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On behalf of the board of directors (the “Board”) of China
Environmental Resources Group Limited (the “Company”), | am
pleased to present the Annual Report 2019 and the audited
consolidated financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year
ended 30 June 2019.

The Group is currently engaged in metal recycle business, motor
and motor accessories business, car parking spaces rental, money
lending business, golden flower tea products trading and securities
trading and investment business. The Group also maintains the
green businesses of research, development and application of
technologies and solutions, manufacture, sale and trading of
products, materials, systems and services for green market
segments including the environmental markets, agricultural
markets, organic markets and green technology markets in the
People’s Republic of China (the “PRC”) market and overseas. The
Group has been continuing to explore new business opportunities
for corporate development and dedicates to develop sustainable
current business.

Investment Properties

The Group holds two investment properties located at the PRC
and Hong Kong respectively.

In the PRC

The Company holds 80% interest of the PRC's investment
property which is an industrial development with land lot numbers
of 1914130300339 and 1914130300340, located at
Longchuanzhou, Renzhou Village, Shatian, Dongguan City,
Guangdong Province. The industrial development comprises two
parcels of land with a site area of about 72,335.99 sgq.m (or
about 778,624.6 sq.ft.) and various buildings and ancillary
structures erected thereon. The Property has a total gross floor
area (“GFA") of approximately 28,814.66 sg.m (or about
310,161.00 sq.ft.). The land use rights of the property have been
granted for various terms expiring on 15 February 2044 and
expiring on 10 May 2044 for industrial use. No business activity is
engaged at the industrial development.

The Group considers that the Belt and Road Initiative promoted by
the Central Government of the PRC and the Guangdong-Hong
Kong-Macao Greater Bay Area development will support economic
development of the Dongguan City as an international trade hub
in Southern China.
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Planning to the best usage or redevelopment of the industrial
properties had been delayed because of publication of a new
town zoning plan by the Dongguan government authority. Under
the new zoning plan a new highway was being mapped and part
of the land of the industrial properties would be used as or
affected by an exit and its connected roads from the highway for
Shatian Town. The Group had petitioned to the Dongguan City
government authorities requesting amendments to the plan to save
the industrial properties from being affected. The Dongguan City
government authorities have not yet concluded our petition and
the Group will closely monitor the development and work on the
best possible solution in the circumstances.

In Hong Kong

The Group holds 100% interest of Hong Kong investment
property which comprises 95 car parking spaces with Inland Lot
No. 1301 where 72 car parking spaces are located at 2nd Floor to
4th Floor of Harbour View Garden and 23 car parking spaces are
located at 3th Floor, Tower Ill, Harbour View Garden, No. 2
Catchick Street, Hong Kong.

The car parking spaces are held under Government Lease for a
term of 999 years commencing on 24 June 1892 and are leased
out for parking fee income.

The car parking spaces continued to provide a stable revenue and
cash flow to the Group. In view of latest rapid change of
economic condition, refurbishment of the car parking spaces to
enhance the property value and/or operate the car parking spaces
by the Group itself was postponed. For the year ended 30 June
2019, rental income recorded was approximately HK$3,891,000
(2018: approximately HK$3,751,000).

Biological Assets

By way of a forestry management and undertaking agreement, the
Group through its wholly-owned subsidiary acquired timber cutting
right over a plantation land of approximately 30,000 mu (Chinese
Mu) in Shihezi City, Xinjiang (the “Plantation Land”) for a period
of 30 years commencing on 1 July 2008.

In the process of valuing the biological assets planted at the
Plantation Land, Roma Appraisals Limited (“Roma”) adopted the
Market-Based Approach to estimate the fair value of the biological
assets. The fair value of the biological assets was computed using
the formula:

The fair value of biological assets = (Total volume of standing
timbers x Recovery rate) x Market price of timber — Cutting cost
+ Scrap sale income
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According to B¥EZEE(HEHS prepared by InsideOut Due
Diligence Inc., random samplings have been performed in order to
estimate the total volume of standing timbers on the Plantation
Land based on " E AR LMBEBREFRIZERAMIER GB/T 4814-
2013”. During each sampling process, there were 20 sampling
areas with an area of about 0.5 Mu per each sampling area were
selected. The following inputs have been adopted in this valuation
based on the opinions as stated in E¥ & EH{ERE prepared by
InsideOut Due Diligence Inc.:

Total volume of standing timbers = 447,439 m?3
Recovery rate = 80%

Cutting cost = 5% of revenue

Scrap sale income = 5% of revenue

With reference to observable market price of timber of similar
species in the PRC, the adopted market price was RMB646 per
cubic meter.

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

Absolute Change in Recovery Rate Applied Recovery Rate

Rl =g EHE Ffi A R i 3
+10% 90%
+5% 85%
+0% 80%
-5% 75%
-10% 70%

% change in Adopted Market Price Adopted Market Price

PRt @2 &% FriR&n &
(RMB/m?)
(BIABRKARS)
+10% 710
+5% 678
+0% 646
-5% 613
-10% 581
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The directors are of the view that the fair value of the biological
assets is under a significant impact from changes in market price
per m?> of logs. If the market price per m® of logs increases/
decreases, the fair value of the biological assets would be higher/
lower proportionately, given that other inputs and assumptions
used in the valuation techniques remained unchanged.

For the financial year ended 30 June 2019, growth and volume of
the biological assets were affected by shortage of water resources,
soil degradation and broken ecosystem, the Group has not
appointed operator for forest plantation maintenance since July
2018 and without these basic conditions being addressed and for
cost control purpose. The Group recorded a decrease to
approximately HK$262,989,000 (2018: approximately
HK$348,933,000) in the fair value of the poplar trees of biological
assets. The Group considers that the decrease is non-cash in
nature and will not have material adverse effect on the financial
position of the Group.

During the financial year ended 30 June 2019, the Group
recognised aggregate losses arising from the major non-current
assets of approximately HK$95,574,000 (2018: approximately
HK$179,812,000). This represents the combined effect of the
amortization of intangible assets, provision for impairment loss of
intangible assets and the loss arising from changes in fair value
less costs to sell of biological assets.

Plantation Sales Business

For the year ended 30 June 2019, there was no
generated from plantation sales business (2018: Nil).

revenue

The Group has timber cutting right on trees grow on the
Plantation Land with which the Group is working prudently to find
the best possible use of it.

In the Group’s last interim report, we reported that the Group
retained InsideOut Due Diligence Inc. in associate with Mr. Wu
Liangru (“Mr. Wu") who is an Associate Research Fellow of the
Chinese Academy of Forestry to conduct a second professional
study on the Plantation Land after Malcolm & Associates Appraisal
Limited concluded at their feasibility study report that there was
no economic and commercial justification to implement the
irrigation construction in the Plantation Land.
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InsideOut Due Diligence Inc. in associate with Mr. Wu produced
their report in April 2019. In the report, they concluded that
although the Plantation Land contained a certain volume of timber
with corresponding value, having considered various risks and
uncertain factors, commercial operation of felling trees and
replantation carried an extremely high risk which might result in
the Group’s investment fund not reaching the expected return and
even incur losses. They further advised the management of the
Group should cautiously consider the actual economic return after
thoroughly studying all risks and uncertain factors before making
any investment decision. The risks and uncertain factors reported
are summarised as below:

Extreme weathers became more common in Xinjiang.

a. Procedures in applying licence of forest harvest were
very complicated in Xinjiang. The authority for issuing
the licence was Xinjiang Production and Construction
Corps (“XPCC"). Since XPCC was being restricted by
annual quota of 637,000 m? (and further sub-divided
by artificial plantation of 46,000 m® for commercial
and 589,000 m?* for non-commercial and natural
plantation of 2,000 m3 by the General Office of the
State Council, the Group might face risk of not being
given its desired harvest number or even not being
given at all.

b.  XPCC had imposed very strict control on water usage
irrespective of the water was from rivers, lakes or
underground water.

C. Environmental control and enforcement became more
strict and being seriously attended to in Xinjiang.

d. Extremism associated with Muslim Uighurs had been a
political and social subject and should be taken into
account in planning.

e. Changes in policy, either at national level on Xinjiang

or by Xinjiang local government, might cause negative
impact on planning or operation.

The project would involve technology in different fields.
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a. Local recruitment might not be able to fill posts
requiring specific knowledge.

b.  Technician costs for construction and upgrade
plantation land in Shihezi City had driven up and it
was estimated that in 2020 technician costs might eat
up 35% of the timber costs.

Transportation costs depends on location of buyer of the
timber.

Soil degradation and salinization had to be addressed to.
Shortage of water and insects which were required for
ecosystem were factors causing soil infertility and making the
land unsuitable for planting. The project was facing a very
huge uncertainty and adverse factor in that it would require
a disproportionately large amount of investment to create a
suitable ecological environment and fertile soil to nurse the
forest.

Whilst polar had became an indispensable raw material, its
price was volatile and difficult to predict because its supply
had been highly competitive. In addition, the actual
operation costs and investment were much higher than that
originally estimated.

Due to the capital investment of the project would be
significant and of a continuous long term nature, the source
of fund and its interest element should be seriously and
cautiously taken into account.

After receiving and careful study of the report of InsideOut Due
Diligence Inc., the Group had written to Regiment 142 of XPCC,
which is the contracting party of the foresting management and
undertaking agreement, asking for the annual harvest quota that
we can be granted over a period of 10 years. We are of the view
that without knowing the volume of timber we can legally harvest
over a period of 10 years at the minimal, we are unable to do any
realistic costs and return estimate alongside with other risks and
uncertain factors advised. We are still waiting for the reply.
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Metal Recycle Business

In addition to being adversely affected by the implementation of a
Producer Responsibility Scheme on Waste Electrical and Electronic
Equipment, slow-down of local infrastructure projects and
construction sites affected our source of waste material. According
to the publication by the Census and Statistics Department in June
2019, the gross value of construction works performed at private
sector sites in the first quarter of 2019 was down by 16.6% in
real terms over a year earlier and that at public sector site was,
even worse, decreased by 28.3%. This has led to an increase in
costs of sourcing wasted materials.

Furthermore, the tightened enforcement, regulations and policies
for importation of recycled material especially into the PRC and
Vietnam continued to affect our business and development of
metal recycle business.

The Group is looking into opportunities of exporting recycled
metal materials to other South East Asia countries to alleviate
reliance on importation to the PRC market.

In addition, the Group has also been continuously exploring
investment opportunities in locations outside Hong Kong to handle
their domestic waste material.

For the year ended 30 June 2019, the Group recorded revenue
from recycled metal materials of approximately of HK$46,001,000
(2018: approximately HK$184,570,000).

Motor and Motor Accessories Business

During the year, the Group maintained business on sale of super
car "BAC Mono”, classical motorcycle “Norton”, advanced vibes
absorber “Ohlins” and leading prestige tyres “Pirelli”. In addition,
the Group became the PRC and Hong Kong distributor of high-
tech brake solutions “SBS” and the PRC and Hong Kong and
Macau dealer of high-performance air filters “Sprint Filter”. The
Group has also begun sale of used car.

In view of the current uncertain local and international political
situations and the beginning of a decline in the PRC and the Hong
Kong economy, the trend towards luxury consumption has
become cautious, and the decline in consumer sentiment has led
to continued and persisted weakness in the retail market. In view
of this, the Group will slow down the business on sale of "BAC
Mono” and motorcycle “Norton”.
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The Group will put more efforts and resources in the wholesale
business of accessories. The wholesale business of accessories,
especially “Pirelli” tyres is relatively stable as compared with sale
of motor. The management is reviewing the costs effectiveness of
various leased premises used for shop, showroom and warehouse
purposes and shall make reasonable adjustment if necessary.

For the year ended 30 June 2019, revenue from motor and motor
accessories business was approximately HK$66,547,000 (2018:
approximately HK$22,042,000).

Money Lending Business

The Group operates money lending business through a wholly-
owned subsidiary, which is a holder of money lender’s license
under the Money Lenders Ordinance (Chapter 163 of the Laws of
Hong Kong). The Group has adopted money lending policies and
procedures for handling and/or monitoring the money lending
business in compliance with the Money Lenders Ordinance.

Benefited from the tightened policy of regulated financial
institutes in relation to financial service provision, money lender
plays an important role to provide financing to the market and the
Group will balance its internal resources to different business
segments and will continue to operate the money lending business
with internally generated cash flow.

During the Year, the Group recorded loan interest income of
approximately HK$2,893,000 (2018: approximately HK$1,913,000)
from granting loans to both corporate and individual clients,
representing a relatively stable development of the money lending
segment. The outstanding principal amount of loan receivables as
at 30 June 2019 was approximately HK$23,092,000 (2018:
approximately HK$24,843,000). During the Year, the Group did
not record any doubtful or bad debt in its money lending
activities.

Securities Trading and Investment Business

During the year ended 30 June 2019, the market was still
extremely volatile and the stock market has not yet recovered its
momentum. The Group expect that the stock market in Hong
Kong remains volatile and will adopt a cautious approach in
making investment decision in securities dealing.

The volatility of the securities market had adverse effect to the
performance of the Group and as at 30 June 2019, the size of the
securities investment portfolio amounted to approximately
HK$4,883,000 (2018: approximately HK$1,098,000).
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For the year ended 30 June 2019, the Group recorded a net loss
on fair value changes on investments at fair value through profit
or loss of approximately HK$7,247,000 (2018: approximately
HK$164,000).

Details of the Group's investments at fair value through profit or
loss are set out in the sub-section headed “Significant
Investments”.

Green Technology

There was no revenue on the green technology for the year (2018:
Nil).

Golden Flower Tea Products

In May 2018, the Group had secured an exclusive right from E=R
MEEEXERERAT ("ERMZEESE") for the distribution
and sale of products associated with its golden flower plantation
for a period of 30.6 years.

The first batch of products has been launched in the market
through online sales platform F & (www.jd.com) as a pilot point
and the Group has engaged EREE MK EEREBR AT (a
subsidiary of Shenzhen Tencent Computer System Company
Limited) to launch the promotion programs. In addition, the Group
sponsored various events in both the PRC and Hong Kong to
enhance the exposure of golden flower tea products.

Although people became more focus on physical health, the
market acceptance of new health products was difficult and the
products penetration to the market was unexpectedly low.

For the year ended 30 June 2019, the Group recorded a revenue
from the sale of golden flower tea of approximately HK$27,000
(2018: Nil).

Prospects

Hong Kong is facing the biggest social and political crisis ever
since the time she was at war. It started when the extradition bill
was introduced in April with the first clash between police and
protesters on 12 June 2019 and, ever since, clashes had became
more frequent and more violent with injuries become common
during each encounter and scores of people arrested. The central
government has, after staying quiet initially, condemned the Hong
Kong protests and rightly taken a hardening approach with
warning of “stop the storm and restore order”. The
demonstrations, protests, confrontations and clashes have drawn
international attention with the USA Congress pressing an
interference to introduce “the Hong Kong Human Right and
Democracy Act 2019”. Hong Kong’s political uncertainty has been
escalating since June and, sadly, so far there is no light at the end
of the tunnel.

China Environmental Resources Group Limited
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This crisis has a tremendous negative impact on the Hong Kong
economy. The economic environment has markedly deteriorated.
Fitch Ratings and Moody had downgraded the outlook for the
Hong Kong's sovereign rating from stable to negative with Fitch
Ratings also downgraded Hong Kong's long-term foreign currency
issuer default rating to “AA” from “AA+"”. The crisis hits
Hongkongers on all walks of life and all industries across the
board. Disrupted activity and downbeat sentiment are seen
causing GDP to grow at the slowest pace since 2009 and we
expect the slowest pace reported for the second quarter will be
further deteriorated when economy data for the third quarter of
this year announced. Hong Kong is in the blink, if it is not
actually happened, of recession.

Amid a perfect storm of the ongoing China-USA trade war which
has been dragged on for over a year and see no sign of
settlement in the near future, an obvious downturn of economy in
and deteriorating prospects for China, raising anti-Chinese
sentiments in many countries and Hong Kong's recent social and
political crisis, Hong Kong's outlook was slashed.

With this in mind, the management of the Group has continued
reviewing all its existing business closely and strived to improve all
business operations and maximise their profitability to better the
financial position of the Group.

The Group has entered into a lease agreement for a premises at
Kathmandu in Nepal to operate a hotel with food and beverages
outlets. Nepal is a developing country and the leading hiking
destination for hiking lovers around the world. She has recovered
from the 2015 earthquake and her economy, especially her
tourism industry, has an impressive growth. Some of our directors
have extensive experience in hotel operations and we are
optimistic of this new stream of business will bring a stable return
to the Group.

In the worse of time there is the best of time. The Group will also
devote more efforts and resources to business diversification and
locate sustainable investments when opportunities arise to boarded
its source of income and to enhance value of the shares of the
Company.
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For the year ended 30 June 2019, turnover of the Group
decreased by 43.8% to approximately HK$119,387,000 (2018:
approximately HK$212,276,000) and gross profit of the Group
decreased by 4.8% to approximately HK$18,384,000 (2018:
approximately HK$19,303,000). Loss for the year ended 30 June
2019 decreased to approximately HK$121,140,000 as compared to
loss of approximately HK$160,586,000 of last corresponding year.
The decrease in both turnover and gross profit for the year was
mainly due to the decrease in revenue of recycled material trading
business of the Group. The loss for the year was mainly due to
the increase in administrative and operating expenses, loss arising
from the change in fair value less costs to sell of biological assets,
provision for impairment loss of intangible assets and trade
receivables. The Group considers that the change in fair value is
non-cash in nature and will not have material adverse effect on
the financial position of the Group.

For the year ended 30 June 2019, basic and diluted loss per share
were HK6 cents (2018: HK9 cents). Loss from changes in fair value
of biological assets was approximately HK$72,769,000 (2018:
approximately HK$174,687,000). Fair value gain on investment
properties was approximately HK$2,299,000 (2018: approximately
HK$7,954,000).

For the year ended 30 June 2019, the finance costs were
approximately HK$749,000 (2018: approximately HK$548,000).

Administrative expenses from operations for the year ended
30 June 2019 increased to approximately HK$61,184,000 (2018:
approximately HK$60,624,000). It included major items such as
amortisation of intangible assets of approximately HK$5,620,000,
salaries and directors’ emoluments of approximately
HK$19,977,000 and operating lease charges on land and buildings
of approximately HK$7,272,000. Income tax credit was recorded at
approximately HK$17,991,000 (2018: approximately
HK$44,475,000 credit). Exchange loss on translating foreign
operations was recorded at approximately HK$15,886,000 (2018:
gain approximately HK$17,791,000).
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Liquidity and Financial Resources

As at 30 June 2019, the total assets of the Group were
approximately HK$785,764,000 (2018: approximately
HK$919,834,000), including cash and bank balances of
approximately HK$5,551,000 (2018: approximately
HK$13,027,000).

The Group’s total borrowings as at 30 June 2019 were
approximately HK$22,000,000 (2018: Nil). The Group’s gearing
ratio (which was expressed as a percentage of total borrowings
over total equity) was 3.4% as at 30 June 2019 (2018: Nil).

As at 30 June 2019,
approximately HK$645,929,000
HK$782,955,000).

the Group’s net assets amounted to
(2018: approximately

The directors of the Company are of the view that the Group has
sufficient working capital to finance its operations and to meet its
financial obligations as and when they fall due in the foreseeable
future.

Capital Raising and Expenditure
As at 30 June 2019, details of movements in the issued share

capital of the Company is stated in note 29 to the consolidated
financial statements of this annual report.
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Significant Investments

As at 30 June 2019, the Group held approximately HK$4,883,000
investments at fair value through profit or loss. Details of the
significant investments are as follows:

Stock
Stock Name Note Code Place of incorporation
kir & Wi RHKE SRAIHE
CHINA FORTUNE FINANCIAL GROUP LTD 1T 290 Cayman Islands
tEEReREIERAF FERE
DINGYI GROUP INVESTMENT LTD 2 508 Bermuda
SEEEREFRAR ARE
WAI CHUN GROUP HOLDINGS LTD 31013 Bermuda
BEEIERERAA ARE
HANG SANG (SIU PO) INTERNATIONAL 4 3626 Cayman Islands
HOLDING CO. LTD
HANG SANG (SIU PO) INTERNATIONAL FEfE
HOLDING CO. LTD
CHINESE STRATEGIC HOLDINGS LIMITED 5 8089 Bermuda
EANRBERBRAT ARE

Notes:

China Fortune Financial Group Limited is a Hong Kong-based investment
holding company principally engaged in financial businesses. The
Company operates through five segments. The Brokerage and Margin
Financing segment is engaged in securities businesses and margin
financing in Hong Kong. The Proprietary Trading segment is engaged in
the proprietary trading of securities. The Corporate Finance segment is
engaged in the provision of corporate finance services in Hong Kong.
The Money Lending and Factoring segment is engaged in the provision
of money lending and factoring services in Hong Kong. The Consultancy
and Insurance segment is engaged in the provision of consultancy
services and insurance brokerage services in Hong Kong. No dividend
was received for the year ended 30 June 2019. According to its latest
published financial statements, it had a net asset value of approximately
HK$407,726,000 as at 31 March 2019.

China Environmental Resources Group Limited
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Dingyi Group Investment Limited is an investment holding company
principally engaged in the business of loan financing. Together with its
subsidiaries, the Company operates business through its five segments.
The Loan Financing Business segment is involved in the loan financing
through its surplus funds. The Properties Development Business segment
is involved in the construction and sale of properties. The Food and
Beverages Business segment is involved in the operation of a restaurant
in Beijing, China. The Securities Trading Business segment is involved in
the investment of securities trading business. And the Other Business
segment. In addition, the Company is also involved in the trading of
wine. No dividend was received for the year ended 30 June 2019.
According to its latest published financial statements, it had a net asset
value of approximately HK$1,531,378,000 as at 31 March 2019.

Wai Chun Group Holdings Limited is an investment holding company
mainly engaged in the sale of mobile phones and electronic
components. Along with subsidiaries, the Company operates its business
through three segments. The General Trading segment is engaged in the
distribution of mobile phones and electronic components. The Service
Income segment is involved in the design, consultation and
manufacturing of information system softwares and provides related
management training services. The Sales and Integrated Services segment
is engaged in the sale of computer and communication systems and
provides related integration services. In addition, the Company also
provides telecommunications infrastructure solution services. No dividend
was received for the year ended 30 June 2019. According to its latest
published financial statements, it had net liabilities of approximately
HK$170,068,000 as at 31 March 2019.

Hang Sang (Siu Po) International Holding Company Limited is an
investment holding company. The Company is principally engaged in the
manufacturing and sale of apparel labels and packaging printing
products. The Company’s products include hangtags, size tapes, labels,
such as woven labels, heat transfer labels and printed labels, header
cards, stickers, price tickets, plastic packaging bags and packaging
boxes. Its subsidiaries include Hang Sang (Siu Po) Holding Limited, Hang
Sang (Siu Po) Press Company Limited and A W Printing & Packaging
Limited. Dividend income of approximately HK$28,000 was received
during the year. According to its latest published financial statements, it
had a net asset value of approximately HK$94,780,000 as at
31 December 2018.

Chinese Strategic Holdings Limited is a Hong Kong-based investment
holding company principally engaged in the financing business. The
Company operates through three business segments. The Properties
Investments segment is engaged in the investment in properties for
rental income. The Securities Trading segment is engaged in the trading
of securities and dividend income from investments held for trading. The
Loan Financing segment is engaged in the provision of financing
services. No dividend was received for the year ended 30 June 2019.
According to its latest published financial statements, it had a net asset
value of approximately HK$226,252,000 as at 30 June 2019.
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Employment and Remuneration Policy

As at 30 June 2019, the Group had 53 (2018: 49) employees in
both Hong Kong and the PRC. The Group implements
remuneration policy, bonus and share option scheme to ensure
that pay scales of its employees are rewarded on a performance
related basis within the general framework of the Group’s
remuneration.

Charges on the Group Assets

Details of the charges of assets of the Group are set out in note
17 to the consolidated financial statements of this annual report.

Dividend

The directors of the Company do not recommend or declare the
payment of any dividend in respect of the year ended 30 June
2019 (2018: Nil).

Exposure to Fluctuations in Exchange Rate

Most of the transactions, income and expenditure of the Group
are denominated in Great British Pound (“ £ "), Renminbi (“RMB"),
United States dollar (“USD"”) and Hong Kong dollar (“HK$") and
no hedging or other arrangements to reduce the currency risk
have been implemented.

Contingent Liabilities

As at 30 June 2019, the directors of the Company are not aware
of any material contingent liabilities.

Yeung Chi Hang
Chairman

Hong Kong, 27 September 2019
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Mr. Yeung Chi Hang, aged 40, was appointed as Executive
Director on 16 January 2014. Mr. Yeung was also appointed as
the Chairman and chief executive officer of the Company on
27 January 2015. Mr. Yeung is a substantial shareholder of the
Company. Mr. Yeung studied at Camosun College, Canada and
has over 10 years of experience in investment, hotel management
and in operating entertainment businesses.

Mr. Leung Kwong Choi, aged 63, was appointed as Executive
Director on 6 October 2008. He is also the Chairman of the
investment committee of the Company. Mr. Leung holds a
Bachelor of Social Science Degree from the Chinese University of
Hong Kong. He had been working for 10 years in the marketing
department of Hang Lung Development Ltd. since graduation. Mr.
Leung had also served the positions of executive director of Top
Glory Holdings Ltd., China Food Ltd. and Cheung Tai Hong
Holdings Ltd., all of which are companies with shares listed on
The Stock Exchange of Hong Kong Limited. Mr. Leung has over
28 years of real estate and business experience in Hong Kong and
the PRC concentrating in property investment and development,
acquisition and merger, deal marking and investment projects
arrangement. He resigned as an independent non-executive
director of Top Spring International Holdings Limited (stock code:
3688) with effect from 2 January 2018.

Mr. Wong Po Keung, aged 48, was appointed as Executive
Director on 30 September 2013. He is also the director of certain
subsidiaries of the Company, the financial controller and a
member of the investment committee of the Company. Mr. Wong
holds a Master degree in business administration from the
University of South Australia. He is a fellow member of both the
Association of Chartered Certified Accountants and the Hong
Kong Institute of Certified Public Accountants. He has ample
experience in auditing, accounting, financial management and
company secretarial practices in respect of listed companies.

Mr. Chung Siu Wah, aged 62, was appointed as Executive
Director on 14 August 2014. Mr. Chung started his career in 1976
by joining the Hong Kong Government as a Customs Inspector. He
obtained his law degree with honour at the University of London
in 1986 and further obtained his Postgraduate Certificate of Laws
at University of Hong Kong in 1987. He resigned from the
Customs and Excise Department in 1987 and started his legal
career. He has been a solicitor practicing in Hong Kong since
1989. He joined Messer. Tony Kan & Co. in 1987 and became a
partner in 1992. He retired from the partnership in 2004 but
continues to associate with the law firm as a consultant till now.
Mr. Chung has over 8 year experience in the hotel, gaming and
entertainment industry. Mr. Chung has also experience in the
management of listed company at Hong Kong. He was appointed
as an executive director of Daido Group Limited (stock code: 544)
for the period from 9 September 2011 to 5 August 2013.
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Mr. Chik To Pan, aged 40, was appointed as Executive Director
on 15 April 2016. He is the director of one of the subsidiary of
the Company. Mr. Chik has wide experience in licensing of
karaoke music products, operating entertainment businesses and
wedding service business. Mr. Chik has also experience in the
management of listed company at Hong Kong. He was appointed
as an executive director of United Power Investment Limited (now
named as Culture Landmark Investment Limited) (a company listed
on the Main Board of the Stock Exchange) (stock code: 674) for
the period from 8 March 2005 to 24 January 2008.

Mr. Wong Kwai Sang, aged 67, was appointed as an
Independent Non-executive Director on 2 March 2009. He is also
a member of the audit committee, remuneration committee and
nomination committee of the Company. Mr. Wong had been an
Independent Non-executive Director, member of audit committee
and member of remuneration committee of the Company since
3 July 2002. He resigned on 4 July 2008 as he himself had a long
term personal assignment stationed in Shanghai. Mr. Wong had
completed his assignment in Shanghai and returned to Hong
Kong. He holds a Bachelor of Social Sciences degree from the
University of Hong Kong. He is a property consultant and a fellow
member of the Hong Kong Institute of Real Estate Administrators
and the Australian Institute of Building respectively.

Mr. Ong Chi King, aged 46, was appointed as Independent
Non-executive Director on 27 January 2014. He is also the
chairman of audit committee, nomination committee and
remuneration committee. Mr. Ong is a member of the Hong Kong
Institute of Certified Public Accountants and a fellow member of
the Association of Chartered Certified Accountants. Mr. Ong
received a bachelor's degree in business administration from The
Hong Kong University of Science and Technology and a master’s
degree in corporate finance from The Hong Kong Polytechnic
University. Mr. Ong has more than 20 years of experience in
accounting, finance and company secretarial fields and held senior
positions in finance and company secretarial departments in
various listed companies listed on the Main Board of the Stock
Exchange. Mr. Ong is currently an executive director of Deson
Construction International Holdings Limited (stock code: 8268).
Mr. Ong is also as an independent non-executive director of Larry
Jewelry International Company Limited (stock code: 8351). He
resigned as an independent non-executive director of KSL Holdings
Limited (stock code: 8170), King Force Group Holdings Limited
(stock code: 8315), Wan Kei Group Holdings Limited (stock code:
1718), WLS Holdings Limited (stock code: 8021), Capital VC
Limited (stock code: 2324) and Hong Kong Education (Int'l)
Investments Limited (stock code: 1082) with effect from 2 June
2016, 19 September 2016, 8 March 2017, 29 March 2017,
31 March 2017 and 9 November 2017, respectively.

Mr. Ong was a director of Fitness Concept International Holdings
Limited prior to its dissolution. The said company was
incorporated in the Cayman Islands and was dissolved on 30 June
2005 by striking off due to cessation of business.
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Mr. Heung Chee Hang, Eric, aged 51, was appointed as
Independent Non-executive Director on 16 January 2015. He is
also a member of audit committee, remuneration committee and
nomination committee. He is a qualified solicitor admitted to the
Supreme Court of Hong Kong and a Civil Celebrant of Marriages.
Mr. Heung received a bachelor’s degree in Law from University of
Leicester England. He has more than 22 years of experience in the
legal profession.

Mr. Heung is presently a partner of Messrs. Wong Heung Sum &
Lawyers, consultant of Messrs. Tung, Ng, Tse & Lam, Solicitors,
director of Lions Clubs of Kwai Tsing HKSAR, committee legal
adviser of the Association of the Hong Kong Members of
Shandong’s Chinese People’s Political Consultative Conference,
executive committee member of Basic Law Institute Limited,
Honorary President of Hong Kong Guangxi Beihai City Friendship
Association Limited Standing Council and committee member of
USRC Standing Disciplinary. He was appointed as an independent
non-executive director of Gold Tat Group International Limited
(stock code: 8266) for the period from 18 August 2000 to
3 March 2015. He resigned as an independent non-executive
director of Zhong Fa Zhan Holdings Limited (stock code: 475) and
WE Solutions Limited (Stock Code: 860) with effect from
20 October 2017 and 17 December 2018, respectively.
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The Board has pleasure to present their annual report together
with the audited consolidated financial statements of the Group
for the year ended 30 June 2019.

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

Particulars of principal subsidiaries of the Company are set out in
Note 37 to the consolidated financial statements on pages 140 to
142.

The results of the Group for the year ended 30 June 2019 are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 60 to 61.

The business review of the Group and an analysis of the Group’s
performance during the vyear using financial key performance
indicators are set out in the section headed “Management’s
Report” on pages 4 to 18 of this annual report.

Description of possible risks and uncertainties that the Group may
be facing can be found in the section headed “Management’s
Report” and Note 5 to the consolidated financial statements on
pages 91 to 97 of this annual report.

The Board does not recommend or declare the payment of a
dividend for the year ended 30 June 2019 (2018: Nil).
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For the purpose of determining the entitlement of the
shareholders of the Company to attend and vote at the annual
general meeting, the register of members of the Company will be
closed from Wednesday, 6 November 2019 to Monday,
11 November 2019 (both days inclusive), during which period no
transfer of share(s) will be affected. In order to be eligible to
attend and vote at the annual general meeting, all transfers
documents, accompanied by the relevant share certificates, must
be lodged with Union Registrars Limited, the branch share
registrar and transfer office of the Company in Hong Kong, at
Suites 3301-04, 33/F., Two Chinachem Exchange Square, 338
King’s Road, North Point, Hong Kong for registration not later
than 4:30 p.m. on Tuesday, 5 November 2019.

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

Movement of share capital during the year

Details of the share capital of the Company and its movements
during the year ended 30 June 2019 are set out in Note 29 to the
consolidated financial statements.

Details of movements in reserves of the Group during the year are
set out in the consolidated statement of changes in equity on
page 64.

Distributable reserves of the Company at 30 June 2019 amounted
to approximately HK$312,105,000. Under section 34 of the
Companies Law (Revised) of the Cayman Islands, the share
premium is available for distribution to the Shareholders subject to
the provisions of the articles of association of the Company (the
“Articles of Association”), and no distribution may be paid to the
Shareholders out of the Company’s share premium unless the
Company shall be able to pay its debt as they fall due in the
ordinary course of business.

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

Details of pledge of assets during the year are set out in Note 17
to the consolidated financial statements.
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The Directors during the financial year and up to date of this
report were:

Executive Directors

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

Independent Non-executive Directors

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

Pursuant to the Articles of Association, Mr. Yeung Chi Hang, Mr.
Wong Po Keung and Mr. Ong Chi King being the existing
Directors longest in office since their last re-election, will retire by
rotation and being eligible offer themselves for re-election.

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

The Company has received, from each of Independent Non-
executive Director, a written annual confirmation of his
independence pursuant to Rule 3.13 of the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock Exchange.
The nomination committee of the Company and the Board
considered that all Independent Non-executive Directors are
independent.
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As at 30 June 2019, the interests and short positions held by each
Director and chief executive of the Company and their associates
in shares, underlying shares or debentures of the Company or any
of its associated corporation, if any, (within the meaning of Part
XV of the Securities and Futures Ordinance (the *“SFO")), as
recorded in the register required to be kept by the Company
under Section 352 of the SFO or otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 of the Listing Rules were as

follows:

RZZE-NFAA=+B AQRSES
MESTBRABMRKRE ZBEARKRAF
SEATAARMAE (W A) CEE R ES LB
B G155 75 & B8 5 61 1) E£XVED) Z B
- MR DN EST A IRBEES &
SRPIEIS2ERNAFMEFES LMLk s
Eam NAER  SRE BT R RIMT Sk 1 AT SR
ETRTAESETEFRZINZEESTH
(BAE<FAI]) BRMEARNAR KRBT 2
m=MEAEWT

Long positions in shares and underlying shares of the RAAFTKRH RERKRGBZRER

Company

Name of Director

EFRS

Mr. Yeung Chi Hang
mEELLE

Mr. Chung Siu Wah
EOBLE

Mr. Chik To Pan
BB & £

Mr. Wong Po Keung
BERBLLE

Mr. Leung Kwong Choi
RES KA

Mr. Ong Chi King
Frats

Mr. Wong Kwai Sang
BEAELE

Mr. Heung Chi Hang, Eric
SEELLE

Note:

Capacity in which
interests are held

BAESZSH
Beneficial owner
EnlEEA
Beneficial owner
Em A A
eneficial owner
=B A
eneficial owner
HHEBA
eneficial owner
=B A
eneficial owner

TR A A

eneficial owner

S BB A

i

\

i &

o
E\

i &

il
E\

v o]

g

/

m &

\

m§ &

\

Beneficial owner
EnlBEEA

Number of shares/underlying shares
held in the Company
ALK AERBEE
Total interests
as to% to the
issued share

Interest under capital as at
Interests in equity Total 30 June 2019
shares  derivatives interests (Note)
RZB-nE
~A=t+ B
. BB BT
REREHL BEZES b
Ript#Ezm TRZER EREE (BiaE)
268,248,000 16,942,817 285,190,817 14.00%
— 16,942,817 16,942,817 0.83%
— 16,942,817 16,942,817 0.83%
— 16,942,817 16,942,817 0.83%
— 1,500,000 1,500,000 0.07%
— 1,000,000 1,000,000 0.05%
= 1,000,000 1,000,000 0.05%
— 1,000,000 1,000,000 0.05%
et

The percentage of shareholding was calculated on the basis of the Company’'s #BRESLHE T —NLFENA=ZTHAREE T

issued share capital of 2,036,538,114 shares as at 30 June 2019.
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Save as disclosed above, as at 30 June 2019, none of the
Directors, chief executive of the Company or their respective
associates had any other personal, family, corporate and other
interests or short positions in shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

The shareholders of the Company approved the adoption of a new
share option scheme on 11 November 2015 (the”2015 Share
Option Scheme”). The purpose of the 2015 Share Option Scheme
is to provide the Group with a flexible means of giving incentive
to, rewarding, remunerating and or providing benefits to the
eligible persons and to provide the eligible persons with all
opportunity to acquire a personal stake in the Group and to build
common objectives of the Group and the eligible persons for the
betterment of business and profitability of the Group and the
Shareholders as a whole. The 2015 Share Option Scheme shall be
valid and effective for a period of 10 years from its adoption. An
ordinary resolution was passed at the extraordinary general
meeting held on 29 July 2016 to refresh the scheme mandate limit
under the 2015 Share Option Scheme. Based on 1,697,138,114
shares in issue of the Company as at the date of passing the
ordinary resolution, the Company can grant further options under
the 2015 Share Option Scheme for subscription of up to a total
of 169,713,811 shares, representing 10% of the shares in issue of
the Company as at the date of passing the ordinary resolution
and as at the date of this report. The details of the 2015 Share
Option Scheme and valuation of options are set out in Note 30 to
the consolidated financial statements.
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The following table set out movements in the Company’s share NERHI|RE —T—AEFEERET DK

options granted under the 2015 Share Options Scheme during the HZ AXGIEREZ FRAZH :
year:
Number of Share Options
BRiEHE
Exercise As at As at
Capacity Date of grant price Exercisable period 1July 2018  Granted Exercised Cancelled  Lapsed 30 June 2019
o R=%-\% - R-B-1%
B BHEH e f7EH tHh-8 ERE Efff E#HE EX¥ AA=Z+H
Executive Directors
BiTES
Yeung Chi Hang 22 April 2016 0.2064 22 April 2016 — 21 April 2026 14,142,817 — - — — 14142817
BEE ZE-R~ENAZtZA “T-REMA-t-REZ
ZZ-RFMAZT-H
5 June 2018 0.317 5 June 2018 — 4 June 2028 2,800,000 - — — - 2,800,000
ZZ-N\EXARER 2 \fAALRE
2 \ERARA
Chung Siu Wah 22 April 2016 0.2064 22 April 2016 — 21 April 2026 14,142,817 - — - — 14142817
)¢ “EB-A¥BA-tZA “E-R¥BA-t-HE
ZBZRERAZT-A
5 June 2018 0.317 5 June 2018 — 4 June 2028 2,800,000 - — - - 2,800,000
—Z-N\EXAER ZE-\EXARAE
ZEZN\EXAEA
Chik To Pan 22 April 2016 0.2064 22 April 2016 — 21 April 2026 14,142,817 - — - — 14142817
R “E-AFBAZTZR “E-AFEA-4ZRE
ZE-REMAZT-R
5 June 2018 0.317 5 June 2018 — 4 June 2028 2,800,000 - — - - 2,800,000
ZZ-\EXARER T \ERARAE
“E-\$RARA
Wong Po Keung 22 April 2016 0.2064 22 April 2016 — 21 April 2026 14,142,817 — - — — 14142817
ARA 2 "¥BA-tzA ZZ-N¥MA-1ZRE
ZZ-REMAZT-H
5 June 2018 0.317 5 June 2018 — 4 June 2028 2,800,000 - — — - 2,800,000
ZZ-\EXARER ZZ-\55ARRZE
B \ERARA
Leung Kwong Choi 5 June 2018 0.317 5 June 2018 — 4 June 2028 1,500,000 - — - - 1,500,000
RET —Z-N\EXAER ZE-\EXARAE
ZRZ\EXANA
Independent Non-executive Directors
BUEHTES
Ong Chi King 5 June 2018 0.317 5 June 2018 — 4 June 2028 1,000,000 - — — - 1,000,000
T ZZ-N\EXARER “E-\fAALRE
ZE-\ERARA
Wong Kwai Sang 5 June 2018 0.317 5 June 2018 — 4 June 2028 1,000,000 - — - - 1,000,000
BEHE “Z-N\EXAER ZE-\EXARAEE
ZER-\EXANA
Heung Chee Hang, Eric 5 June 2018 0.317 5 June 2018 — 4 June 2028 1,000,000 — — — — 1,000,000
EEE ZE-N\¥XALA - \ERAREE
2 \ERARA
Employees and Others
SEIREM
An employee 22 April 2016 0.2064 22 April 2016 — 21 April 2026 14,142,817 - — — — 14142817
AT - FMmA=t+=A ZE-AEMA-TCRE
ZEZRERAZT-A
Employees and others 5 June 2018 0.317 5 June 2018 — 4 June 2028 39,200,000 - - — — 39,200,000
BIRHM ZE-N\¥XALA T \ERAREE
2 \$RARA
125,614,085 — — — — 125,614,085
FRERIEEREEBR DA F



The closing price of the Company’s shares immediately before the
date of grant of the options was HK$0.320.

As at 30 June 2019, options to subscribe for an aggregate of
125,614,085 shares of the Company were outstanding,
representing 6.17% of the shares in issue of the Company as at
the date of this report.

No option was granted, exercised, cancelled or lapsed during the
year.

As at 30 June 2019, the following persons, other than Directors or
chief executive of the Company, were interested or had short
positions in more than 5% of shares and underlying shares of the
Company or its subsidiaries according to the register required to
be kept under Section 336 of the SFO as follows:

Long positions in shares and underlying shares of the
Company

AAREEBRERL ST ZRGe MK
18 /50.320/% 7T o

RZZE—AFERNA=1+H  AIRBELRAQT
& $£125,614,0850% % 0 2 BE IR #E R E 1T
F EARRRIRARE B H6.17%E 817

B fp e

BERERENFAERL 176 FiHxk
R e

RIBE S5 R HIBGRPIFE336IKMEFE S M
RN _T-NAFRA=TH UTA
T(UEEHARAKSTHRAB)ESR
ARRHEMBRRZ RN REBRN5%
ANERERFERWT :

REAABRBRERAKRGBZRE

Number of shares/underlying
shares held in the Company

Fifx A RE HRRGHE

Capacity in which

Name of Shareholders interests are held Interest in shares

BRESZ BEERZSH B 15 #E 25
Mr. Chu Ying Man Beneficial Owner 135,000,000
KREXGEHE EnEAA

Mr. Li Xiaowu Beneficial Owner 117,138,000
PR EE EnEAA

Note:

The percentage of shareholding was calculated based on the Company's issued
share capital of 2,036,538,114 shares as at 30 June 2019.
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% to the issued

share capital as at

Total interest 30 June 2019 (Note)
R-ZF—h%E
NA=THEREE
HEBT
BEAZEAL

(Pt 5E)

6.63%

EREH
135,000,000

117,138,000 5.75%
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Save as Share Option Scheme disclosed above, at no time during
the year, was the Company or any of its associated corporations a
party to any arrangement to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures
of the Company or any other body corporate and none of the
Directors or their spouses or children under 18 years of age was
granted any right to subscribe for any shares in, or debentures of,
the Company or any of its associated corporations.

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

On 6 July 2016, Harvest Top Development Limited, an indirect-
wholly-owned subsidiary of the Company, as tenant, has entered
into the Tenancy Agreement with High Brand Limited as landlord,
in respect of the leasing of the Property for a term of 2 years
commencing from 1 August 2016 with a rental of HK$173,740
per month. As High Brand Limited is a company which is indirectly
owned as to 50% by Ms. Ma Shu Chin, mother of Mr. Yeung Chi
Hang, an executive Director, the Chairman and chief executive
officer of the Company and a substantial shareholder, High Brand
Limited is a connected person of the Company under the Listing
Rules and the Tenancy Agreement constituted a continuing
connected transaction of the Company for the purpose of the
Listing Rules.

On 20 July 2018, Harvest Top Development Limited, an indirect-
wholly-owned subsidiary of the Company, as tenant, has entered
into the Tenancy Agreement with High Brand Limited as landlord,
in respect of the leasing of the Property for a term of 2 years
commencing from 1 August 2018 with a rental of HK$176,295
per month. As High Brand Limited is a company which is indirectly
owned as to 50% by Ms. Ma Shu Chin, mother of Mr. Yeung Chi
Hang, an executive Director, the Chairman and chief executive
officer of the Company and a substantial shareholder, High Brand
Limited is a connected person of the Company under the Listing
Rules and the Tenancy Agreement constituted a continuing
connected transaction of the Company for the purpose of the
Listing Rules.
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Pursuant to Rule 14A.56 of the Listing Rules, the board of
directors engaged the auditor of the Company to carry out
assurance procedures in respect of the continuing connected
transactions of the Group in accordance with Hong Kong
Standard on an Assurance Engagements 3000 (Revised)”Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has reported the conclusion to the
board of directors by confirming in a letter to the effect that
nothing has come to its attention that causes it to believe that the
above transactions:

(1) have not been approved by the Board;

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

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

(4)  have exceeded the cap.

The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.
The independent non-executive directors have reviewed the
continuing connected transactions and the report of the auditor
and have confirmed that the transactions have been entered by
the Group:

(i) in the ordinary and usual course of the Group’s business;

(i) either on normal commercial terms or on terms no less
favorable to the Group than terms available to or from
independent third parties; and

(iii) in accordance with the relevant agreements governing such

transactions on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

China Environmental Resources Group Limited
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The related party transaction relating to rental expenses disclosed
in Note 36(a) to the consolidated financial statements was a
connected transaction for which the disclosure requirements under
Chapter 14A of the Listing Rules have been met and is mentioned
in the above paragraphs. Other related party transactions taken
place in financial year ended 30 June 2019 which were disclosed
in Note 36(a) and (b) to the consolidated financial statements did
not constitute connected transactions of the Company which are
required to be disclosed under Chapter 14A of the Listing Rules.

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

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

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

The Board believes during the year ended 30 June 2019, the
Directors did not have interests in any businesses which compete
or are likely to compete, either directly or indirectly, with the
businesses of the Group.
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During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's listed
securities on the Stock Exchange.

As at 30 June 2019, the Group had 53 employees (2018: 49
employees) in both Hong Kong and the PRC. The Group
implements remuneration policy, bonus and share options scheme
to ensure that pay scales of its employees are rewarded on a
performance-related basis within the general framework of the
Group’s remuneration.

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

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

(i)  reducing energy consumption by using energy-saving light
bulbs in the corridors and the reception area of its offices;

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

(iv) reducing the use of disposable products by, for example,
cancelling the distribution of plastic bags in office.

The report of Environmental, Social and Governance of the Group
will be available at the HKEXnews website of Hong Kong
Exchanges and Clearing Limited (www.hkexnews.hk), Singapore
Exchange Limited (www.sgx.com) and Company’'s website
(www.cergroup.com.hk).
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During the year ended 30 June 2019 and up to the date of this
report, the Group have complied with all the relevant laws and
regulations in the Mainland China and Hong Kong that have a
significant impact on the Group.

During the year,
donations.

the Group did not make any charitable

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

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

In the year under review, the sales to the Group’s five largest
customers accounted for approximately 61.2% of the total sales
for the year and the sales to the largest customer included therein
amounted to 35.7%. Purchases from the Group’s five largest
suppliers accounted for approximately 60.9% of the total
purchases for the year and the purchase from the largest supplier
included therein amounted to approximately 45.8%.

None of Directors, any of their associates or any substantial
Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers or five
largest suppliers.
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The Group’s management policies, working environment, career
prospects and employees’ benefits have contributed to building a
good employee relations and employee retention of the Group.
The Group offers competitive remuneration packages
commensurate with industry practice and provides various fringe
benefits to employees including medical benefits, social insurance,
provident funds, bonuses and a share option scheme. The
management regularly reviews its employee’s remuneration
packages to ensure they are up to prevailing market standard.

The Group keeps a high standard in selecting reputable and
reliable suppliers, in order to meet our own quality, safety,
environmental and product criteria. During the year ended
30 June 2019 and up to the date of this report, the Group
maintained good relationship with its suppliers. The Group has a
well-established business relationship with the customers.

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

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

During the year end 30 June 2019, the Group has utilized the
balance of proceeds of approximately HK$5.0 million for operating
expenses.
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The consolidated financial statements of the Group for the year ZA&EB#HZ_—_ZT—NLFENA=ZTHILFE
ended 30 June 2019 were audited by ZHONGHUI ANDA CPA  HJ%r Aﬁﬁ@&%aﬂaﬁf &) 1% B AN P [E &
Limited as auditors of the Company. A resolution will be proposed ZE&:tEIEHAAR D T%* NN

at the forthcoming annual general meeting of the Company to re- REEREBEFAT LRERFER BB
appoint ZHONGHUI ANDA CPA Limited as auditors of the EPE%i;\.JEﬂi%ﬁﬂﬁﬁﬁﬁE IV % WG]
Company. % B A -

On behalf of the Board RERESZE

China Environmental Resources Group Limited TERREREEFRAT

Yeung Chi Hang FiE

Chairman BmEiE

Hong Kong, 27 September 2019 BEE ZE-NFAAZ+tH
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The Board is committed to maintain and ensure high standards of
corporate governance practice. The Company stresses the
importance of maintaining the quality of the Board by ensuring
that the Directors possess a wide range of expertise and the
effective implementation of an accountability system, so as to
ensure that business activities and decision making processes are
regulated in a proper manner.

The Company has complied with the code provisions as set out in
the Corporate Governance Code (the “CG Code”) contained in
Appendix 14 to the Rule Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) for the year ended
30 June 2019, except the followings:

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

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

Code provision E.1.2 of the CG Code stipulates that the chairman
of the board should attend the annual general meeting. Mr.
Yeung Chi Hang was unable to attend the annual general meeting
of the Company held on 12 November 2018 due to business trips.
Mr. Wong Po Keung, an executive director, was elected and acted
as chairman of the said annual general meeting.

The Board is charged with the responsibility of leadership and
control of the Group. The Board promotes success of the Group
and makes decisions objectively in the best interests of the Group.

China Environmental Resources Group Limited
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The Board'’s role is mainly to direct and supervise the affairs of the
Group, establish its strategic directions and set objectives and
business development plans. The Board authorizes the
management to manage the day-to-day business operation of the
Group. In addition, the Board has also delegated various
responsibilities to the various Board committees and the Chief
Executive Officer.

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

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

During the year, the Board held 6 meetings, including 4 regular
meetings, and had also transacted its business by written
resolutions. The Directors participated these meetings in person or
through electronic means of communication. The attendance of
Board meetings of each Director during the year is set out as
below:

Name of Directors

EEgZ

Executive Directors BITES
Mr. Yeung Chi Hang BEELE
Mr. Leung Kwong Choi RETFHE
Mr. Wong Po Keung |IRR L HE
Mr. Chung Siu Wah @ REE &
Mr. Chik To Pan BB R % A&
Independent Non-executive Directors BIFERITES
Mr. Ong Chi King FFEEE
Mr. Wong Kwai Sang BEEAEXE
Mr. Heung Chee Hang, Eric BEEXRE
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Number of Board meetings
attended/Number of Board
meetings held
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3/6
6/6
6/6
4/6
6/6

6/6
4/6
5/6
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The Directors are provided with relevant information to make
informed decisions. The Board and each Director have separate
and independent access to the Company’s senior management for
information and making enquires if necessary. A Director, who
considers there is necessary to seek independent professional
advice in order to perform his duties as a Director, may convene,
or request the company secretary of the Company (the “Company
Secretary”) to convene, a Board meeting to approve the
consultation of independent legal or other professional adviser for
advice at the Company’s expenses.

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

Every Director is entitled to have access to the advice and service
of the Company Secretary with a view to ensure that the Board
procedures and applicable rules and regulations are complied
with.

All' minutes are kept by the Company and are open for
inspections by any Director during normal office hours by giving
reasonable advance notice. Minutes of the Board meetings and the
Board committee meetings record in sufficient details the matters
considered in the meetings and decisions reached. Draft and final
versions of minutes of the Board meetings and Board committee
meetings have been sent to all Directors and relevant Board
Committee members for their comments and records respectively
within a reasonable time after the relevant meetings were held.

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

To the best knowledge of the Board, there is no financial,

business, family or other material/relevant relationship(s) between
the members of the Board.

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

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

Information and responsibilities of all Directors are contained in
this annual report on pages 19 to 21.

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

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

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

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

In accordance with the CG Code and the Articles of Association,
all Directors, including Independent Non-executive Directors, are
subject to retirement by rotation once every three years.

Composition of the Board will be reviewed regularly by the Board
and also by the nomination committee of the Company to ensure
that it covers a balance of expertise, skills and experience
appropriate for the requirements of the business of the Company.

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

Each Director had entered into an appointment letter with the
Company setting out the key terms and conditions of his
appointment. The Directors are required to refer to the relevant
key terms and conditions as set out in the Articles and Association
and the guidelines for Directors and Guide for Independent
Non-executive Directors (if applicable) published by the Hong Kong
Institute of Directors.

All Independent Non-executive Directors are appointed for a
specific term, subject to retirement by rotation under the Articles
of Association. The term of office of Mr. Wong Kwai Sang, Mr.
Ong Chi King and Mr. Heung Chee Hang, Eric as Independent
Non-executive Director is for three years until 1 March 2021,
26 January 2020 and 15 January 2021 respectively.
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The Board has received from each Independent Non-executive
Director a written annual confirmation of his independence and is
satisfied with their independence in accordance with the Listing
Rules. The Company considers that all Independent Non-executive
Directors meet the independence guidelines set out in Rule 3.13
of the Listing Rules and are independent to the Company.

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

The primary duties of the Audit Committee includes:

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

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

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

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

reservation arising therefrom;

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

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

During the year, the Audit Committee held 2 meetings. The

attendance of Audit Committee meetings of each member is set
out below:

Name of the Audit Committee Members

BExEZEENENRSE

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

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

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

policy.

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

1. to review the Company’s emolument policy and structure for
all Directors;
2. to review management’'s remuneration proposal with

reference to the corporate goals and objective of the Board;
and

3. to recommend the remuneration of individual Executive

Director and Independent Non-executive Director.
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During the year, the Remuneration Committee held 1 meeting.
The attendance of Remuneration Committee meeting of each
member is set out below:

Name of Remuneration Committee
Members

FWNEEERENS

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

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

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

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

The primary duties of the Nomination Committee includes review
of the structure, size and composition of the Board and board
diversity policy on a regular basis, assessing new candidates for
appointment as Directors and the independence of Independent
Non-executive Directors and considering the retirement and
re-election of the Directors.
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Set out below is the summary of work of the Nomination
Committee done during the year:

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

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

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

During the year, the Nomination Committee held 1 meeting. The

attendance of Nomination Committee meetings of each member is
set out below:

Name of Nomination Committee

Members

REZEEFERSZ

Mr. Ong Chi King FFAREE
Mr. Wong Kwai Sang mEESLE
Mr. Heung Chee Hang, Eric S EBEEE

The Board has also adopted a nomination policy (the “Nomination
Policy”) which sets out the selection criteria and procedure of
appointing and re-appointing a Director. The selection criteria
used in assessing the suitability of a candidate include, inter alia,
such candidate’s academic background and professional
qualifications, relevant experience in the industry, character and
integrity etc.

Pursuant to the Nomination Policy, the nomination committee
reviews the structure, size and composition of the Board
periodically and make recommendation on any proposed changes
to the Board to complement the Company’s corporate strategy.
When it is necessary to fill a casual vacancy or appoint an
additional director, the nomination committee identifies or selects
candidates as recommended to the committee pursuant to the
criteria set out in the Nomination Policy. Based upon the
recommendation of the nomination committee, the Board
deliberates and decides on the appointment. In addition, every
director shall be subject to retirement by rotation or re-election at
least once every three years and shall be eligible for re-election at
each annual general meeting. The nomination committee shall
review the overall contribution and service to the Company,
expertise and professional qualifications of the retiring directors,
who offered himself/herself for re-election at the annual general
meeting, to determine whether such director continues to meet
the criteria as set out in the Nomination Policy.
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Under the Companies Law of Cayman Islands and the
Memorandum and Articles of Association of the Company,
dividends may be paid out of the profits of the Company, or
subject to solvency of the Company, out of sums standing to the
credit of the share premium account of the Company. However,
no dividend shall exceed the amount recommended by Directors of
the Company.

Declaration and recommendation of payment of dividends of the
Company is subject to the approval of the Directors of the
Company, depending on results of operations, working capital,
financial position, future prospects, and capital requirements, as
well as any other factors which the Directors of the Company may
consider relevant from time to time. Any future declaration,
recommendation and payment of dividends of the Company may
or may not reflect the historical declarations and payments of
dividends and will be at the absolute discretion of the Directors of
the Company. The Company does not have any predetermined
dividend payout ratio.

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

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

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

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

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

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

5. to review the Company’s compliance with Appendix 14
(Corporate Governance Code and Corporate Governance
Report) of the Listing Rules.
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The Directors have disclosed to the Board the number and nature
of offices held in public companies or organizations and other
signification commitments. The Board will regularly review the
contribution required by each Director to perform his
responsibilities to the Company and whether he is spending
sufficient time performing his duties.

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

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

In addition, the Directors are provided with monthly updates on

the Company’s performance and position to enable the Board as
a whole and each Director to discharge their duties.
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All Directors are encouraged to participate in continuous
professional development to develop and refresh their knowledge
and skills. According to the records provided by the existing
Directors, all Directors have participated in continuous professional
development during the year.
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Attending expert
briefing/seminars/

Reading regulatory conference relevant

Name of Directors

EXHa

Mr. Yeung Chi Hang HBEELE
Mr. Leung Kwong Choi RESRE
Mr. Wong Po Keung HRE K E
Mr. Chung Siu Wah §E DL &
Mr. Chik To Pan B E R % &
Mr. Ong Chi King FFEEE
Mr. Wong Kwai Sang sEEEXE
Mr. Heung Chee Hang, Eric EEELE

The Company has arranged directors’ and officers’ liabilities
insurance for all Directors and the senior management of the
Company. The insurance covers them against costs, charges,
expenses and liabilities incurred arising out of the corporate
activities.

The Company has adopted the Model Code for Securities
Transaction by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 of the Listing Rules as the Company’s
Code of Conduct regarding Director’'s securities transactions.
Having made specific enquiry, all Directors confirmed that they
have complied with the required standard set out in the Model
Code throughout the year ended 30 June 2019.
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The Board recognizes its overall responsibilities for maintaining a
sound and effective internal control system of the Group and risk
taking is unavoidable as part of the Group’s business. By
appropriate risk management and continuous risk monitoring, risk
taking can bring value to the Company. The Board believes that
risks are acceptable after prudent assessment of their impact and
likelihood. The Company can protect its assets and shareholders’
interests and create value simultaneously through appropriate risks
management and control measures. The system includes a defined
management structure with limits of authority, safeguards its
assets against unauthorised use or disposition, ensures the
maintenance of proper accounting records for the provision of
reliable financial information for internal use or for publication,
and ensures compliance with relevant laws and regulations. The
system is designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material
misstatement or loss.

Process used to identify, evaluate and manage
significant risks

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

Risk evaluation and risk prioritization
Risk ranking process involves analysing the inherent likelihood and
impact of each identified risk in order to facilitate the senior

management to prioritise the identified risk items and identify the
responsible risk owners.
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Risk reporting, managing and monitoring

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

Procedures for the handling and dissemination of
inside information

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

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

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

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

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

A professional advisory firm was also appointed as the Group’s
outsourced internal audit function to conduct a review on the
Group's internal control systems at the corporate level and
business level on certain agreed control areas as stated in a three-
year internal control review plan to the management and
endorsed by the board and audit committee. The scope of the
internal control review carried out during the year includes:

a)  understand how a control procedure is carried out during the
period from 1 July 2018 to 30 June 2019 through discussion
with the management, and reading relevant policies and
procedures;

b)  consider and comment on whether a control procedure has
been designed and implemented effectively by determining
whether it exists at a specific point in time. This is achieved
by reading policies and procedures, reviewing minutes,
reports, organisational charts and other supporting
documentation, and by performing selected walkthrough and
tests of samples;

Q) draw to the Company's attention to any significant control
design and implementation weaknesses and deficiencies
which come to its attention based on the limited procedures
it agree to perform;

d)  provide recommendations to address the identified control
design (in particular to corporate governance and cash
receipt handling policy) and implementation weaknesses and
deficiencies; and

e) perform a follow-up review after the Company has responded
to the findings stated in the Report. The final Report will be
issued after the follow-up procedures have been complete.
The report and recommendations have been submitted to
the board and follow-up action has been taken based on
recommendations, which will be monitored by the board.

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

The board’s confirmation on risk management

Based on the risk management mechanism and internal audit
review activities mentioned in the aforesaid paragraphs, the board
was of the opinion that the Company had maintained an effective
risk management mechanism and internal control system during
the financial year ended 30 June 2019.
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The Company Secretary is Mr. Lo Tai On who has been engaged
and appointed by the Company from an external secretarial
services provider.

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

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

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

The responsibility of the external auditor with respect to the
financial reporting and its audit opinion are set out in the section
“Independent Auditor’s Report” on pages 55 to 59.

For the year, the remuneration in respect of audit services
provided by auditor of the Company, ZHONGHUI ANDA CPA
Limited, was HK$970,000.

The non-audit service provided by auditor of the Company is
detailed as follows:
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The Board recognises the importance of good communication with
the Shareholders. Information in relation to the Group is
disseminated to the Shareholders in a timely manner through a
number of formal channels, which include interim and annual
reports, announcements and circulars.

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

An annual general meeting of the Company was held on
12 November 2018 (the “2018 AGM"). A notice convening the
2018 AGM contained in a circular of the Company dated
11 October 2018 was dispatched to the Shareholders together
with the 2018 Annual Report.

As Mr. Yeung Chi Hang was unable to attend the annual general
meeting of the Company held on 12 November 2018 due to
business trips. Mr. Wong Po Keung, an Executive Director, was
elected and acted as Chairman of the 2018 AGM. He together
with the board committees members attended the 2018 AGM to
answer the questions from the Shareholders. The Chairman of the
2018 AGM explained detailed procedures for conducting a poll. All
the resolutions proposed at the 2018 AGM were passed by the
Shareholders by way of poll. The results of the poll were
published on the websites of the Stock Exchange, the Singapore
Stock Exchange and the Company on 12 November 2018.

The attendance of general meetings held during the year of each
Director is set out below:

Name of Directors

EEMa

Executive Directors BITESE
Mr. Yeung Chi Hang mEEEE
Mr. Leung Kwong Choi RESFE
Mr. Wong Po Keung EREICE
Mr. Chung Siu Wah SRS g
Mr. Chik To Pan BB R % A&
Independent Non-executive Directors BIAKPITES
Mr. Ong Chi King FFEEE
Mr. Wong Kwai Sang BEEAERE
Mr. Heung Chee Hang, Eric BEELE

China Environmental Resources Group Limited

EZeFARERRRARFEANER
H-AEEFEBZEEARE  BIETH
MREERSE D REK RERBRRE
HERAEENEM -

ARARERZ_ZE—N\F+—A+t=-HE2
fERBFAS(ZE—NFREEFK
g) - ARABHPAE-_ZT—NF+A+—
BHOBRHMEAR _E—\FREEFK
SVBEEHRA-_ZE—N\FER—HTH
T EZER -

HRGESELERARZMAELERR T
RZEBE—NF+—A+ BRI ZRER
FRE PITESERALEEEET -

T-N\ERFAFAGEHE REHFZ
—'—)\iﬂxiﬂik/\ﬁ’]§$§ 2K 8

AREME —ET— NFRAAF
7( EﬁﬁﬁiLH&K RE)FEADRR FP o

—NEFRRBEAGLRENMER
f%%ﬂﬁﬂﬁ&%iﬁ%@&%‘% RIBE - WE
RERCR_FT-N\F+—A+_AHE
ﬁgﬂﬁ“\ﬁﬁ IR 5 R 5 RARAHE
Y
BESHFEFRARTZRRARENERE
FIRT

Number of general meetings
attended/Number of general
meetings held

EHEBRRERXERE
EETHRRERXERY
0/1
11
11
0/1
0/1
”
1”7
0/1

Annual Report



The forthcoming annual general meeting of the Company will be
held on 11 November 2019 (the “2019 AGM”). A notice
convening 2019 AGM will be published on the websites of the
Stock Exchange, the Singapore Stock Exchange and the Company
and dispatched together with the 2019 Annual Report to the
Shareholders as soon as practicable in accordance with the Article
of Association and the CG Code.

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

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

— Procedures for Shareholders to convene EGM

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

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

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

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

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

Procedures for putting enquiries to the Board

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

Procedures for putting forward proposals at
general meetings

To put forward proposals at a general meeting of the
Company, a Shareholder should lodge a written request,
duly signed by the Shareholder concerned, setting out the
proposals at the Company’s registered office (with a copy of
the said written request lodged at the Company’s Hong
Kong office) for the attention of the Board and the
Company Secretary. The request will be verified with the
Company’s branch share registrar in Hong Kong and upon
its confirmation that the request is proper and in order, the
Company Secretary will pass the request to the Board.

Whether a proposal will be put to a general meeting will be
decided by the Board in its discretion, unless the proposal
put forward by a Shareholder is (i) pursuant to a requisition
by a Shareholder to convene an EGM referred to above or
(ii) forms part of ordinary business to be considered at an
annual general meeting as described in Article 75 of the
Articles of Association.
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TO THE SHAREHOLDERS OF

CHINA ENVIRONMENTAL RESOURCES GROUP LIMITED
PRIREERKREAFRAT

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Environmental Resources Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 60 to 143, which comprise the consolidated statement of
financial position as at 30 June 2019, and the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

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

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.

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

in our professional
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Investment properties and biological assets
Refer to notes 17 and 18 to the consolidated financial statements

The Group measured its investment properties and biological
assets at fair value and fair value less costs to sell, respectively,
with the changes in fair value recognised in profit or loss. These
fair value measurements are significant to our audit because the
balances of investment properties of approximately
HK$277,041,000 and biological assets of approximately
HK$262,989,000 as at 30 June 2019 and the corresponding loss
from changes in fair value less costs to sell of biological assets of
approximately HK$72,769,000 for the year then ended are
material to the consolidated financial statements. In addition, the
Group's fair value measurements involve application of judgements
and are based on assumptions and estimates.

Our audit procedures included, among others:

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

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

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

—  Checking arithmetical accuracy of the valuation models; and

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

We consider that the Group’s fair value measurements of the
investment properties and biological assets are supported by the
available evidence.

Intangible assets
Refer to note 19 to the consolidated financial statements

The Group tested the amount of intangible assets for impairment.
This impairment test significant to our audit because the balance
of intangible assets of approximately HK$98,952,000 as at 30 June
2019 and the corresponding provision for impairment loss of
intangible assets of approximately HK$17,185,000 for the year
then ended are material to the consolidated financial statements.
In addition, the Group’s impairment test involve application of
judgement and is based on assumptions and estimates.
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Our audit procedures included, among others:
—  Evaluating the Group's impairment assessment;

— Comparing the actual cash flows with the cash flow
projections;

— Assessing the reasonableness of the key assumptions
(including revenue growth, profit margins, terminal growth
rates and discount rates);

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

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

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

—  Checking arithmetical accuracy of the valuation model; and

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

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

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

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially
misstated.
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The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

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

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

B2 B RS

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

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

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director

Practising Certificate Number P03614

Hong Kong, 27 September 2019
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For the year ended 30 June 2019 #HZ_=F

Revenue
Cost of sales

Gross profit
Other income

Administrative and operating
expenses

Net loss on fair value changes on
investments at fair value through
profit or loss

Fair value gain on investment
properties

Gain/(loss) on disposals of
subsidiaries

Gain on deregistration of
subsidiaries

Loss arising from changes in fair
value less costs to sell of
biological assets

Loss on settlement of promissory
note

Provision for impairment loss of
intangible assets

Provision for impairment loss of
trade receivables

Loss from operations

Finance costs

Loss before tax
Income tax credit

Loss for the year

Other comprehensive (loss)/
income after tax:

Items that may be reclassified to
profit or loss:

Exchange differences on translation
of foreign operations

Release of translation reserve upon
deregistration of a foreign
subsidiary

Other comprehensive (loss)/
income for the year, net of tax

Total comprehensive loss for the
year

—NFRAZTBLEFE
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2018
—E—N\F
HK$'000
FET
212,276
(192,973)

19,303
2,302

(60,624)

(164)
7,954
(an

2,558

(174,687)

(1,144)

(204,513)
(548)

(205,061)
44,475

(160,586)

17,791

39

17,830

(142,756)



Consolidated Statement of Profit or Loss and Other Comprehensive Income

REREkEMEZERER

2019 2018
—E-NE —T-NF
Notes HK$'000 HK$'000
Kt ot FHET FHET
Loss for the year attributable to: T %A &4k EE R4S :
Owners of the Company ARAREER A (122,322) (159,784)
Non-controlling interests FEVE IR = 1,182 (802)
(121,140) (160,586)
Total comprehensive loss for the TI A LTE{GEELZEE
year attributable to: B4
Owners of the Company KRalEA A (137,774) (142,235)
Non-controlling interests FE 12 AR #E 2 748 (521)
(137,026) (142,756)
Loss per share BREBRE 4
Basic (HK cents per share) HEAR(FRRBEM) (6) 9)
Diluted (HK cents per share) 58 (T RROB L) (6) (9)

TERREREEERAF
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Asat30June2019 R-ZZE—HAENA=1+H

Non-current assets

Property, plant and equipment

Investment properties
Biological assets
Intangible assets
Goodwill

Loans receivable

Current assets

Inventories

Trade and other receivables
Loans receivable

Investments at fair value through

profit or loss
Refundable secured deposit
Cash and cash equivalents

Current liabilities

Trade and other payables
Contract liabilities

Bank loans

Current tax liabilities

Net current assets

Total assets less current
liabilities

Non-current liabilities

Deferred tax liabilities

NET ASSETS

China Environmental Resources Group Limited

ERDAE
W R RRE
128
ENEE
A

e

J& W R
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Notes

1 &t
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2018
—E—N\F
HK$'000
FET

14,082
277,866
348,933
125,760

1,087

767,728

40,152
60,183
25,646

1,098
12,000
13,027

152,106

22,290
726

1,202
24,218
127,888

895,616

112,661
112,661
782,955



Consolidated Statement of Financial Position

e B RR R

2019 2018
—E-hE —E-)\F
Notes HK$'000 HK$'000
B aE TER FAT
Capital and reserves BERRMEE

Share capital [i% A% 29 40,731 40,731
Reserves ERe=] 592,037 729,811

Equity attributable to owners of the ZXQ B # A A &1 #E &
Company 632,768 770,542
Non-controlling interests FEVE IR = 13,161 12,413
TOTAL EQUITY HEREHE 645,929 782,955

The consolidated financial statements on pages 60 to 143 were H60E143EFHMEM BRI HLEEE
approved and authorised for issue by the Board of Directors on MRZZ—AFNA -+ BH#E RKEE

27 September 2019 and are signed on its behalf by: T THUATEERREFSEEF:
Yeung Chi Hang Leung Kwong Choi
BEE REAX
Director Director
BF BZE

TERREREEERAR T LEFER 63



Consolidated Statement of Changes in Equity

GEREBBR

Attributable to owners of the Company

AAHAAES
Foreign
Share Share-based  currency Non-
Share premium Statutory  Capital compensation translation Accumulated controlling
capital account reserve reserve reserve reserve losses Total interests Total
(13} Rip#Me SHER#K E3)d
KA RER EEHE REAEE i ik Reth5E s #a aE
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
TRET THExT TEx TiEL FHT FTEL TRT THx TR TR
At 1 July 2017 RZZ—tF
+HA-R 33,943 1,133,156 5,407 76 6,923 37,587 (397,368) 819,724 12,927 832,651
Total comprehensive FE2EERES
loss for the year — — — — — 17,549 (159,784) (142,235) (521) (142,756)
Disposal of subsidiaries 1 & { & A @) = = = = = = = = 7 7
Recognition of RRNEHEE
equity-settled WARR 17 B B
share-based OES
payments — — — — 8,920 — — 8,920 — 8,920
Placing of new shares  EL& TR {7
(note 29) (H1i#29) 6,788 77345 = = = = — 84,133 — 84133
At 30 June 2018 RZE-NE
~A=1H 40,731 1,210,501 5,407 76 15,843 55,136 (557,152) 770,542 12,413 782,955
At 1 July 2018 RZZ-N\F
+A—A 40,731 1,210,501 5,407 76 15,843 55,136 (557,152) 770,542 12,413 782,955
Total comprehensive FE2ABRAESE
loss for the year - - - - — (15,452) (122,322) (137,774) 748 (137,026)
At 30 June 2019 RZE-NE
~A=1H 40,731 1,210,501 5,407 76 15,843 39,684 (679,474) 632,768 13,161 645,929

64

China Environmental Resources Group Limited

20719 Annual Report



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Cash flows from operating activities

Loss before tax
Adjustments for:
Depreciation
Finance costs

Interest income from refundable secured

deposit

Loss/(gain) on disposals of property, plant

and equipment

Amortisation of intangible assets

Net loss on fair value changes on
investments at fair value through profit

or loss

Fair value gain on investment properties
Gain on deregistration of subsidiaries
(Gain)/loss on disposals of subsidiaries

Loss arising from changes in fair value
less costs to sell of biological assets

Equity-settled share-based payments

Loss on settlement of promissory note
Provision for impairment loss of

intangible assets

Provision for impairment loss of trade

receivables

Operating loss before working capital

changes
Change in inventories

Change in trade and other receivables

Change in loans receivable

Change in investments at fair value
through profit or loss

Change in trade and other payables

Change in contract liabilities

Cash used in operations
Income tax paid

Interest income from refundable secured

deposit
Interests paid

Net cash used in operating activities
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AR E AR F B
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ERFE
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THRREEREEBRAF

AAEA RS2
ERAERD . BA

2018
—E—N\F
HK$'000
FAT

(205,061)

3,276
548

(2,000)

@)
5,125

164
(7,954)
(2,558)

11

174,687

8,920
1,144

(23,705)
(26,796)

(31,663)
253

5,701
104

(76,104)
(161)

2,000
(573)

(74,838)



For the year ended 30 June 2019 B E=T—NFANA=THILFE

Cash flows from investing activities
Purchase of property, plant and equipment

Proceeds from disposal of property, plant
and equipment

Purchase of intangible assets

Refund of deposit paid in relation to
acquisition of a subsidiary

Net cash inflow/(outflow) arising from
disposal of subsidiaries

Net cash generated from investing
activities

Cash flows from financing activities

Proceeds from borrowings

Repayment of borrowings

Repayment of promissory note

Net proceeds from the placing of new
shares

Net cash generated from financing
activities

Net (decrease)/increase in cash and cash
equivalents

Effect of foreign exchange rate changes

Cash and cash equivalents at beginning
of year

Cash and cash equivalents at end
of year

Analysis of cash and cash equivalents
Bank and cash balances

RETHRBRER
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HEME  BERKREZ
TS 50R
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2018
—E2-N\F
HK$'000
FBT
(13,305)

216
(24,115)

58,000
()

20,794

25,000
(25,000)
(30,000)

84,133

54,133



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

China Environmental Resources Group Limited

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

During the year, the Company’s principal activity
investment holding. The principal activities of its subsidiaries
are set out in note 37. The Company and its subsidiaries

hereinafter are collectively referred to as the “Group”.

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public

Accountants (the “HKICPA"”) that are relevant to

operations and effective for its accounting year beginning
on 1 July 2018. HKFRSs comprise Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards, and
Interpretations. The adoption of these new and revised
HKFRSs did not result in significant changes to the Group’s
accounting policies, presentation of the Group’s
consolidated financial statements and amounts reported for

the current year and prior years except as stated below.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 has been applied retrospectively and resulted in
changes in the consolidated amounts reported in the

consolidated financial statements as follows:

BEEUBRERLNBISKERE
Bz W

% % B 75 1R 5 O B 1558 B 38 W
A YEREANBRET2RNE

Decrease in trade and other payables J& 1< BR 3% & E fth & 5 5018

NeRn
Increase in contract liabilities SR B EEM

The following new and revised HKFRSs that have been
published are relevant to the Group’s operations but have

not been early adopted.

New/revised HKFRSs

el EIETH BB

iR & Z 8l

HKFRS 16 Leases

FEMBHRELF165E HE

HK (IFRIC) 23 Uncertainty over Income Tax
Treatments
55 (BB BRERE MEHEENTEENR
Z88) — REF23R

ELBEEHMOT
As at As at
30 June 2018 1 July 2017
RZZT—N\F RZE—tF
~NAZ=+H +H—H
HK$'000 HK$'000
FA T FHET
(726) (622)
726 622

5 )3 K R 2 R A A TS B
BERIC M 2 73T R BB
BEEE -

Effective date
£3% B8

Accounting periods (“AP") beginning on or
after 1 January 2019

RIZE-NF-R—BazERIRZSTH
Mgt [

AP beginning on or after 1 January 2019

RZE—NF—A—HXZEBRBZEE
NG|
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

HKFRS 16 Leases

Under the new standard, an asset (the right to use the
leased item) and a financial liability to pay rentals are
recognised. The only exceptions are short-term and low-
value leases. As at the reporting date, the Group has non-
cancellable operating lease commitments of approximately
HK$7,109,000. Upon adoption of HKFRS 16, certain amounts
included therein may need to be recognised as new right-of-
use assets and lease liabilities. Further analysis, however, will
be required to determine the amount of new right-of-use
assets and lease liabilities to be recognised, including, but
not limited to, any amounts relating to leases of low-value
assets and short term leases, other practical expedients and
reliefs chosen, and new leases entered into before the date
of adoption.

The Group is in the process of assessing the potential
impact of the above new/revised HKFRSs upon initial
application but is not yet in a position to state whether the
above new/revised HKFRSs will have a significant impact on
the Group’s financial performance and position.

Statement of compliance

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

The consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of biological assets, which are carried at their fair
values less costs to sell; and investment properties and
investments at fair value through profit or loss, which are
carried at their fair values. The consolidated financial
statements are presented in Hong Kong dollars (“HK$") and
all values are rounded to the nearest thousand except when
otherwise indicated.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Statement of compliance (Continued)

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

disclosed in note 4.

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

Consolidation

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

significantly affect the entity’s returns.

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

ability to exercise that right.

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

the date the control ceases.

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

related accumulated foreign currency translation reserve.

China Environmental Resources Group Limited Annual Report
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Consolidation (Continued)

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

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

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

Business combination and goodwill

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

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

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in profit or loss. The fair value is added to the
cost of acquisition to calculate the goodwill.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Business combination and goodwill (Continued)

If the changes in the value of the previously held equity
interest in the subsidiary were recognised in other
comprehensive income (for example, equity investments at
fair value through other comprehensive income), the amount
that was recognised in other comprehensive income is
recognised on the same basis as would be required if the
previously held equity interest were disposed of.

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

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

Foreign currency translation

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

China Environmental Resources Group Limited
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Foreign currency translation (Continued)

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

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

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

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

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

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

(i) All resulting exchange differences are recognised
in the foreign currency translation reserve.
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For the year ended 30 June 2019 EHE=-ZT—AFNA=THILFE

Foreign currency translation (Continued)

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

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

Property, plant and equipment

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

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

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

The shorter of 20%—-33% or
over the remaining
unexpired terms of the

Leasehold improvements

leases
Furniture, fixtures and 19%-33%
equipment
Cruiser 30%
Motor vehicles 30%

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

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

China Environmental Resources Group Limited
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Investment properties

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

After initial recognition, the investment property is stated at
its fair value. Gains or losses arising from changes in fair
value of the investment properties are recognised in profit or
loss for the period in which they arise.

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

Operating leases

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

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

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

Intangible assets

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

Subsequent to initial recognition, intangible assets
acquired in a business combination are measured at
cost less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as
intangible assets that are acquired separately.
Amortisation of intangible assets is calculated on a
straight-line basis over their estimated useful lives of
30 years.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Intangible assets (Continued)

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.

Amortisation of intangible assets with finite useful lives
is charged to profit or loss on a straight-line basis over
the assets’ estimated useful lives of 30.6 years.

Biological assets

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

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

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis for
motor vehicles and tyres. Cost is determined using the
weighted average basis for recycled metals, golden flower
tea products and accessories of motor vehicles other than
tyres. The cost of finished goods and work in progress
comprises raw materials, direct labour and an appropriate
proportion of all production overhead expenditure, and
where appropriate, subcontracting charges. Net realisable
value is the estimated selling price in the ordinary course of
business, less the estimated costs of completion and the
estimated costs necessary to make the sale.
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Recognition and derecognition of financial
instruments

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

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

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

Financial assets

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

Financial assets of the Group are classified under the
following categories:

—  Financial assets at amortised cost

— Investments at fair value through profit or loss
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Financial assets (Continued)

Financial assets (including trade, loans and other
receivables) are classified under this category if they
satisfy both of the following conditions:

—  the assets are held within a business model whose
objective is to hold assets in order to collect
contractual cash flows; and

— the contractual terms of the assets give rise on
specified dates to cash flows that are solely
payments of principal and interest on the
principal amount outstanding.

They are subsequently measured at amortised cost
using the effective interest method less loss allowance
for expected credit losses.

Financial assets are classified under this category if they
do not meet the conditions to be measured at
amortised cost and the conditions of debt investments
at fair value through other comprehensive income
unless the Group designates an equity investment that
is not held for trading as at fair value through other
comprehensive income on initial recognition.

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or
losses arising from changes in fair values recognised in
profit or loss. The fair value gains or losses recognised
in profit or loss are net of any interest income and
dividend income. Interest income and dividend income
are recognised in profit or loss.
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected credit
losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures
the loss allowance for a financial instrument at an amount
equal to the expected credit losses that result from all
possible default events over the expected life of that
financial instrument (“lifetime expected credit losses”) for
trade and loans receivables or if the credit risk on that
financial instrument has increased significantly since initial
recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade and loans receivables)
has not increased significantly since initial recognition, the
Group measures the loss allowance for that financial
instrument at an amount equal to the portion of lifetime
expected credit losses that represents the expected credit
losses that result from default events on that financial
instrument that are possible within 12 months after the
reporting period.

The amount of expected credit losses or reversal to adjust
the loss allowance at the end of the reporting period to the
required amount is recognised in profit or loss as an
impairment gain or loss.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value. Bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Financial liabilities and equity instruments

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

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least twelve months after the reporting
period.

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

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Revenue from contracts with customers

Revenue is measured based on the consideration specified in
a contract with a customer with reference to the customary
business practices and excludes amounts collected on behalf
of third parties. For a contract where the period between
the payment by the customer and the transfer of the
promised product or service exceeds one year, the
consideration is adjusted for the effect of a significant
financing component.

The Group recognises revenue when it satisfies a
performance obligation by transferring control over a
product or service to a customer. Depending on the terms of
a contract and the laws that apply to that contract, a
performance obligation can be satisfied over time or at a
point in time. A performance obligation is satisfied over time
if:

—  the customer simultaneously receives and consumes the
benefits provided by the Group’s performance;

—  the Group’s performance creates or enhances an asset
that the customer controls as the asset is created or
enhanced; or

— the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance
completed to date.

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

Other revenue

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

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

Dividend income is recognised when the right to receive
payment is established.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Employee benefits

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

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

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

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are capitalised as
part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Borrowing costs (Continued)

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

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

Equity-settled share-based payment transactions

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

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

At the time when the share options are exercised, the
amount previously recognised in share-based compensation
reserve will be transferred to share premium. When the
share options are forfeited after the vesting date or are still
not exercised at the expiry date, the amount previously
recognised in share-based compensation reserve will be
transferred to accumulated losses.
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Taxation

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

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

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

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

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

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

China Environmental Resources Group Limited
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Taxation (Continued)

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes

levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Related parties

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

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

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(iii) is a member of the key management personnel
of the Company or of a parent of the Company.
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For the year ended 30 June 2019 EHE=-ZT—AFNA=THILFE

Related parties (Continued)

(B)

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

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

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

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

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

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employers are
also related to the Group.

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

(vii) A person identified in (A)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

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

China Environmental Resources Group Limited Annual Report
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its assets except biological assets,
investment properties, investments, inventories, receivables
and goodwill to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of any
impairment loss. Where it is not possible to estimate the
recoverable amount of an individual asset, the Group
estimates the recoverable amount of the CGU to which the
asset belongs.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset.

If the recoverable amount of an asset or CGU is estimated
to be less than its carrying amount, the carrying amount of
the asset or CGU is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in
which case the impairment loss is treated as a revaluation
decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or CGU is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined (net of
amortisation or depreciation) had no impairment loss been
recognised for the asset or CGU in prior years. A reversal of
an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.
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For the year ended 30 June 2019 EHE=-ZT—AFNA=THILFE

Provisions and contingent liabilities

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

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

Events after the reporting period

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

China Environmental Resources Group Limited
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Key sources of estimation uncertainty

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

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

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

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

Key sources of estimation uncertainty (Continued)

China Environmental Resources Group Limited

The Group makes impairment loss for bad and ZIKEIZ%?‘ B & 1 T AR
doubtful debts based on assessments of the T)%EIJEHQEE B Rk EMmE

recoverability of its trade, loans and other receivables,
including the current creditworthiness, collateral
security, financial condition and past collection history
of each debtor. Impairments arise where events or
changes in circumstances indicate that the balances
may not be collectible. The identification of bad and
doubtful debts requires the use of judgement and
estimates. Where the actual result is different from the

original estimate, such difference will impact the ZHEBER A B #Hﬂfﬁ HH)
carrying value of the trade, loans and other receivables FEXERWER EXREE
and doubtful debt expenses in the year in which such {ﬂ%%m\ﬁ&%ﬂ%ﬁﬁZﬁ%@

estimate has been changed. If the financial conditions
of the debtors were to deteriorate, resulting in an
impairment of their ability to make payments,
additional allowances may be required.

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

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense.
These estimates are based on the current market
condition and the historical experience of
manufacturing and selling products of similar nature. It
could change significantly as a result of changes in
customer taste and competitor actions. The Group will
reassess the estimates by the end of each reporting
period.
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

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

(a)

(b)

Foreign currency risk

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

Price risk

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

At 30 June 2019, if the share prices of the
investments increased/decreased by 10%, the Group’s
post-tax loss for the year would have been
approximately HK$408,000 (2018: HK$92,000) lower/
higher, arising as a result of the fair value gain/loss of
the investments.
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(c)

China Environmental Resources Group Limited

Credit risk

The carrying amounts of cash and cash equivalents,
trade and other receivables, loans receivable,
investments at fair value through profit or loss and
refundable secured deposit included in the
consolidated statement of financial position represent
the Group’s maximum exposure to credit risk in
relation to the Group’s financial assets.

At the end of the reporting period, the Group had
certain concentration of credit risk as approximately
66% (2018: 61%) and 94% (2018: 90%) of its trade
receivables were due from the largest customer and
the five largest customers, respectively. The Group has
policies in place to ensure that sales are made to
customers with an appropriate credit history. In
addition, the directors review the recoverable amounts
of each individual trade and loan debt regularly to
ensure that adequate impairment losses are recognised
for irrecoverable debts. In this regard, the directors
consider that the Group’s credit risk is significantly
reduced.

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

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

The Group obtains collateral from the vendor to
minimise the credit risk in respect of the refundable
secured deposit.
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(c)

—NFRNA=ZTHILEFE

Credit risk (Continued)

The Group considers whether there has been a
significant increase in credit risk of financial assets on
an ongoing basis throughout each reporting period by
comparing the risk of a default occurring as at the
reporting date with the risk of default as at the date
of initial recognition. It considers available reasonable
and supportive forwarding-looking information.
Especially the following information is used:

— internal credit rating;

— actual or expected significant adverse changes in
business, financial or economic conditions that
are expected to cause a significant change to the
borrower’s ability to meet its obligations;

— actual or expected significant changes in the
operating results of the borrower;

— significant changes in the value of the collateral
or in the quality of guarantees or credit
enhancements; and

— significant changes in the expected performance
and behaviour of the borrower, including
changes in the payment status of borrower.

A significant increase in credit risk is presumed if a
debtor is more than 30 days past due in making a
contractual payment. A default on a financial asset is
when the counterparty fails to make contractual
payments within 90 days of when they fall due.

Financial assets are written off when there is no
reasonable expectation of recovery, such as a debtor
failing to engage in a repayment plan with the Group.
The Group normally categorises a loan or receivable
for write off when a debtor fails to make contractual
payments greater than 360 days past due. Where loans
or receivables have been written off, the Group, if
practicable and economical, continues to engage in
enforcement activity to attempt to recover the
receivable due.
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(c)

China Environmental Resources Group Limited

Credit risk (Continued)

The Group uses two categories for non-trade loan
receivables which reflect their credit risk and how the
loss provision is determined for each of the categories.
In calculating the expected credit loss rates, the Group
considers historical loss rates for each category and
adjusts for forward looking data.

Category Definition

5l E &

Performing Low risk of default and strong
capacity to pay

RiF BARERE R 858

Non-performing Significant increase in credit risk
R ERVEN RS Yl

All of these receivables are considered to have low risk
and under the ‘Performing’ category because they have
a low risk of default and have strong ability to meet
their obligations.

Annual Report

(o)

fEEmEE (4&)

AEBEGLIEE S EKEWHKIA
ERAMERRN ARBREEE
2 B B an A st %% 4R Bl 7 E B 1R
BE-AEBEHNEEBEX
B AEEZEXBHCES
&5 18 & - I ¥ A BE 1 BURE
R e

Loss provision
BiRfEAE

12 month expected losses
1218 A 7B HAB 48

Lifetime expected losses
> HITE A& 1A

PG % % B R IR 35 4R 3 K &
2 HABIRFIER  DHEEZ
HWERE BB R -



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

(d) Liquidity risk

(e)

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

The maturity analysis of the Group’s financial liabilities

is as follows:

At 30 June 2019
Trade and other payables
Bank loans

At 30 June 2018
Trade and other payables

Interest rate risk

() HEBEEEB
AEBMBURE T HERIRE
LIEBHRSESTE  BRSE
BFremBeREEReE R
REGRBDESHFE -
AEEERAAZHEE S
N
R=F—-h&ERXA=TH
JE 155 B 3 I KL ftb B {5 RIR
RITER
Within Total
1 year or undiscounted Carrying
on demand cash flow amount
—FHR  XREERE
o JE E 3k mE B REE
HK$'000 HK$'000 HK$'000
FHET FHEIT FHEIT
R=ZF-NEXA=+H
FE AT BR SR R EL A PR A
I8 22,290 22,290 22,290
(e) F 2= b

The directors of the Company are of the opinion that
the Group does not have significant interest rate risk
as the fluctuation in interest rates is not expected to
be material. The Group will constantly review the
economic situation and its interest rate risk profile, and
will consider appropriate hedging measure in future as
may be necessary.

THRREEREEBRAF F

ARREERR HREHF
KRB AER AEEY E
EXMNERERE AEEKER
EHEERRREN ZERA
& XN AR B E B R
RE B H) E P e

ELy



For the year ended 30 June 2019 B E=T—NFANA=THILFE

(f) Categories of financial instruments at 30 June () RZB-AFERZ-FT—N\F
2019 and 2018 ANA=Et+HEZERM T AE
2018
—E—N\F
HK$'000
FHET
Financial assets SREE
Investments at fair value EBARBEFABREZEE
through profit or loss 1,098

Financial assets at amortised BEEKAFTECSRE
cost (including cash and cash E(BER2EERRE

equivalents): BH):
Trade receivables JE I BR 5K 21,424
Deposits and other Re NCH e WK IE
receivables 16,684
Loans receivable FEE 3K 25,646
Refundable secured deposit AREEEFES 12,000
Cash and cash equivalents RekFRRELER 13,027
89,879
Financial liabilities SREHE
Financial liabilities at amortised #Z# 8K ANt 2 2 & &l
cost: B1&E
Trade and other payables JE 11 BR 3R R L th JE A5
R 22,290
Bank loans RITER —
22,290
(g) Fair values (9) Af{E
The carrying amounts of the Group’s financial assets BEMBRARAAAEES
and financial liabilities as reflected in the consolidated MmEELEHEBENREER
statement of financial position approximate their HEBWAABERE -

respective fair values.
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For the year ended 30 June 2019 &#HZE—=

(h)

—NFRNA=ZTHILEFE

Capital risk management

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

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

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

The liquidity ratio of the Group is as follows:

Liquidity ratio

THRREEREEBRAF

(h)

ExpEBER

AEEERETHEREREER
AEERBBERLEZEN B
%&Eﬁﬂ%ﬁ%ﬁf#@#ﬁ&ﬂ

VHFREERER )Ja?
W$§% Qﬂ&if‘
$ = B BB RS A R

)315 } >+ 7 E\\

o
° B
£H
BAITH

AEBERZEMRRE S
BERGEELHEFLAR
Z’E?ﬁimﬁk?$iﬂ% N
BEBTHBOALND - B
{aﬁ“ WEEHkhEEE -
MREHEEBEES -

AEENBRERREA BN
MR FAH R - A& E
788 <7 51 B ok 5 B AN AR E
UERRBESL R (RS E
EHRBBENLIERE

S
e

AEENRBESLLRMAT
2018

—E-N\F
6.28



For the year ended 30 June 2019 EHE=-ZT—AFNA=THILFE

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

Level 1 inputs:

Level 2 inputs:

Level 3 inputs:

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

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

unobservable inputs for the asset or liability.

The Group's policy is to recognise transfers into and
transfers out of any of the three levels as of the date of the
event or change in circumstances that caused the transfer.

(@) Disclosures of level in fair value hierarchy at 30 June

2019:

Description

1t

Recurring fair value KEEQNRE
measurements: A2

Biological assets EYMEE

Investments at fair BRA R EEA
value through profit S A
or loss

Investment properties &HELE W%
in Hong Kong

Investment properties FR B % & ¥ ¥
in the PRC

Total recurring EEHEARE
fair value FTREHE
measurements

China Environmental Resources Group Limited
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For the year ended 30 June 2019 &#HZE—=

(a)

—NFRNA=ZTHILEFE

(Continued)

Disclosures of level in fair value hierarchy at 30 June
2018:

(%)

i *)\E/\ﬁ +HZA
REBRKE :

Fair value measurements using:

FANTHASRB L ARETE
Description Level 1 Level 2 Level 3 Total
18 it F—R -l 113 FE=H BEr
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAT
Recurring fair value gEERNRE
measurements: =
Biological assets EYEE — 348,933 — 348,933
Investments at fair BRA R ERA
value through profit S A
or loss 1,098 = = 1,098
Investment properties &HEILE W%
in Hong Kong — 200,000 — 200,000
Investment properties FR B % & ¥ ¥
in the PRC — 77,866 — 77,866
Total recurring EEHEARE
fair value FFEEHE
measurements 1,098 626,799 s 627,897

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

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

THRREEREEBRAF
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Notes to the Consolidated Financial Statements

e BRI

6. FAIR VALUE MEASUREMENTS (CONTINUED) 6. AR{EE(E)

(b)  (Continued) (by (&)
The following table gives information about how the TREINEAAREERARE
fair values of the Group's biological assets and IEREMEERREMENR
investment properties carried at fair value are REWRETE °
determined.
Level 2 fair value measurements F_R/AREE
Fair value Fair value
AR{E NfE
2019 2018
—¥-0E ZE-N\F
Description Valuation technique Key input HK$'000 HK$'000
Bt i ERH FTEHABE FET FET
Biological assets ~ Market approach Market price of poplar trees per 262,989 348,933
cubic meter
EMEE miEx B8 E A KTE
Investment Direct comparison Market price of car parking space 200,000 200,000
properties in approach
Hong Kong
EREREWME  EHEULBZX BEFEEAATE
Investment Market approach and  Land: market price per square 77,041 77,866
properties in replacement cost meter;
the PRC approach Buildings: replacement cost per

square meter
FREEME  HTEEREENX T BFHARHE:
A& BT BYHTARBEKA
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Notes to the Consolidated Financial Statements

RE BRI

7. REVENUE 7. WiE
2019 2018
—T-hE —T-N\F
HK$’000 HK$'000
TER FAT
Trading of recycled metals BEEOWEE 46,001 184,570
Trading of motor vehicles and related & & & & #H B4 A2 14
accessories 66,547 21,683
Commission income &l A — 359
Sales of golden flower tea products  $5& & £ 5 & @ 27 —
Revenue from contracts with BEFEE&EH 2K
customers 112,575 206,612
Rental income el A 3,891 3,751
Loan interest income BRF B A 2,893 1,913
Dividend income i B WA 28 —
Total revenue B 119,387 212,276
Disaggregation of revenue from contracts with customers for BHE_ZE-—NFA=THLFE"
year ended 30 June 2019: BERPAaAME
Trading of Sales
Trading of motor vehicles of golden
recycled and related flower tea
metals accessories products
BB BEERER HE
B & B 16 B EC 1 EEXER
HK$'000 HK$'000 HK$'000
TERT FTERT FTERT
Geographical markets 1 B 35
The PRC h 11,457 315 27
Hong Kong B 34,544 65,370 -
Macau R — 862 —
46,001 66,547 27
FRRBEEREEBRAR T —LEFR 101



For the year ended 30 June 2019 #HZE—-=

Disaggregation of revenue from

—NFERA=THILFE

contracts with customers for

BE_T-N\FXA=TRHILFE"

year ended 30 June 2018: BREAHNKRZZ DN
Trading of
Trading of  motor vehicles
recycled and related Commission
metals accessories income
EE BEEARER
ERl &3 ik T e el A
HK$'000 HK$'000 HK$'000
TAET FET FHETT
Geographical markets HhE iz
The PRC i B 72,572 = =
Hong Kong BE 111,998 21,532 —
United Kingdom R = = 359
Macau A — 151 —
184,570 21,683 359

All revenue from contracts with customers are recognised at
a point in time.

Sales of goods

The Group sells recycled metals, motor vehicles and related
accessories to the customers. Sales are recognised when
control of the products has transferred, being when the
products are delivered to a customer, there is no unfulfilled
obligation that could affect the customer’s acceptance of the
products and the customer has obtained legal titles to the
products.

Sales to customers are normally made with credit terms of
30 to 90 days. For new customers, deposits or cash on
delivery may be required. Deposits received are recognised as
contract liabilities.

A receivable is recognised when the products are delivered
to the customers as this is the point in time that the
consideration is unconditional because only the passage of
time is required before the payment is due.

China Environmental Resources Group Limited
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

The Group has seven reportable segments for the year @?:g—ﬂix‘\ﬂ_ﬂ'ﬁiifﬁ'
ended 30 June 2019 as follows: REBLEATEZWMEBAOT ¢

(i) Trading of recycled metals i)y EBECLWEEB

(i)  Trading of motor vehicles and related accessories (i) EBEEFARERBEREMG

(i)  Property investment (i) MELRE

(iv)  Provision of financial services (iv) RELBRS

(v)  Sales of golden flower tea products v) HESERE®

(vi)  Securities trading and investment (i) BHFEBFELKRE

(vii) Sales of plantation materials and products (viip HEEHEE®

The Group's reportable segments are strategic business units REEZAZ2HHDBRIZ|ETRESR
that offer different products and services. They are managed MRS 2 RIS ETSEN - AN ET
separately because each business requires different ﬁﬁ%?ﬂ_FﬂEiﬂ?iiﬁﬁkﬁﬁiﬁgfﬁﬁﬁ &
technology and marketing strategies. FAEBEST2HDE -

Segment profits or losses do not include gain on 7 & }ﬁnﬂiEﬂET BEFHEEE QR
deregistration of subsidiaries, interest income from Wz ARESEREREFER
refundable secured deposit, finance costs and income tax A BERRRAEHES - DHE
credit. Segment assets do not include goodwill and EZT@%F‘?@&TLEETﬁﬁﬁi °
refundable secured deposit. Segment liabilities do not SEEETERBELEHIBES G RIRIT
include deferred tax liabilities and bank loans. B e

THRREEREEBRAF F
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For the year ended 30 June 2019

Information about reportable segment revenue, profit or

loss, assets and liabilit

Year ended 30 June 2019

Revenue from external customers

Segment (loss)/profit comprising:
Loss arising from changes in fair
value less costs to sell of
biological assets

Fair value gain on investment
properties

Depreciation and amortisation

Proceeds from disposal of listed
securities

Costs of disposal of listed
securities

Net unrealised losses on listed
securities

Provision for impairment loss of
intangible assets

Provision for impairment loss of
trade receivables

At 30 June 2019
Segment assets
Segment liabilities

Year ended 30 June 2018

Revenue from external customers

Segment profit/(loss) comprising:

Loss arising from changes in fair
value less costs to sell of
biological assets

Fair value gain on investment
properties

Depreciation and amortisation

Proceeds from disposal of listed
securities

Costs of disposal of listed
securities

Net unrealised losses on listed
securities

At 30 June 2018
Segment assets
Segment liabilities

China Environmental

BHE-Z-NERA=ZTHILEFE

Property of financial

MERE
HK$'000
TRT

3,751
7,230

7,954

279,608

es:
Trading of
motor
Trading of  vehicles
recycled and related
metals accessories investment
BEE EERER
EleE HAFEES
HK$'000 HK$'000
TET TEL
BE-S-1%E
~NAEZTHLEEE
RENARFH M
AB(ER)Hl0%
EMEED R
ﬁﬁ%ﬁ$§$2
E#&
REMEZDR
Ly
e REH
HE ETEFME
A
HE EMEBHFMRAK
BVEEREFERE
YRR EEBEE
RZB-RERA=+H
/\ﬁgﬁg
/\*KE
BE-S-0\%
NAZtHELEE
RENAEF IR 184,570 22,042
AEEF/(FR)BE 1,937 (5,742)
EMEERREED
B ERARESEZ
BB = =
REMEAREYRE
FEREH (1,462) (654)
HEEMEFFAG
leg — —
HE FMEFHRA
EHEENHRER
BEFE - -
R=F-NEXA=+H
NHEE 28,507 74,503
HBEE 313 2,985

Resources Group Limited

3,129
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BB 2w K B
REBENEHNOT :

Sales of
Sales of Securities plantation
Provision golden trading  materials
flower tea and and
services  products investment  products
R HE HHESR HE
SRBRE SHRXER k#E EEES
HK$'000 HK$'000 HK$'000 HK$'000
TET TET FTET FTET
1,913 — — —
1,897 (133) (172)  (183,373)
— — — (174,687)
- (66) - (5,059)
J— — 2 —
- - @) -
= = (164) =
25,774 24,080 10,422 450,664
565 — 467 4,274

Total
@it
HK$'000
FTET

212,276
(178,356)

(174,687)

7,954
(7,241)

@

(164)

893,558
11,733



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

E\

Reconciliations of reportable segment revenue, profit or loss, B E2Fo Bk B BE
assets and liabilities: RBEMEHENT :

2018
—EF-N\F
HK$'000
FAET
Revenue: W s :
Total revenue of reportable segments 7] £ ¥& 7 &5 42 U 25 212,276
Loss: B518 :
Total loss of reportable segments Al 2 o 2L AEE 1 (178,356)
Other profit or loss: HithE = -
Finance costs Bh & kAN (548)
Gain on deregistration of M B A A 2 W
subsidiaries 2,558
Income tax credit Frig i % 44,475

Interest income from refundable AREEHFZEFE
secured deposit WA 2,000

Corporate and unallocated loss rERRDBEERE (30,715)
Consolidated loss for the year FEHFAEBIR (160,586)
Assets: BE:

Total assets of reportable segments  °] 23Rk 7 P4 & &= 893,558
Goodwill EES 1,087
Refundable secured deposit ARECEBILS 12,000
Corporate and unallocated assets TCENAIEEE 13,189
Consolidated total assets LEmEE 919,834
Liabilities: BfE:

Total liabilities of reportable segments 7] 2 k7 242 & & 11,733
Deferred tax liabilities RERIEEE 112,661
Bank loans RITE K _
Corporate and unallocated liabilities % & & 2 fic & & 12,485
Consolidated total liabilities eERaE 136,879

TEREEAREEER AR £



Notes to the Consolidated Financial Statements

e BRI

8. SEGMENT INFORMATION (CONTINUED) 8. HEEH (&)
Geographical information: H[E B R
Revenue Non-current assets
Wi 25 RBEE
2019 2018 2019 2018
—E-hE —E-NF —B-hE —FB-NF
HK$'000 HK$'000 HK$'000 HK$'000
THERT FET TFET FHET
The PRC LS 11,798 72,572 438,982 552,559
Hong Kong &% 106,727 139,194 217,251 215,169
United Kingdom e — 359 — —
Macau R P 862 151 — —
119,387 212,276 656,233 767,728
In presenting the geographical information, revenue is based REFHEER R WS DBREBEREP
on the locations of the customers. FrEH st & -
Revenue from major customers: REFERP AW :
2019 2018
—T—-hF —T-N\F
HK$'000 HK$'000
THERT FH&ET
Trading of recycled metals EEOKEE
Customer A BEPA N/AT & 72,572
Customer B =P8 N/AZ 38 F * 29,717

Trading of motor vehicles and EEREREMEK %
related accessories

Customer C ®PFC 42,051 N/AZT 38 FR *
Revenue from the above customers individually contributed =M=kl &R R KRN S F
more than 10% of the total revenue of the Group. WEE10% A £ -

& Customers did not contribute more than 10% of the total revenue 3 BEZT-NFHX=FT—NF<A
of the Group for the years ended 30 June 2019 or 2018. =t+HIEFE ZERPAEELRE

E AW EE10% A £ o
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

2018
—E-N\F
HK$'000
FAT
Interest income from refundable ARECEFIZSFE
secured deposit (note 25) WA (B it25) 2,000
Sponsor income Z A —
Forfeiture of deposits received for BHEERENE KiES
sales of motor vehicle —
Sub-letting income P2l ON —
Others Hity 302
2,302
2018
—E-N\F
HK$'000
FAT
Interest on promissory note EHEBTE 443
Interest on bank loans and overdrafts $R17 & 2 M3 X 7 B 105
548
2018
—E-N\F
HK$'000
FAT
Current tax — Hong Kong Profits Tax BIHAF{IE — HAE R B
Provision for the year FERE 510
Over-provision in prior years BEFEBERE (49)
Deferred tax (note 28) EIE R IE (K7 5#28) (44,936)
Income tax credit PRSI % (44,475)
Hong Kong Profits Tax has been provided at a rate of BEENBRERBE_T—NLF~A
16.5% (2018: 16.5%) on the estimated assessable profits for ZTHLEFEZHATERMREFN 2
the year ended 30 June 2019. 16.5% (ZZ— N\F : 16.5% ) 5H e #&
1 o
Tax charge on profits assessable elsewhere have been H i [ 2 f& R m R I F 2 B 1%
calculated at the rates of tax prevailing in the countries in AEBEKERERR 2RTRE - B
which the Group operates, based on existing legislation, BERBRTEN ZEBREHRAE -

interpretation and practices in respect thereof.

THRREEREEBRAF F
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Notes to the Consolidated Financial Statements

e BRI

11. INCOME TAX CREDIT (CONTINUED) 1. FiHIER (8)
Reconciliation between income tax credit and E@@ﬁ&%fiﬂqﬁﬁﬁﬁﬁ&
accounting loss at applicable tax rate EitBEZEHER

2019 2018
—E-NE —E-N\F
HK$000 HK$'000
TFHET FBT
Loss before tax B B AT & 1B (139,131) (205,061)
Tax calculated at applicable tax rate 3% @ A Fi £25%
of 25% (2018: 25%) (ZZ—\5F :25%)
TR ZHIE (34,783) (51,265)
Effect of different tax rates of the WEBARIMES—F &
subsidiaries 4,899 1,927
Tax effect of expenses that are not  “RA] IR F S 2 T 75 52 £
deductible 8,127 6,504
Tax effect of income that are not BEARBMBMAZREFE
taxable (604) (2,420)
Tax effect of temporary differences  KRERE R EZFE 2 R 1%
not recognised A 642 (713)
Tax reduction e (165) (197)
Over-provision in prior years BEFEBEEE (8) (49)
Tax effect of tax losses not RERRIEEIEB 2RI
recognised FE 3,901 1,738
Income tax credit FIefEe (17,991) (44,475)
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RE BRI

12. LOSS FOR THE YEAR 12. £FEBE
This is stated at after charging/(crediting) the following: MR (GEA) A& EE X
N
2019 2018
—E-NEF —E-N\F
HK$'000 HK$'000
FHET FAT
Amortisation of intangible assets mREEEE 5,620 5,125
Auditor’s remuneration 1% E A B 2 970 950
Cost of inventories sold BEEFEKA 101,003 192,973
Depreciation T E 3,805 3,276
Loss/(gain) on disposals of property, HEWE BEMEREZ
plant and equipment BB () 508 @)
Operating lease charges on land and LTI RIEFEEHEER
buildings 7,272 6,120
Staff costs (including directors’ BETIRA(BREESME):
remuneration):
— salaries, bonuses and allowances  — ¥ & - {E4L & 2=EBL 19,366 15,044
— retirement benefit scheme — RIREFF &K
contributions 611 419
— equity-settled share-based — UREREEURD A
payments EWAE — 8,920
19,977 24,383
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e BRI

13. DIRECTORS’' AND CHIEF EXECUTIVE’S 13. EERITHEHEMNZ
EMOLUMENTS

(@) The emoluments of each director are as follows: (a) BRESZSMEIIHWT :

2019
—¥-1F
Retirement Equity-
benefit settled
Salaries and Discretionary scheme share-based
Fees allowances bonus contributions  payments Total

Mg E
BAEHN  URBE
e FHEREM BRTEAL SRR BRAR @5t

HK$’000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
TER TER TER TER TER TER
Chief executive THEHK
Mr. Yeung Chi Hang BRELE 1,536 - 128 18 - 1,682
Executive directors BITES
Mr. Leung Kwong Choi  2EF %4 285 - 30 14 - 329
Mr. Wong Po Keung HRBEAE 300 715 25 18 - 1,058
Mr. Chung Siu Wah EOREE 1,056 — 88 18 - 1,162
Mr. Chik To Pan BBIE L 480 — 40 18 — 538
Independent non- BUFRQTEE
executive directors
Mr. Wong Kwai Sang BEEALHE 120 - 10 — - 130
Mr. Ong Chi King FFHEE 120 - 10 - - 130
Mr. Heung Chee Hang BEEEAE 120 - 10 - - 130
Total @zt 4,017 715 341 86 — 5,159

110 China Environmental Resources Group Limited 20719 Annual Report



Notes to the Consolidated Financial Statements

RE BRI

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13. EERTHARNE (B)
EMOLUMENTS (CONTINUED)
(@) (Continued) (a) (&)
2018
—T-N\F
Retirement Equity-
benefit settled
Salaries and  Discretionary scheme share-based
Fees  allowances bonus  contributions payments Total

NEHEE
R AR AR B
e FeREH BB SR ERNR st

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FTHT THET FTHET THET FTHT FHET
Chief executive TR
Mr. Yeung Chi Hang  BEELAE 1,536 = 128 18 465 2,147
Executive directors ~ HTEE
Mr. Leung Kwong Choi 2 E 74 5% & 180 = 15 10 249 454
Mr. Wong Po Keung BIRBEE 300 660 80 18 465 1,523
Mr. Chung Siu Wah @D %4 1,056 — 88 18 465 1,627
Mr. Chik To Pan BB L 480 = 40 18 465 1,003
Independent non- BIUERTES
executive directors

Mr. Wong Kwai Sang ~ Z&4 %4 120 = 10 = 166 296
Mr. Ong Chi King IFMEs 120 — 10 — 166 296
Mr. Heung Chee Hang &EELAE 120 = 10 = 166 296
Total et 3,912 660 381 82 2,607 7,642
There was no arrangement under which a director and ( EZ T - NFERZFT-N\EXA
chief executive waived or agreed to waive any = THILEFESEERITHRAET A
emoluments during the years ended 30 June 2019 and VMEHRBEREEMMNELHE -

2018.
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e BRI

13. DIRECTORS’ AND CHIEF EXECUTIVE'S 13. EERITHARME (B)
EMOLUMENTS (CONTINUED)
(b) Five highest paid individuals (b) AEmEHFRAL
The five highest paid individuals in the Group during FR - AEEREESHFAL
the year included three (2018: three) directors whose BRE=ZR2(ZZE-N\F:=4%8)
emoluments are set out in note (a) above. The B AWM A L XM=
emoluments of the remaining two (2018: two) @ B TITMBE(ZE—N\F MW
individuals are set out below: BIANTZHSHOT :
2019 2018
—T-hE —T-N\#F
HK$'000 HK$'000
FHET FHET
Basic salaries, allowances and ~ EAX¥ & - Z8 K
benefits-in-kind B YA = 1,990 3,515
Retirement benefit scheme R RAE T 5 B4 5K
contributions 26 31
2,016 3,546
The emoluments fell within the following bands: NETINEEHE
2019 2018
—T-hE —T-)N\#F
Nil = HK$1,000,000 = %1,000,000/% 7T 1 —
HK$1,000,001 — HK$1,500,000 1,000,001/% T &
1,500,000 7T 1 —
HK$1,500,001 — HK$2,000,000 1,500,001/% T &
2,000,000 7T — 2
2 2
No emoluments were paid by the Group to any of the AEBEHMERTANESSES
directors or the highest paid individuals as an FALTEZAME  ERBMAKR
inducement to join or upon joining the Group or as SBERMARE ER 2 RE
compensation for loss of office. B RAE -
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Notes to the Consolidated Financial Statements

ma

14.

15.

Bt 35 #R 2R B =

LOSS PER SHARE
Basic loss per share

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the vyear
attributable to owners of the Company of approximately
HK$122,322,000 (2018: HK$159,784,000) and the weighted
average number of ordinary shares of 2,036,538,114 (2018:
1,777,106,333) in issue during the year.

Diluted loss per share

The effects of all potential ordinary shares are anti-dilutive
for the years ended 30 June 2019 and 2018.

DIVIDENDS

The directors do not recommend or declare the payment of
any dividend in respect of the years ended 30 June 2019
and 2018.

TERREREEERAF

14.

15.

BikEE
BREFBGIR

KARHEE AEGERENEEZE
BHEEABRNNRHAE AEGFEANEGIE
#3122,322,000% T (= T — N\ F:
159,784,000/ 70) R F N B BT LB
A% Hn #E 7 159 $12,036,538,1 14 (= &
— N\ :1,777,106,3330%) °

B EEE
BE-_Z—NWFRER-_ZE—N\FXA
ZTHLEFENMAEELBRTE
BEx#E-

B2

EEV I EZREMREE_ZF—H

FR_FE-NFARA=ZTHLEFEIR
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Cost

At 1 July 2017

Additions

Disposals

At 30 June 2018 and
1 July 2018

Additions

Disposals

At 30 June 2019

Accumulated
depreciation

At 1 July 2017

Charge for the year

Disposals

At 30 June 2018 and
1 July 2018

Charge for the year

Disposals

At 30 June 2019

Carrying amount
At 30 June 2019

At 30 June 2018

China Environmental Resources Group Limited

T—tFLA-H

N

BE
N

A

i
i

“E

=
\=2-N\FAA=+A
—E-N\5tA-A

R-E—+F+H—H
RE R
&
R-ZE-NEXB=FH
“E-NFtHA—H
RE R
&
R-Z—-AESA=1H
iRE{E
RZZE-NEFRA=1+H
R-ZE-NE~B=FH

For the year ended 30 June 2019 B E=T—NFANA=THILFE

Leasehold
improvements

HERE
HK$'000
TRL

2,843
2,152

4,995
41

5,406

759
1,007

1,766
1,360

3,126

2,280
3,229

Furniture,
fixtures and
equipment
K&
RERRHE
HK$'000
FTHEL

3,973
5,057
(216)

8,814
287
(328)

8,773

Annual Report

Cruiser

g
HK$'000
TEL

3,000

3,000

3,000

1,725
900

2,625
375

3,000

375

Motor
vehicles

A
HK$°000
FET

6,271

6,271

(1,370)
4,901

599

599
872
(526)

945

3,956
5,672

Total

st
HK$'000
TRR

9,816
13,480
(216)

23,080
698
(1,698)

22,080



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Fair value A RE

At 1 July 2017 RZTE—tFtH—H
Change in fair value RABEED

Exchange difference M H =R

At 30 June 2018 and

1 July 2018 —ET-NEtH—-H
Change in fair value NUEER )
Exchange difference ME 5 Z 5

At 30 June 2019 R_ZE—-NFERNA=+H
The car parking spaces are situated in Hong Kong and held
under medium term lease. As at 30 June 2019, the fair
value of the car parking spaces is HK$200,000,000 (2018:
HK$200,000,000), which was arrived at on the basis of a
valuation carried out by ARM Appraisals Limited, an
independent professional valuer. The fair value is based on
the direct comparison approach under fair value
measurement level 2.

The industrial properties are situated in the PRC and held
under medium term lease. As at 30 June 2019, the fair
value of the industrial properties is HK$77,041,000
(equivalent to RMB67,700,000) (2018: HK$77,866,000
(equivalent to RMB65,700,000)), which was arrived at on the
basis of a valuation carried out by ARM Appraisals Limited,
an independent professional valuer. The fair value is based
on the market approach for land and replacement cost
approach for buildings and structures under fair value
measurement level 2.

As at 30 June 2019 and 2018, the car parking spaces with
aggregate carrying amount of HK$200,000,000 were
pledged to a bank to secure banking facilities available to
the Company. A deed of assignment of rental income from
the car parking spaces was executed in the favour of the
bank.

THRREEREEBRAF F

RZBE-NFRA=Z+TBER

Car parking Industrial
spaces properties Total
fFE AL IxHmE “st
HK$'000 HK$'000 HK$'000

TR TR TR

190,000 77,592 267,592
10,000 (2,046) 7,954
— 2,320 2,320
200,000 77,866 277,866
— 2,299 2,299

— (3,124) (3,124)
200,000 77,041 277,041

FEMURES  UhHEEREHA -
R-ZE—NAFERNA=+H: FEBEuZ
A #t 18 /A200,000,000 7T (ZF— N\
F : 200,000,000 L) ' iR B E
# (H{ERMARM Appraisals Limited 17
ZHEEAEEER - AR BENRER
BUEBERARBFEE —RTHE -

TEYEMPRPR L HHEAEHE
- R-_E—hAhE~A=+H 1%
Y ¥ 2 A f {8 A&77,041,0005% 7T (18
Z R AR #67,700,000) (ZZE — N\
77,866,000 T(H & KW A R &
65,700,0007T)) * JhiR B BE A E
EMARM Appraisals Limited# 77 2 &
BEAEEER - T REFREE
MZARBEIIDRETEERES
MAZEZR AR BEFEE_RTE -

RZBE—AFER-_ZE—N\FA=1
H - 4 Bk M {8200,000,000/% Jt 2 &
BB TAATZRITERE R
FRTEAER DUARTAEIZHA
FUFEEMHASWAEZRZY -

ELy



For the year ended 30 June 2019 B E=T—NFANA=THILFE

Standing
timbers
RFHZHA
HK$'000
FAET
At 1 July 2017 R_E—tFt+tH—H
Change in fair value less costs to sell RNAEZER L E KK
Exchange differences ME 5 Z &
At 30 June 2018 and 1 July 2018 RZE—-—N\FXA=TH
A—ZZE—-NFLtHA—H 348,933
Change in fair value less costs to sell DR EZEREE KA (72,769)
Exchange differences E & =% (13,175)
At 30 June 2019 R_ZE—-NFERNA=1H 262,989

The Group’s biological assets represent standing timbers on
plantation land of approximately 30,000 Chinese Mu with a
lease term of 30 vyears, expiring in 2038. The standing
timbers comprise mostly poplar trees (accounting over 99%
of the total standing timbers), mixed with a very small
portion of other species of deciduous trees such as elm and
willow. During the years ended 30 June 2019 and 2018, the
Group did not harvest or sell any standing timbers.

The Group's standing timbers as at 30 June 2019 were
independently valued by Roma Appraisals Limited (“Roma”)
which comprises a group of independent professional valuers
with experience and expertise in relation to biological assets
valuation. Their team consists of professional valuers and
agricultural experts who work together in a wide array of
biological assets to ensure the reliability and fairness of their
valuation results. Accordingly, the directors are of the view
that Roma is independent and competent to determine the
fair value of the Group’s biological assets.

China Environmental Resources Group Limited
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Roma has adopted a market approach for the valuation of
standing timbers. The method uses the present market value
in terms of price per unit cubic meter of round logs and the
total merchantable volume of timbers on the plantation land
as at 30 June 2019 as a basis for calculating the fair value
less costs to sell of the biological assets. Roma has adopted
the measured merchantable volume of standing timbers as
indicated by the forest manager of the Group and also
verified the market price per cubic meter of logs by
referencing to the market price lists, after taking into
account of local timber manufacturing factories as well. The
principal assumptions adopted are as follows:

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

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

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

Nature risk

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

THRREEREEBRAF F
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Cost
At 1 July 2017
Additions
Exchange differences
At 30 June 2018 and
1 July 2018
Exchange differences
At 30 June 2019
Accumulated amortisation and
impairment losses
At 1 July 2017
Amortisation for the year
Exchange differences
At 30 June 2018 and
1 July 2018
Amortisation for the year

Impairment loss recognised
for the year

Exchange differences
At 30 June 2019

Carrying amount
At 30 June 2019

At 30 June 2018

The operating rights relate to

right to use and operate the plantation land of a subsidiary

For the year ended 30 June 2019 B E=T—NFANA=THILFE

[ %.
N—E—+F+F—H
NE
b Z
RZZE-NFNA=ZTH
R-E—N\FE+A—H
ME o =5
RZEBE—-NLEASA=+H
it EERBESE
RZE—+FtH—-H
F % 5
M =5
RZE—NEXA=FH
k=—ZF—-N\FtHA—H
F R
FABEBRAEEBE
MEH Z
RZZE-NFNA=TH
ARTE{E
RZE—NEX~A=FH
RZE—-NE~A=+H

the favorable aspect of the

of the Company. The subsidiary was acquired in the year
ended 30 June 2009. The intangible assets are amortised
using straight-line method over the useful life of 30 years
and the remaining useful life is 19 (2018: 20) years.

China Environmental Resources Group Limited

Exclusive

Operating distribution
rights rights Total
GEE BROHE @zt
HK$'000 HK$'000 HK$'000
FET FTET FTET
145,171 — 145,171
— 24,115 24,115
4,283 — 4,283
149,454 24,115 173,569
(5,952) — (5,952)
143,502 24,115 167,617
41,536 — 41,536
5,059 66 5,125
1,148 — 1,148
47,743 66 47,809
4,831 789 5,620
— 17,185 17,185
(1,949) — (1,949)
50,625 18,040 68,665
92,877 6,075 98,952
101,711 24,049 125,760

RSN RNTIHBARERREE
BELIHENNEFNAR - AR AR
BE-_ZETAFNA=1THIEFEK
BWHERAR BEFEEFRERER
A30FER O ERFHANESR M T
E;ﬁ)ﬂiﬂﬁﬁw&(:%ﬁﬂ\i 20
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For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

The exclusive distribution rights relate to the exclusive rights
to distribute and sell products associated with the golden
flower tea business in the PRC for a period of 30.6 years.
The exclusive distribution rights are amortised on a straight-
line basis over the useful life of 30.6 years and the
remaining useful life is 29.5 (2018: 30.5) years. The Group
carried out reviews of the recoverable amount of its
exclusive rights in 2019 as a result of the deterioration of
the markets of the Group’s products. These assets are used
in the Group’s segment of sales of golden flower tea
products. The review led to a provision for impairment loss
of HK$17,815,000 recognised in profit or loss. The
recoverable amount of HK$6,075,000 has been determined
on the basis of the value in use by using discounted cash
flow method (level 3 fair value measurements). The discount
rate used was 13.5%.

THRREEREEBRAF F
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

HK$'000
FET

Cost (DN
At beginning and end of reporting period WEBYRER 1,087

Goodwill acquired in a business combination is allocated, at
acquisition, to the CGU that are expected to benefit from
that business combination. The carrying amount of goodwill
had been allocated to the CGU of trading of motor vehicles.

Impairment testing of goodwill

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

As at 30 June 2019, the value-in-use calculation uses cash
flow projections based on the financial budgets approved by
the management covering a 5-year period. Key assumptions
used by the management in the value-in-use calculation of
the CGU include budgeted revenue and gross profit margin.
The pre-tax discount rate used for estimating the value in
use is 13.5%.

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

The management is not currently aware of any other
probable changes that would necessitate changes in its key

estimates. No impairment loss has been recognised for the
year ended 30 June 2019 (2018: Nil).

Finished goods 2K on

China Environmental Resources Group Limited
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Trade receivables JE UK BR 3R
Less: provision for impairment loss W OB EE IR s

BNRE -ZER
H A & U IR

Prepayments, deposits and other
receivables

The Group’s trading terms with customers are mainly on
credit. The credit terms generally range from 30 to 90
(2018: 30 to 180) days. Each customer has a maximum
credit limit. For new customers, payment in advance is
normally required. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are
reviewed regularly by the directors.

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

0-90 days 0E90K
91-180 days 91£180K
181-360 days 181E360K
Over 360 days B #3600

The movement in provision for impairment of trade
receivables is as follows:

Balance at beginning of year F ) 4 8
Impairment loss recognised ERRBEERE
Balance at end of year FIRAE

THRREEREEBRAF F

2018
—E-N\F
HK$'000

F 7T
21,424

21,424

38,759
60,183

AEFBFTBUEEARERTPTUR
SIER -5 EH — KN F30290%
—ZE— )\ :308180K) "%
NEBEFPHERFEELR FIXFBREE
DRAN K - NEE KB H EKE
BEWREGSRERER - BB TH

USSR AR EZRA B ZREK DT (2
HERBEFHE DT

2018
—E—N\F
HK$'000
FHTT
20,289

220

765

150

21,424

FEWRRFOREREEZOT

2018
—E-N\F
HK$'000
TET
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Impaired trade receivables were mainly due from customers
with long outstanding balances and the management of the
Group considered the recoverability is remote as the related
customers were in financial difficulties or have prolonged
delay in repayment. The Group did not hold any material
collateral over those balances.

The Group applies the simplified approach under HKFRS 9 to
provide for expected credit losses using the lifetime expected
loss provision for all trade receivables. To measure the
expected credit losses, trade receivables have been grouped
based on shared credit risk characteristics and the days past
due. The expected credit losses also incorporate forward
looking information.

1-90
days past
Current due
B
B 1E90X
At 30 June 2019 RZF-1%F
~A=tH
Weighted average expected Mg B HEE X
loss rate
Receivable amount (HK$'000) MEW 4% (T L)
Loss allowance (HK$'000) BREE(TET)
At 30 June 2018 R=ZB-N\%§
~A=t+H
Weighted average expected ~ fI#EF197E HiE51E =
loss rate 0% 0%
Receivable amount (HK$'000) [& & %8 (F/ ) 12,303 8,071
Loss allowance (HK$'000) BREE(TET) -

Receivables that were past due but not impaired relate to a
number of independent customers who have no recent
history of default and have kept good track records with the
Group. The Group does not hold any collateral over these
balances. Based on past experience, the management
believes that no impairment allowance is necessary in respect
of these balances as there are no significant change in their
respective credit quality and the balances are still considered
fully recoverable.

China Environmental Resources Group Limited
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Loan receivable, secured EUE R - B
Loans receivable, unsecured FEURE 3K - E K I
Loan interests receivable, secured

Analysed as: DA
Current assets M EE
Non-current assets IEMBEE

The loans granted are interest bearing at 9%-20% (2018:
9%—15%) per annum. The loan period is generally 1 to 36
(2018: 3 to 12) months. Loan receivable of approximately
HK$1,000,000 (2018: HK$2,000,000) is secured over watches
(2018: properties) owned by a borrower. The directors of the
Company monitored the collectibility of the loans receivable
closely with reference to their respective current
creditworthiness and repayment records.

The ageing analysis of these loans and interests receivable,
based on loan commencement or renewal date set out in
the relevant contracts, is as follows:

0-90 days 090K
181-360 days 181E360K
Over 360 days B A360K

The Group applies the simplified approach under HKFRS 9 to
provide for expected credit losses using the lifetime expected
loss provision for all loans and interests receivable. To
measure the expected credit losses, loans and interests
receivable have been grouped based on shared credit risk
characteristics and the days past due. The expected credit
losses also incorporate forward looking information.

THRREEREEBRAF F

EWRERFE  BEM

Loan interests receivable, unsecured — FEUT & Z A & - 4 3K 30

2018
—E-N\F
HK$'000

F 7T
2,000
22,843

12

791

25,646

25,646

25,646

ERZEFIZFMNEI%E20% (=ZF
—\F 9% FE15% )t B - ERER
—BABIE6(ZZE—/\F :3%12)#
A - B E FX 491,000,000 T (=&
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A e

RIFEEBE NI N ERFIANER
B BRIV 5% % B K I R WK B R ik 0 AT
o

2018
—E-N\F
HK$'000

F 7T
19,593
5,600

453

25,646
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

181-360 Over 360
days past days past
Current due due Total
SEiTp- .| ciaH
BHl 181ZF360K #Bi@360K st
At 30 June 2019 NRZF—NhE
<A=+H
Weighted average expected fi# F 578 £
loss rate EE=
Receivable amount FEWE & (THL)
(HK$'000)
Loss allowance (HK$'000) B8 & & (T8 T)
At 30 June 2018 R-ZF—N\E
~A=+H
Weighted average expected fl## F 5 78 &
loss rate B8 = 0% 0% 0%
Receivable amount e (FERL)
(HK$'000) 25,193 453 — 25,646
Loss allowance (HK$'000) BB & & (T4 T) — — — —

The receivables that were past due but not impaired relate
to independent borrowers that have good track records with
the Group. Based on past experience, the directors of the
Company are of the opinion that no provision for
impairment loss is necessary in respect of this balance as
there has not been a significant change in credit quality and
the balance is still considered fully recoverable.

Equity securities listed in Hong Kong, M&E LT 2 R ARZE %

at fair value BRARE

The fair value of the listed equity securities was determined
based on the quoted market bid prices of the corresponding
listed equity securities.
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

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

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

According to the Company’s announcement dated 18 June
2015, the Group and the vendor entered into a
supplemental termination agreement to amend certain terms
of the termination agreement relating to the refund of the
remaining refundable deposit. Pursuant to the supplemental
termination agreement, the Group and the vendor have
agreed that the remaining refundable deposit shall be
refunded to the Group by two installments including
HK$20,000,000 and HK$70,000,000, together with interest
as calculated at 5% per annum, repayable on 18 June 2015
and 19 November 2015, respectively. The second installment
of HK$20,000,000 together with interest was received by the
Group on 18 June 2015. During the year ended 30 June
2018, the Group received deposit refund of HK$58,000,000
together with interest income of HK$2,000,000. The deposit
of HK$12,000,000 was overdue as at 30 June 2018 (2018:
HK$12,000,000).

The directors of the Company are of the opinion that no
provision for impairment loss is necessary in respect of this
balance as the Group obtains collateral from the vendor of
which the estimated value is sufficient to cover the
outstanding amount in case of default.
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Notes to the Consolidated Financial Statements

e BRI

26. TRADE AND OTHER PAYABLES 26. FE{FTARFR & H fh FE £+ 518

2019 2018
—E-hE —E—\F
HK$°000 HK$'000
TERT FET
Trade payables JE A5 BR 3K 2,160 717
Other payables and accruals H th FE 5K IR 2 FE 5t :KIE 22,303 21,573
24,463 22,290

The ageing analysis of trade payables, based on the date of ERRFIRKRE R B RS0

receipt of goods, is as follows: TS ¢
2019 2018
—E-hE —E—\F
HK$°000 HK$'000
TET FET
0-90 days 0ZE90K 2,059 66
91-180 days 91E180K - 69
181-360 days 181E360K 50 582
Over 360 days B A360K 51 —
2,160 717
27. BANK LOANS 27. RITER

2019 2018
—T-hE —T-)N\#F
HK$'000 HK$'000
TER FHET
Bank loans RITER 22,000 —

The bank loans are repayable on demand or within one year RITEREERIRN —FUAREE -
and arranged at 1.5% per annum over the applicable WiRERABBRTEAEZFRENESF
HIBOR. 1.5% % 5 °

The effective interest rate at the end of the reporting period R|mEHRR  BREMEF/L03% °
was 4.03%.

R-ZBE—NAENA=1H " RBTEXR
LA 42 BR TH {£200,000,000/% 7T 7 12 &
7} (5 B FH & U A B R B4 VR HE R
(Ft3E17) ©

As at 30 June 2019, the bank loans were secured by the car
parking spaces with aggregate carrying amount of
HK$200,000,000 and a deed of assignment of rental income
from the car parking spaces (note 17).
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

The movements in deferred tax liabilities are as follows:

At 1 July 2017 RZE—tFtH—H

Credited to profit or loss for the F AR IBEI0K% (A a£11)
year (note 11)

Exchange differences

At 30 June 2018 and
1 July 2018

Credited to profit or loss for
the year (note 11)

Exchange differences
At 30 June 2019

bE 5 = &R

—ZT-NFtHA—H
FRARBZA (BaE11)

bE 5 = &
R-_Z—NFERA=1H

At the end of the reporting period, the Group has unused
tax losses of HK$86,236,000 (2018: HK$66,065,000)
available for offset against future profits. No deferred tax
asset has been recognised in respect of the unused tax
losses due to the unpredictability of future profit streams of
the respective group entities. Included in unrecognised tax
losses are losses of approximately HK$10,456,000 (equivalent
to RMB9,188,000) (2018: HK$13,274,000 (equivalent to
RMB11,200,000)) that will expire in 5 years from the year of
origination. Other tax losses may be carried forward
indefinitely.

THRREEREEBRAF F

RZE-NFRA=+TBER

BEERERBESHNOT

Fair value
adjustment
on
biological Operating
assets rights Total
EYEEZ
ARERE HEE “st
HK$'000 HK$'000 HK$'000
THET THET THET
126,505 25,909 152,414
(43,671) (1,265) (44,936)
4,399 784 5,183
87,233 25,428 112,661
(18,192) (1,208) (19,400)
(3,293) (1,001) (4,294)
65,748 23,219 88,967

RMER REBRBAHIEEIR
86,236,000 T(= T — J\ F:
66,065,000/ JT) A] £ ¥ §5 7K 2K )% F
e ARNBRAEFSEEER R K R
R OB+ B £ T ok B B A TE RS 18 AR
RELEHBEE - st AKRKERRIEES
1 1 1B 18 4910,456,0005% 7T (48 & 7%
A R #9,188,0007T)( = & — )\ & :
13,274,000 7T(# & W A R &
11,200,0007T)) #5 & #E 1A & JE #2515
Flgm e Htb B E B s ER A
[
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

Authorised: SEE
15,000,000,000 ordinary shares of BRMEE0.02E L
HK$0.02 each 15,000,000,000/% & 38 f%
Issued and fully paid: ERITRERE :
2,036,538,114 (2018: 2,036,538,114) &R HE{E0.02/ 7T 2
ordinary shares of HK$0.02 each 2,036,538, 114/% & i i
—E—\F:

2,036,538,1140%)

A summary of the movements in issued share capital of the
Company is as follows:

At 1 July 2017 RZE—tFtH—H
Placement of new shares (note) fic & A% (47 3E)

At 30 June 2018, 1 July 2018 and RZZE-—NFRA=T
30 June 2019 H —ZE—N\FtH—
BEZZF—hFRA

=+A
Note:

On 12 March 2018, the Company entered into a placing agreement
with a placing agent in respect of the placement of 339,400,000
ordinary shares of HK$0.02 each to independent investors at a price of
HK$0.255 per share. The placement was completed on 6 April 2018 and
the premium on the issue of shares amounting to approximately
HK$77,345,000, after net of share issue expenses of approximately
HK$2,414,000, was credited to the Company’s share premium account.

China Environmental Resources Group Limited Annual Report

2018
—E-N\F
HK$'000

F 7T

300,000

40,731

ARARRITRAZZHBEEMT -

Number of
shares Amount
& E &
HK$'000
FHET
1,697,138,114 33,943
339,400,000 6,788
2,036,538,114 40,731

B et

RZZE—N\E=ZA+=H RAOAAEEER
B VEEHE  REE BIRSR0.2555 T
[\ 38 32 % & % B %339,400,0000% & i @ (&
0028 T2 EBR -BEER_ZT—/\FHWE
ABABZER BOBETZHEEN A
77,345,000 T (& MBERHBETH D
2,414,000 7T) * EFFARR R Z R K5 5= B
BEA o



For the year ended 30 June 2019 EHE=-ZT—AFENA=FTHILFE

Equity-settled share option scheme

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

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

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

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

THRREEREEBRAF F
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For the year ended 30 June 2019 #HZE—-=

The maximum entitlement for any one participant is that the
total number of shares issued and to be issued upon
exercise of the options granted to each participant under the

—NEFRNA=ZTHILEFE

Share Option Scheme in any 12-month period shall not

exceed 1% of the total number of shares in issue of the
Company. Any further grant of options in excess of the 1%
limit shall be subject to shareholders’ approval in general
meeting with such participant and his or her associates
abstaining from voting. The Share Option Scheme will
remain in force for a period of 10 years from the date upon
which the option is deemed to be granted and accepted.

Details of the movements of share options are as follows:

Grantees

ARA

Executive Directors

HITE=S

Executive Directors

MITES

Chief executive officer

TTHRABE

Chief executive officer

TR

Independent non-
executive directors

BUFRTES

An employee

—%E8

Employees

(S

Consultants

Z1L

Weighted average
exercise price (HK$)

MAEFHITEECET)

China Environmental Resources Group Limited

Date of grant

=B

22 April 2016
—E—XEWNA
—+Z=H

5 June 2018

—E-N\F~A
hH

22 April 2016

—E—XENA
—+=H

5 June 2018

—ZT—-N\EXA
fH

5 June 2018

—Z—-N\EXA
fH

22 April 2016

—T—X~FWA

5 June 2018

—E—N\EXA
Gl =]

5 June 2018

—ZE-NEXA
fH

Exercise period

fTiEs

22 ApriI 2016-21 April 2026
T-RNFMA=1+= H
77/\qip;qﬂ +

5 June 20184 June 2028

- N\ERARRAE=Z
ZNERAMHE

22 April 2016-21 April 2026

ZE-RFMAZ+ZHEZ
ToRFWEA=+—H

5 June 2018-4 June 2028

—E-NEXARBRE=T
ZNEARAMA

5 June 20184 June 2028

—E-NEXARBRE=F
ZNEARAMA

22 April 2016-21 April 2026

—E-RNFERA=-+ZHEZ=
ToRFHEAZ+—H

5 June 2018-4 June 2028

- N\FRABRBEE=ZT
ZNFEARNAEA

5 June 2018-4 June 2028

—E-NEXARBRE=T
ZNEARAMA

REBEBRESS E—R28EELE
EAt_—EAREBAETESSEE
Zé&ﬁﬁﬂﬂiéﬁﬁ%ﬂi%%% TZ D

BB =R 7T SHBARAD#®

ﬁﬁﬂ\i@%ﬂ% — SR LEBE1%
PR &R < P AR AE zﬁ\%%x%ﬂk%k@
BE Mze2EERHEBE AN
PLUL IR SR o BEARAE AT 810 M IR AR
AEEHRER 2 B EE0F £
WA -
BREESH 2 FBOT
Number of share options
BREYRE
Granted Balance as at
during the 30 June 2018,
Exercise year ended 1 July 2018
price per Balance as at 30 June and 30 June
share 1 July 2017 2018 2019
RZF—N\&
~A=+A8 -
=AY
S tA—BX%
—E-N\f —E-NE
R-F—tfF »<A=+H ~A=+H
BRiTHEE +tA—BZ&H LEERH Z &R
HK$
BT
0.2064 42,428,451 — 42,428,451
0.3170 — 9,900,000 9,900,000
0.2064 14,142,817 — 14,142,817
0.3170 = 2,800,000 2,800,000
0.3170 — 3,000,000 3,000,000
0.2064 14,142,817 — 14,142,817
0.3170 — 18,800,000 18,800,000
0.3170 — 20,400,000 20,400,000
70,714,085 54,900,000 125,614,085
0.2064 0.2547
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

The fair value of share options was calculated using the BREZARBENER_IBHAEER
binomial pricing model. The inputs into the model are as REGE - ZBR 2B ABERAT -
follows:
Date of grant 22 April 2016 5 June 2018
—E—RE —E—-N\EF
REBEH mA=+=H AAH
Stock price gl HK$0.198 HK$0.315
0.198/% 7T 0.315%8 7T
Strike price TR E HK$0.2064 HK$0.317
0.20647% 7T 0.317% 7T
Historical volatility JE 52K 18 96.86% 47.82%
Contractual life &K FH 10 10
Risk free rate # [3, fx A1) 2 1.311% 2.125%
Dividend yield IR B as = 0% 0%
Early exercise multiple RETEGBH 2.8 2.2-2.8
Exit rate per annum FRARE 22.92% 0%-27.32%
Expected volatility was determined by calculating the TEEDR R AR A NG RENBE T
historical volatility of the Company’s share price over the FrRLEBOFEMBE - ZRA
previous 10 years. The expected life used in the model has FrARZEFHERBEASE 2 &E
been adjusted, based on the Group's best estimate, for the fhEr AR - 7RSI L1TA
effects of non-transferability, exercise restrictions and EAEMERIFETIUNARE-

behavioural considerations.

THRREEREEBRAF F
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

(a)

Disposal of subsidiaries

Net assets at the date of disposals are as follows:

Prepayments, deposits and other FBf{3kIE - & & K E M

receivables & W 5K I8

Bank and cash balances RITRIE € & 5%

Accruals and other payables JE 5T 3038 K A fth FE 5 ;RIE

Non-controlling interests IR E S

Net assets disposed of EHEEEFHE

Total consideration BRAE

(Gain)/loss on disposals of HEWB ARz (W),
subsidiaries &8

Net cash inflow/(outflow) arising HEELNIREHRA
from disposals: Ot ) JF 88 -

Cash consideration received BUWR e KE

Cash and cash equivalents EHERERERRE
disposed of " H

Notes:

(i) On 21 June 2019, the Group disposed of all its shares in
Bright Race Limited for a consideration of HK$12,900,000.

(i) On 31 May 2018, the Group disposed of all its shares in
World System Development Limited for a consideration of
HK$51.

(iii) On 29 June 2018, the Group disposed of all its shares in

Triple Harvest Holdings Limited for a consideration of
HK$8.

China Environmental Resources Group Limited Annual Report

(a)

HEMBAT
REEBRNEEFELT

B et

(i)

(iii)

2018
—E-N\F
HK$'000
FHT

(notes (i) & (iii))
(Bt 2% Gi) R (Gii) )

17
2

(15)
7

11

11

RZBE-—AFEAZ+—8H"
K & B B [ #EBright Race
LimitedZ 2 & B 7 - 1EB R
12,900,000 JT °

R-—ZE—-N\FHA=+—8"
AEEEHEXSERERA
Az 2ERD - FERS1ET -

R=ZZT—NFXA=+1B8"
A& BB ETriple Harvest
Holdings Limited,z & #3 %17 -
EBR8E T -



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

(b)

Changes in liabilities arising from financing

activities

The following table shows the Group’s changes in
liabilities arising from financing activities during the

year:

At 1 July 2017

Changes in cash flows

Non-cash changes

— interest charged

— loss on settlement of
promissory note

At 30 June 2018

Changes in cash flows
Non-cash changes
— interest charged

— interest payable
reclassified as other
payables

At 30 June 2019

R—_F—tF+tAH—H
Rene®
R EE
— BEHE
— REALERER

RZE—N\F

NA=ZT+H

HeRhe®

FHEE

— BitAE

— E¥oBEAREM
JE {5 208 |9 JE 1

(b)

Borrowings

LS

HK$'000

T

(105)

105

21,286

749

RETSHELAZEBEEH

TRIWTFAARE B g EE S
EEZEEED :

Total

liabilities

from

Promissory financing

note activities

MMEFHELE

AERER ZHEAEE

HK$'000 HK$'000

FA& T FHET

28,881 28,881
(30,468) (30,573)

443 548

1,144 1,144

— 21,286

= 749

— (35)

s 22,000

THRREEREEBRAF
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e BRI

32.

134

DEREGISTRATION OF SUBSIDIARIES 32. EEHKMBAT
Net liabilities of the subsidiaries at the date of deregistration REEBHEMBARI  BEFRED
are as follows: T
2018
—E-N\F
HK$'000
FAET
(note)
(K1 at)
Prepayments, deposits and other receivables JB{f 7K1 « & & K& H & U 208 65
Accruals and other payables FE 5t R IR R H b F& < FRIE (2,662)
Net liabilities disposed of EHEAETFE (2,597)
Release of cumulative foreign currency R MNEH B ERED
translation reserve 39
Gain on deregistration of subsidiaries M B AR 2 Y= (2,558)
Note: Wt
Bright Delight Group Limited and #BEELAEWMBR QAT were Bright Delight Group Limited & #7358 & {8+ 4
deregistered on 1 May 2018 and 1 June 2018, respectively. MERAFRESIR=-TE—N\FRA—A R
—ENEAA-RE#-
China Environmental Resources Group Limited 20719 Annual Report
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RE BRI

33. STATEMENT OF FINANCIAL POSITION OF THE 33. AT ZHBRRNEREE
COMPANY AND RESERVES

() FAFZHMBRRAER

(a) Statement of financial position of the

Company
2019 2018
—E-hE —E—N\HF
HK$'000 HK$'000
TFi#&T THET
Non-current assets EREEE
Investments in subsidiaries REB AR ZKE 11 10
Current assets REEE
Prepayments, deposits and other FEftZIE « & & K&
receivables H fth B UL 5K I8 999 947
Due from subsidiaries [ NGIE 381,156 782,504
Bank balances RITHEH 678 300
382,833 783,751
Current liabilities REARE
Other payables H b & (S 5RIB 7,555 7,365
Due to subsidiaries R ENGIE @ 453 —
Bank loans RITER 22,000 —
30,008 7,365
Net current assets RHEEFHE 352,825 776,386
NET ASSETS BEFH 352,836 776,396
Capital and reserves BERRMEE
Share capital & A 40,731 40,731
Reserves & 312,105 735,665
TOTAL EQUITY R 352,836 776,396

TERREREEERAF
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For the year ended 30 June 2019 B E=T—NFANA=THILFE

(b) Reserves of the Company

(c)

(b) EATF

Share-based

Share compensation

premium
B 15 it (B AR
HK$'000
FHET
At 1 July 2017 RZT—+tF
+H—H 1,133,156
Loss for the year FEBE —
Placing of new shares B & #1A% {7 77,345
Recognition of equity-  HERIAMEZ 4 E A
settled share-based B A7 7 BB A 3R
payments —
At 30 June 2018 RZZ-N\%F
~NA=+H 1,210,501
At 1 July 2018 RZZE—N\5F
+A—H
Loss for the year FEBIE
At 30 June 2019 R-_ZB—N%F
NAZ=Z1H

Nature and purpose of reserves of the Group

China Environmental Resources Group Limited

Under the Companies Law 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 due in the ordinary course of
business.

In accordance with the relevant regulations of the
PRC, the group entities established in the PRC
are required to transfer a certain percentage of
the profit after tax, if any, to a statutory reserve.
Subject to certain restrictions as set out in the
relevant regulations, the statutory reserve may be
used to offset the accumulated losses, if any, of
the group entities.

reserve

B 13 M & it
HK$'000
TR

6,923

8,920

15,843

Accumulated

losses Total
RitBEE @t
HK$'000 HK$'000
FET FET
(464,753) 675,326
(25,926) (25,926)
= 77,345

= 8,920
(490,679) 735,665

(0 FREfBZHERAE

Annual Report
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REZBRZDIKKE A
Hif& - N AR EESE A
FEBBAETEEDME
pr=

REBHBEBEER - NP
Bz SEERARE
e Bl 2 BR 3 1% 5 ) (20
BIBREZXTEHE &
BT RBEARMESCET
REIHBRT  IAERE
ARAFEEHEEEEZR
AAEBERE) -



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

(c) Nature and purpose of reserves of the Group () FEEREZMHERAR
(Continued) (#8)

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

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

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

BARARBEARANIAZ
Ao B EME AR
BEAEEZHENER -

B tn BM < ek 15 2 AR B 3L
ANERAEEARD SER
MR(RMFAHRZ &
ATHSR - ERAASEE
EREERBZER MG
BB ZRITERREZ

AV IR

SMNER FE R ERIRES
SNEBMBRERMEE 2
EENEZR BRARKE
RIE I FE3FTE 2 & 5T IR
RELHE

The Group did not have any significant contingent liabilities AEERRZZE-NERZT-—N\FX
A=+BHBYEAEREANKAEE -

at 30 June 2019 and 2018.
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Fa)

35.

138

Bt 8% 3R 2R B =

COMMITMENTS 35.

As at 30 June 2019, the total future minimum lease payments
of the Group under non-cancellable operating leases are

3

RZEBE-—AFRA=+H AKEHR
BAAMELEHERREN 2RIE

payable as follows: HENRAENAT :
2019 2018
—E-NE ZE-)N\F
HK$'000 HK$'000
FHET FAET
Within one year —F R 5,685 3,143

In the second to fifth years inclusive 2 -FZFHF

(BEEEWEF) 912 1,983
After five years hF& 512 533
7,109 5,659

Operating lease payments represent rentals payable by the
Group for office premises. Leases are negotiated for an
average term of 1 to 3 years and rentals are fixed over the
lease terms and do not include contingent rentals.

In addition, a subsidiary of the Company has contracted to
use and operate certain plantation land with an initial lease
term of 30 years with annual concession fee payable of
RMB30,000.

China Environmental Resources Group Limited 20719 Annual Report

REMENFTEASERBREEME
AxffzHE HMELER  FHHE
HIREF  HEAZESAERE
ATEExAES -
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For the year ended 30 June 2019 B E=T—NFANA=THIEFE

(a)

(b)

In addition to the transactions and balances disclosed
elsewhere in these consolidated financial statements,
during the year, the Group entered into the following
material related party transactions.

Rental expenses (note (a)) BER X (Kit@)

Sales to a related company m—EEEAFEE
(note (b)) (H1at(b))

Purchases from a related B —EEERARE
company (note (b)) (K17Eb))

Purchase from a director, Mr. BEEZBEELE
Yeung Chi Hang (note (c)) R (K72t (c))

Notes:

(a)

Rental expenses were paid to a company in which the
mother of Mr. Yeung Chi Hang (“Mr. Yeung”), an
executive director, Chairman and Chief Executive Director
and a substantial shareholder of the Company, has 50%
indirect equity interest.

Goods were sold to and purchased from a company whose
director is the spouse of a director of the Company’s
subsidiary.

On 28 June 2019, BAC HK Limited, an indirect partly-owned
subsidiary of the Company entered into a sale and
purchase agreement with Mr. Yeung in respect of the
purchase of a classical vehicle for trading purpose from Mr.
Yeung at a consideration of HK$2,000,000.

Key management personnel remuneration

Remuneration for key management personnel of the

Group,

including amounts paid to the Company’s

directors and all the highest paid employees, is
disclosed in note 13.

(a)

(b)

By et -

2018
—E-N\F
HK$'000
FET
2,085

112

45

HERXE XN TARANT
BEE IFRTHERRTIE
ERGEEBEE(HEEDZ
B3R ¥ B50% M3 R A =8

AR -

A—RAARHEENRE —HAAF
REEm ZRARESAELR
AMBAR —REEZMRE -

RZFE—hFANA=+NB"
AN A ) R B R A R0 B 2 A9 BT
B A ABAC HK Limited® #2145
EEVEERE NAEH
LAt {82,000,000# 7T B 13 5 4
BELTAASEEERAS -

FTEEBASHM

AEBTEZEBEABZFHEMNE
BRXNTFTARBEER 2B &
=M E R 2 E - K3
B -

THRREEREEBRAF



For the year ended 30 June 2019 EHE=-ZT—AFNA=THILFE

Particulars of the Company's subsidiaries as at 30 June R-Z—-NFNA=FH AARMH
2019 are as follows: BARZFBNT :

Name of the subsidiary

Bt B 22 51 & 7

Cai Jin Limited

MEBRAR

Gold Vantage Forestry
Limited

JEMEFRAF

Grand Diamond Investment
Limited

EBIREARLA

International Richway
Limited

REBERRA

l\/Iega Choice Holdmgs
Limited

Prima Choice Limited

Harvest Top Development
Limited

HAEEEAR QA
Wide World Inc.

Elise Company Limited

BAC HK Limited

China Environmental Resources Group Limited

Place of
incorporation/
registration

FE RS
T 1t B

The British Virgin
Islands

RBRELHS

Hong Kong

B
Hong Kong

)
Hong Kong

BB

The British Virgin
Islands

RERLHS

The British Virgin
Islands

REBRLES

Hong Kong

S

The British Virgin
Islands

REBRELHS

The British Virgin
Islands

RBELHS

Hong Kong

Issued and
paid-up capital
TR
BREEXR

Us$1

1£7T
HK$1

1787
HK$1

178 7T
HK$10,000
10,000/ 7T

UsS$1

(EV
US$1

17T
HK$10,000

10,0007 7T
Us$1

1£7T
us$1

1£7T
HK$10,000

10,000/ 7T

Annual Report

Percentage of
ownership interest

FiIE#ESL
Direct Indirect
B i 4
100% =
= 100%
100% —
100% —
100% —
100% —
— 100%
100% =
100% —
= 90%

Principal activities

FEER

Investment holding

BEZER

Investment holding

REER

Provision of money
lending services

RHEEERY

Provision of
management
services

R BB R

Securities trading
and investments

EREEMKRE

Investment holding

REER

Property investment

MERE

Investment holding

BEER

Investment holding

KREER
Trading of motor
vehicles and
related

accessories
BEEARER
E A e 14



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

Name of the subsidiary

Fft /B 2 5 & 1

Power Asia Motorsport
Company Limited

BLELEMEFR A A

Goodland Union Limited

Allied Spread Limited
HEBRA A
Powerful Elite Limited
BREBRRAF

First Rank Corporation

Warner Investments Limited
EZERLEERRAA
RERFREERAA
Well Harvest Corporation
CER Ho Wun Motors

Limited

HEBEERDQF
CER Motorsport Limited

tBEEZEESBRAA

Place of
incorporation/
registration

i oS
& 1 3t 2

Hong Kong

BB
The PRC

H

The British Virgin
Islands

RERLHS

Hong Kong

HE

Hong Kong

B

The British Virgin
Islands

KBELHS

Hong Kong

&

The PRC

Y

The British Virgin
Islands

REBRELHS

Hong Kong

B
Hong Kong

e
The PRC

T

Issued and
paid-up capital
EBTR
BREREX

HK$10,000

10,0007 7T

HK$600,000

600,000/ 7T
Us$1

1% 7T
HK$1
1787
HK$10
107 7T
US$1

1£7T
HK$1,000
1,000/ 7T
HK$77,000,000
77,000,0007% 7T
US$1

17T

HK$100

1007 7T
HK$100

10078 7T
RMB5,500,000

AR%
5,500,0007T

Percentage of
ownership interest

FIE#E S
Direct Indirect
=g =
— 90%
— 100%
100% —
— 100%
70% ==
100% —
— 80%
— 80%
100% =
— 51%
— 60%
— 100%

THRREEREEBRAF

Principal activities

EREHR

Trading of motor
vehicles and
related
accessories

BEERE RIEEER
(s

Plantation related
business

BEMRBES

Investment holding

REER
Investment holding
REZR
Dormant

RIEEE FS
Investment holding

REZER
Investment holding
REZIR
Property investment
MERE

Dormant

A B 35 75
Trading of motor
vehicle
accessories
BEERERMY
Provision of services
related to motor
vehicles
RETEARE R
Sales of golden
flower tea
products
HESEREmM



For the year ended 30 June 2019 B E=T—NFANA=THILFE

Name of the subsidiary

Fft B8 2 B & 1

Classic Noble Inc

Samuel Environmental
Resources (International)

Limited
HRRREXE(BER)BR
N

Samuel Environmental
Resources (Hong Kong)
Limited

REBRBRREXEEBEB)AR
NG

Peak Environmental
Resources Limited

SRRREEFRRA A

Reward Pinnacle Limited

GHT International Limited

Able Good Inc.

Treasure Linker Limited
Art Profit Corporation

Limited
Pop One Limited

Ocean Victor Limited

FEREZERIDEREME

NG|

China Environmental Resources Group Limited

Place of
incorporation/
registration

i oS
& 1 3t B

The British Virgin
Islands

REBRZES
Hong Kong

BB

Hong Kong

)
Hong Kong

BB

The British Virgin
Islands

RERLHS

The British Virgin
Islands

REBRLES

The British Virgin
Islands

REBRELES

Hong Kong

EE

Hong Kong

EE

The British Virgin
Islands

RERLHS

Hong Kong

5

The PRC

&

Issued and
paid-up capital
EBITR
BREREX

US$1

1% 7T
HK$1

HK$7,000,000

7,000,000/% 7T
UsS$1

(EV
US$1

17T
US$1

17T
HK$1
1747
HK$ 1
1747
US$100

100% 7T
HK$1
1787

Annual Report

Percentage of
ownership interest

FIE#E S
Direct Indirect

Hix fe)
= 100%

— 100%

— 100%

— 100%

— 100%

100% —

— 100%

— 100%

— 100%

100% —

— 100%

— 51%

Principal activities

EREHR

Investment Holding

REER

Investment holding

REER

Investment holding

REER

Trading of recycled
metals

BEEDWEE
Dormant

I K7

Investment holding

REER

Investment holding

KEZRK
Dormant
7 f 25 7
Dormant
A f 25 7

Investment holding

REER
Dormant
I 4 % 7
Dormant

I 5 2275



For the year ended 30 June 2019 B E=T—NFANA=THIEFE

The Board of Directors had decided to explore an investment
in the hotel and restaurant service industry in Nepal. On
4 September 2019, an indirect wholly-owned subsidiary of
the Company (the “Lessee”) entered into a lease agreement
with a lessor in relation to the lease of premises for a term
of 10 years effective from 1 September 2019 to 31 August
2029 (both days inclusive).

The aggregate value of consideration payable under the
lease agreement by the Lessee is NPR552,971,000
(equivalent to approximately HK$37,244,000).

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on
27 September 2019.

THRREEREEBRAF F

EZ@REREABBESE RERERY
EPREBRERE -R_F—NFN
ARBE AXRARHEEE2ENE QA
(EFBEAN)BHBATZEHE R A
REREEYME REI0F - A=F
—NEFERA-—BRBE-_FT_AFN
A=t—B(BREEEMA) L4EM -

ABAARBEHEREARENZRERE
£552,971,000/E A/ & th, (& 1R 4
37,244,000 7T) °

BERBHRENR_ZE-NAFHLA
THEREEFESRBWRERT

ELy



A summary of the results and of the assets and liabilities of the AN&EEY A AT HRFENEENREEN
Group for the last five financial years, as extracted from the BEZHMEHR T RELHHEHAECD T
published audited financial statements and reclassified as FZEBZUBHRX TR BEEBRL =

appropriate, is set out below. Ciileal -l
RESULTS For the years ended 30 June
Eg BERB=1+HLFE
2018 2017 2016 2015

—T-)\F ZT—+F ZT-RF ZT—hF
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAET TAT

Turnover BER 212,276 13,971 13,365 2,733
Loss before tax BREAIER (205,061) (38,442) (86,937) (84,601)
Income tax credit g% 44,475 9,238 16,704 15,700
Loss for the year FEBEE (160,586) (29,204) (70,233) (68,901)
Other comprehensive Hivz2m (&8 WA

(loss)/income 17,830 (6,852) (36,979) 1,246
Total comprehensive loss FE 2 HE B A%

for the year (142,756) (36,056) (107,212) (67,655)
Total comprehensive loss A FATEEEE 2T

for the year BHREAHE:

attributable to:
Owners of the Company A2 E#% A A (142,235) (34,582) (106,935) (67,655)
Non-controlling interests  FF 4% f% 4 25 (521) (1,474) (277) —

(142,756) (36,056) (107,212) (67,655)

ASSETS AND LIABILITIES As at 30 June
BERER R7A=+H
2018 2017 2016 2015

“T)\F ZT—+F ZT-RF ZT—hF
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT

Non-current assets ERBEE 767,728 882,423 835,087 801,026
Current assets MEEE 152,106 152,136 200,491 184,770
Current liabilities mEAaE (24,218) (20,613) (17,234) (16,017)
Non-current liabilities ELi ) =N (112,661) (181,295) (164,324) (193,745)
Net assets EEFHE 782,955 832,651 854,020 776,034
Attributable to: DT ALTREN:

Owners of the Company ZA2AB#A A 770,542 819,724 854,306 776,034
Non-controlling interests ~ FE4% B 4 25 12,413 12,927 (286) —
Total equity Enas 782,955 832,651 854,020 776,034
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