK$'000  HKS'000  HK$000  HKS000  HKS000  HKS000  HK$000  HK$'000
TR TR ThR ThR TR TR TR ThR

Reportable segment revenue from ~ RENSEFHTHE

external customers APl 262,004
Reportable segment profit THEATER 12752
Unallocated corporate RARLENN/ (%)

income/(expense)
Other income, other gains and losses EfplA - EfER

and impaimerts FlEMRAE (6,359)
Central acminisratie costs RA{TREE (17,221)
Finance costs HENA (801)
Loss before taxation REHEE (11,629)
Other segment information HfeaEs
Amortisaton of ntanglle assets BlEESS
Depreciaton of propert, 0% BERZERE

plant and equipment
Impaiment losses on goodl EENEER
Impaiment losses on deposts and R RAEYGE

other receivadles HEER
Net realsed and Unvealised gains on BROTEHNERD

financial asses at air value through SREEIDER

proft orloss RAERNEEE
Loss/{gai) on disposal of propert, HENE  BRRiE

plant and equipment LEE/ )

Whte-off of property, plantand equipment 1% - BE R

wEERERAE F%017 115
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NOTES Tg THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR M

3 REVENUE AND SEGMENT REPORTING 3

(CONTINUED)

(b) Segment reporting (continued)

(i) Segment results, assets and liabilities (continued)

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

Wrs B 5 EBER 5 (4)

(b) SEBEE (M)

() nEbx#E BEEREE
(#&)

Continuing operations Discontinued operations
RREERE BHHEEETE
Environmentaland Auto Management
Cleaning  Investments beauty senices Sub-ot Unallocated Totd
RERER ¥E REFRR EEEE At AR s
HK$000 HK$ 000 HK$000 HK$ 000 HK$000 HK$000 HK$ 000
Tin T Thn Tin ThAL Tin T
Reportable segment revenue from RENMEFHTRE
external customers Al 206,521 - 8,339 45718 260,438 - 269,438
Reportable segment profit/(loss) THREAER/ (FR) (5,402) (1512 (6014 1492 11,436) - (11,430)
Unallocated corporate income/(expense) ~ AAEEEUA/(B%)
Other income, other gains and losses HiA - EfpliR
and impaiments BEURAE (©9)
Central admiisrative costs PRATREE (38,241)
Finance costs BERE (192)
Loss before taxation RBAEE (51,462)
Other segment information EfpiEs
Amortisation of ntangible assets EVAERH 19 - 24 - 213 - 243
Depreciaion of property, plant and equipment 41 ~ BERXENE 4444 - 447 % 4985 1,353 633
Impaiment losses on goodwil BERERE - - 629 - 629 - 629
Impaimnent losses on inangole assets EVAERERR - - 838 - 838 - 838
Impaiment losses on deposts and ke REMRNGE
ofher recaivables WEEE - - - - - 1,000 1,000
Net realised and vealisedt oss on financia RATE\ERNERAR
assets at far value through proft or loss LBERRAERERTE - 1,444 - - 1,444 - 1,444
(an on dlsposal of property, plant and equipment HENE -+ BERRE U 75 - - - 75 - [
\iirte-Off of property, pant and equipment % - BERES ® - 404 - 4% - 13
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NOT THE CONSOLIDATED FINANCIAL STATEMENTS
ﬁéﬁjﬁ#ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

3 REVENUE AND SEGMENT REPORTING 3 WSRoSEHEE (&)
(CONTINUED)

(b) Segment reporting (continued) (b) SEPIRE ()
(i) Segment results, assets and liabilities (continued) ) DEEE BERBEE
(&
2017 216
T3t IE
Continuing operations Discontinued operations Confinuing operations Discontinued operations
5 e BALEERR i e BRIHAEEH
Environmental Money Auto Management Envionmentd Ao Nenagement
and cleaning  Investments lending beauty  services Total  andckanng  Ivestments beally senices Toldl

BAREE R HE RERR  EERE %t FENER #%  ReEr R &t
HKSO00  HKSO0D  HKSO00  HKS000  HKSOO0  HKSOO0  HGO0  HGOID  HEXD A0 HeS0D
Tén  TEn  TET  TEn  TER  TAR  TEr TR TEL ThL TER

Assets i

Segmen assets AEE 179,563 9915 18563 1607 8510 163985

Undlocated coporaeassels #ARPEEE 31,647 37.097
21,210 20,882

Liablities 8f

Segment labiltes HiEE (4751 (48,192) [42,972) 12 6,262 (16,20) (65,4%)

Unalocated coporate lbltes #AEAEEE (1,599) (1693

(59,785} (62,469

Other segment information £f7 &4

Additors to segment ien
non-curent assels FRaEE 2367 - 1081 i 34

wEERERAE Fke07 117
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NOTES HE THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR M

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

3 REVENUE AND SEGMENT REPORTING 3 W&RSEMEE ()

(CONTINUED)
(b) Segment reporting (continued)
(il Geographical information and major customers

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (i) the Group’s property, plant and
equipment, intangible assets and goodwill (“specified non-
current assets”). The geographical location of the specified
non-current assets is based on the physical location of
the assets, in case of property, plant and equipment, and
the location of the operation to which they are allocated, in
case of intangible assets and goodwill.

(b) SEBEE (M)

(i)

Revenue from external

customers
REIINBEF 2=
2017 2016
—E—+tF —TRF
HK$’000 HK$'000
FHET FAT

Hong Kong B 265,002
The PRC s 17,002

282,004

Revenue from major customers, each of whom accounted
for 10% or more of the total revenue, is set out below:

263,818
5,620

269,438

1@ R REBEES

TRETIEE () NEEREH
B P 2 W R () A E L2 )
¥ BELREE BEEE
REB((EEFRBEE]
FrfEtla 2 B - 38E IR
BEEFAMRILZEETR
FRIEME (A% - BB &
HmME)  AREEMEHES
(REEEEREGEMNE)E
2o
Specified non-current
assets
BEFRBERE
2017 2016
—EB—+tF —ZTRF
HK$’000 HK$'000
FET FAT

11,965
44,980

56,945
KAEXEEFPHKE(EAY

IR 4B 109% kDA ) #5118
T~

2017 2016
— ZERF
HK$’000 HK$'000
TR TAET
43,259

28,991

31,085

Customer A BEFEA
Customer B =FB
Customer C BFC
" The corresponding revenue did not contribute 10% or more of the

total revenue.
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| IMDTE! ”!'HHE(NDNSCHJDAJEI)FHWANCHAL!§EATENMENTS

e M BRRME

AND IMPAIRMENTS

(Expressed in Hong Kong dollars) (LAZ&TEF17R)

4 OTHER INCOME, OTHER GAINS AND LOSSES 4 HfilfA - Httli@ RBRLL R

i {E

2017

S
HK$’000
FHT

Other income Hug A

Continuing operations BEREEK

Bank interest income HRITH S WA

Dividend income & B A

Sundry income B

Other gains Hit iz

Continuing operations BEREEK

Gain on disposal of property, HEWE - BE
plant and equipment BYpaE

Other losses and impairments ~ Htt&EE R EE

Continuing operations HEREER

Net realised and unrealised RAFER ABERL
gains/(losses) on financial TREEZEEIR

assets at fair value through
profit or loss

Impairment losses on deposits
and other receivables

EARER W (B1R) FHE
489
B REAM R FIR

RIEEE (6,366)

(5,877)

(5,653)

wWEERERAE F%017 119

2016
—E—RF
HK$'000
FET
(Re-presented)

(&%)

34
40
675

749

752

(1,444)
(1,000)
(2,444)

(943)
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| NOTES I! IHE CONSOLIDATED FINANCIAL STATEMENTS

%éﬂj i%' #ﬁ% W%I (Expressed in Hong Kong dollars) (JATEII7R)

5 LOSS BEFORE TAXATION 5 BRREIEGER
Loss before taxation is arrived at after charging: MR EIB SRR T I8
(@) Finance costs (a) ®EKEK
2017 2016
—E—+tF A
HK$’000 HK$'000
FHET FHT
(Re-presented)
(&%)
Continuing operations BELEEK
Interest on borrowings fE B 2
Effective interest on bond BEH 2 BEEAE (FisEo4)
(note 24) 792
Finance charges on obligations @& E&AIEIE | 2 ghE &
under finance leases 43
837
(b) Staff costs (including directors’ emoluments (note 8)) (b) EIXAK(BIEEZEHMH(HEES))
2017 2016
—E—+F —E—RF
HK$’000 HK$'000
FHET FHT
(Re-presented)
(&%)
Continuing operations BESEER
Salaries, wages and other e TEREMET
benefits 162,930 169,420
Contributions to defined TE R FCRIGT B e 3k
contribution retirement plan 5,809 6,061
Provision for long service REIRTE & B4
payments 492 95
Equity-settled share-based PAEREE ARD BEMRN R MX
payment expenses 6,625
169,231 172,201
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| NOTE! I! THE CONSOLIDATED FINANCIAL STATEMENTS

%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

5 LOSS BEFORE TAXATION (CONTINUED) 5 PBRRATEIR(E)
(c) Otheritems (c) HMEH :
2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
FET FAET
(Re-presented)
(&51)
Continuing operations BEREEK
Auditor's remuneration i GliE=aT
— current year —ERIFE 600
— prior years under-provision —BAFEREBETR -
Amortisation of intangible assets 4 24 B 54 £ 243
Cost of inventories sold EEFENAR 4,384
Depreciation of property, Y - BEMEREITE
plant and equipment
— assets under finance leases —RVETAEBE NEE 541
— other assets owned by —AREBHEENEMEE
the Group 5,256
Operating lease charges: KEENN
minimum lease payments HIEAENK 3,127
Write off of property, ME - BE &R
plant and equipment 436

wWEERERAE F%017 121
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NOTES I! IHE CONSOLIDATED FINANCIAL STATEMENTS

e M BRRME

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

6 INCOME TAX RELATING TO CONTINUING 6 HHREGHEEEREPMERN

OPERATIONS
(@) Taxation in the consolidated statement of profit or loss (a)
represents
Current tax - Hong Kong BNEARIE — BB REH
Profits Tax
Provision for the year FREE
Over-provision in respect of BEFERETR
prior years

Current tax —- PRC Enterprise ~ EIHi#i18 — B EEH

Income Tax (“EIT”) (T PEH )
Over-provision in respect of BRI FERNBERE
prior years

Deferred tax credit (note 25(a)) EERIEE & (5t (25(a))
Origination and reversal of iy 2 RR A RE R S B
temporary differences

Income tax expenses/(credit) FisRiAx, (%)

The provision for Hong Kong Profits Tax for 2017 is calculated
at 16.5% of the estimated assessable profits of each individual
Hong Kong subsidiaries for the year. No provision for Hong
Kong Profits Tax has been made for 2016 as the Hong Kong
subsidiaries had estimated tax losses for the year.

Pursuant to the rules and regulations of the Cayman Islands and
the Biritish Virgin Islands (the “BWI"), the Group is not subject to
any income tax in the respective tax jurisdictions.

No provision for PRC EIT has been made for 2017 (2016: HK$NI)
as the PRC subsidiaries had estimated tax losses for the year.
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mEBBRRPOBIEE
2017 2016
—E—+tF A
HK$’000 HK$'000
FHExT FET
(Re-presented)
(&51)
(29)
(29)
(425)
(454)

T EEFBNERBEBRE
A& BB E QB AT ERTUER
M16.5%5TH  WEN —F—XF
MBSV REE  RERF
NEBIN B A RS A ERTE

e

REASEHRELEBHEARES
(IRBEARES )RR -
RE B BB & B TH B AHE B A
ERIPEH -

H 0 6 A o B Y B R B8R AS b AT AR
HER R —tFAEEDL
PEIGEMEHRERE (T F

T -



NOTEg |5 THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR MR

6 INCOME TAX RELATING TO CONTINUING
OPERATIONS (CONTINUED)

(a)

(b)

Taxation in the consolidated statement of profit or loss
represents (continued)

Under the PRC tax law, profits of the Group’s subsidiaries in the
PRC (the "PRC subsidiaries”) derived since 1 January 2008 is
subject to withholding income tax at rates of 5% or 10% upon
the distribution of such profits to foreign investors or companies
incorporated in Hong Kong or for other foreign investors,
respectively.

At 30 June 2017 and 2016, no deferred tax liabilities have
been recognised in respect of tax that would be payable on
the unremitted profits of the PRC subsidiaries derived since 1
January 2008 as the directors of the Company is in a position
to control the dividend policies of the PRC subsidiaries and no
distribution of such profits is expected to be declared from the
PRC subsidiaries in the foreseeable future.

Reconciliation between tax expenses/(credit) and
accounting loss at applicable tax rates

(Expressed in Hong Kong dollars) (LAF7TF17R)

FRBEEEREOMERNGE)

(a) HFEaBEBERPHBIAE (H)

REBPEBE  AEETEMBR
A([FERBA TJ)Q_vv/\E
—A—RELRENERDIKA
@A T INEIR B N E B M
AR REMEINEEE R DR
BT 5% 3 10% TEHIPF 1S ©

RZBE—EFER-ZF—XRFARH
=tH YERE-_TTNF—H
— BEE R B M B A B AR E B
MEMTEBRRAECH ARG
EESY RANNGTE SR el =iloEs
REHBEEBER M AT EME R

AN ENA RARREIRD I A B %
) o

(b) ZHEABRAENBEMAS (K

Loss before taxation from BRIFEC S EBTIERNERE
continuing operations

Notional tax credit on loss BRERIESENAERTIBER -
before taxation, calculated at BB FIEFHFEK 16.5%
Hong Kong Profits Tax rate (ZZ—R"%F 1 16.5%) &
of 16.5% (2016: 16.5%)

Tax effect of non-deductible PAHMBHASZ R E
expenses

Tax effect of non-taxable income 7~ a] F155 5 sk B TR 75 P 22

Tax effect of unused tax RERRBARIBBHENRBZE
losses not recognised

Tax effect of temporary RERYREZENH ST E
differences not recognised

Over-provision in respect BAEFERERE
of prior years

Effect of different tax rates B AR TR R

of subsidiaries

Income tax expenses/(credit) PSRRI (EE)

%) EEBENEER

2017 2016
—E—+tF —EREF
HK$’000 HK$'000
FHET FET
(Re-presented)

(E851)
(13,752) (46,940)
(2,269) (7,745)

4,462 7,751
(303) (445)

251 14

(239) -
4 (29)

(44)

1,854 (454)
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e MR RRMTEE

7
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PROFIT/(LOSS) FOR THE YEAR FROM 7

DISCONTINUED OPERATIONS

(a)

(b)

Disposal of Elite Car Services Limited

On 11 January 2017, Go Million Limited (“Go Million”), a wholly-
owned subsidiary of the Company, entered into a sale and
purchase agreement with an independent third party (the “E-Car
Purchaser”), pursuant to which Go Million agreed to sell and the
E-Car Purchaser agreed to acquire the entire issued share capital
of Elite Car Services Limited, at a cash consideration of HK$1.
Elite Car Services Limited and its subsidiaries (together, “Elite
Group”) are principally engaged in the provision of auto beauty
services in Hong Kong.

Disposal of Logon Clean Energy Group Limited

On 3 March 2017, the Company entered into a sale and
purchase agreement with an independent third party (the
“Logon Purchaser”), pursuant to which the Company agreed
to sell and the Logon Purchaser agreed to acquire the entire
issued share capital of Logon Clean Energy Group Limited, at
a cash consideration of HK$32,000,000. Logon Clean Energy
Group Limited and its subsidiaries (together, “Logon Group”)
are principally engaged in the provision of property and car park
management services in Shenzhen, the PRC.

124 PPS International (Holdings) Limited Annual Report 2017

(Expressed in Hong Kong dollars) (JAZTEF1I7R )

REERILEERBZFAR
#l,/(&1R)

(a)

(b)

H € Elite Car Services Limited

RZBE—tF—A+—8 £A2Q7
MEEMBAREBERAR (S
ENHE—Z28I%E=H(E-CarE
FHANEERE B =8
AEHERE-CaBRRERES
RIB 1 BT BEElite Car Services
Limited 89 2 & 2 1 TAX AR © Elite Car
Services Limited K& E i B A 7] (#78
[Elite 28 |) EBEBRBIESIRHEL
REERNRISER -

HEERBERREREBRL
i
RZE—+F=A=H KA FHE
—ZBUE=ZF(#LZE R
VEBEWE Bl AARRAE
HERSLZEHRERESRE
32,000,000 LN IE 4 25 2 5 R
EEBERRRMNEZIEBEITARA -
BB R REREAR AT MEM
BAR)(5TE [#LEE]) TR
BRI S REYERIFHEISERE
BRFSHETE -



| IMDTE! ”!'HHE(NDNSCHJDAJEI)FHWANCHAL!?EATENMENTS

e BRRME

7

(Expressed in Hong Kong dollars) (LAF7TF17R)

PROFIT/(LOSS) FOR THE YEAR FROM 7 X HEBRILEEEBEZEAR
DISCONTINUED OPERATIONS (CONTINUED) F,(B518) (8)
(c) Results of discontinued operations (c) BERLEEXEBZER
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FET FAET
Revenue Was 11,780 12,917
Other revenue HAbas 25 9
Expenses 53 (16,860) (17,448)
(Loss)/profit before taxation BREIAT (E518), & F (5,055) (4,522)
Income tax expense Fisfim Y (5) (197)
Loss from operating activities, — RE#E&L/EB) 2 518 - BREiE
net of tax (5,060) (4,719)
Gain on disposals of HEBRIEEEER 2 Wz
discontinued operations, HERERIA (FE 7))
net of nil tax (note 7(f) 7,178 -
Profit/(loss) for the year from BRI EERFNHF(EE)
discontinued operations 2,118 4,719)
Attributable to: AT REL -
— owners of the Company A YNEIE =N 2,166 (4,581)
— non-controlling interests — IR e (C1)) (138)
2,118 (4,719)

(d) Cash flows from discontinued operations

(d EBRILEEXRBRQAE

2017
e s
HK$’000
FBT

Operating activities

Investing activities

Financing activities

Effect of foreign exchange rate
changes on cash and cash
equivalents

V)

BRERS

BMELS

SNESIE R BB HIRNE I
ReSFEYMNTE

1,187
(83)
(2,554)

(48)

(1,498)

WEERERAE F%017 125

2016
—E—RF
HK$'000
FBT

(3,898)
583
4,278

y W —



A —
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁjﬁiﬁ% W%I (Expressed in Hong Kong dollars) (AR )

7 PROFIT/(LOSS) FOR THE YEAR FROM 7 XHEHRLEBBEEBEZERNAE

DISCONTINUED OPERATIONS (CONTINUED) F,(§548)(#])
(e) The assets and liabilities disposed at (e) RERHHMEHENEERA
completion dates &
Elite Logon
Group Group Total
Elite £ “TEE Mt

HK$'000 HK$'000 HK$'000
FAT TAT TAT

Property, plant and equipment VI - BB MR 384 706 1,090
Goodwil BES - 36,984 36,984
Trade and other receivables B 5 N E WA 1,073 2,904 3,977
Cash and cash equivalents ReFReEEY 467 720 1,187
Trade and other payables B 5 M E A E IR (245) (5,141) (5,386)
Deferred revenue AU 2 (4,989) (1,270) (6,259)
Current tax payable B EApE TR IR - (4,504) (4,504)
Borrowings (EE - (1,668) (1,668)
Net (liabilities)/assets (B BEFE (3,310) 28,731 25,421
Non-controling interests IR 2 285 - 285
Net (iabilities)/assets disposed of B HE (&), EEFE (3,025) 28,731 25,706
(f) Gain on disposal of discontinued operations N HECKILESEEZKS
Elite Logon
Group Group Total
Elite 5£[& HREE et

HK$'000 HK$'000 HK$'000
FAT TAT TAET

Consideration received EHRE = 32,000 32,000
Net liabilities/(assets) EHERE (BE)FHE

disposed of 3,025 (28,731) (25,706)
Cumulative exchange loss REEMBARE

reclassified from equity to 15 2IEINEE B R

profit or loss upon disposal EonENNBEER

of subsidiaries - 884 884
Gain on disposal s 3,025 4,153 7,178

The sale consideration is HK$1. - HEREBR1 AT

The gains on disposals from Elite Group and Logon Group HEEite R BE R LELTEBEE
are included in the profit/(loss) for the year from discontinued WHERERELEEEBF AR
operations (note 7(c)). F,/(E518) 25 (7)) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LAF7TF17R)

PROFIT/(LOSS) FOR THE YEAR FROM 7 X HEBRILEEEBEZEAR
DISCONTINUED OPERATIONS (CONTINUED) F,(§5#8)(#])
(9) Net cash flow on disposal of discontinued (9 HEERILEEEXEBZRER
operations j %3]
Elite Logon
Group Group Total
Elite £E HREE e
HK$'000 HKS$'000 HK$'000
FAT FHAIT FHT
Consideration settled in cash LIReHEE 2 RE - 32,000 32,000
Cash and cash equivalents EHERESNIBCEEY
disposed of (467) (720) (1,187)
Net cash (outflow)/inflow A ORd),/RAFE (467) 31,280 30,813
The sale consideration is HK$1. HEREBAEIBT -
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| NOTE! I! IHE CONSOLIDATED FINANCIAL STATEMENTS

8

DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to section 383(1) of
the Hong Kong Companies Ordinance, Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation and
the GEM Listing Rules are as follows:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

8 EFH&
RIBEB R REPISE 383(1) & ~ A F) (]
BESNmER) RPIE2mMRAIER £
mRA - EEMEEENT

Equity-settled Contributions to
Salaries, allowance share-hased Discretionary ~ defined contribution
Fees and benefits inkind  payment expenses honuses retirement plan Total
§o 24 HEREENR MR
e RENER RERAFZER Highd BEPE 3t

07 B WM W6
ZE-tE CE0F Bt CR0E 28

N M WMT W M1 W M7 W06
-tE Z55F Z3-tF CE0F DE-4F D5 0F CE-tE D5

Noes  HKS000 HKSOOD HKS000 HKSOO0 HK$'000 HKGO00 HKSI000 HKGO00 HKS'000 HKGO00  HKS'000  HKS000

W TRn TEr TEn AL

T TEr TR TEr TEn TEr TEn TER

Present directors S

Executive directors #7EE

. Ya Jngyuan ey 1 18

. M Fong B 2 -

M. Yu Shaoteng T 3 -

Independent non-executive directors  Bi47EE

b, i Yn Yun, Robet Bt 4 10

. Kivong Tsz Ching, Jck Britns 5 b

. YuXifeng ThktE i -

Former directors plkis 3

Executiv directors 4fres

. Cao Zninen Ehns 7 179

b, Chen Wai it Rigkrt 8 1902

M. Ding Pgying TREnt 0 0

s, Weng dun 81t 10 )

s, Wong ChiYan ETEaT 11 1681

M. Tsg Man Yu ARt 12 -

. Znang Yeozheng Rl 13 )

Non-executive directors HiES

W Li Qingchen RNt 14 82

. Xu Xaoping BOTEE 15 a1

Independent non-executive directors ~ BUAHTES

. Cnan Chi Tong, Kenny REEE 16 71

. Cnen Kok Weng REirE 17 %

b, Chow Chun Hi, Lesle R 18 71

M. Huang ke EARE 19 1
1891

— N
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DIRECTORS’ EMOLUMENTS (CONTINUED)

Notes:

Mr. Ye Jingyuan was appointed on 20 June 2016.
Ms. Mui Fong was appointed on 28 October 2016.

Mr. Yu Shaoheng was appointed on 28 October 2016.

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

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

Mr. Yu Xiufeng was appointed on 16 December 2016.

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

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 and resigned on 11 January

2017.

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

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

Mr. Tse Man Yiu was appointed on 4 July 2016 and resigned on 11 January 2017.

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

2016.

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

Mr. Xu Xiaoping was appointed on 22 October 2015 and resigned on 4 July 2016.
Mr. Chan Chi Tong, Kenny was appointed on 26 September 2014 and retired on
30 December 2015.

Mr. Chen Kwok Wang was appointed on 19 November 2014 and retired on 30
December 2015.

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

Mr. Huang Ke was appointed on 1 March 2016 and resigned on 5 December
2016.

:i!’lﬁ(ﬂ)
GEE
1.

2. BE LR -_F—RF+ At/ \REZE-

HEISREENZZE—REXA-ZTHEZT -

8. RRTRER-E—AF+A-T/\BEE
i

4. ERCARER_T-—RFATRBEEE-

5. BrREER-_ZE-—"FUNA-+HARZ
Fo

6. FTRERENR-ZE-—R"F+-A T+ BEZ
Fo

7. BENEER_T-NFENALREZER
Z-RFTATNREHE -

8. REGREENR-ZT-—RFRA T BEZE
RRZB—NFLA+—HBHE-

9. THELZITR T —R"FNA—BEZTR
WZZE—tF— H+ A&HE -

10, FRERLITRZZT-AF+-ATZHEZEE
MRZ=ZZ— /\ﬁijlﬂ THAREE -

1. BSBRZEITRZZE—HAFNAT+BEZRT
MRZZ—RFLATN\BEHE -

12, HWXRBEER-ZZ-—R"ELANBEEIR
R-E—tF—A+—HEHE-

18, RNMFRER-Z-AFTATNAREZRE
RRZB—NFRATNBBHE -

14, FERZTHRZ-ZZ-—AF+—A+=-BEZ
ARRZZ—RFENAZTHEHE -

15, HBNFPRER-_T-—RAF+A-T_BEZ
ARRZZT—"FL AMHBEHIT

16, BRERLER-_T-—NFAAZ+BEE
ERR-E-RFT-RA=1THEE-

17, BREZERER-Z-—NF+—AThBEEZ
ERR—E-RFT-A=1THEE -

18, RARERER-_ZE-RAFNANA-T=HEZ
ERR=Z—RFMA =T HRRHE -

19, EWEER-FT-RF=ZA—BEZERR
“E-RFTZARRRHE -
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NOTES I! IHE CONSOLIDATED FINANCIAL STATEMENTS

%éﬂj i%' ﬁ% W%I (Expressed in Hong Kong dollars) (JATEII7R)

9 INDIVIDUALS WITH HIGHEST EMOLUMENTS 9 EE#HmAL

Of the five individuals with the highest emoluments, one (2016: two) is REBEEHFATH  —H(ZE—RF:
a director whose emolument is disclosed in note 8. The aggregate of MEZ)BES  EHMARMTsRE - &
the emoluments in respect of the other four (2016: three) individuals are BEMUNEZ(ZZE—NE: =ZF)FEAH
as follows: FiMEREn T
2017 2016
—E—tF —EREF
HK$’000 HK$'000
FET FHT
Salaries, wages and other benefits ~ ¥& « TEMHEMEF 2,125
Discretionary bonuses B TEAT 317
Contributions to defined contribution  TERBME FGRIREHE] 2 3%
retirement plan 55
Equity-settled share-based payment  AREas & E RN BEBR R 2
expenses X 1,325
3,822
The emoluments of the other four (2016: three) individuals with the EREMNEZ(ZE—XRE: =855
highest emoluments are within the following band: FATHHEBR I NEE -
2017 2016
—E—tF = REF
Number of Number of
individuals individuals
A" AE
HK$SNIl = HK$1,000,000 T ITE 1,000,000 7T
HK$1,000,001 — HK$1,500,000 1,000,001 A 7TZE 1,500,000 % 7T 2

HK$1,500,001 — HK$2,000,000 1,500,001 7L & 2,000,00078 7T
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— N
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e IR M

10 (LOSS)/EARNINGS PER SHARE

(a) Basic (loss)/earnings per share (a)

(Expressed in Hong Kong dollars) (LAJ&7TF17R)

10 SEREBRA (BF)
SREX (HGR) 2T

BRAXR(BR)BANREAR
AR ARG (BB, S8 & F
WE BT E BRI E

The calculation of basic (loss)/eamings per share is based on
the (loss)/profit attributable to owners of the Company and the
weighted average number of ordinary shares in issue during the

year, calculated as follows: T~
() (Loss)/profit attributable to owners of the Company () KAl HEBAEMLE
1B w5
Continuing Discontinued
operations operations Total
BELERK BRILEEEH ast
2017 2016 2017 2016 2017 2016
“E2—+tF ZTF ZE+tF ZTF ZBE-tf —TF
HK$000  HKS000 HK$000  HK$000  HK$000  HKSO0O

TET TRL FET TR TR TET

(Loss)/profit attributable to -~ ARARIEG AFE(E
owners of the Company ~ (K518),/ &7 (15,552) GGRYY! 2,166 (4,581) IEGEEEGE  (51,058)
(i) Weighted average number of ordinary shares (i) ZBEERIFEFIHE
2017 2016
—E—tHF —EF—R
’000 ‘000
T Fi&
(Restated)
(&%)
Issued ordinary shares at  FH# B2 27T E B
beginning of the year 1,800,000 10,000,000
Effect of rights issue —E—FHERNFE
in 2017 (note 28(a)(V) (P 5E 28(a)(v)) 466,632 271,197
Effect of open offer TE-RFLAARENTE
in 2016 (note 28(a)(i) (P 5 28(a)(ii)) 1,857,923
Effect of share ZERERMEHNEE
consolidation in 2016 (B £ 28(a)(iii))
(note 28(a)ii)) (10,672,131)
Effect of share placing E-RFRENTE
in 2016 (note 28(a)(V)) (P 5 28(a)(v)) 113,115
Effect of share RZE—+tFELHA=-++tH
consolidation on 27 RGPS 2
July 2017 (note 37) (MH5x37) (2,039,969) (1,413,094
Weighted average number & 38 A% iNkE 15 £1
of ordinary shares 226,663 157,010
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M HRMTEE

10 (LOSS)/EARNINGS PER SHARE (CONTINUED)

(a) Basic (loss)/earnings per share (continued)

(i) Weighted average number of ordinary shares
(continued)

The weighted average number of ordinary shares for
2017 has been adjusted retrospectively for the share
consolidation which became effective on 27 July 2017.

The weighted average number of ordinary shares for 2016
has been adjusted retrospectively for the rights issue
which was completed on 16 February 2017 and the share
consolidation which became effective on 27 July 2017.

(b) Diluted (loss)/earnings per share

— N

The diluted (loss)/eamings per share for the years ended 30 June
2017 and 2016 is the same as the basic (loss)/earnings per
share as the assumed exercise of the share options and share
warrants outstanding during the years ended 30 June 2017 and
2016 has anti-dilutive effect.

1 32 PPS International (Holdings) Limited Annual Report 2017

(Expressed in Hong Kong dollars) (JAFTEF1I7R)

10 SEEBHR(BF) @)

(a)

(b)

SREX (HR) 2F (#)
(i)  BBRIEFHE(E)

—E—F LR MNETFY
HFEgR _E—+E+ A
—t+EBEBNKG A GHE
HiB B -

—E - RFEBERNEFY
BERR_—_FT—LF_A
THREEROERER -F
—tFLtAZTERERW
Bin & GHEL B R -

SRMEE(BR) BT

HRBRENBE_ZT—+LFR-F
—RNERA=THIEFETERAR
TTEMBRE LA EERE RS
HENRE BE_TtHA-F
—RNFEANA=ZTHLEFENETR
BE(BR) /BNEAGRELRE
18),/ BFAER
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NOTEg TO THE CONSOLIDATED FINANCIAL STATEMENTS

I RAR M

11 PROPERTY, PLANT AND EQUIPMENT

(Expressed in Hong Kong dollars) (LAJ&7TF17R)

11 D¥ BER®RE

Furniture  Equipment
and and Motor ~ Computer ~ Leasehold
fixtures  machinery vehicles  equipment improvement Total
BRREE  RERKE RE BB HERE it
HK$000 HK$000 HK$000 HK$000 HK$'000 HK$000
TiBr TiBr T T TiBr TiBr
Cost B
At 1 July 2015 RZE-REtA—H 2,367 13,806 24,074 14 2,012 42,273
Addltions AE 267 1,159 984 78 954 3,442
Acquired on acquistion of e NGl
subsidlaries (note 30) (MizE30) 109 912 16 2 - 059
Written off i (57) (231) - - (931) (1219
Disposals & - (859) (2571) - - (3.430)
Exchange realignment B R (21) (39) 7 () - (72)
At30June 2016and 1Juy 2016 RZE—RERAZTAR
—Z2-EtA-H 2,665 14,748 22,496 109 2,035 42,053
Addltions BRE 340 728 704 126 3,048 4,946
Whitten off iz (11 (76) - (30) - (117)
Disposals & 2 (32) - - - (34)
Disposal of subsidiaries HEMBAT (181) (807) (5,604) (63) (712) (7,367)
Exchange realignment [R;ﬂ% @ (28) ) - - (33)
At 30 June 2017 RZB-tEXA=1H 2,807 14,533 17,595 142 4,37 39,448
Accumulated depreciation ZETHE
At duly 2015 RZZ-RF+A—H 254 9,908 16,036 1 61 27,258
Charge for the year FEXH 258 1,002 4104 24 950 6,333
Written off isa (43) (168) - - (572) (783)
Bliminated on dlisposals HERY - (427) (2,273 - - (2,700
Exchange realignment BiE (19 (14) Y 3 - (43)
At30June 2016 and 1Juy 2016 RZE-—RERAZTAER
ZZ-EtA-H 450 10,299 17,860 22 439 30,070
Charge for the year FEIM 430 1,09 1,301 36 717 3,580
Written off Hisa (11) (63) - (30 - (104)
Eliminated on disposals HER Tfﬁ @ 4 - - - 9
Eliminated on disposal of subsidlaies & HTB 2 FIBS 134 (89) (212) (2,914) (11) (361) (3587)
Exchange realignment B 5 R () @ - - - 7
At 30 June 2017 RZB-tEXA=1H 1,773 11,111 16,247 17 795 29,943
Carrying amount BEE
At 30 June 2017 RZE-t&RA=1H 1,034 3,422 1,348 125 3,576 9,505
At 30 June 2016 A\ZE—RERAZTA 1215 4,449 4,636 87 159 11,983
During the year ended 30 June 2017, additions to motor vehicles HE-_Z—+tHFNA=+THLEFE K
financed by new finance leases were approximately HK$704,000 SRS ﬁ?ﬁ BREHESTXNAERENA
(2016: HK$984,000). At 30 June 2017, the carrying amount of the 704,000 L( =& —R¢ : 984,000 7%
Group’s motor vehicles held under finance leases was approximately L) RZE—+FA=+H ' &%
HK$1,187,000 (2016: HK$1,454,000). lﬂ%ﬂﬁﬁ %$QEM$E@7ﬁ
1,187,000 7t (=& — 754 : 1,454,000

/5713)
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NOTES Tg THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

INTANGIBLE ASSETS 12 EEEE
Money
Customer Contract lender
relationship backlog license Total
EFBE XEREHN BERR F
HK$'000 HK$'000 HK$'000 HK$'000
(note (a)) (note (b)) (note (c))
(FF3E () (MF3E () (FF5E ()
Cost AR :
At 1 July 2015 RZZE—RAFtA—AH 1,118 - -~ 1,118
Additions RNE - - 969 969
Acquired on acquisition of FE U EEH B A RlMmESE
subsidiaries (note 30) (FF5E30) - 333 - 333
At 30 June 2016 and 1 July 2016 RZZE—RFEA=1H
FZF—XRFtA—H 1,118 333 969 2,420
Disposal of subsidiaries HEHB AT (1,118) - - (1,118)
At 30 June 2017 R-ZE—tFXA=1+H - 333 969 1,302
Accumulated amortisation 2T EERRE -
and impairment
At 1 July 2015 R-—ZE—HFLH—H 56 - - 56
Charge for the year FEXMH 204 19 - 243
Impairment loss (note (a)) BIEEE (FIFE (a) 838 - - 838
At 30 June 2016 and 1 July 2016 RZZE—RFA=1H
FZF—XRFtA—H 1,118 19 - 1,137
Charge for the year FEXH - 111 - 111
Eliminated on disposal of subsidiaries & & 2 T8 & £ (1,118) - - (1,118)
At 30 June 2017 R-ZE—tFX<A=1+H - 130 - 130
Carrying amount BREE :
At 30 June 2017 RZE—tFEAXA=1H - 203 969 1,172
At 30 June 2016 RZE—RFAAA=1H - 314 969 1,283

The amortisation charge for the year is included in “Administrative
expenses” in the consolidated statement of profit or loss.

Notes:

(@) Customer relationship has been allocated to the cash-generating unit (‘CGU”), Auto
beauty, for impairment testing purposes. Details of impairment test was disclosed

in note 13.

Contract backlog has been allocated to the CGU, Environmental and cleaning -

PRC, for impairment testing purposes. Detalls of impairment test was disclosed in

note 13.

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 indefinite economic useful life.
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13 GOODWILL

L

T R——
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars) (LAF7TF17R)

13 e

Auto Management Environmental

beauty services and cleaning Total
AEER EERE BRERER #st
HK$'000 HK$'000 HK$'000 HK$'000
FAET TAET TAT FET
Cost B
At 1 July 2015 RZE-HFE+HA—H 9,159 - - 9,189
Arising on acquisition of EUEERT B A )
subsidiaries (note 30) a4 (P 30) - 40,747 2,932 43,679
At 30 June 2016 and RZE—RERA=ZTHE
1 July 2016 T \itﬂ H 9,159 40,747 2,932 52,838
Disposal of subsidiaries HEHTE (9,159) (40,747) - (49,9006)
At 30 June 2017 R-ZE—+tFAA=1H - - 2,932 2,932
Accumulated impairment REHRME
At 1 July 2015 RZE—RF+H—H 8,530 - - 8,530
Impairment loss (note (b)) AERE (o) 629 - - 629
At 30 June 2016 and RZZ—"ERA=TAR
1 July 2016 —E-RF+tH—H 9,159 - 9,159
Impairment loss (note (b)) HEEE( ﬁ?( ) 3,763 - 3,763
Eliminated on disposal of subsidiaries & KB BIF 484 (9,159) (3,763) - (12,922)
At 30 June 2017 RZZ—tFXA=tH - - - -
Carrying amount REE
At 30 June 2017 R-E—+tEXA=1H - - 2,932 2,932
At 30 June 2016 RZE—R"E A=TH - 40,747 2,932 43,679
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NOTES HE THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR MR

13 GOODWILL (CONTINUED)
Impairment test for CGUs containing goodwill

Goodwill is allocated to the Group’s CGUs identified according to
country of operation and operating segment as follows:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

13 ()

BERENReES EARERNR

BEDRETIIREERLREED D
EAKEEBRIREELEN

2017 2016
= —ERF
HK$°000 HK$'000
TR TET

Auto beauty — Hong Kong (note (@)  JSEER—FH (M)

Management services — PRC 18 IR — B (PH3E ()
(note (D))

Environmental and cleaning — PRC ~ IRIEMEZ — BB (MizE ()
(note (c))

40,747

2,932

43,679

The Group tests goodwill annually for impairment, or more frequently if
there are indications that goodwill might be impaired.

(8  The recoverable amount at 30 June 2016 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 four-
year period, and the post-tax discount rate of approximately
20% that reflects current market assessment of the time value of
money and the risks specific to the CGU.

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 four-
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 CGU has been referenced to
the valuation report prepared by Norton Appraisals Limited, an
independent professional valuer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRME

13 GOODWILL (CONTINUED)

Impairment test for CGUs containing goodwill
(continued)

(@)

(continued)

The key assumptions used in the value-in-use calculations for the
CGU at 30 June 2016 are as follows:

Budgeted The values assigned to the assumption
market share 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 four years is
reasonably achievable.

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

the CGU.

The auto beauty business operation did not turnout as previously
expected and the CGU has suffered segment loss continuously
from its operation since acquisition, mainly because the Group
received notices on early terminations from the owners of several
auto beauty centres during the year ended 30 June 2015 and
acted upon the requests from the owners. Accordingly, the
management considered that revenue generated from the CGU
would be affected and the CGU would not generate profit from
its operations in the cash flow projections to reflect the current
status. Thus, the goodwill allocated to the CGU was partially
impaired by HK$8,530,000 and further impaired by HK$629,000
during the year ended 30 June 2015 and 2016 respectively. As
such, full impairment loss has been recognised and the carrying
amount of the goodwill became HK$NIl as at 30 June 2016.

(Expressed in Hong Kong dollars) (LAF7TF17R)

13 W8 (&\)
SEmEnBeELEEARKERNK
(#8)

@ (&)

RZE—RFRA=1TH &R
TEABUZEREERMAZE

BERIT

HE BRAIETZEERR

T BEER - REREE

B S HREBHRAR
EREERF W2
5B ERIEERR
7O 45 4F ) B 2 2
RAABHTEIKT -

ﬁ BT S B E B

XA REXBLEE E=M

hi F EERSELEM

MEE KEMRAREXTH
O RO T 5 175 % 3 A
R o

TEHEREREETNSLATTERR R
¥R eEEEN A KEERFES
BoHEE T2HRAEER
HE-_Z—RAFAAZ1+HLF
EREIE T ABEERROETRA
KRIERYRAD - IR ¥ BORERET
FoEl BREERE ReEL
BUEEAZWEBEXFERRSE
BN TSR R EFTIREA R
ZEenEEIFEEERELSR
FleoeE REBEE-Z—AFER=
T-RNEXNAZTHLEE O/
EREEABUZHES RS
5L 18 8,530,000 7T M i — B
629,000 7L c AL RZF—<
FXRNA=1H CHEREZEREE
BEEERABEARSAT °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRHE

13 GOODWILL (CONTINUED)

Impairment test for CGUs containing goodwill
(continued)

— N

(b)

After the review of the business performance of the CGU during
the six months ended 31 December 2016, it is noted that the
business performance of the CGU is at a decreasing trend and
may not reach the Guaranteed Profits (as defined in note 30(a))
due to an unexpected decline in the renewal of the leasing
contracts by the tenants who are attracted by the newly opened
shopping malls located around. Accordingly, the management
considered that the CGU would not generate profits as originally
estimated at the date of acquisition in the cash flow projections.
As such, the management applied an impairment testing in
accordance with HKAS 34, Interim financial reporting, at 31
December 2016 and the goodwill allocated to the CGU is
impaired by approximately HK$3,763,000. No further impairment
loss was recognised prior to the disposal of Logon Group, the
CGU to which it belongs on 3 March 2017.

The recoverable amount of the CGU at 31 December 2016 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 two-year period (30 June 2016: five-year period)
period, and the post-tax discount rate of approximately 10.5%
(30 June 2016: 21%) that reflects current market assessment of
the time value of money and the risks specific to the CGU.

Cash flow projections during the budget period are based on
(i) the expected revenue from existing and potential customers
throughout the budget period; (i) the expected compensations
arose from the Guaranteed Profits; and (iii) the expected
consideration to be received from the Buy Back (as defined
below) (30 June 2016: the expected revenue from existing and
potential customers throughout the budget period only). The
cash flows at 31 December 2016 beyond that two-year period
have not been extrapolated as the management has considered
the Buy Back (30 June 2016: 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 CGU at 31 December 2016
has been referenced to the valuation report prepared by GC
Appraisals Services Company Limited (30 June 2016: Norton
Appraisals Limited), an independent professional valuer.
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

13 &8 (|
BEemEnBAeErEARENR
(%)

) REEZZ—RF+ZA=+—H
IERNEAEMBESELSBUMNER
FIR% REELSBEMNNERRR
E2TRBY  BuftRRESELSE
L& B35 B B 3 5 3 i 45 R S
AHEFE  ERAFLEHHEAY
AR TE R TR - M ARaEEBUR
Fm A (EERMFES0() o At -
EHEERE  ReELABMBETS
U EE B EE RIA AR IR &R TE
BIESGER - Bt RZF—RF
+T-A=1+—8 ERERESES
GRTERISE 34 55 B SR TE
BEAR  ROREBRECEAEM
2 BB R A 43,763,000 7T ° B
e EBAIWEE — SHERR
BB ERsELENREEN -
T—+HF=A=H-

RZZB—RFE+_A=+—1H8 R
SEABMz oJIRE £ 58 T RIER
ANEFREREBEEFE R RET
HbhaEREEEEE Y HEM
F(ZE—XRFERNA=Z+H: AF)
Mz MBTEE MERE RS TR
MA BRI R4 10.5% (—ZE—/NF
SNA=ZTAH 21%) RIS T 5
CRNEHERERSELEURSE
[R5 ©

RIEE BB RSRBATE OB
FEBEPHZERREREBER
Pz s (NRFBERFTBEREE 2
B RiNFEHHEERE(ERZRT
X)W zRE(ZZE—RFESRA
=+H:ENEEBEBEHERSE
MEERFEESZWE) MIEH -
R-ZE—RF+-A=1+—HiBAE
MFEE B MW ARETHESR -
AEREEZEERBEB(ZT—XF
ANAZTH:BBRAFHIESR
BB MET FEREHE -
ZEERTABHMIS 2 REBFY
BRER) o

RZZE—RF+A=+—H 1R
TELBEUNAIREEEI2EE
T EEMEMEEFTEREERA
A(ZT—RF: THERFEA
[RAR]) B HEREET °



L

T —
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R I RAR MR

13 GOODWILL (CONTINUED)

Impairment test for CGUs containing goodwill
(continued)

(b)

(continued)

The key assumptions used in the value-in-use calculations for the
CGU at 31 December 2016 are as follows:

Budgeted market
share

Number of leasing
contracts

Compensations
and Buy Back*

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 two years (30 June 2016: five
years) is reasonably achievable.

The number of the leasing contracts to
be renewed during the budget period is
determined based on the past experience
and renewal pattern of the existing tenants.

According to the terms of the Logon
Acquisition (as defined in note 30(a)), among
other things, () the vendor irrevocably and
unconditionally warrants and guarantees
to the Company that the Logon Group
will reach the Guaranteed Profits; (i) the
vendor is required to pay the Company the
Compensations (as defined in note 30(a))
if there is any shortfall in the Guaranteed
Profits; and (iii) the Company has the right
at its own discretion to sell the entire issued
share capital of Logon Clean Energy Group
Limited back to the vendor at a cash
consideration of HK$30,900,000 after
deducting any Compensations paid by the
vendor if Logon Group does not reach the
Guaranteed Profits (the “Buy Back”). Based
on the latest review of the performance of the
Logon Group conducted at 31 December
2016, it is estimated that the Guaranteed
Profits would not be reached during the first
two financial periods ending 30 June 2017
and 2018 and the Company would receive
the Compensations during the first two
financial years ending 30 June 2017 and
2018 and execute the Buy Back at end of
the year ending 30 June 2018.

This assumption is applied in the value-in-use culculations for the CGU at
31 December 2016 only.

(Expressed in Hong Kong dollars) (LAF7TF17R)

13 W8 (&\)
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13 GOODWILL (CONTINUED)

Impairment test for CGUs containing goodwill
(continued)

— N

(©

The recoverable amount of the 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%
(2016: 17%) that reflects current market assessment of the time
value of money and the risks specific to the 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 3.0% (2016:
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 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
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.

In order to maintain successive business
operations of the CGU, the directors
believe that there is no particular difficulty
in renewal of the service contracts of the
existing customers in the CGU.

Number of service
contracts

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.
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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NOTEg |5 THE CONSOLIDATED FINANCIAL STATEMENTS

%éﬁjﬁﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

14 TRADE RECEIVABLES 14 BHBEIWFHRIEA
2017 2016
—ZE—+tF —E—RF
HK$’000 HK$'000
FET FET
Trade receivables, net of allowance B ZEWFRIE - KRR
of doubtful debts of HK$NIl THETL(ZZE—RF : T
(2016: HK$NI) 44,288
(a) Ageing analysis (a) RS
As of the end of the reporting period, the ageing analysis of trade REBEER REZAN2INE
receivables, based on the invoice date, is as follows: SIEBGRIBERR DT ¢
2017 2016
—E—+tF —T—RF
HK$’000 HK$'000
FHT FHET
0-30 days 0£30H 34,140
31 - 60 days 312 60H 9,088
61 — 90 days 61290 H 292
Over 90 days HimooH 768
44,288
Trade receivables are normally due on presentation of billing. BERMFEBENREZS A Y
Further details on the Group's credit policy are set out in note A BERAKRBEEERR ZE -
29(a). HHBEAMFE29()
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14 TRADE RECEIVABLES (CONTINUED)

(b)

(c)

— N

Impairment of trade receivables

Impairment losses in respect of trade receivables are recorded
using an allowance account unless the Group is satisfied that
recovery of the amount is remote, in which case the impairment
loss is written off against trade debtors directly (see note 2.11(ii)).
No impairment losses were recognised on trade receivables for
the years ended 30 June 2017 and 2016.

Trade receivables that are not impaired

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired are as
follows:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

14 HHEWRIA ()

(b)

(c)

0ZE 30 H#AHA
31 Z60 B
61290 H#LEf
#BiB o0 H i ER

0 - 30 days past due

31— 60 days past due
61 — 90 days past due
Over 90 days past due

Receivables that were past due but not impaired relate to a
number of independent customers that have a good trading
record with the Group. Based on past experience, management
believes that no impairment allowance is necessary in respect
of these balances as there has not been a significant change in
credit risk and the balances are still considered fully recoverable.
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R I RAR MR

15 DEPOSITS, PREPAYMENTS AND OTHER

(Expressed in Hong Kong dollars) (LAF7TF17R)

15 &  AREREMEBEKRIE

RECEIVABLES
2017 2016
—E—tHF —ZE—RF
HK$’000 HK$'000
FET Fi&T
Deposits (note (a)) & (M3 @) 11,862 18,549
Prepayments TERTEIE 1,612 2,374
Other receivables Hith e sRIE 180 3,723
13,654 24,646
Less: impairment loss (note (o)) A REEE (FFE () (7,366) (1,000)

6,288 23,646

The amount of the Group’s deposits, prepayments and other
receivables that are expected to be recovered or recognised
as expenses after more than one year is HK$1,183,000 (2016:
HK$1,184,000). All of the remaining balances are expected to be
recovered or recognised as expenses within one year.

(a) Deposits

The Group has tendered for certain environmental services
contracts and deposited sums of approximately HK$835,000
(2016: HK$768,000) as tender deposits at 30 June 2017. The
tender deposits are interest-free and repayable at the end of the
tender.

The Group has deposited sums of approximately HKSNIl
(2016: HK$15,000,000) as refundable deposits for possible
acquisitions of equity interest in other companies at 30 June
2017. The refundable deposits are interest-free, unsecured and
refundable upon completion or termination of the acquisitions
according to the agreed terms.

FEHER —F R SRER AR 2K
EEZS - A AR E MR RIED
€ % A1,183,0008 L —Z & — N F ¢
1,184,00087T) © 88 T2 EpAARTEEIE R
—FERWEIHKER B °

(a) &&

R-ZE—+FA=1tH x&H
EREAETREREEH - W
& #AFBH 835,000 L (—ZF—7X
£ 1 #9768,0005 7T ) 1E BRI IR
% o WIZRE ATFE - ERERIEZ
EREFEE -

RZE—tFRA=Z+H " &&E
E o EMR R 2 KRR
YRHEEEST(ZFE—RF:
15,000,0007% 7t ) 1E & 7l iR 8 i%
T REANRERSATFE &
AR N2 B] AR R 153 7E 16 SR TE A Bh A%
IEIEEEIREIRIE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRHE

15 DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES (CONTINUED)

— N

(b)

Impairment loss

On 3 July 2015, the Company entered into a memorandum
of understanding (‘MOU") with two independent third parties
regarding a proposed acquisition of the entire interest in a PRC
entity. Pursuant to the MOU the Company has paid refundable
deposit of HK$10,000,000 to the two independent third parties.
The refundable deposit was unsecured, interest-free and
refundable upon completion or termination of the acquisition
according to the agreed terms. The MOU was eventually
lapsed and the directors endeavour to retrieve the refundable
deposit. However, after putting all efforts the Company has
only received a partial refund totalling HK$3,634,000 from the
independent third parties during the year ended 30 June 2017.
Having considered the aging of the balance and the Group's
continuous reminder of the refund, the directors were of the
opinion that there was a material uncertainty over the recovery of
the remaining deposit. Consequently, a full impairment loss of the
remaining deposit of HK$6,366,000 was recognised.

During the year ended 30 June 2016, the Group recognised an
impairment loss on a deposit of HK$1,000,000 for the purchase
of a trademark from a 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 the vendor despite the
Group's continuous reminders of the refund, the directors were
of the opinion that there was a material uncertainty over the
recovery of the deposit. Consequently, a full impairment loss of
HK$1,000,000 was recognised.
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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%éﬁjﬁﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

16 LOANS AND INTEREST RECEIVABLES 16 BEKEREFIR
The Group’s loans receivable and interest receivables arise from the $’§ B K E R RFE TR EBRRME
money lending business of providing loans in Hong Kong. The Group EXMMEERELS - KEE HKE
seeks to maintain strict control over its outstanding loans receivable HAREBERBERERFEREIZS - UF
to minimise credit risk. Overdue balances are reviewed regularly by ERVEERR - M BEREEREET
management. HiZR & o
2017 2016
“E—tF “ERE
Loan Interest Loan Interest
portion portion Total portion portion Total
EXHa  FEHS @ BE¥En AEHs &5t

HK$000  HK$000  HK$000  HK$000  HK$000  HK$O000
TR TER TR TET L TEL

Secured loans by personal guarantees 1B A (R 2 11 &7 I AT 1) 450 75,450 - - -

Loans receivable are interest-bearing at rates ranging from 18.0% to JEWNBFIEFHEAENT18.0%E21.6%
21.6% per annum and repayable on maturity date under the terms in FE - WHASERERBZEERIEAT
contractual agreements or on demand in writing by the Group. All loans MEHRH SN EMEERKEE - RN ZF
and interest receivables at 30 June 2017 are due within 1 year. —tFRNA=1+H " 2HEREREF

BHAR—FREH -

(a) Ageing analysis (a) IRESH
Ageing analysis is prepared based on contractual due date: R HITIRBESREIBHRRE
2017 2016
e “E-AE
Loan Interest Loan Interest
portion portion Total portion portion Total
ExEs  ANEHD B BREn MEHS @5t

HK$000  HK$000  HK$000  HK$O00  HKS000  HK$000
TR TR TR TAT TAT TAT

Neither past due nor impared st pi{E

Less than T month pastdue ~ BEADHR—{E A
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16

17

— N

LOANS AND INTEREST RECEIVABLES
(CONTINUED)

(a) Ageing analysis (continued)

The credit quality of loans receivable that are neither past due
nor impaired has been assessed by reference to historical
information about counterparty default rates. The existing
counterparties do not have defaults in the past.

In respect of interest receivables which have been past due, the
amounts mainly represent occasional delay in repayment and
they were fully settled subsequent to the end of the reporting
period. Accordingly, the management is of the opinion that no
impairment allowance on these balances is necessary.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

(Expressed in Hong Kong dollars) (LAZ&7TF1I7R)

16 BlERRFL (&)

(a) MRECSH (H)

ERRSRENEEERNEEE
R2ERMRHTEOLIZEBE
BRHES - BB ST BELE
R o

HNEROEKRAE  HeBE R
RBELERER - Iﬁémﬁi%
REBUBE - Bt - EEERRE
T SRERELIRERE

17 BAFERARRZEMEE

2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FHET FHT

Listed equity securities at fair value AT EFFE2REE L™
in Hong Kong KRR A B 5

18,454

The fair values of listed equity securities are determined based on the
quoted market closing price available on the Stock Exchange at the
end of the reporting period.
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%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

18 CASH AND CASH EQUIVALENTS AND RESTRICTED 18 B &R B & %R ¥ Ll & 3% PR Hl &R

BANK DEPOSITS TF®
2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FHET TFET
Deposits with banks RITIFR 12,948 7,141
Cash at bank and on hand RITRFERS 52,932 48,747
65,880 55,888
Restricted bank deposits (note) 2R HIRITIF R (MIFE) (12,948) (7,147)
Cash and cash equivalents EBIRRAR 2 RE
in the consolidated KRS EEY
statement of financial position 48,747
Note: The restricted bank deposits represent cash held at banks as security for due MisE « ZRHB|ITEFRIERRITFANES - EA
performance under several environmental service contracts. The restricted bank EZRBEITETRERBEONER - SRR
deposits of approximately HK$10,843,000 (2016: HK$3,274,000) that relate to MEHKRE —FRIPNIBEERE SO 22
environmental service contacts with expiry date over one year after the end of the IR %I 4R 7717 30 49 10,843,0008 7T ( ZFE — 7~
reporting period are presented as non-current liabilities. F : 3,274,000 70) HENAIEREEIE °
19 TRADE PAYABLES 19 B S EFRIA
2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FET TFET
Trade payables S FRIE 14,880 12,285
As of the end of the reporting period, the ageing analysis of trade RIBERR HEHEABF2INBEFE
payables, based on the invoice date, is as follows: RFIBRRE D HTIA T
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FHET T
0 - 30 days 02 30H 11,697
31 —60 days 312 60H 519
61 - 90 days 612 90H -
Over 90 days BB o0 H 69
12,285
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I RAR MR

19

20

21

— N

(Expressed in Hong Kong dollars) (LAZ&7TF1I7R)

TRADE PAYABLES (CONTINUED) 19 HHEMRIAE)
Included in the Group'’s trade payables at 30 June 2017 was an AEBR-_ZE—tFA=Z1TBESE
amount due to Niko Cleaning Services Limited (“Niko”) of approximately RFRIBH #914,0008 7L ( ZF — X 4F ¢
HK$914,000 (2016: HK$794,000). 794,000 7)) BN T HRERRBEER
ral(lhml) e
Niko is owned as to 60% by Mr. Fan Shek Cheong Allan (“Mr. Fan”) hesslEdaEkE((EdE]) KD
and 40% by Ms. Fan Sheung Ting, Maria (“Ms. Fan”). Mr. Fan is the r‘j%é{:h(( B2+ |) B 60% M 40% fE
father-in-law of Mr. Wong Yin Jun, Samuel (‘Mr. Wong”), who is a key CBAEEAAEEFTEERAETE
management personnel of the Group until 17 April 2017. Ms. Fan is the &ﬁ'ﬁiﬁfﬁij ) ZER BT AE
daughter of Mr. Fan and lawful wife of Mr. Wong. Therefore, Niko is a TENLAIRTEENEGEZET - AR
related party of the Group until 17 April 2017. FRERZT—EFEOA+EHBER -
A 2=F—+EFMA —I—tEIF%JJ:
NEARER T —H B
ACCRUALS, DEPOSITS RECEIVED AND OTHER 20 E:EHAH - clheRHEMER
PAYABLES RIE
2017 2016
—E_E TR
HK$’000 HK$'000
FHET FiBT
Provision for long service payment KRBT HEE 4,045
Provision for untaken leave RIZEUE Fr R Bt 2,273
Provision for claims RERE 3,716
Accrued salaries g e 11,992
Other accruals Hib & A 13,298
Deposits received BlES 453
Other payables HAb R FIR 6,370
42 147
BORROWINGS 21 &
At 30 June 20186, the loan of HK$4,278,000 was wholly repayable RZZT— X ¢ NA=Z+HBEX

within 1 year without repayment on demand clause. It was unsecured
and interest-bearing at 7.8% per annum.
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%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

22 OBLIGATIONS UNDER FINANCE LEASES 22 FEEBAIE
At 30 June 2017, the Group had obligations under finance leases RN_ZTE—+FNA=FTH AEBREE
repayable as follows: EREEEREEYIT
2017 2016
—E—tF ZE-RF
Present Present
value of the Total value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
BEEE =W il ®EHEE ®EHRE
RIERE BB FIBRE HIBLEEE
HK$’000 HK$’000 HK$'000 HK$'000
BT FET FHL FHT
Within 1 year —FR 330 357
After 1 year but within 2 years B-FREF-FR 292 307
After 2 years but within 5 years BFRESFAFR 207 212
829 876
Less: total future interest expenses W BRI ERT B (@7)
Present value of lease obligations HERERE 829
23 DEFERRED REVENUE 23 ERIES
2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FHET FHT
Car beauty package ABEERER 5,236
Car beauty membership BRI 730
Management services B8R 2,086
8,062
Deferred revenue represents cash received or receivables from the BN IR E ER AR AT E IR
sale of packages and membership of car beauty services and provision BEZLRSHEULREEERRBHE K
of management senvices in advance of services being rendered. Al L EWIR & - FTB ESARRNERE TSR
of the balances are classified as current liabilities in the consolidated RADBAIERBARE -

statement of financial position.
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24 BOND

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 movement of the unlisted corporate bond is set out as below:

24

R-Z—NFE+—A=-+H  KAAE

1TR4 4% 4 10,000,0008 7CHIFE ETH
NAES  ZESFAEER  EEEF

EZF 7% B A ETH R EFERA
ZNR) AR E AR £ %8 10,000,000 77T
SEHEER -

FLEMRRESESHIIAT

2017 2016
—E—tF ZE—RF
HK$’000 HK$'000
FTHET FAT
At beginning of the year REY] 9,250
Effective interest expense EEF SR 792
Interest paid ERFE (700)
At end of the year RER 9,342

The effective interest rate of the unlisted corporate bond is 8.52%
(2016: 8.52%) per annum.

h1 50 PPS International (Holdings) Limited Annual Report 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR HRMTE

25 DEFERRED TAX BALANCES

(Expressed in Hong Kong dollars) (LAF7TF17R)

(a) Deferred tax liabilities recognised

The component of deferred tax liabilities recognised in the
consolidated statement of financial position and the movements

during the year are as follows:

25 RERIAHER

(a)

EHRZEERARR

FRARERE M AR K P EROE
FERR B EARE D RESHIT

Depreciation
allowance in Fair value
excess of adjustment
the related on intangible
depreciation assets Total
BEEETE BmILEE
NITERE DPERE st
HK$'000 HK$'000 HK$'000
FHIT FHIT FHT
At 1 July 2015 RZZ—hEtH—H 1,185 176 1,361
Additions through business BRFBEHRE (FIFE30)
combination (note 30) - 83 83
Credited to profit or loss from STARBECEE
continuing operations (note 6(a)) 1B (F3E6() (420) (5) (425)
Credited to profit or loss from FTARR IR EER
discontinued operations Ba - (175) (179)
At 30 June 2016 and 1 July 2016 RZE—RFXA=TH
RZ_Z—RELA—H 765 79 844
Credited to profit or loss from SABEREER
continuing operations (note 6(a)) B (M3E6() (239) 28) (267)
At 30 June 2017 RZZE—+FXA=1H 526 51 577
(b) Deferred tax assets/liabilities not recognised (b) kXEREERMEFE AR

At 30 June 2017, the Group has not recognised deferred tax
assets in respect of cumulative tax losses of approximately
HK$1,386,000 (2016: HK$9,216,000) as it is not probable that
future taxable profits, against which the assets can be utilised, will
be available in any relevant tax jurisdiction or entity. Of the total
tax losses, approximately HK$1,386,000 (2016: HK$376,000)
will expire within 5 years and the remaining tax losses of
approximately HK$ Nil (2016: HK$8,840,000) have no expiry
date under the current tax legislation.

RZZE—+FA=+H @R
EEMBEBARE R A REEREE
NRATEEA R K ER TR FI T B)
BEE HMAEBWERZTH
T8 5 18 491,386,000 T( — &
— N4 19,216,000 7T ) ERIE
EREEE - MEABEBEARET
#71,386,000 BL(ZFE — RN F -
376,000 ) SR AEFAER - M
BIBBEEBEBNEET(ZE—X
F 1 8,840,000 L) IRIBIRITHIE
WHEEmE °
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26

— N

DEFINED CONTRIBUTION RETIREMENT PLANS

The Group operates the Mandatory Provident Fund Scheme (“MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance (the “Ordinance”). The MPF Scheme is
a defined contribution retirement plan administered by independent
trustees. Under the MPF Scheme, certain subsidiaries of the Group
and the eligible employees are each required to make monthly
mandatory contributions to the plan at 5% of the employees’ relevant
income subject to a cap of monthly relevant income of HK$30,000.
Contributions to the scheme vest immediately.

The Group’s subsidiaries in the PRC also participate in defined
contribution retirement schemes covering its full-time PRC employees.
The schemes are administered by the relevant government authorities
in the PRC. The Group and the PRC employees are required to make
contributions based on certain percentages of the applicable payroll
costs as stipulated under the requirements in the PRC and the relevant
government authorities undertake to assume the retirement benefit
obligations of all existing and future retired employees of the Group’s
subsidiaries in the PRC.

The total expense recognised in the consolidated statement of profit
or loss of approximately HK$6,013,000 (2016: HK$6,237,000) for the
year ended 30 June 2017 represents contributions payable to these
plans by the Group at rates specified in the rules of the plans.

At 30 June 2017 and 2016, certain employees of the Group had
completed the required number of years of service under the
Ordinance and are eligible for long service payments on termination
of their employment. The Group is only liable to make such payments
when the termination meets the required circumstances specified in
the Ordinance and the employees’ entitlement is not covered by the
aforesaid MPF scheme. At 30 June 2017, the Group’s contributions to
the MPF scheme and the accrued interest thereon do not exceed the
potential liabilities should the required circumstances specified in the
Ordinance be met. Consequently, provision for long service payment
of HK$4,119,000 (2016: HK$4,045,000) is resulted and included in
accruals as disclosed in note 20.
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

26 TEHHFEFETE

AEEREEBRFMEDTES T ENEG
BIREEBERBIENH ([ZIEF ) REE
BRERZEER AT MEAESTE
([aTBEETE)) - RESTE AMBL
RAAERZ EREEFRKTE - B
MBS AEEETHBERARRA
EREESBAKRRHEAESHENE
BIET AT 2 EEBBERAZ 5%
BIERER - HEERER AT AERBRK
A 30,0008 7T o MEHEIE L 2 FRBNE

8 o

AEERTBEZHBATANAETEE
BiiE B2 BFERHTORKE S - ZEE
ERTEARBTHEEE - ARE R
B B AR BRI FTAT E < 8 P ¥
BRAZETBED LAELHR - MAH
TR 1 B v i 7 HE N 5 (B R B Y /B A )
ZE2BRAMBARENEER ZERKEF
Bff-

REBEE-_Z—tFA=Z+HLEEFE
REREBEEME2EKERERHE
B2 5 BI476,013,0008 (=T — /N4 ¢
6,237,000/ 7T ) - HAREBIZTEIRA
FIRARILL REN T2 ST 8l MMHRak -

RZE—tFER_FT—XNF~NA=+
H AEEETEEDZKRZEFET
ZHRERBFE  WEERREERIE
TEEESRERES AEBEAER
RIEFAZIEPIEE 2 BR T HBEL
N MEBAISBZEBIW AT Filisg
BeitgmsE - R E—+F A=+
B ANEEMBESFEIED Z #5&
HI2HF BT EBRREFTAZIENE
EZBRZBEEBE - BEE EERB
ARFEAS R BE 4,119,000 T (ZF — X
£ 1 4,045,000 7T ) M 5T A M FF 20 BT #
BAERTER -
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27 EQUITY SETTLED SHARE-BASED

(Expressed in Hong Kong dollars) (LAF7TF17R)

27 LESHERLIKRMESERMTR

TRANSACTIONS

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 of directors and shall be at least the highest of (i) 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
concerned for such period as determined by the board of directors,
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 of directors to the grantee which the board of directors 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).

Z5

RABB R —IBBRETE( B
tEstEl)) EHERS - BERERS
ERALRASHAKREFELERNA
BERALRERBAREUAREEZRS
ATHERE - FREALEEON E -
BREIAN _Z—=FREA_t+/\H
ERe YHRABBESTFRE
Mo ERBIEREBERAIBEER
% EREAERT S F AR HMER
s - BERERENGREME M
TTEAS RS R AR

BRETENEERALBRES &
AR R GHAREFELRERAE
MEMAL([AEBALD -

BERENRBENRHEFSEENE
% WVWARUTEETHRSE | ()R
DREZAPEBIMEARERMR
BRI TE ¢ (i) B B EE B HR
hEE XA EBIAEHBRERMRY
BRFHUTIE ¢ 3 (i) RIHEE -

BRAARERALEMEZNTRHES
TRE IS EBERARRTES
B MEERMALTARZBHHZA
BEER - DRIRERER  EZET
SREBEREAZRAABHEF 2R
BT S RIB AR ST 8RR b
ZIR AT

BREIRBESSA2ENBERTA
RO A B HABR P B 5 AR 4 B A A R
EV IR IETTE - Tz IR TS B B 1
2% B HIRET 1+ (B BB AT &M
RPHEILFSTRR) -
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EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

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 of
directors.

The maximum number of shares of the Company 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 5 December 2016 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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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

27 LESHERLUKRMESERMTR

x5 (#\)

AEFRAZMEZERARNRNR AN RE
A FHRLEHEHESTSETE

AABERZE—R"F+ZARABZK
REFAE LRBALTRAZRENRIE
BRETES TR ZE B EET
FRAIRETZARRRNZSEE
BTSRRI MEREM Y R
B E TSBA MR RAFK
TRHHEHETRMDZ 10% °

RIRREBERT 7] TROMBRE - &
IR 4 B T &) e A R Bl KA
Pergst Bl E I BITEIN B FITER
BREMSENBRNEE & TR
BB BT IR B 30% (SR IR A
ERLEMRAAEAFNEMRSES
FE) o

EREBATREN+—EAHREAE
TREERBERE(REBRETETE
1T R W RTTE R B A ) 2 31T B i§
BTN AZR TEEBARREH®R
TR 1% - HE—FRAGEBRALE
TRERESBHZRE - MAERRK
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27 EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(a)

The terms and conditions of the grants that existed and the
movements during the years ended 30 June 2017 and 2016 are

(a)

(Expressed in Hong Kong dollars) (LAF7TF17R)

27 LESHERLIKRMESERMTR
x5 (#\)
RBE-Z—tEFR-_Z—RFRX
A=ZTHIEFEFENEH MR

as follows: Rt R Ehan T -
2017
ZE-tF
Outstanding
Period during Contractual  Exercise at the  Cancelled Lapsed Outstanding Exercisable
Category of Date of grant which options life of share price  beginning during during  attheend attheend
participants of share options are exercisable options HKS oftheyear  theyear  theyear oftheyear of the year
] L ) ]
S5 RulRERE RS GLES B MAGE A ERRN ERMARR ERTAR
Former directors
fifEE
M, Chan Wal Kit 111202015 14112/2015-1012/2025 10years 0.23 10,000,000 - (10,000,000 - -
RiEkLE “R-RETIAT-B v—ﬂ¢+ ATEAZE T4
ECRETIRTR
Ms. Wong Cni Yan 1112/2015 14112/2015-1012/2025 10years 0.23 10,000,000 - (10,000,000 - -
EEENT ZE-RETZAT-B ZE-RETCATMAE S
ZEIRETZATA
M. Zhang Xiaozheng 1122015 4/ 12/2016-10/12/2025 10years 0.23 10,000,000 - (10,000,000 - -
RELE “E-RFTIRT-8 ﬂ¢+ AtEAZE T
ST
Ms. Weng Jun 111202015 14112/2015-1012/2025 10years 0.23 10,000,000 - (10,000,000 - -
TELT TE-RETZAT-B ZE-RETCATRAE T4
ECRETIRTR
Ms. L Gingchen 1112/2015 14112/2015-1012/2025 10years 0.23 10,000,000 - (10,000,000 - -
FRRIT ZE-RETZAT-B ZE-RETZATMAE 5
ZEIRETZATA
M. Xu Xiaoping 1122015 14/12/2015-1012/2025 10years 0.23 10,000,000 - (10,000,000 - -
RN SECRFTCAT-E E ﬁ¢+ ATmEZE T
“E-RETAA
Employees
s
In aggregate 1122015 16/12/2016-1012/2025 10years 023 37500000 (37,500,000 - - -
4 EFIRR ETRAEE OF
ECRETIRTR
Total 97,500,000 (37,500,000  (60,000,000) - -
Fh)
Weighted average
exercise price 023 023 0.23 NA A
MEHATRE AER AER
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27 EQUITY SETTLED SHARE-BASED

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

27 LESHERLUKRMESERMTR

TRANSACTIONS (CONTINUED) ZH (&)
(@) The terms and conditions of the grants that existed and the (@ REBEEZE_ZFT—tFR_ZT—K~F
movements during the years ended 30 June 2017 and 2016 are ~NAZ=1H Jtifﬁ%ﬁ’ﬂxﬁ B {5
as follows: (continued) NGRS T - (B)
2016
Ak
Brecse  Quistanding Adustment
Confractua rice dthe Granted  Canceled lapsed  dieloshae  Ouistanding  Beercisable
Category of Date of grant Perod during which Ife of share HG  begnng  duinghe (uing duing ~consoligtion  attheend  atheend
participants of share opiions oplions are exercisable options ol ofheyer Jear e year e year ot oftheyer  olheyer
- ABAH
o - ] e AE om0 )  hmmr .
SEEE RirkEns JiRkE s AL WAAR  EMRE  EREE EREN (W) EREAROR  ERUOR
Former directors
AIftES
. Chan Wal Kt Th2015 141202015-1012/2025 10years 023 - 100,000,000 - - (90000000) 10,000,000 10,000,000
ks E-RETIAT-A CE-RETCATREE TE
ZEIRETCRTE
s. Wong ChiYan 2015 1412/2018-10112/2025 10yeas 023 - 100,000,000 - - (90,000,000 10000000 10,000,000
it ZE-RETIAT-A CE-RETCATREE TE
ECRETATE
M. Znang Xaozheng NM2205 MZ"ZOWEVWUN2/’2025 10years 023 - 100,000,000 - - (90,000,000 10000000 10,000,000
Rl E-REfAT-A ZE-RETCATRAE TE
i STt
s, Weng un 22015 N202016-1012/2025 10yeas 023 - 100,000,000 - - (90,000,000 10000000 10,000,000
TERt ECRETIAT-R ZE-RETCATORE TE
:?:ﬁ¢+:ﬂ+a
s. L Qingchen 2015 1412/2015-10112/2025 10yeas 023 - 100,000,000 - - (90,000,000 10000000 10,000,000
BRRNT ZE-RETIAT-A CE-RETCATREE TE
ECRETATE
. Xu Xaoping NM2205 MZ"ZOWEVWUN2/’2025 10years 023 - 100,000,000 - - (90,000,000 10000000 10,000,000
GIRp: “E-RETIAT-R CE-RETCATERE TE
i STt
Employees
8
Inaggregate NA22015 16/12/2019-1012/202 10yeas 023 - 400,000,000 - (250000000 (3375000000 37,500000 37,500,000
il SEERR CREETAEE 1
ZE-RETZATH
Totd - 1,000000000 - (250000000 (877500000 97,500,000 97,500,000
&t
Weighted average
EXBICiSe price NA 023 A 023 028 023 023
METRE Ta% ¥k
Note: The exercise price and the number of share options were adjusted ek s TEERBREZEN T —RF=
subsequent to the completion of share consolidation on 15 March 2016. A+HBEKRMDAFHEAZE -
The options outstanding at 30 June 2016 had a weighted RZE—RFANA=ZTHEKRTE

— N

average remaining contractual life of 9.45 years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬂjﬁ*ﬁ% WEI (Expressed in Hong Kong dollars) (A TEI7R)

27 EQUITY SETTLED SHARE-BASED 27 DEGRALBGEERMTR
TRANSACTIONS (CONTINUED) Z5H(18)
(b) Fair value of share options and assumptions (b) HERRELATFERMR
The fair value of services received in return for share options FE R BE 2 B WEURTE A F
granted is measured by reference to the fair value of share BE2ZEmMREERE 2 X TER
options granted. The estimate of the fair value of the share EoRZE—RAFF+—A+—HFA
options granted on 11 December 2015 is measured based on REERE AFEGTRZER
Trinomial Option Pricing model. The contractual life of the share BT EBEAIER [ - BIRES
option is used as an input into this model. Expectations of early HDFERAZER 28 AR - 3ZIR
exercise are incorporated into the model. NEBELHIRFEITH a8 -
The significant assumptions made in deriving the fair value of the SFER - E-AF+ A+ —HE
share options granted on 11 December 2015 are as follows: HERRE AT EBFEEEAR
B UNE

Fair value at measurement date HK$0.066 RErEEHZAYE 006687
Share price (adjusted) HK$0.23 BB (s & 7)) 0.23% 7T
Exercise price (adjusted) HK$0.23 TP(E (5 EF)) 0.23%7T
Expected volatility (expressed as weighted TEARR IR (LA =18 HR ke

average volatility used in the modelling FEEENIE T EXFTH

under Trinomial Option Pricing model) 73.59% IEFRIRRT) 73.59%
Option life (expressed as weighted BB AR BARR (DA =TE = ARfE

average life used in the modelling FEERENIE TR

under Trinomial Option Pricing model) 10.0 years INEFHERET) 10,04
Expected dividends Nil TEHARR B, =
Risk-free interest rate 0.27% 2 A =R 0.27%
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I RAR MR

28 CAPITAL AND RESERVES
(a) Share capital

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

28 WAERGEM
(@) B&#F

(i) Authorised and issued share capital

() ZEREETRA

Number of shares Amount
R4 EHE X
'000 HK$'000
T FAET
Authorised: EE
Ordinary shares LB
At 1 July 2015 of HK$0.0001 each  RZZT—HF+H—H
SHRTE{E 0.0001 87T 1,000,000,000 100,000
Share consolidation (note (i) 11 & BF (B =L (i) (900,000,000) -
At 30 June 2016, 1 July 2016 RZZE—REXA=TH"
and 30 June 2017 of —E-RFtLA-BR
HK$0.001 each —E—+HFXA=TH
HRRE{EO0.001 T 100,000,000 100,000
Issued and fully paid: ERTRHE :
Ordinary shares =gl
At 1 July 2015 of HK$0.0001 each RZZE—RF+HA—H
H&ﬁfﬁo 0001 7T 10,000,000 1,000
Issue of shares pursuant to RIBEAFRBERITRGD
open offer (note (i) (PR (i ) 5,000,000 500
Share consolidation (note (i) 115 & BF (B sk (i) (13,500,000) -
Issue of shares pursuant to RIBAR D BLE 1T
share placing (note (v)) B Ao (B &E (v)) 300,000 300
At 30 June 2016 and 1 July 2016 RZZE—ARFAAA=+HK
of HK$0.001 each —E-RFtHA—H
HRRE{EO0.001 T 1,800,000 1,800
Issue of shares pursuant to rights RIE AR B TRR D (B 5E (v)
issue (note (v)) 900,000 900
At 30 June 2017 of HK$0.001 each RZT—+FXA=+H
BREME0.001 47T 2,700,000 2,700
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28 CAPITAL AND RESERVES (CONTINUED)

(a) Share capital (continued)

(i)

(i)

(iv)

(v)

Issue of shares pursuant to open offer in 2016

On 9 December 2015, the Company issued
5,000,000,000 ordinary shares of HK$0.0001 each at
a subscription price of HK$0.013 per ordinary share on
the basis of one new share for every two existing shares
held (the "Open Offer”), resulting in net proceeds of
approximately HK$62,267,000.

Share consolidation in 2016

By an ordinary resolution passed at the extraordinary
general meeting held on 14 March 2016, every 10 issued
and unissued ordinary shares of HK$0.0001 each were
consolidated into 1 new ordinary share of HK$0.001
each (the “2016 Share Consolidation”). Following the
2016 Share Consolidation which has become effective
on 15 March 2016, the authorised share capital of
the Company was HK$100,000,000 divided into
100,000,000,000 ordinary shares of HK$0.001 each, of
which 1,500,000,000 ordinary shares were in issue and
fully paid.

Issue of shares pursuant to share placing in 2016

On 8 June 2016, the Company issued 300,000,000
ordinary shares of HK$0.001 each pursuant to a placing
under general mandate at a price of HK$0.085 per
ordinary share, resulting in net proceeds of approximately
HK$24,687,000.

Issue of shares pursuant to rights issue in 2017

On 16 February 2017, the Company issued 900,000,000
ordinary shares of HK$0.001 each at a subscription
price of HK$0.064 per ordinary share on the basis of
one new share for every two existing shares held (the
“‘Rights Issue”), resulting in net proceeds of approximately
HK$46,886,000.

(Expressed in Hong Kong dollars) (LAF7TF17R)

28 WARGEE (1)
(a) Bx® ()

(i)

(i)

()

v)

RiE —FE—NFLHAZEE
ZEITR 7

RZE—HEF+=ZANB "
AARIEEHAEMRKRIBEER
DA RIE RN A E A
REESREER0.013E
JC # 175,000,000,000 % &
fi% T {& 0.0001 7 7T K & 38 A%
(TRAEE])  EEFRER
THFRE#) 67,267,000/ T °

ZENFRGEH

BER-_ZE—XR"F=A+K
HROZEREFHIKRE L@
BrERRARE B10RE
A% T {E 0.0001 7 7T 2 B 31T
MRBETEBRE A A
% & B% T 1E0.001 7 7T 2 #1
EBER(ZZE—XRFRHE
HD - RZZE—REBRHAE
HR—_E—AR"&E=A+HH
EWIE - KRB ZETBRA
/100,000,000 7T( o &
100,000,000,000 % & i% E &
0001 Bz Eimig)  He
1,500,000,000 f% E &A% & E
BITRBUE °

RIE—FE—NFRIDIE
ZEITR 7
RZE—XRFANANB-
ARARE-—MEEIRE
1% & 8% 8 I8 0.085 %8 T 8
77 300,000,000 % & i& ™ &
0.001 B TR EBEAR + EEFR
18 FRIB H B8 %) 24,687,000 %8
e

WIE—F—FRRET
)

R-_ZE—+tF-_A+/x8"
AARIEEBHAEMRKRIBEER
PRI — AR (D R E
AR E ST @R 0.054
JTE£17 900,000,000 A% & A
BE0.001 8 T oy & @ ix ([ 14
f% 1) EEMBRIEFREL
46,886,000 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

28 CAPITAL AND RESERVES (CONTINUED)

(b) Nature and purpose of reserves

— N

U

(i)

(i)

(iv)

Share premium

Under the Companies Law, Chapter 22 of the Cayman
Islands, the funds in the share premium account of the
Company are distributable to the shareholders of the
Company provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they
fall in the ordinary course of business.

Other reserve

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 in preparation of the listing of the
Company's shares on the GEM of the Stock Exchange on
17 June 2013.

Contribution surplus

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

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with accounting policy set out in note 2.24.,
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

28 WK N (1)
(b) REMZHEERRBE

()

(i)

(i)

()

7 18

RIEFEREEVIE2ER
DA - AR BB 5 B R
ME A IR T AR A K
R IEEEESEDRREZ
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BRI BET OB HELS -

B it

ZEBRARFEEHITRN
MEEARESEREARQF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBHRRMT

28 CAPITAL AND RESERVES (CONTINUED)

(b) Nature and purpose of reserves (continued)

(Expressed in Hong Kong dollars) (LAF7TF17R)

28 WARGEE (1)
(b) fEfZEE R A& ()

(c)

() Warrant reserve

The amount represents the net proceeds received from
the issue of 2,000,000,000 unlisted warrants at the
subscription price of HK$0.02 per warrant (the “Share
Warrant”) by the Company on 20 December 2014. 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 Wil be released to the accumulated losses. No
Share Warrants were exercised up to the expiry date, i.e.
28 January 2016. Accordingly, the balance was released
to the accumulated losses on that date.

(i) Share option reserve

The share option reserve represents the fair value of the
actual or estimated number of unexercised share options
granted to the eligible participants of the Share Option
Scheme recognised in accordance with the accounting
policy adopted for share-based payments in note 2.20(iil).

Capital 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 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 maintain a balance between 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 as to the capital structure in
light of changes in economic conditions.

(c)

(v) R BEE A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR RRMTEE

28 CAPITAL AND RESERVES (CONTINUED)

— N

(c)

(d)

Capital management (continued)

The capital structure of the Group mainly consists of net debt,
which include borrowings, bond and obligations under finance
leases, and equity attributable to owners of the Company. 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. The ratio is expressed by as a percentage
of total debts over the total equity. The Group’s overall strategy
remains unchanged during the years ended 30 June 2017 and
2016.

The gearing ratios at 30 June 2017 and 2016 were as follows:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

28 BER R (&)

(c)

Total debts [Er RG]
Total equity T ARER

Gearing ratio EEBELE

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

Distributability of reserves

At 30 June 2017, the aggregate amounts of reserves available
for distribution to owners of the Company was HK$120,061,000
(2016: HK$86,700,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR M

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

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

(a) Credit risk

The Group’s credit risk is primarily attributable to trade and other
receivables, loans and interest receivables, financial assets at fair
value through profit or loss and cash and cash equivalents. The
maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated statement of
financial position. Management has a credit policy in place and
the exposures to these credit risks are monitored on an ongoing
pasis.

In respect of trade receivables, individual credit evaluations
are performed on all customers requiring credit over a certain
amount. These evaluations focus on the customer’s past history
of making payments when due and current ability to pay, and
take into account information specific to the customer as well as
pertaining to the economic environment in which the customer
operates. Trade receivables are usually due on presentation
of billing. Normally, the Group does not obtain collateral from
customers.

The Group’s exposure to credit risk arising from trade receivables
is influenced mainly by the individual characteristics of each
customer. The default risk of the industry and country in which
customers operate also has an influence on credit risk but to a
lesser extent. At the end of the reporting period, the Group had
a certain concentration of credit risk as 19% (2016: 22%) and
53% (2016: 60%) of the total trade receivables was due from
the largest customer and the five largest customers respectively.
Management does not expect any significant losses from trade
debtors that have not been provided for other than impairment
loss on bad and doubtful debt as set out in note 14. Further
quantitative disclosure in respect of the Group’s exposure 1o
credit risk arising from trade receivables are set out in note 14.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRMEE

29 FINANCIAL RISK MANAGEMENT AND FAIR 29 @M T AZEMEBREERAF
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

— N

(a)

Credit risk (continued)

For loans and interest receivables, the Group manages and
analyses the credit risk for each of the new and existing
borrowers before standard payment terms and conditions are
offered. If there is no independent rating, the Group assesses
the credit quality of the borrower based on the borrower's
financial position, past experience and other factors. For loans
principal exceeding a predetermined amount, the Group holds
collateral against these loans and interest receivables in the form
of guarantee executed by the guarantor. Individual risk limits are
set based on the value of collaterals provided by borrowers, if
required, and internal or external ratings in accordance with limits
set by the directors. The credit quality classification of loans and
interest receivables at 30 June 2017 using the Group’s credit
rating system is set out in the table below:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

EGR)

(a)

(SR mME ()

PEREREFEMS @ NEER
PR SRR AR AT E 2
DT EEHRREERAZEER
% o MARBBIULAR  AEESR
BERAZBBIR - BELR M
HARFEERAZEEER -
PEBBEESECERAEMS
AEBAERARILER AR
BERWE RN E 2 B R M -
18 51 2 B PR B8 AR % 45 SR P 3R 45
EHm(MAFTE) 2EBENRER
REZMRREZABEPKIMBFTAR
MEE - TRFIN_FT—LFX
A=t HRERXEBEEEFHRHE
ETRKEFRMNEZEEEED

A

HK$'000

FiBT

Performing BT 75,450
Doubtful RER -
Loss 518 -
75,450

The Group considers the loans and interest receivables as
doubtful if the repayment of principal and/or of interest has been
overdue and principal, accrued interest and/or future interest
may not be fully secured by the collaterals. The Group considers
the loans and interest receivables as loss if the repayment of
principal and/or of interest has been overdue for more than 12
months and the collection of principal and/or of interest in full is
improbable.

The Group estimates and recognises impairment losses for the
loans and interest receivables considered as “doubtful” and
“loss”, taking into account of the fair values of collaterals which
are inadequate to cover the loans and interest receivables. The
amount of doubtful and loss of loans and interest receivables
were HKSNIl at 30 June 2017,

1 64 PPS International (Holdings) Limited Annual Report 2017
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29 FINANCIAL RISK MANAGEMENT AND FAIR

(Expressed in Hong Kong dollars) (LAF7TF17R)

20 SMTAZEMERETERLF

VALUES OF FINANCIAL INSTRUMENTS B (#%)
(CONTINUED)
(a) Credit risk (continued) (a) (EERBE ()
The Group performs collective assessment of the loans AEBES BEABUEERBES

receivable considered as “performing” by grouping together all its
receivables with similar credit risk characteristics. The impairment
review is carried out on all those loans and interest receivables
pased on the historical impairment rates. Since the historical
impairment rate is zero during the current year, the management
therefore considers that the collective impairment loss is HKSNIl
at 30 June 2017,

The amount of provision for impairment is monitored by the
management on a quarterly basis.

At 30 June 2017, the Group had significant concentration
of credit risk as the loans and interest receivables totaling
HK$75,450,000 were due from 3 borrowers. The directors
consider that the credit risk arising from the loans receivable is
significantly mitigated by the collaterals held, if required.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from loans and interest receivables
are set out in note 16.

Substantially all the Group’s cash and cash equivalents are
deposited in financial institutions in Hong Kong and the PRC.
The credit risk on liquid funds is limited as the majority of
counterparties are financial institutions with high credit ratings
assigned by international credit rating agencies and stated-
controlled financial institutions with good reputations.

The Group’s investments which are classified as financial assets
at fair value through profit or loss together with certain deposits,
are placed with securities brokers, which management believes
it is of high credit quality.

ZFEMWGIR - SR RE [BITH ] 2
FEWEFEITRBETE - FIERE
R E TR e M BRI B R E R
TTRER - ARAFRE ZBER
BXR/T Bt BEEER/RZ
E—tFRNA=T R ZEBRER

BREBT -

EEESFEETRERFEE -

RZZE—tFXA=Z+H BRK
BE-AERANERERLFEA
75,450,000 70 - AEBOE
BEFEREKN - EERE - Bl
BERFTESE 2 E 8RBT ER
M (BB E) KIERIE -

B B B 3h FE U B R e ML B P
HEERBRZE-TELEEER
N LRI

AEBRAMOIBEMREFEY
BERREB LT E 2 & BEE
HRABIRZHF HEBRRER
AERBRTREENRZ S RE
BAREE R 2 BIFRITH & B
B BwnBEecEERARER -

AEBOBER/RAFEFABREZ
TREECREBRETHERER
MESFLLRE - BEBEREZER
wEARRSEELR -

gEmzRERAT F%2017 165

y W —



NOTES I !! IIiIE CONSOLIDATED FINANCIAL STATEMENTS

mEMBRRME

29 FINANCIAL RISK MANAGEMENT AND FAIR 29 @M T AZEMEBREERAF

— N

1 66 PPS International (Holdings) Limited

VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b) Liquidity risk

Individual operating entities within the Group are responsible for
their own cash management, including the short term investment
of cash surpluses and the raising of loans to cover expected
cash demands. The Group’s policy is to regularly monitor
its liquidity requirements to ensure that it maintains sufficient
reserves of cash and adequate committed lines of funding to
meet its liquidity requirements in the short and longer term.

The following table shows the remaining contractual maturities
at the end of the reporting period of the Group's financial
liabilities, which is based on contractual undiscounted cash flows
(including interest payments computed using contractual rates
or, if floating, based on rates current at the end of the reporting

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

=(#&)
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%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

29 FINANCIAL RISK MANAGEMENT AND FAIR 29 &M TIAZEMEABREERAF

VALUES OF FINANCIAL INSTRUMENTS {H (&)
(CONTINUED)
(c) Interest rate risk (c) FIERBE
The Group’s interest rate risk arises primarily from loans NEBZHRRERFEXRAERKE
receivable, borrowings and bond. Borrowings issued at fixed rate HoERRES - REB TS
and variable rates expose the Group to fair value interest rate risk H 2 EZD RS RNERB AT AN EHE
and cash flow interest rate risk respectively. The Group's interest FRERERIRESRENXRER o &
rate profile as monitored by management is set out below. SEREEEBER 2 AXRAEGHRN
T e
() Interest rate profile () FIFHEE
The following table details the interest rate profile of the TRFFMAREBRBERAR
Group’s net deposits/(borrowings) at the end of the 2R (BE)FE X
reporting period. #HE -
2017 2016
—E—+F ZT-RF
Effective Effective
interest rate interest rate
BRA= BB =
% HK$’000 % HK$'000
FHERT FHEL
Fixed rate deposits/ EEER(EXK)
(borrowings)
Restricted bank deposits SERFISRITIER 12,948 0.6% 7141
Loans receivable EMETR 75,000 N/A -
Borrowings a3 - 7.8% (4,278)
Bond &F (9,442) 8.5% (9,342)
Obligations under finance leases R & B7&E (1,021) 2.8% (829)
77,485 (7,308)
Variable rate deposits FEEXR
Bank deposits and cash at bank ~ $R1TFERRLIRITIRE 52,932 0.1% 48,747
Total net deposits BIE R 130,417 41,439
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29 FINANCIAL RISK MANAGEMENT AND FAIR 29 @M T AZEMEBREERAF
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(c) Interest rate risk (continued)

— N

(i)

Sensitivity analysis

At 30 June 2017, it is estimated that a general increase/
decrease of 50 basis points in interest rates, with all other
variables held constant, would have no significant impact
to the Group’s loss after tax and accumulated losses.

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the end of the reporting period and had been applied to
the exposure 1o interest rate risk for financial instruments
in existence at that date. The 50 basis point increase
or decrease represents management’s assessment of
a reasonably possible change in interest rates over the
period until the end of the next annual reporting period. The
analysis is performed on the same basis for 2016.

(d) Currency risk

The Group’s business activities and its assets and liabilities were
denominated in HK$ and Renminbi (‘RMB”). The management
considers the Group is not exposed to significant foreign
currency risk as most sales, income, purchases and expenses
are denominated in the functional currency of the operations to
which they relate. The Group currently does not have a foreign
currency hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

29 FINANCIAL RISK MANAGEMENT AND FAIR 29 &M TIAZEMEABREERAF

VALUES OF FINANCIAL INSTRUMENTS B (#%)
(CONTINUED)
(e) Categories of financial instruments (e) &EMIASKE
2017 2016
—E—+F ZE—RF
HK$’000 HK$'000
FBT FHET

Financial assets EREE

Financial assets at fair value BAVEFTAEBRZ SHEE

through profit or loss 18,454
Loans and receivables: B ERGRIE
— Trade receivables —B S RUFIE 49,841 44,288
— Deposits and other —1&& REMFEWFIE
receivables 4,676 21,272
— Loans and interest —EWE S RF B
receivables 75,450 -
— Restricted bank deposits —ZBRBIERITFER 12,948 7,141
— Cash and cash equivalents ~ —R& KIESEEY 52,932 48,747
195,847 139,902
Financial liabilities mEAE
Financial liabilities measured REE AT ECREE BE
at amortised cost
— Trade payables —BSEMNHIE 12,285
— Accruals and other payables — — ETE A & E fth fE (< 2B 42,147
— Borrowings — &% 4,278
~ Bond t> 9,342
— Obligations under —RhETE A
finance leases 829
68,881
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29 FINANCIAL RISK MANAGEMENT AND FAIR 29 @M T AZEMEBREERAF
VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(f) Fair value measurement

— N

()

Financial instruments measured at fair value

Fair value hierarchy

The carrying amount of the Group’s financial instruments
measured at fair value at the end of the reporting period
on a recurring basis shall be categorised into the three-
level fair value hierarchy as defined in HKFRS 13, Fair
value measurement. The level into which a fair value
measurement is classified is determined with reference to
the observability and significance of the inputs used in the
valuation technique as follows:

- Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the
measurement date.

- Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market
data are not available.

- Level 3 valuations: Fair value measured using
significant unobservable inputs.

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

EGR)

M SFEIHE
() BAFEHEZEBEE
ATFERR

REBNEEEEERRE
HRZAFEAEZERMT
AREERAREEV RS
HRF I3/ AFEAEBMR
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RFE THBEREA
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BABIE -

- FZAMAE:EAEK
TRBREARESE

prd/NS =
The following table illustrates the fair value measurement TEREMAEFBSMITE Y
hierarchy of the Group’s financial instruments: AEEFEER
2017 2016
“E-tf ZE5E
Level 1 Level2  Level3 Total Level 1 Level2 Level 3 Total

g-8  £24
HK$'000  HK$'000
Tér  TEn
Financial assets SREE
Financial assets at fair BATEIAESR -

value through proft or loss ERAE
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29 FINANCIAL RISK MANAGEMENT AND FAIR 29 &M TIAZEMEABREERAF

VALUES OF FINANCIAL INSTRUMENTS {H (&)
(CONTINUED)
() Fair value measurement (continued) N 2DFEHEGE)
() Financial instruments measured at fair value () HBERFETEZEHEE
(continued) (#&)
Fair value hierarchy (continued) NFERR(E)

During the years ended 30 June 2017 and 2016, there
were no transfers between Level 1 and Level 2, or transfers
into or out of Level 3.

(i) Financial instruments carried at other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost are not materially different
from their fair values at 30 June 2017 and 2016.

30 BUSINESS COMBINATIONS

(@) Acquisition of Logon Group

On 11 April 2016, the Company acquired the entire equity
interest in Logon Group from an independent third party (the
“Logon Vendor”) at a cash consideration of HK$30,900,000
(the “Logon Acquisition”). Logon Group is principally engaged in
the provision of property and car park management services in
Shenzhen, the PRC.

The Logon Vendor irrevocably and unconditionally warrants and
guarantees to the Company that the audited consolidated net
profit before tax of Logon Group for the period from the date of
completion of acquisition to 30 June 2017, the financial year
ending 30 June 2018 and the financial year ending 30 June
2019 shall be no less than RMB4,000,000, RMB5,000,000
and RMB6,000,000 respectively (the “Guaranteed Profits”).
In case that there is a shortfall in the Guaranteed Profits, the
Vendor shall compensate the Company an amount of cash (the
‘Compensation”) based on the agreed calculations.

HEZZ—+HFK=ZZ—RX
FRNAZ+THLEFE $—
MEE B EER
INERE =R AEY -
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EHo

30 (¥t
(a) WriEEREE
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30 BUSINESS COMBINATIONS (CONTINUED)

— N

(a)

(b)

Acquisition of Logon Group (continued)

The Company shall also have the right at its own discretion to
sell the entire equity interest in Logon Group back to the Logon
Vendor (the “Buy-back’) at the consideration of HK$30,900,000
after deducting any compensations that may arise from the
Guaranteed Profits.

Details of the terms of the acquisition agreement were disclosed
in the Company’s announcement dated 11 April 2016.

At 30 June 2016, the management assessed that the possibility
of shortfall in the Guaranteed Profits is remote and consequently,
the fair values of contingent consideration asset and the Buy-
back option are HK$NI.

Acquisition of Shanghai PPS Sheng Mao
Environmental Services Limited

On 9 May 2016, the Group, through PPS Environmental Services
Limited, a wholly-owned subsidiary, acquired 51% equity interest
in Shanghai PPS Sheng Mao Environmental Services Limited
("PPS Shanghai”) from independent third parties at a cash
consideration of RMB2,685,000 (equivalent to approximately
HK$3,167,000). PPS Shanghai is principally engaged in the
provision of environmental and cleaning services in Shanghai, the
PRC.
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(Expressed in Hong Kong dollars) (JAFTEF1I7R )

30 R¥EHE (M)

(a)

(b)

WRRBRRE(|)

RARNMERMBERLLEHBE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR M

30 BUSINESS COMBINATIONS (CONTINUED)

(Expressed in Hong Kong dollars) (LAZ&TEF17R)

30 RSO (M)

(c) The fair value of the identifiable assets and liabiliies acquired and (c) REKEBHEUEAIZIEER
goodwill arose at the respective date of the acquisitions are as BEUANMEEAEE 2 A AFED
follows: T

2016
A=
Logon Group PPS Shanghai Total
e S =i a5t
HK$'000 HK$'000 HK$'000
FET FAT Fi&T
Property, plant and equipment 7% WE LR 1,087 22 1,059
Intangible assets mLEE - 333 333
Trade receivables B 5 EWGIR 55 671 726
Deposits, prepayments and & BARER
other recelvables Hfh pE IR 4,459 - 4,459
Cash and cash equivalents ReERREEEY 1,640 472 2,112
Trade payables 2 S e ERIE - (70) (70)
Accruals, deposits received EETEBR - EliRE R
and other payables HAth IR (10,143) (1,124) (11,267)
Deferred revenue B (2,478) - (2,478)
Current tax payable BNERFE R IE (4,417) - (4,417)
Deferred tax liabilities RERIEEE - (83) (83)
Net identifiable (iabilties assumed)/ A] &5 (FIAEEE),/
assets acquired B EEEE TR (9,847) 221 (9,626)
Non-controlling interests* IR - 14 14
Net identifiable (iabilities)/assets RARER ANEE RS
attributable to owners () BEFHE
of the Company (9,847) 235 (9,612)
Goodwill arising on business EBEHEEZEE
combinations 40,747 2,932 43,679
Total consideration REBLER 30,900 3,167 34,067
# The non-controlling interests are measured at the non-controlling interests’ # SEFR AR R TR FEIE R D IE B IR

proportionate share of fair value of the identifiable net assets of the acquired

subsidiaries.

RBMTE A B A BB F A E A TFERLL

PIEtE -
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30 BUSINESS COMBINATIONS (CONTINUED)

(d) Net cash outflow arising on acquisition

— N

(e)

(f)

(9)

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

30 EMAH(#|)
(d) KEEEZHRETHBEHE

2016
AN
Logon Group  PPS Shanghai Total
Sn%E  EHLS A%
HK$'000 HK$'000 HK$'000
FAET FAT FAT
Consideration paid in cash NREeX N2 RE 30,900 3,167 34,067
Cash and cash equivalents BEERE MRS EEY
acquired (1,640) 472) (2,112)
Net cash outflow RE ML 29,260 2,605 31,955
The goodwill arising on the acquisition of Logon Group is (e) WELLTEBEEAZHEGERENFT

attributable to the acquired customer services agreement and
economics of scale expected from combining the operations of
the Group and Logon Group.

The goodwill arising on the acquisition of PPS Shanghai is
attributable to the business network and experience of the
existing management of PPS Shanghai and several signed
binding managerial and cleaning services contracts with
customers at the date of acquisition.

None of the goodwill arising on this acquisition is expected to be
deductible for tax purposes.

Acquisition-related costs of approximately HK$1,275,000 and
HK$493,000 for acquisitions of Logon Group and PPS Shanghai
respectively have been recognised as “administrative expenses”
in the consolidated statement of profit or loss for the year ended
30 June 2016.

Impact of acquisitions

Included in the revenue for the year ended 30 June 2016 were
approximately HK$4,578,000 and HK$1,042,000 attributable
to the additional business generated by Logon Group and
PPS Shanghai respectively. Loss for the year ended 30 June
2016 included profit of HK$1,492,000 and loss of HK$86,000
contributed by Logon Group and PPS Shanghai respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR MR

30 BUSINESS COMBINATIONS (CONTINUED)
(g) Impact of acquisitions (continued)

Had these business combinations been taken place on 1
July 2015, the directors of the Company estimated that
the consolidated revenue and the consolidated loss for the
year ended 30 June 2016 would have been approximately
HK$288,382,000 and HK$48,277,000 respectively. This pro-
forma information was for illustrative purposes only and was not
necessarily an indication of revenue and result of operations
of the Group that actually would have been achieved had the
acquisitions been completed on 1 July 2015.

31 DISPOSAL OF A SUBSIDIARY NOT CLASSIFIED
AS DISCONTINUED OPERATIONS

(@) On 21 September 2016, the Group disposed of the entire
equity interest in Champion Luck Investment Limited for a cash
consideration of approximately HK$2,783,000.

(b) The assets disposed at completion date

(Expressed in Hong Kong dollars) (LAZ&TEF17R)

30 X(¥BSH(E)
(9) WISz E(HE)

M EEAHRN_E—REFE+A—
AR#ET ARBBESRGHEAEES
E-RENA=ZTHIEFENKRE
FBICEEFNRE W E REE
518 7 Bl ) & 288,382,000/ 7T &
48,277,000 L > X S E & K
EHSE  UARRHEBER_-Z
—RFE+A—HEK AEBES
BRSNS MR EE -

31 HE—REFSFBECKRILEE
RENMEAR

(@) R=ZZE—F"FNLAZ-+—8 K&
EHERTAREBRARMNEEL
f&#E - IR &R (EH2,783,000/8 7T °

(b) RWEMAMEHERE

HK$'000

FA&T

Property, plant and equipment Y% - BEMEE 2,690
Deposits, prepayments and e - FEHRIEREAMERGIE

other receivables 93

Net assets disposed of EHEEEFE 2,783

(c) Gain on disposal of a subsidiary

(c) HE—MMEBARZKRG

HK$'000

FET

Consideration received BURE 2,783
Net assets disposed of BHEEEFE (2,783)
Gain on disposal Bz e -

(d) Net cash flow on disposal of a subsidiary

(d HE—RMHEBATRZASEE

]
HK$'000
FHET
Consideration settled in cash DWIREHEEZRE 2,783
Cash and cash equivalents BEHERENASEEY
disposed of -
Net cash inflow HERNFEE 2,783
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R I RAR MR

32

— N

OPERATING LEASE COMMITMENTS

At 30 June 2017, the total future minimum lease payments under non-
cancellable operating leases are payable as follows:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

32 EEHRXKIE

RZZE—tFXA=1TH " BRETAH
HGEHE 2 ARRSKEBEN REE L
T~

Within 1 year —FR
After 1 year but within 5 years —FRBERAFNR

2017 2016
ZE—tF —ERF
HK$°000 HK$'000
TR FET
5,759

1,693

7,452

The Group is the lessee in respect of its office premises, warehouse
and staff quarters (2016: office premises, auto beauty centres,
warehouse and staff quarters) held under operating leases. The leases
run for an initial period of 1 to 3 years (2016: 1 to 3 years), with an option
to renew the leases when all terms are renegotiated. None of the leases
includes contingent rentals.
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| NOTE! I! THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRME

33 MATERIAL RELATED PARTY TRANSACTIONS

AND BALANCES

(a) Key management personnel remuneration

Remuneration for key management personnel of the Group,
including amounts paid to the Company’s directors as disclosed

(Expressed in Hong Kong dollars) (LAF7TF17R)

33 EXHEBAXHREGH

(a) EREBARTH

AEBETREEASHMEENE
BFIRECENARAESTRAR

in note 8 and senior management, is as follows: EfNmREREABZHIE BN
T
2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FET FAT
Directors 4=}
Fees e 3,363
Salaries, allowance and Fre o R NREYER
benefits in kind 32
Equity-settled share-based AR EE RN AR Rz X
payment expenses 3,978
Discretionary bonuses BETEAL 480
Contributions to defined TERBMHFGRIRETE 2 5K
contribution retirement plan 38
7,891
Senior management SREEBAS
Salaries, allowance and e RMREMERN
benefits in kind 2,301
Equity-settled share-based DAESEE RN BER SRz X
payment expenses 994
Contributions to defined TE R FRIRET B 2 5K
contribution retirement plan 54
3,349
11,240
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRHE

33 MATERIAL RELATED PARTY TRANSACTIONS
AND BALANCES (CONTINUED)

— N

(b)

(c)

Other related party transactions

Except as disclosed elsewhere in the notes to these
consolidated financial statements, the Group entered into the
following material related party transactions during the year:

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

33 EXMBARXHREHE (E)

(b)

N —EEBARZOBE

Subcontracting charges to
a related company

The related company is Niko in which the transaction with
Niko falls under the definition of “continuing connected
transaction” in Chapter 20 of the GEM Listing Rules with a
detailed disclosure of the relationship in note 19. The continuing
connected transactions amounted to HK$5,091,000 (2016:
HK$4,764,000) for the year ended 30 June 2017.

Balances with related parties are disclosed in note 19 and the
Company’s statement of financial position in note 34(a).
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(c)

HMEAREXS
FR - BEATKRERM TR
FETREEI  AEBFTZATE

KBRS -

2017 2016
—E_E —ET—RF
HK$’000 HK$'000
FERT FHET
4,764
AL NEIV=-DI= =y

BRAEIZER ETMRANE20EEE
MIFERERS ] BEFBR
BERWFI9- HEZT—+EF X
A=ZTHILEFENRBREBRERS
£5,091,0008 L( ZF — N F:
4,764,000 7T) °

1RERE T 2 SRR BRI R 19 AR
A TEAR R R M RE 34(a) °
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NOT THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

34 FINANCIAL INFORMATION OF THE COMPANY 34 FLATFMBEH

(a) Statement of financial position (a) BAFEHKRA=E
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FET FET
Non-current assets FkREEE
Property, plant and equipment  #12 ~ B &R 41
Investments in subsidiaries RETB R R E 30,900
30,941
Current assets REBEE
Deposits and prepayments & RIEMFRIE 1,937 15,236
Amounts due from subsidiaries  FEUHTE A F1FE 157,139 66,951
Cash and cash equivalents ReERAEEEY 1,421 15,665
160,497 97,852
Current liabilities REEE
Accruals FEstE A 1,716 7,484
Amounts due to subsidiaries  FERTBIE A FIFUA 26,611 19,161
28,327 26,645
Net current assets REBEEFE 132,170 71,207
Total assets less HEERRBERS
current liabilities 132,203 102,148
Non-current liabilities ERBARE
Bond &5 9,442 9,342
NET ASSETS EEZEE 122,761 92,806
Capital and reserves EARR #E
Share capital [N 2,700 1,800
Reserves 1 120,061 91,006
TOTAL EQUITY ESEE 122,761 92,806
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NOTES Tg THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁj%ﬁ% Bﬁﬁi (Expressed in Hong Kong dollars) (JAFTEII7R)

34 FINANCIAL INFORMATION OF THE COMPANY 34 #A2TFMBEHE ()

(CONTINUED)
(b) Movements in components of equity (b) ERIBHZETH
Details of the changes in the Company’s individual components YN = NN T VI = s
of equity during the vear are as follows: B FHIBIT ¢
Share
Share Share Warrant option Accumulated
capital premium reserve reserve losses Total
Bx BBEE IRESEE BRERE  ZER @t
Notes HK$000 HK$000 HK$000 HK$000 HK$000 HKS000
itz i TiEn Thr Thn Fhr Thr
(note (note [note
B BON 280N
(Wztos)) (Wizkosion) (KizE28))
At 1 July 2015 RZE-TEt+A-A 1,000 22,360 39,500 - (23289) 39,575
Loss and total comprehensive FREERZAERLE
loss for tne year - - - - (33729) (33,723
Issue of shares purstant fo open offer ~— REAREER{TRN 28(a)) 50 64,500 - - - 65,000
Transaction costs for apen offer AREERSNA 28(a)) - (2733 - - - (2,733
Issue of shares pursLant to RERDEERARN
share placing 28(a(v) 300 25,200 - - - 25,000
Transecton costs for shereplacng—— RARERBRA 280)) - (19 - - - (19
Equity-seitled share-based transactions - WERZENRABERRS o - - - 4306 (4,306) -
Release Upon explry of warants RS - - (39,500) - 39,500 -
At 30 June 2016 RZ8-RERA=TH 1,800 108,514 - 4,306 (21,814 92,806
At1July 2016 RZE-REtA-H 1,800 108,514 - 4,306 21814) 92,806
Loss and total comprehensive EREERZEERLE
loss for the year - - - - (16931) (16,931
Issue of shares pursuant o rights ssue— REERESTRM 28(a)l) 900 47,700 - - - 48,600
Transaction costs for rights ssue BRER A 28(a)0) - (1.714) - - - (1.714)
Release upon lapse and cancellaion  REBRRIER M Rt RsAE:
of share options 27 - - - 4,306) 4,306 -
90 45,986 - (4,306) (12,620) 29,905
At 30 June 2017 RZE-tERA=TH 2,700 164,500 - - (34.439) 12,761
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NOT THE CONSOLIDATED FINANCIAL STATEMENTS
%éﬁjﬁ*ﬁ% WE (Expressed in Hong Kong dollars) (A TEI7R)

35 SUBSIDIARIES’ INFORMATION 35 MEBATZEH
The following list contains only the particulars of subsidiaries which TREHEFEFEAREEHEE  BE
principally affected the results, assets or liabilities of the Group. The HEBBENNERARIZFE B2 ATH
class of shares held is ordinary unless otherwise stated. G HERDEER B LB -
2017 2016
ZE—tF —EAF
Proportion Proportion
of effective of effective
Particulars ownership ownership
of issued interest interest
and paid up BREERE ERERRE
Place of capital 5401 1Bzl
Name of company operations BETRME  Direct Indirect  Diect  Indirect Principal activity
ARER BEMEL BRARGEE B# it ER ik TEEHR
Incorporated in the British Virgin Islands:
REBEARBBEMAML :
Siver Marker Limited Hong Kong US31 100% - Investment holding
) 1ET RERR
Logon Clean Energy Group Limited (note 1) Hong Kong US$50,000 100% - Investment holding
S EReREEARAR (1) BE 50,0007 REER
Bransfield Assets Limited Hong Kong US$3 and - 100% Investment holding
B HK$100,000,001 REER
3ETLR
10,000,001 87T
Union (BVI) Holdings Limited (note 2) Hong Kong US$1 - - Investment holding
ENEBEERRHEARERAR (MiT2) Bk 1%L REEK
Incorporated in Hong Kong:
REBDMH
Pollution & Protection Services Limited Hong Kong HK$18,557,800 - 100%  Provision of environmental
Bl AERBERAT 5% 18,557 8003 T and cleaning services
RUBER
B 2R
E-Car Auto Senvices Limited (note 1) Hong Kong HK$10,000 - 100% Provision of auto
B AERBERAR (Fi51) B4 10,0007 7T beauty services
RETEEDT RS
Champion Auto Club Limited (note 1) Hong Kong HK$2 - 100% Provision of car
SEABELHRAR (M) BA 2R beauty services

R TEX AR
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%éﬂj i%' #ﬁ% W%I (Expressed in Hong Kong dollars) (JAFTEII7R)

35 SUBSIDIARIES’ INFORMATION (CONTINUED) 35 MEBATZEH ()

2017 2016
—E—tF —EREF

Proportion Proportion

of effective of effective

Particulars ownership ownership

of issued interest interest

and paid up EREEE BREERE

Place of capital R ERLH)
Name of company operations ERTRHAE  Direct Indirect Drect  Indirect Principal activity
ARER elites:d RAFE B# Gl BE k3 TEER
Champion Auto (Hong Kong) Hong Kong HK$100 - 85% Provision of car
Limited (note 1) 5% 10087 beauty senvices
RETEED RS
Profit Management Limited Hong Kong HK$100 - 100% Provision of money
RMNERBRAA 5% 10077 lending services
RERERE
Union Finance Limited (note 2) Hong Kong HK$10,000 - - Provision of money
ERMHBERAR(M:E2) BE 10,0007 lending services
RUMERY
Union International Securities Limited (note 2) ~ Hong Kong HK$20,000,000 - - Not yet commenced
EMBEREFBRAT (ME2) FH 2000000047 business
HARRES
Union International Asset Management Hong Kong HK$2,000,000 - - Not yet commenced
Limited (note 2) 5 2,000,000 business
ENEREEERARAR (FE2) RARRES

Incorporated in the PRC:

R B AL :

PPS Shanghal The PRC RMB10,000,000 - 51%  Provision of environmental

s mE AR 10,000,0007T and cleaning services

RIGRE R 2R

Shenzhen Kai Chuang Yiwu Small The PRC RMB50,000,000 - 100% Provision of property
Commodities Market Management R AR®50,0000007 and car park
Limited (note 1) management services

MITREES A REMEREE
g RARAR (1) BEBRS

Notes: Bi3E

1. Disposed during the year ended 30 June 2017, 1. RBEZZ—tFA=1THILFEBHE -

2. Incorporate during the year ended 30 June 2017 2. REEZZ—tFA=1TRLEFEFMEKT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR M

36 CONTINGENT LIABILITIES

(a)

(b)

Performance bonds

RRERBEAOEL
IRAEHER

Guarantees on performance bonds
in respect of environmental
senvice contracts

(Expressed in Hong Kong dollars) (LAZ&TEF17R)

36 BRAR
(a) EB¥RE
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FET FAET
13,269

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

At 80 June 2017, fixed deposits of approximately
HK$12,948,000 (2016: HK$7,141,000) were pledged to banks
as security for (i) bank facilities of approximately HK$12,920,000
(2016: HK$13,000,000) 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 - Injury compensations

During the years ended 30 June 2017 and 2016, the Group may
from time to time be involved in litigations concermning 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. All potential claims made
by these employees and third party claimants not covered by
insurance have been accounted for in the balance of “provision
for claims” under accruals, deposits received and other payables
(see note 20) in the consolidated statement of financial positon.

(b)

AEERERERTE TRERES
M BB RBIRHERITE
& °

RZZE—tFA=Z1+H EH
TFR#) 12,948,000 L ( ZFE— X
0 M7141,000877T) DKW T
RITER()BERAEENRITRLE
#312,920,0008 L ( =& — RN F
13,000,000 7T) & K (i) B B AR
B IRITER IR -

B KIIRFE 2 B SRR TOAR 1B AR 75 2B
RETRERBEKFIANE KOS
MiE o A BERRHMRE R ZE
ERFRFMG A OTANRE

AIE PRI B RELORE °

BRER — R E A
REZE_Z2—tFR TR EX
A=THIFE "EEJETE
EFSANBEREXNF=ZFRRAE
HEBEAZEGHFR EFR
B AEBWEBZEFAFEE
FRAERIAEE - ZZEERSE
—HRZEARENABBERREL
AZRBAR - WEARLEE TS
MRAKREFTER Bl MEMm
FERFIER [RERE] 2#FE(R
Bi3E20) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRHE

36 CONTINGENT LIABILITIES (CONTINUED)

(c) Litigations - Shareholder complaints

— N

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:

The Petition for the winding up of the Company 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.
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(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R I RAR MR

36 CONTINGENT LIABILITIES (CONTINUED)

(c) Litigations - Shareholder complaints
(continued)

(i) 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.

(i) The Petitioner shall have liberty to apply to vary or
discharge the Injunction Order upon giving not less than 48
nours 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 (equivalents
to 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. During the years
ended 30 June 2017 and 2016 and up to the date of approval
of these consolidated financial statements, the Company has yet
to determine the appropriate steps and the actual recovery of the
costs of the proceedings may not be probable.

37 EVENTS AFTER THE REPORTING PERIOD

Save as disclosed below, the Group does not have other significant
events after the reporting period.

(@) By an ordinary resolution passed at the extraordinary general
meeting held on 26 July 2017, every 10 issued and unissued
ordinary shares of HK$0.001 each were consolidated into
one new ordinary share of HK$0.01 each. Following the share
consolidation which has become effective on 27 July 2017,
the Company’s authorised share capital was HK$100,000,000
divided into 10,000,000,000 ordinary shares of HK$0.01 each,
of which 270,000,000 ordinary shares were in issued and fully
paid.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FEMBRRHE

37 EVENTS AFTER THE REPORTING PERIOD 37 #H&EHI%EIE (@)
(CONTINUED)

(b)

Subscription of convertible bonds

Pursuant to the subscription agreement and supplemental
extension letter dated 15 June 2017 and 16 August 2017
respectively, Wui Wo Enterprise Limited, a company which
is wholly-owned by Mr. Yu Weiye, a controlling shareholder
of the Company (the “Subscriber”), has conditionally agreed
to subscribe for and the Company has conditionally agreed
to issue the zero coupon convertible bonds in the principal
amount of HK$50,000,000 (the “Convertible Bonds”), which
entitle the Subscriber to convert the Convertible Bonds into a
maximum of 83,333,333 conversion shares at the conversion
price of HK$0.6 per conversion share (as adjusted by the share
consolidation made on 27 July 2017) during 1 year commencing
from the date of the completion of the subscription of the
Convertible Bonds (the “Subscription”). The principal amount
of the Convertible Bonds of HK$50,000,000 payable by the
Subscriber would be satisfied by cash. The Subscription was
approved by the shareholders at the extraordinary general
meeting of the Company held on 26 July 2017 and completion
of the Subscription took place on 21 August 2017 with the net
proceeds of approximately HK$49.2 milion received.

38 ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

The selection of critical accounting policies, the judgements and other
uncertainties affecting application of those policies and the sensitivity
of reported results to changes in conditions and assumptions are
factors to be considered when reviewing the consolidated financial
statements. The principal accounting policies are set forth in note 2.
The Group believes the following critical accounting policies involve the
most significant judgements and estimates used in the preparation of
the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR HRMTEE

38 ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(a)

(b)

(c)

Impairment loss on intangible assets

The carrying amounts of intangible assets that are not yet
available for use are reviewed annually in order to assess whether
the recoverable amounts have declined below the carrying
amounts. When such a decline has occurred, the carrying
amount is reduced to recoverable amount.

The recoverable amount is the greater of the fair value less costs
of disposal and the value in use. In determining the value in use,
the expected cash flows generated by the intangible assets
are discounted to their present value, which requires significant
judgement relating to the level of future cleaning service and
interest revenue and the amount of service costs. The Group
uses all readily available information in determining an amount
that is a reasonable approximation of the recoverable amount,
including estimates based on reasonable and supportable
assumptions and projections of cleaning service and interest
revenue and the amount of service costs, and discount rate.

Impairment loss on goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the
directors to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order to
calculate present value. Detalls of the impairment loss calculation
are set out in note 13.

Impairment loss on loans and interest
receivables and trade and other receivables

Impairment loss on loans receivable and interest receivables and
trade and other receivables is assessed and provided based on
management’s regular review of ageing analysis and evaluation
of collectability. A considerable level of judgement is exercised
by the management when assessing the credit worthiness and
past collection history of each individual borrower/customer.
Any increase or decrease in the impairment losses for bad
and doubtful debt would affect the consolidated statements of
comprehensive income in future years.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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38 ACCOUNTING ESTIMATES AND JUDGEMENTS 38 W&iH&stR Ik (4)
(CONTINUED)

(d)

Income taxes

Determining income tax provisions involves judgement on the
future tax treatment of certain transactions and interpretation
of tax rules. The Group carefully evaluates tax implications of
transactions and tax provisions are set up accordingly. The tax
treatment of such transactions is reconsidered periodically to
take into account all changes in tax legislation.

Deferred tax assets are recognised for tax losses not yet used
and temporary deduction differences. As those deferred tax
assets can only be recognised to the extent that it is probable
that future profit will be available against which the unused tax
credit can be utilised, management’'s judgement is required to
assess the probability of future taxable profits. Management's
assessment is constantly reviewed and additional deferred tax
assets are recognised if it becomes probable that future taxable
profits will allow the deferred tax asset to be recovered.

39 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017

Up to the date of issue of these consolidated financial statements, the
HKICPA has issued a number of amendments, new standards and
interpretations which are not yet effective for the year ended 30 June
2017 and which have not been adopted in these consolidated financial
statements. These include the following which may be relevant to the

— N

Group:

Amendments to HKAS 7 Statement of cash flows: Disclosure initiative'

Amendments to HKAS  Income taxes: Recognition of deferred tax assets
12 for unrealised losses'

Amendments to HKFRS =~ Share-based payment: Classification and
2 measurement of share-based payment

transactions?
HKFRS 9 Financial instruments?
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39 POSSIBLE IMPACT OF AMENDMENTS, NEW 39 #ZEZ_-Z—tFXA=1+HLHF

(Expressed in Hong Kong dollars) (LAF7TF17R)

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 15 and
amendments to
HKFRS 15

Revenue from contracts with customers and
clarifications to HKFRS 152

HKFRS 16 Leases®

Annual improvements HKFRS 12 Disclosure of interests in other entities —

to HKFRSs 2014- Clarffication of the scope of the standard'
2016 cycle
HK(FRIC)-Int22 Foreign currency transactions and advance

consideration?

1 Effective for annual periods beginning on or after 1 January 2017.

2 Effective for annual periods beginning on or after 1 January 2018.

3 Effective for annual periods beginning on or after 1 January 2019.

The Group is in the process of making an assessment of what the
impact of these amendments and new standards is expected to be in
the period of initial application. So far the Group has identified some
aspects of the new standards which may have a significant impact on
the consolidated financial statements. Further details of the expected
impacts are discussed below. As the Group has not completed its
assessment, further impacts may be identified in due course and
will be taken into consideration when determining whether to adopt
any of these new requirements before their effective date and which
transitional approach to take, where there are alternative approaches
allowed under the new standards.
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on accounting for financial
instruments, HKAS 39, Financial instruments: Recognition and
measurement. HKFRS 9 introduces new requirements for classification
and measurement of financial assets, calculation of impairment of
financial assets and hedge accounting. On the other hand, HKFRS
incorporates without substantive changes the requirements of HKAS
39 for recognition and derecognition of financial instruments and
the classification of financial liabilites. Expected impacts of the new
requirements on the Group'’s consolidated financial statements are as
follows:

(@)  Classification and measurement

HKFRS 9 contains three principal classification categories for
financial assets: measured at (1) amortised cost, (2) fair value
through profit or loss ("FVTPL") and (3) fair value through other
comprehensive income (‘FVTOCI") as follows:

° The classification for debt instruments is determined based
on the entity's business model for managing the financial
assets and the contractual cash flow characteristics of
the asset. If a debt instrument is classified as FVTOCI
then effective interest, impairments and gains/losses on
disposal will be recognised in profit or loss.

° For equity securities, the classification is FVTPL regardless
of the entity’s business model. The only exception s if
the equity security is not held for trading and the entity
irevocably elects to designate that security as FVTOCI.
If an equity security is designated as FVTOCI then only
dividend income on that security will be recognised in other
comprehensive income without recycling.
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39 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 9, Financial instruments (continued)

(@)  Classification and measurement (continued)

Based on the preliminary assessment, the Group expects
that its financial assets currently measured at amortised cost
and FVTPL will continue with their respective classification and
measurements upon the adoption of HKFRS 9.

The classification and measurement requirements for financial
liabilities under HKFRS 9 largely unchanged from HKAS 39,
except that HKFRS 9 requires the fair value change of a financial
liability designated as FVPTL that is attributable to changes of
that financial liability's own credit risk to be recognised in other
comprehensive income (without reclassification to profit or loss).
A more detailed analysis is required to determine the extent of the
impact.

(b)  Impairment

The new impairment model in HKFRS 9 replaces the “incurred
loss” model in HKAS 39 with an “expected credit loss” model.
Under the expected credit loss model, it will no longer be
necessary for a loss event to occur before an impairment loss
is recognised. Instead, an entity is required to recognise and
measure expected credit losses as either 12-month expected
credit losses or lifetime expected credit losses, depending on
the asset and the facts and circumstances. This new impairment
model may result in an earlier recognition of credit losses on
the Group's trade receivables, loans and interest receivables,
and other financial assets. However, a more detailed analysis is
required to determine the extent of the impact.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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39 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for recognising
revenue from contracts with customers. HKFRS 15 will replace
the existing revenue standards, HKAS 18, Revenue, which covers
revenue arising from sale of goods and rendering of services, and
HKAS 11, Construction contracts, which specified the accounting for
revenue from construction contracts. The Group is currently assessing
the impacts of adopting HKFRS 15 on its consolidated financial
statements. Based on the preliminary assessment, the Group has
identified the following areas which are likely to be effected:

@@  Timing of revenue recognition

The Group's revenue recognition policies are disclosed in note
2.23. Currently, revenue arising from the provision of services is
recognised over time, whereas revenue from the sale of goods
is generally recognised when the risks and rewards of ownership
have passed to the customers.

Under HKFRS 15, revenue is recognised when the customer
obtains control of the promised good or service in the contract.
HKFRS 15 identified 3 situations in which control of the promised
good or service is regarded as being transferred over time:

(@  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

(o)  When the entity's performance creates or enhances an
asset (for example work in progress) that the customer
controls as the asset is created or enhanced; and

() When the entity's performance does not create an asset
with an alternative use to the entity and the entity has an
enforceable right to payment for performance completed
to date.
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39 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 15, Revenue from contracts with customers
(continued)

(@  Timing of revenue recognition (continued)

It the contract terms and the entity’s activities do not fall into any
of these 3 situations, then under HKFRS 15 the entity recognises
revenue for the sale of that good or service at a single point
in time, being when control has passed. Transfer of risks and
rewards of ownership is only one of the indicators that will be
considered in determining when the transfer of control occurs.

As a result of this change from the risk-and-reward approach
to the contract-by-contract transfer-of-control approach, it is
possible that the point in time when revenue is recognised may
be earlier or later than under the current accounting policy.
However, further analysis is required to determine whether this
change in accounting policy may have a material impact on the
amounts reported in any given financial reporting period.

(b)  Significant financing component

HKFRS 15 requires an entity to adjust the transaction price for
the time value of money when a contract contains a significant
financing component, regardless of whether the payments from
customers are received significantly in advance or in arrears.

Currently, the Group would only apply such policy when
payments are significantly deferred, which is currently not
common in the Group’s arrangements with its customers.
Currently, the Group does not apply such a policy when
payments are received in advance.

(Expressed in Hong Kong dollars) (LAF7TF17R)
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(Expressed in Hong Kong dollars) (JAFTEF1I7R)

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 15, Revenue from contracts with customers
(continued)

(c) Sales with a right of return

Currently when the customers are allowed to retum the products,
the Group estimates the level of returns and makes and
adjustment against revenue and cost of sales.

The Group expects that the adoption of HKFRS 15 will not
materially affect how the Group recognises revenue and cost of
sales when the customers have a right of retumn. However, the
new requirement to recognise separately a return asset for the
products expected to be retured will impact the presentation
in the consolidated statement of financial position as the Group
currently adjusts the carrying amounts of inventory for the
expected returns, instead of recognising a separate asset,

HKFRS 16, Leases

As disclosed in note 2.10, currently the Group classifies leases into
finance leases and operating leases and accounts for the lease
arrangements differently, depending on the classification of the lease.
The Group enters into some leases as the lessor and others as the
lessee.

HKFRS 16 is not expected to impact significantly on the way that
lessors account for their right and obligations under a lease. However,
once HKFRS 16 is adopted, lessees will no longer distinguish between
finance leases and operating leases. Instead, subject to practical
expedients, lessees will account for all leases in a similar way to
current finance lease accounting, i.e. at the commencement date of
the lease the lessee will recognise and measure a lease liability at the
present value of the minimum future lease payments and will recognise
a corresponding “right-of-use” asset. After initial recognition of this
asset and liability, the lessee will recognise interest expense accrued
on the outstanding balance of the lease liability, and the depreciation
of the right-of-use asset, instead of the current policy of recognising
rental expenses incurred under operating leases on a systematic basis
over the lease term. As a practical expedient, the lessee can elect not
to apply this accounting model to short-term leases (i.e. where the
lease term is 12 months or less) and to leases of low-value assets, in
which case the rental expenses would continue to be recognised on a
systematic basis over the lease term.
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
30 JUNE 2017 (CONTINUED)

HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s accounting as a lessee of
leases for properties, plant and equipment which are currently classified
as operating leases. The application of the new accounting model is
expected to lead to an increase in both assets and liabilities and to
impact on the timing of the expense recognition in the consolidated
statement of profit or loss over the period of the lease. As disclosed in
note 32, at 30 June 2017 the Group’s future minimum lease payments
under non-cancellable operating leases amounted to HK$13,217,000,
a significant portion of which is payable between 1 and 5 years after
the reporting date. Some of these amounts may therefore need to be
recognised as lease liabilities, with corresponding right-of-use assets,
once HKFRS 16 is adopted. The Group will need to perform a more
detailed analysis to determine the amounts of new assets and liabilities
arising from operating lease commitments on adoption of HKFRS 16,
after taking into account the applicability of the practical expedient and
adjusting for any leases entered into or terminated between now and
the adoption of HKFRS 16 and the effects of discounting.

COMPARATIVE FIGURES

As a result of the share consolidation which were completed on 27 July
2017 (see note 37), the (loss)/eamings per share for the years ended
30 June 2017 and 2016 has been retrospectively adjusted.

Certain comparative figures, including figures in the consolidated
statement of profit or loss, the consolidated statement of profit or loss
and other comprehensive income and related notes have been re-
presented as a result of the operations discontinued during the year.

Certain comparative figures have been re-classified to conform to the
current year's presentation.
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| FIVE-'Y!!!! FINANCIAL SUMMARY

LENBREE

RESULTS
Revenue from continuing and
discontinued operations

£ |
KEFBERERILERZ
ES A G

(Loss)/profit for the year FE(HR)/&5H

Attributable to: T EIERL :
Owners of the Company ARRHEEA
Non-controling interests JEE R

Dividends paid EfRRE

ASSETS AND LIABILITIES BEREE

Total assets BEE

Total liabilities BeE

Total equity Bno®
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2017
—F-tF
HK$'000
TR

282,004

(13,488)

(13,386)
(102)

(13,488)

211,210
(59,785)

151,425

(Expressed in Hong Kong dollars) (LAZ&TEF1I7R)

2016 2015 2014 2013
ZERF ZT-nFf —T-[EF =
HKP000  HK$000  HK$000  HK$000
TEL TEL THEL T
269,438 202,192 193,098 194,549
(51,205) (27,249) 13,004 3,099
(51,058) (27,208) 13,004 3,099
(147) (44) - -
(51,205) (27,249) 13,004 3,099
- - 2,000 -
200,882 127,406 93,887 95,990
(82,459) (50,766) (29,420) (42,617)
118,423 76,640 64,467 53,373
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