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Characteristics of the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”)

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

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

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

This report, for which the directors (the “Directors”) of Combest
Holdings Limited (the “Company”) collectively and individually accept
full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited for the purpose
of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that to the best of
their knowledge and belief the information contained in this report
is accurate and complete in all material respects and not misleading
or deceptive, and there are no other matters the omission of which
would make any statement herein or this document misleading.
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Group Structure

The following chart sets out the structure of the Company and its

TEBERIR=
principal subsidiaries as at 30 June 2016:
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Chairman’s Statement

TE®SE

On behalf of the board of directors (the “Board”) of Combest

AANERRFEBIERBRAA ( (ZIK’AETJ V&

Holdings Limited (the “Company”), | hereby present to our g ([E5g)AIMBRRREEAAGTRE
shareholders the annual report of the Company and its subsidiaries MEAR (5[ AER])BE-T—RFN
(collectively, the “Group”) for the year ended 30 June 2016. A=+HIEFEMNFR-
Total
=E
2016 2015
—E—XRE —hF
RMB’'000 RMB'000
ARETR ARBTT
Revenue A 89,481 94,809
Loss for the year attributable KARHEAEBGEFE
to owners of the Company B8 (71,764) (109,631)
Loss per share BREE
— basic (RMB cent(s)) —EX(ARES) (2.24) (3.42)
— diluted (RMB cent(s)) —BE(ARED) N/A ~E A N/A 738
The Group continued to focus on (i) functional healthcare products AREBEEZTROIEEERER S BFERK
includes mattresses, gyromagnetic chairs, gyromagnetic healthcare BEE T EHREER MBEER B
products, pillows, blankets, food supplements, air ionizer products, REFTE ZEREHTRER HMEAERM
other bedroom accessories and a range of functional healthcare LA K — Z 51 1) B 1 AR 2 AR 3 R B A+ (i) R &%
clothes and accessories; (i) OEM consumer electronic products BREEEMETER RIEEEBENE
includes RF connectors, transmitters for consumer electronic BEUNBEFEMIEFE ERMNBENED

products; with the newly acquired business of (iii) money leading
and (iv) advisory services include provision of consultancy services,
sourcing of financial support and company secretarial services.

Referring to 4 January 2016’s announcement, the Company
entered into the sale and purchase agreement, to acquire an
investment holding company incorporated in the British Virgin
Islands with limited liability together with its subsidiaries (the
“Target Group”) and its principal activities are money lending,
provision of credits, and provision of consultancy services and
company secretarial services at a consideration of HK$70 million
(the "Acquisition”). The Board is of the view that the Acquisition
will enable the Group to broaden its income base and to tap
into the business of money lending and related services, which
should be beneficial to the future growth of the Group. As the
consideration of the sale and purchase agreement was satisfied
by the issue of the promissory notes and taking into account the
amounts of the facility, the Acquisition did not create immediate
cash burden for the Company but also can accelerate the
business growth of the Target Group in the future. Accordingly,
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the Directors consider that the terms of the sale and purchase
agreement are fair and reasonable and the Acquisition is in the
interests of the Company and its shareholders as a whole. The
Acquisition has been completed on 6 January 2016. Although the
Acquisition has been completed for 6 months the performance
of Acquisition was quite good which contributed the turnover of
RMB26,316,000 for the year ended 30 June 2016. The Directors
considered to put more effort to explore these new business as the
financial market are still boost at that moment.

FRANCHISEE NETWORK

Our independent franchisees demonstrates the vitality of our
business and their faith in the business potential of Combest.
We are proud of our incredibly impressive group of people, the
franchisees and our employees who comprise the Combest family.
We are grateful that our independent franchisees share our beliefs
and further the mission of the Company, by tirelessly reaching out
to the marketplace to promote our functional healthcare products.
They share our confidence that they have made a positive impact
on their own lives and the lives of the customers they come in
contact with. We greatly treasure their trust in the Combest
products and we will continue to invest in training and rewarding
our invaluable franchisees for their sales successes.

PRODUCT RANGE EXPANSION

We are investing in product research and development through our
collaboration with Zhejiang University to expand the application
of magnetic physics theory (being our core competence) to a
wider range of consumer products such as the new range of the
gyromagnetic massage chairs and other consumer products and by
upgrading the existing features and functions of some of our key
selling products and at the same time, we develop and add the
smart air-cleaner and ionizer/water purification related products
on top of our traditional gyromagnetic product range so as to
widen our customer base. We believe that by developing more
new functional healthcare products through collaboration with
renowned scientists and industry experts, we are well-positioned
to enrich our product pipeline for distribution via our established
and strong franchisee sales network. We believe that Combest
stands out as a leader in commercializing the wider application of
gyromagnetic physics and the air ionizer and water purification
products into various types of consumer products and helps people
to attain a healthy lifestyle. Our culture of innovation echoes with
our mission of promoting a healthy life through science (2%

).

Chairman’s Statement

TE®SE
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Chairman’s Statement

ETE®SE

APPOINTMENT OF BRAND SPOKESPERSON TO
SOLIDIFY BRAND AWARENESS

To solidify our brand awareness and enhance our image, Madam
Lang Ping, the current coach of the China National Women
Volleyball team act as our spokesperson. Madam Lang Ping was
the star spiker of the PRC National volleyball team and played
a pivotal role in the PRC volleyball team winning the Olympics
gold medal in the 1984 Los Angeles Olympic Games as well as
the PRC National volleyball team winning the World volleyball
championship/world cup multiple times from 1981 to 1985. She is
very well-regarded as a sports icon and enjoys nationwide acclaim
as one of its top sports persons. We considered that the healthy
image of Madam Lang Ping resonates strongly with our emphasis
on promoting a healthy lifestyle and our dedication to perfection.

As said, we are very grateful to have a strong and dedicated force
of independent franchisees, who share the beliefs and mission of
the Company, by promoting our functional healthcare products to
consumers. We treasure their trust in the products and future of
the Company and we will continue to develop more new products
to be launched in the marketplace and to take measures to expand
our sales in the marketplace.

Also, we would like to express our heartfelt gratitude to all
Combest staff for their dedication and outstanding performance
and to our shareholders, customers and suppliers for their loyalty
and support.
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Management Discussion and Analysis

The following sections provide a detailed review and analysis of the
results and segmental performance of the Group for the financial
year ended 30 June 2016.

FINANCIAL REVIEW

We are principally engaged in four business segments, namely (i)
manufacture and sales of functional healthcare products and other
accessories, and (i) manufacturing and trading of OEM consumer
electronic products and components. (iii) money lending (iv)
advisory services include provision of consultancy services, sourcing
of financial supporting and company secretarial services. The
current status of our business segments is shown as follows:

Revenue and gross profit

During the year, the Group recorded a revenue of RMB89,481,000
representing a decrease of 5.6% as compared to that in previous
year. The new acquired business contributed approximately
RMB26,316,000 and the old business only contributed
approximately RMB63,165,000. The turnover of old business
was dropped because the demand on some products have been
decreased.

The Group’s gross profit margin ratio for the year ended 30 June
2016 was 44.4% as compared to approximately 19.0% in the
previous year. The increase is due to, amongst other things, the
contribution of new business acquired during the year.

The selling and distribution costs for the year were approximately
RMB19,154,000, representing a decrease of approximately 5.7%
from last year. It comprises mainly travelling cost amounting to
approximately RMB7,202,000, transportation cost amounting to
approximately RMB2,288,000, salaries and wages amounting to
approximately RMB6,713,000.

The administrative expenses for the year were approximately
RMB21,397,000, representing a decrease of approximately 8.1%.
It comprises mainly the amortization of intangible asset — franchise
network amounting to approximately RMB5,502,000, director fee
and emolument amounting to approximately RMB2,190,000 and
salaries and wages amounting to RMB5,906,000.
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Management Discussion and Analysis
EEEARRDAMN

There are impairment of intangible assets and property, plant
and equipment amounting to approximately RMB85,296,000
and RMB1,031,000 respectively arising from the impairment
assessment of functional healthcare business during the year.

Liquidity and financial resources

The Group generally finances its operation with internally
generated cash flow except for the loan provided by the
vendor in respect of the disclosable transaction published on 4
January 2016. As at 30 June 2016, the cash and bank balances
of the Group amounting to approximately RMB18,365,000
(2015: RMB26,296,000) and the net current assets of the
Group amounted to approximately RMB32,164,000 (2015:
RMB90,691,000). With such resources, the Company has adequate
financial resources for its operations.

Charges on the Group's asset

As at 30 June 2016, the shares of one of the subsidiary, Giant
Goal Limited, was pledged to Grand Castle Limited as a collateral
of promissory notes issued in respect of the disclosable transaction
published on 4 January 2016 and the shares of one of the
subsidiary, Huge Rich Finance Limited was pledged to the lender as
a collateral for in order to obtain the loan for expanding the money
lending business (2015: Nil).

Gearing Ratio

The Group expresses its gearing ratio as a percentage of other
borrowings and long term debts over total assets. As at 30 June
2016, the gearing ratio as a percentage of other borrowings over
total assets was 57.0% (2015: Nil).

Treasury policies and capital structure

Any surplus funds derived from operating activities will be placed
in savings accounts and short term time deposits with original
maturity of less than three months which secures the Group’s
liquidity position in meeting its daily operating needs.
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Management Discussion and Analysis

Exposure to exchange rate risks

For the year ended 30 June 2016, the Group’s business in
manufacturing and trading of functional healthcare products and
electronic products and other borrowings were transacted in HKS,
US dollar and RMB. The new acquired business was transacted in
HK$. The Board considered that the Group did not have significant
exposure to foreign exchange fluctuation as the management
monitored the related foreign currency closely and considered
hedging significant foreign currency exposure.

Contingent liabilities

As at 30 June 2016, the Group did not have any significant
contingent liabilities.

Employee information

For the year ended 30 June 2016, there are 332 staff and the
staff cost, excluding directors’ remuneration, amounted to
RMB19,035,000. The employee remuneration was commensurate
with individual performance and experience and subject to the
periodic review of the senior management of the Company.

In order to maintain the standard of the Group’s services and for
purpose of staff development, the Group provided comprehensive
training programs for its staff.

BUSINESS REVIEW

We are currently principally engaged in four business segments,
namely (i) manufacturing and sales of functional healthcare
products, and (ii) manufacturing and trading of OEM consumer
electronic products and components, (iii) money lending; and
(iv) advisory services including provision of consultancy services,
sourcing of financial support and company secretarial services.

BUSINESS OUTLOOK

Referring to 4 January 2016’s announcement, the Company
entered into the sale and purchase agreement, to acquire the
Target Group and its principal activities are money lending,
provision of credits, and provision of consultancy services and
company secretarial services at a consideration of HK$70 million.
The Board is of the view that the Acquisition will enable the Group
to broaden its income base and to tap into the business of money
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Management Discussion and Analysis
EEEARRDMN

lending and related services, which should be beneficial to the
future growth of the Group. As the consideration of the sale and
purchase agreement was satisfied by the issue of the promissory
notes and taking into account the amounts of the facility, the
Acquisition did not create immediate cash burden for the Company
but also can accelerate the business growth of the Target Group
in the future. Accordingly, the Directors consider that the terms of
the sale and purchase agreement are fair and reasonable and the
Acquisition is in the interests of the Company and its shareholders
as a whole. The Acquisition has been completed on 6 January
2016. Although the Acquisition has been completed for 6 months,
the performance of Acquisition was quite good which contributed
the turnover of RMB26,316,000 for the year ended 30 June 2016.
The Directors considered to put more effort to explore these new
business as the financial market are still boost at that moment.

For the functional healthcare products business, the difficult
business environment encountered in the last financial year due to
the continuing slowdown of the domestic economy, the Company
made a loss for the year ended 30 June 2016. As the Group’s
financial result was not good. Impairment was made on intangible
assets and property, plant and equipment which created a huge
loss this year.

On 14 October 2014, the Company withdrew the application to
the Stock Exchange for the transfer of listing of all shares of the
Company (the “Shares”) from the GEM to the Main Board of the
Stock Exchange (the “Transfer of Listing”) under Chapter 9A of
the Listing Rules as the profit test under Rule 8.05(1) of the Listing
Rules could no longer be met by the Company.

SUBSEQUENT EVENT

On 20 September 2016, the Company and Dream Star
International Ltd. (wholly-owned by substantial shareholder, Mr.
Wang) entered into the Sale and Purchase Agreement, pursuant
to which the Company has conditionally agreed to dispose of
and Dream Star International Ltd. has conditionally agreed to
acquire the Sale Shares of Diamond Globe Investments Ltd. and
its subsidiaries (“DGI” Group) and the loan due from the DGI
Group to the Company at the completion of the Disposal at the
consideration of HK$100,000,000.
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Directors, Senior Management and Staff

EXECUTIVE DIRECTORS

Mr. Qian Shi Yu, aged 51, graduated from the Wuhan Huazhong
Institute of Technology in 1984 which was renamed Huazhong
University of Science and Technology in 1988 with a degree in
Bachelor of Electronic Engineering and got the master degree of
Automatic Instrument and Device in Wuhan Huazhong University
of Science and Technology in 1991. Afterwards, Mr. Qian joined a
healthcare business and participated in research and development
department and marketing department. Mr. Qian had over 20
years of experience in various field in healthcare business.

Mr. Lee Man To, aged 43, is an executive Director, the financial
controller, qualified accountant and company secretary of the
Company. Mr. Lee joined the Group in June 2008. Mr. Lee is
responsible for the overall financial control, accounting and
company secretarial matters of the Group. Mr. Lee has over 19
years of experience in auditing, accounting and finance. Mr. Lee
graduated in the Hong Kong Polytechnic University with Bachelor
degree in accountancy in 1995. Mr. Lee is an associate member
of the Hong Kong Institute of Certified Public Accountants
and a fellow member of the Association of Chartered Certified
Accountants. Mr. Lee acts as an independent non-executive
director of Sino Harbour Property Group Ltd. in July 2011.

NON-EXECUTIVE DIRECTORS

Mr. Chan Kin Sang, aged 65, was appointed as an independent
non-executive Director since 28 September 2004 and is currently
the sole proprietor of Messrs. Peter K. S. Chan & Co., Solicitors and
Notaries. Mr. Chan has been a practising solicitor in Hong Kong
since 1982. Mr. Chan graduated from the University of Hong Kong
with a Bachelor of Laws degree in 1979. Mr. Chan was admitted as
a Notary Public in 1997 and a China-appointed Attesting Officer in
2000. Mr. Chan is a fellow of Institute of Directors and is currently
an independent non-executive director of a Singapore listed
company, namely Luxking Group Holdings Limited and 5 Hong
Kong listed companies, namely China Taifeng Beddings Holdings
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Directors, Senior Management and Staff

EE SR EEERET

Limited, China Precious Metal Resources Holdings Co., Limited,
Tianjin Teda Biomedical Engineering Company Limited, Tianhe
Chemicals Group Limited and China Fortune Financial Group
Limited. Mr. Chan is also a non-executive director of the Company
listed in Hong Kong and Pan Hong Property Group Limited listed
in Singapore. He was formerly an alternate director of Zhongda
International Holdings Limited, an independent non-executive
director of Peoples’s Food Holdings Limited and a non-executive
director of Pacific Plywood Holdings Limited and United Pacific
Industries Limited.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chan Ngai Sang Kenny, aged 51, is a partner and founder
of Kenny Chan & Co., a firm of Certified Public Accountants. Mr.
Chan has over twenty five years experience in accounting, taxation,
auditing and corporate finance and was involved in several
merger and acquisition and initial public offering projects. Mr.
Chan holds a Bachelor of Commerce degree from the University
of New South Wales and is a member of Chartered Accountants
Australia and New Zealand, The Association of International
Accountants, CPA Australia, the Hong Kong Institute of Certified
Public Accountants and the Taxation Institute of Hong Kong. Mr.
Chan served as the President of the Association of International
Accountants — Hong Kong Branch in the year 2012-2015. He
also serves on several tribunals of the HKSAR Government which
includes the Mandatory Provident Fund Schemes Appeal Board and
the Tsuen Wan District Fight Crime Committee. Mr. Chan served
as the District Governor of Lions Clubs International District 303
— Hong Kong & Macao, China in the year 2009/2010. He is an
independent non-executive director of each of TSC Group Holdings
Limited (stock code: 206), Convoy Financial Holdings Limited (stock
code: 1019) and AMCO United Holding Limited (stock code: 630),
each of which are companies listed on the Main Board of the Stock
Exchange. He is also an independent non-executive director of WLS
Holdings Ltd, a company listed on the GEM of the Stock Exchange.
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Directors, Senior Management and Staff

Mr. Nguyen, Van Tu Peter, age 72, is a senior counsel and was
called to the Bar in England by the Honourable Society of the
Middle Temple in 1970. He was an assistant crown counsel and
crown counsel in the Legal Department of Hong Kong during the
period from August 1970 to November 1974 and after leaving
Government service was in private practice as a Barrister in Hong
Kong for approximately twenty years. Mr. Nguyen was appointed
as Director of Public Prosecutions in the Legal Department of
Hong Kong during the period from July 1994 to October 1997
and he was the first Chinese to hold such position. Mr. Nguyen
was appointed as a Queen’s Counsel in 1995 and was a Judge
of the Court of First Instance of the High Court, Hong Kong
from February 1998 to April 2009. Mr. Nguyen has obtained the
approval from the relevant department of the Government of
Hong Kong Special Administrative Region of the People’s Republic
of China for his appointment as an independent non-executive
Director. Currently, Mr. Nguyen is an independent non-executive
director of Goldlion Holdings Limited (a company listed on the
main board of the Stock Exchange with the stock code: 533),
Integrated Waste Solutions Group Holdings Ltd (a company listed
on the main board of the Stock Exchange with the stock code:
923), and Greenheart Group Limited (a company listed on the main
board of the stock exchange with the stock code: 94).

Mr. Liu Tin Lap, aged 33, has over 9 years of experience in the fields
of accounting and auditing of listed companies in Hong Kong. He
obtained a bachelor’s degree of arts in accountancy from the Hong
Kong Polytechnic University in 2006. Mr. Liu has been a certified
public accountant of the Hong Kong Institute of Certified Public
Accountants since July 2010.

SENIOR MANAGEMENT

Ms. Wong Hung Flavia Yuen Yee, aged 49, is the Chief
Investment Officer of the Company. Ms. Hung is responsible for
assessing investment and merger and acquisition opportunities,
managing corporate finance activities and investors’ relationship
of the Group. Ms. Hung has over 26 years of corporate finance
experience relating to initial public offerings, mergers and
acquisitions, takeovers and privatisations, debt restructuring,
financial advisory and equity financing. Prior to joining the
Company, Ms. Hung was an executive director of a public
company whose shares are listed on the Main Board of the Stock
Exchange, and before that, Ms. Hung also held senior management
positions at a number of investment banks and brokerage houses
in Hong Kong. Ms. Hung holds a Bachelor’'s degree in Business
Administration from California State University, Los Angeles.
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Report of the Directors

EEEHRE

The Directors present their report and the audited financial
statements of the Company and the Group for the year ended 30
June 2016.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the Company’s subsidiaries are in four
business segments, (i) manufacturing and sales of functional
healthcare products; (ii) manufacturing and trading of OEM
consumer electronic components; (iii) money leading and (iv)
advisory services include provision of consultancy services, sourcing
of financial support and company secretarial services.

BUSINESS REVIEW

Further discussion and analysis of the Group’s activities as
required by Schedule 5 to the Hong Kong Companies Ordinance,
including a review of the business of the Group and an analysis
of the Group’s performance during the year, a discussion of the
principal risks and uncertainties facing by the Group, particulars
of important events affecting the Group that have occurred since
the end of the financial year and an indication of likely future
developments in the Group’s business, are set out in “Chairman’s
Statement” on pages 6 to 8 and “Management Discussion and
Analysis” on pages 9 to 12 of this annual report.

RESULTS AND DIVIDENDS

The results of the Group for the year and the financial position of
the Group as at that date are set out in the financial statements on
pages 54 to 143 of this annual report.

The Directors did not recommend the payment of any dividend in
respect of the year ended 30 June 2016 (2015: nil).

SUMMARY FINANCIAL INFORMATION

A summary of the published results, assets and liabilities and non-
controlling interests of the Group for the last five financial years,
as extracted from the audited financial statements and restated as
appropriate, is set out on page 144. This summary does not form
part of the audited financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of
the Group during the year are set out in note 13 to the financial
statements.

INTEREST-BEARING BORROWINGS AND
PROMISSORY NOTES

Details of interest-bearing borrowings and promissory notes of the
Group as at 30 June 2016 are set out in note 21 and 22 to the
financial statements of this annual report respectively.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 27 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 24 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's Articles of Association or the laws of the Cayman
Islands (being the jurisdiction in which the Company was
incorporated), which would oblige the Company to offer new
shares on a pro rata basis to its existing shareholders.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 30 June 2016.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 25 to the financial
statements and in the consolidated statement of changes in equity,
respectively. Details of the distributable reserves of the Company
are set out in note 25 to the financial statements.
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Report of the Directors

EEEHRE

MAJOR CUSTOMERS AND SUPPLIERS FERFRHEERS

The information in respect of the Group's sales and purchases RAFEN BEEXEFPLEEFZERE
attributable to major customers and suppliers, respectively, during EHAEEHERERBEERNERNNT
the year is as follows:

Percentage of
the Group’s total

EAKE

BEHI

%

The largest customer BEREP 15
Five largest customers in aggregate hAREFPER 37
The largest supplier BAHER 21
Five largest suppliers in aggregate hAARAMHERES 56

At no time during the year have the Directors, their associates or RAAREZEES BENBRBATHEMRE
any shareholders of the Company (which, to the best knowledge of (RMESFA HEAQBEBEITRAS%IA
the Directors, own more than 5% of the Company's issued share EEIRTFENEMNEESEREE L AE
capital) had any beneficial interest in the Group’s major largest ErE2sRErRftEEEMERER -
customers or suppliers referred to above.

SUFFICIENCY OF PUBLIC FLOAT REHARBRERE

Based on information that is publicly available to the Company and REARRBMERE 2 ARER RBESHA
within the knowledge of the Directors, the Board confirms that the EEgBR RAFRAENHNREZAIITH
Company has maintained a sufficient public float as required by B AAa—EER AR EZ EH
the Listing Rules as at the latest practicable date prior to the issue NBFFRE -

of this annual report.
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AUDITOR

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO as auditor of the
Company.

DIRECTORS

The Directors of the Company during the year were:

Executive directors:

Mr. Qian Shi Yu (appointed on 28 Dec 2015)
Mr. Yong Kee Poh (resigned on 28 Dec 2015)
Mr. Lee Man To

Non-executive director:

Mr. Chan Kin Sang

Independent non-executive directors:

Mr. Chan Ngai Sang, Kenny

Mr. Nguyen Van Tu Peter

Mr. Liu Wei Zhong (resigned on 15 Apr 2016)
Mr. Liu Tin Lap (appointed on 14 Jul 2016)
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Report of the Directors

EEEHRE

Pursuant to Article 108, Mr. Chan Ngai Sang, Kenny and Mr.
Nguyen Van Tu Peter shall retire at the conclusion of the AGM and,
being eligible, offer for re-election.

The Company has received an annual confirmation on
independence from each of the independent non-executive
Directors pursuant to Rule 5.09 of GEM Listing Rules. As at the
date of this report, the Company considered all such Directors
independent.

Pursuant to Article 111, Mr. Qian Shi Yu and Mr. Lin Tin Lap, the
newly appointed chairman, executive Director and independent
non-executive director on 28 December 2015 and 14 July 2016
respectively shall retire at the conclusion of the AGM and being
eligible, offer himself for re-election.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management of
the Group are set out on pages 13 to 15 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Mr. Qian Shi Yu has entered into a service contract as a chairman
and an executive Director with the Company for an initial term
of one year commencing from 28 December 2015, which will
continue thereafter until terminated by either party giving not less
than one month’s notice in writing to the other.

Mr. Lee Man To has entered into a service contract as an
executive Director with the Company for an initial term of three
year commencing from 18 February 2009, which will continue
thereafter until terminated by either party giving not less than
three month’s notice in writing to the other.

Mr. Chan Ngai Sang, Kenny was appointed as independent non-
executive Director for a term of one year expiring on 5 February
2016. He has renewed a service agreement with the Company for
a period commencing from 6 February 2016 to 5 February 2017.
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Mr. Chan Kin Sang was re-designated as non-executive Director for
an initial a term of one year expiring on 31 March 2017.

Mr. Nguyen Van Tu Peter was appointed as an independent non-
executive Director for an initial a term of one year expiring on 29
February 2017.

Mr. Liu Tin Lap was appointed as an independent non-executive
Director for an initial a term of one year expiring on 14 July 2017.

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

DIRECTORS’ INTERESTS IN CONTRACTS

Except for those disclosed in note 32 to the financial statements
and Mr. Yong Kee Poh being a director of i8R EREEFEAER
‘A 8], who resigned as the executive Director of the Company on
28 December 2015, no Director had a material interest, whether
directly or indirectly, in any contract of significance to the business
of the Group to which the Company or any of its subsidiaries was
a party subsisted at the end of the year or at any time during the
year.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

As far as the transactions set out in note 32 to the financial
statements under the heading of “Related Party Transactions”
are concerned, the transactions relating to the purchase of
gyromagnetic massage chairs and other gyromagnetic household
items as set out in note (a)(i) were continuing connected
transactions up to the year ended 30 June 2015 which had been
approved by the independent shareholders of the Company.
Save as disclosed in this annual report, there were no transaction
required to be disclosed as connected transactions or continuing
connected transactions for the year ended 30 June 2016 in
accordance with the requirements of the GEM Listing Rules.
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DIRECTORS’ INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “Directors’ Service
Contracts” and “Connected Transactions and Continuing
Connected Transactions” above in this Directors’ Report and in
note 32 to the financial statements, none of the Directors, the
controlling shareholders of the Company and or their respective
close associates has a significant interest, either directly or
indirectly, in any transaction, arrangement or contract of
significance to which the Company or any of its subsidiaries was a
party had at any time during the year.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “Connected Transactions
and Continuing Connected Transactions” in this Directors’
Report and in note 32 to the financial statements, no contract of
significance to which the Company or any of its subsidiaries was
a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

MANAGEMENT CONTRACTS

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

DIRECTORS’ REMUNERATION AND TOP FIVE
HIGHEST PAID PERSONS

Details of Directors’ remuneration and the top five highest paid
persons are set out in note 29 to the financial statements of this
annual report.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report. The Company has maintained a sufficient
public float in compliance with Rule 18.08B of the GEM Listing
Rules.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

The Chairman, Mr. Qian Shi Yu directly and indirectly holds
168,700,000 ordinary shares, representing 5.27% interests or short
positions in any shares, underlying shares or debentures of the
Company or any of its associate of corporation (with the meaning
of Part XV of the Securities and Future Ordinance, Chapter 571 of
the Laws of Hong Kong (the “SFO")).

As at 30 June 2016, except for the disclosed above, none of the
Directors or their respective associates had any interests or short
positions in the shares, underlying shares or debentures of the
Company or any of its associated corporation (within the meaning
of Part XV of the SFO) which would have required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provision
of the SFO) or which were required to be kept under Section 352
of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.
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SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS’ INTERESTS AND SHORT POSITION IN
THE SHARES AND UNDERLYING SHARES OF THE
COMPANY

A. Substantial shareholders

So far as is known to the Directors, as at 30 June 2016,
the persons, other than a director or chief executive of the
Company, who had an interest or short position in the shares
and underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO and
who were, directly or indirectly, interested in 10% or more of
the shares were as follows:

FERRRAEMALTREADFTREG R
HERONWEZER AR

A, TERRK

REEMAM R-_T—R"FNA=TH"
THAL(RRABREEFHETZITHAER
BRON) B R R R4 R AR BR R 7 B A
BRARRIEE 7 KB R 533615
MEENECMOESZIAR REE
S HEEER10%3 A EH D

Approximate
percentage to

the issued
share capital
Number and of the
Name class of securities Capacity Company
ERDRE BT
wE/ AR EHHARER 227 BREBABED
Dream Star International Limited 474,285,714 Beneficial owner 14.81%
("Dream Star"”) (Note 1) ordinary shares
Dream Star International Limited 474,285,7140% EmkEEA
(IDream Star]) (#t7#1) AR
Famous Kindway Limited 299,980,000 Beneficial owner 9.37%
(“Famous Kindway") (Note 1) ordinary shares
Famous Kindway Limited 299,980,000/ ExBEAA
(Famous Kindway | ) (##z£1) Rl
Kiyuhon Limited (“Kiyuhon") (Note 1) 103,630,000 Beneficial owner 3.24%
ordinary shares
Kiyuhon Limited ([Kiyuhon 1) (#7a#1) 103,630,000/ ExBEAA
LiEk
774,265,714 Interest of controlled 24.18%

ordinary shares
774,265,7148%
Rl
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Approximate
percentage to

the issued
share capital
Number and of the
Name class of securities Capacity Company
EARARE BT
HaE/EB EHHARER &5 BABAE D
Mr. Wang Linjia (“Mr. Wang”) (Note 1) 877,895,714 Interest of controlled 27.42%
ordinary shares corporation
EMERE(DERE]D) (1) 877,895,714 g3 UNCIEIL: 24
Rl
Shing Lee Holding Limited 650,000,000 Beneficial owner 20.30%
(“Shing Lee") (Note 2) ordinary shares
Shing Lee Holding Limited 650,000,000/ EmkEEA
(Ishing Lee]) (At#t2) L@k
Diamond Highway Limited 39,714,286 Beneficial owner 1.24%
("Diamond Highway") (Note 2) ordinary shares
Diamond Highway Limited 39,714,286% EmBAA
(IDiamond Highway | ) (##:£2) L@k
Ms. Qiu Su Gan (“Ms. Qiu") (Note 2) 689,714,286 Interest of controlled 21.54%

EEH/ME(TE/NMEL) (HE2)

Notes:

ordinary shares
689,714,286k
LiEk

corporation
e I NGIlEoE:

Brat -

1. The 474,285,714, 299,980,000 and 103,630,000 shares are registered in 1.
the name of Dream Star, Famous Kindway and Kiyuhon which are wholly

% %5474,285,7148% ~299,980,0004% K&
103,630,000A% A& 1D J4 LADream Star * Famous
Kindway & Kiyuhont) & E & & ' % Z 2 A)
HITEE2EHG Al REZSFLHE

owned by Mr. Wang. Accordingly, Mr. Wang is deemed to be interested
in all the shares in which Dream Star, Famous Kindway and Kiyuhon are

interested pursuant to the SFO. & 45) » 7F % 4 1 48 A A Dream Star » Famous
Kindway & Kiyuhon# 5 # & 2 FT B I 15 2 #E

AR -
2. The 650,000,000 and 39,714,286 shares are registered in the name of 2. #%%650,000,0000% 239,714,286 A% %15 55

Shing Lee and Diamond Highway respectively. Both are wholly owned by Bl LAShing Lee X Diamond Highwayf) £ 35 &
oA MmEAREHENMEREES - Fit -
RIFEHREE GO £/ BRI AR Shing
Lee 2 Diamond Highway# BB 2 2 A
R tn o A i o

Ms. Qiu. Accordingly, Ms. Qiu is deemed to be interested in all the shares
in which each of Shing Lee and Diamond Highway is interested pursuant
to the SFO.
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B. Other persons whose interests are recorded in the
register required to be kept under Section 336 of the
SFO

As at 30 June 2016, the Company has not been notified of
any other person (other than a director or the chief executive
of the Company) having an interest or short position in the
shares or the underlying shares of Company representing 5%
or more of the issued share capital of the Company save as

B. FidEmTARBESZRMERGIE336

RAGENECMOEMAL

RZB-—RFANA=Z1TH XRALE
EReREMEMAL (FTREALQF
EFSTBTRAB)RNEARARAID %
TINS5 % Bk A L Y 2R 22 RIR A0 Sk A R AR
P EEREIARR T ARBERSIN

below:
Approximately
percentage to
the issued
Number and share capital
class of of the
Name securities Capacity Company
BHEHER EARARE BT
mE/ &8 Ehl 54 BRABN T
(Note 1)
(Htet1)
Cytech Investment Limited 164,500,000 Beneficial owner 5.14%
("Cytech Investment"”) (Note 3) ordinary shares
Cytech Investment Limited 164,500,000/% EmfEA A
(I'Cytech Investment | ) (#7773) TimR
Benep Management Limited 164,500,000 Interest of controlled 5.14%
("Benep”) (Note 3) ordinary shares corporation
Benep Management Limited 164,500,000/% et NI oE £:3
(IBenep )) (##t3) TRk
Chinasing Investment Holdings 164,500,000 Interest of controlled 5.14%

Limited (“Chinasing”) (Note 3)
Chinasing Investment Holdings
Limited ([ Chinasing)) (##5£3)
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Approximately
percentage to

the issued
Number and share capital
class of of the
Name securities Capacity Company
BHRHAR ERDRE BT
nE/ AR Bl 20 BREBAED
(Note 1)
(Hisz1)
Pioneer Idea Finance Limited 164,500,000 Interest of controlled 5.14%
("Pioneer”) (Note 4) ordinary shares corporation
Pioneer Idea Finance Limited 164,500,000/% TEH QAN ER
(TPioneer ]) (Kt7#4) Lak
Mr. Huang Quan (“Mr. Huang") 164,500,000 Interest of controlled 5.14%
(Note 4) ordinary shares corporation
BE2AE([EELE]) (Hita) 164,500,000% g I VNGIEoE: 2
TR
Mr. Li Jiahui 243,360,000 Beneficial owner 7.60%
ordinary shares
TEBEE 243,360,000/% ExEAA
LiEk
Brow Crown International Limited 168,000,000 Beneficial owner 5.25%
("Brow Crown") (Note 2) ordinary shares
Brow Crown International Limited 168,000,0008% EREBA
(IBrow Crown |) (#tit2) T m
Mr. Qian Shi Yu (“Mr. Qian") (Note 2) 168,700,000 Interest of controlled 5.27%

TR ([8ELE]) (Hi22)

ordinary shares
168,700,000%
Rl

corporation
g I VNGIlEoF: 3
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Notes:

1. It represents the interests in the shares or the underlying shares of the
Company.

2. The 168,000,000 shares are registered in the name of Brow Crown, which

is wholly owned by Mr. Qian. Accordingly, Mr. Qian is deemed to be
interested in all the shares in which Brow Crown is interested pursuant to
the SFO.

3. The 164,500,000 shares are registered in the name of Cytech Investment.
Cytech Investment is a wholly-owned subsidiary of Benep, which is in
turn a wholly-owned subsidiary of Chinasing, a company whose shares
are listed on the Main Board of the Singapore Exchange Securities
Trading Limited. Accordingly, each of Chinasing and Benep is deemed to
be interested in all the shares in which Cytech Investment is interested
pursuant to the SFO.

4. The issued share capital of Chinasing is owned as to approximately
57.77% by Pioneer. The issued share capitals of Pioneer are wholly-owned
by Mr. Huang. Accordingly, each of Pioneer and Mr. Huang is deemed to
be interested in all the shares in which Chinasing is interested pursuant to
the SFO.

CLOSURE OF REGISTER OF MEMBERS FOR ANNUAL
GENERAL MEETING

The register of members of the Company will be closed from
Thursday, 10 November 2016 to Monday, 14 November 2016
(both dates inclusive). In order to determine the shareholders who
are entitled to attend and vote at the Annual General Meeting,
all transfers accompanied by the relevant share certificates and
transfer forms must be lodged with the Company’s branch share
registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited at 46/F, Hopewell Centre, 183 Queen’s Road East,
Hong Kong by not later than 4:00 p.m. Wednesday, 9 November
2016.

CORPORATE GOVERNANCE PRACTICES

Principal Corporate Governance practices as adopted by
the Company are set out in the section headed “Corporate
Governance Report” on pages 29 to 51 in this annual report.
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For the year ended 30 June 2016, the Company complied with
the provisions set out in Appendix 15 of the Code on Corporate
Governance Practice of the Rules Governing the Listing of
Securities on the GEM (“"GEM Listing Rules”) of the Stock
Exchange, save as the following deviation.

Chairman and Chief Executive Officer

The Company has not yet adopted A.2.1. Under the code provision
A.2.1 of the CG Code, the roles of Chairman and CEO should be
separated and would not be performed by the same individual. The
division of responsibilities between the Chairman and CEO should
be clearly established and set out in writing.

The Company does not presently have any officer with the title
CEO. At present, Mr. Qian Shi Yu, being the Chairman and Chief
Executive Director of the Company, is responsible for the strategic
planning, formulation of overall corporate development policy
and running the business of the Group as well as the duties of
Chairman. The Board considers that, due to the nature and extent
of the Group's operations, Mr. Qian is the most appropriate person
to be the Chief Executive Director because he is experienced
in management as well as mergers and acquisitions and other
key corporate matters and will be able to help the sustainable
development of the Group. Notwithstanding the above, the
Board will review the current structure from time to time. When
at the appropriate time and if candidate with suitable leadership,
knowledge, skills and experience can be identified within or
outside the Group, the Company may make the necessary
amendments.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transaction by the Directors on terms no less exacting than the
required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. The Company had also made specific enquiry
to all the Directors and the Company was not aware of any non-
compliance with the required standard of dealings regarding
securities transactions by the Directors during the Financial Year.

A Wy
TEEBRBRSE

RBE_Z-—R"FRA=+THILFE xQ
Al HEBTHRXMAIRIRES EmARR (T8
ERETRA) 2 BREATR T RIS
P2 1630 HEA TR BE B SLBR S

ERRITHAR

RABMARMEA2 1 BRIBFDEERT
A2 5T AR A2 MG EF RITHABE R
ABEERY A TEH— ARBREI - EFE
RITRAR ZERBE N D TREBREFREIL A
EEIE -

AR FIRE A WS AR B RA TR
ZHET - BEFEERARAAERRER
WITHE AEAEEZFHIERE HEE
BOEBREERLEAEEEBHURET
IEBE-EFERA ARAREZ BN
HREE BELARTCEFNTEEL S
AT RE R E RO R A
IEREFESERALELSR KA
AREBELR - BEMYL EFRBTHR
SEBRM N EEER - AR EE A
ZONTE ABAEZ BEEN A R
RERZ AR KARRGELSEER-

BEECESFRS
RRREHM—EBRRTBEREIZER ETR
RIZE5. 481K E FES5.6 7K 2 R 5 W FIR %
CEBRTEFRRHZITATE KRR
ERE2REZFELAREHR MARRLT
MERMBREFERNBEMNAFTEESTETH
ERPGZRBITIZEEZIF -
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Specific employees who are likely to be possession of unpublished
price-sensitive information of the Group are also subject to
compliance with the same Code of Conduct. No incident of non-
compliance was noted by the Company for the year ended 30 June
2016.

BOARD OF DIRECTORS

The overall management of the Company’s business is vested
in the Board which assumes the responsibility for leadership
and control of the Company and is collectively responsible
for promoting the success of the Company by directing and
supervising its affairs. All the Directors should make decision
objectively in the interests of the Company. The Board has the
full support from the chief executive director of the Company
and the senior management of the Company to discharge its
responsibilities.

The day-to-day management, administration and operation of
the Company are delegated to the chief executive director and
the senior management. The delegated functions and work tasks
are periodically reviewed. Approval has to be obtained from the
Board prior to any significant transactions entered into by the
abovementioned officers.

The Board also assumes the responsibilities of maintaining high
standard of corporate governance, including, among others,
developing and reviewing the Company’s policies and practices on
corporate governance, reviewing and monitoring the Company's
policies and practices on compliance with legal and regulatory
requirements, and reviewing the Company’s compliance with the
CG Code.
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As at the date of this report, the Board comprises two executive
Directors, one non-executive Director and three independent
non-executive Directors. The composition of the Board and the
committees of the Company are given below and their respective
responsibilities are discussed in the CG Report.

A W sy
TREEBBRSE

RARESEH EFEHMBATES — %
FRTEER="EBUFRNTEEFANX-E
EERARAEZEG2AMERN T MK
FEEEZEEREEERRENT MW e

Board Audit Remuneration Nomination

Board of Directors Member Committee Committee Committee
Exg ESZEHE EREEE FHEES REZEE
Executive Directors HiTEZE
Mr. Qian Shi Yu (appointed on 28 Dec 2015) #MFLE (R -_Z—A1%F

+ZAZ+N\BEZH) v
Mr. Yong Kee Poh (resigned on 28 Dec 2015) B ELE (R -T—HEF

+ZAZ+N\HEE) v
Mr. Lee Man To ZHEELE 4
Non-executive Director HHTEE
Mr. Chan Kin Sang PRI & 4 v v J 4
Independent Non-executive Directors BUHNTEE
Mr. Chan Ngai Sang, Kenny BR%R 5 4 4 4 4
Mr. Nguyen Van Tu Peter EELAE v v v/ v
Mr. Liu Wei Zhong (resigned on 15 Apr 2016) ZIEHRELE (RZZ—~4F

MA+HBET) v v g v
Mr. Liu Tin Lap (appointed on 14 Jul 2016) BARVEE (RZT—~F

+tA+EBEZE) v 4 4 4

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient
and effective delivery of the Board functions. Independent non-
executive Directors and Non-executive Directors are invited to serve
on the Audit Committee, the Remuneration Committee and the
Nomination Committee.

Details of backgrounds and qualification of the Directors are set
out in the “DIRECTORS, SENIOR MANAGEMENT AND STAFF” of
this report.

2REF (ERBLIFVTES ) HRESFS
TREETRACEELALR MIAREX
EESBNARETEETS ZBEE - BUIFH
TEFLIATESEBELERZES
FMEEeRRREEG@ZKE -

EE NS BRRERHABERNARE (&
T oA EBEENET-
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The Board members have no financial, business, family or other
material or relevant relationships with each other.

SN BRI AW ENE X5 Kk
HibBANMEEBER-

The Board meets regularly to discuss the Company's affairs EFgTFE T WARB 2 EBHBRE
and operations. During the Financial Year, the Board held 4 E-RNMBEEAN EEGERTNAEHE
regular Board meetings (within the meaning of the CG Code) 2R (ERADEERTH]) HEEHE

at approximately quarterly interval and 7 Board meetings which
were convened when board-level decisions on particular matters
were required. The Directors attended those meetings in person,
by phone or through other electronic means of communication.

The attendance record of each member of the Board during the

Financial Year is set out below:

MtREFE
EFBATALE
N EFTEEKRBZHFERHIWT:

TR IR FHESTEREZHEFEA
"EERHG BBEANE

aragila g
= A= &y s
AT B2 B

%N BFE

Attended/
Name of Directors Eligible to attend
HERE
BEEpA SERHERY
Executive Directors HITEE
Mr. Qian Shi Yu (appointed on 28 Dec 2015) BAIFEE (RZZT—0F
T-HA-t\BEEE) 8/11
Mr. Yong Kee Poh (resigned on 28 Dec 2015) BHRBAE (R —1F
T-A=-t\B&EE) 2/11
Mr. Lee Man To THUEL A 11/11
Non-executive Director FHHMITEE
Mr. Chan Kin Sang BoR fi A 5 A 6/11
Independent Non-executive Directors BUIHITEE
Mr. Chan Ngai Sang, Kenny BRZR 4 5 A4 5/11
Mr. Nguyen Van Tu Peter Frs2 78 % & 5/11
Mr. Liu Wei Zhong (resigned on 15 Apr 2016) BEREE (RZE—RF
mA+hBEE) 3/11
Mr. Liu Tin Lap (appointed on 14 Jul 2016) BRIAFE(RZTE—RF
tA+tMEEZE) 0/11
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During the regular meetings of the Board, the Directors discussed

and formulated the overall strategies of the Group, reviewed and Elvg: BB NERER LB RIA
monitored the business and financial performances and discuss the LA&J.:HE FE -HFFERDFEE UEBRE
quarterly, half-yearly and annual results, as well as discussed and thEREEETHRRIELRE-

decided on other significant matters.

The attendance record of the general meeting of the Directors

Corporate Governance Report

EA§$§ e

A W sy
TREREBRBRSE

#L BETmMAHETAS

RMBFEREA EFTRERAGZHFEXH

during the Financial Year is set out below: T
Attended/
Name of Directors Eligible to attend
HERE,

EEnA EEREHFERE
Executive Directors HITEE
Mr. Qian Shi Yu (appointed on 28 Dec 2015) BFLEE (RZE—RHF

TZAZ+N\BEZE) 0/1
Mr. Yong Kee Poh (resigned on 28 Dec 2015) SHBRE (RZE—RHF

TZAZ+N\BEE) 01
Mr. Lee Man To FHUBRE 1/1
Non-executive Director FHHITEE
Mr. Chan Kin Sang BRIZAE A& 1/1
Independent Non-executive Directors BUIFHNITESE
Mr. Chan Ngai Sang, Kenny BRER A A& 1/1
Mr. Nguyen Van Tu Peter BT iE % & 11
Mr. Liu Wei Zhong (resigned on 15 Apr 2016) BEREE (RZE—REF

MA+HBEE) 11
Mr. Liu Tin Lap (appointed on 14 Jul 2016) BRIAFEE(RZZE—RE

tA+THBEZE) 01

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company has not yet adopted A.2.1. Under the code provision
A.2.1 of the CG Code, the roles of Chairman and CEO should be
separate and would not be performed by the same individual. The
division of responsibilities between the Chairman and CEO should
be clearly established and set out in writing.

IRRTHRAR
AAFEKRENEA2E BRIBOEEAT
AIZ PRI EA 2.1 ERRITRARN
ABEERS YT EE—ARBEE-EF
RATHAH 2 MBE 05 TSR R EL A
EE I -
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The Company does not presently have any officer with the title
CEO. At present, Mr. Qian Shi Yu, being the Chairman and Chief
Executive Director of the Company, is responsible for the strategic
planning, formulation of overall corporate development policy
and running the business of the Group as well as the duties of
Chairman. The Board considers that, due to the nature and extent
of the Group’s operations, Mr. Qian is the most appropriate person
to be the Chief Executive Director because he is experienced
in management as well as mergers and acquisitions and other
key corporate matters and will be able to help the sustainable
development of the Group. Notwithstanding the above, the
Board will review the current structure from time to time. When
at the appropriate time and if candidate with suitable leadership,
knowledge, skills and experience can be identified within or
outside the Group, the Company may make the necessary
amendments.

Code Provision A.6.7

This code provision stipulated that independent non-executive
directors and other non-executive directors should attend general
meetings and develop a balanced understanding of the views of
shareholders. All independent non-executive directors and other
non-executive directors of the Company was present from the last
annual general meeting of the Company held on 13 November
2015.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company had at least three independent non-executive
Directors at all times during the Financial Year. Except the following
explanation, each of the independent non-executive Director has
confirmed his annual confirmation on independence as required
by Rule 5.09 of the GEM Listing Rules. The Company considers all
such Directors to be independent.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

In accordance with the Articles, (i) all Directors will be subject
to retirement by rotation once every three years and the new
Directors appointed by the Board to fill a causal vacancy during
the year shall be subject to re-election by the shareholders
of the Company at the next following general meeting after
appointment; and (ii) one-third of the Directors for the time being
(or, if their number is not three or a multiple of three, then the
number nearest to one-third but not less than one-third), shall
retire from office by rotation and being eligible, offer themselves
for re-election at each annual general meeting and that any new
Director appointed by the Board during the year shall hold office
until the next following general meeting after appointment, and he
or she shall be eligible for re-election at that meeting.

The Board recommended the re-appointment of the retiring
Directors standing for re-election at the forthcoming annual
general meeting of the Company. Details of the information of the
retiring Directors standing for re-election are set out in the circular
accompany the notice of the annual general meeting.

CONTINUOUS PROFESSIONAL DEVELOPMENT

All Directors have been given relevant guideline materials regarding
the duties and responsibilities of being a Director, the relevant laws
and reqgulations applicable to the Directors, duty of disclosure of
interest and business of the Group and such induction materials
will also be provided to newly appointed Directors shortly upon
their appointment as Directors of the Company. All Directors have
been updated on the latest developments regarding the Listing
Rules and other applicable regulatory requirement to ensure
compliance and enhance their awareness of good corporate
governance practices. Continuing briefings and professional
development to Directors will be arranged whenever necessary.
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Pursuant to the code provision A.6.5 of the CG Code with effect
from 1 April 2012 and until the financial year ended 30 June 2016,
all relevant Directors had participated in continuous professional

development in the following manner:

Name of Director

EEfA

BREE T —FHUA-HEERZEEE
BT FARXFEASKEREEBE T
—ARERNAZTHLEVBRFERL 288
MEFHERUTHAZEREERER:

Reading
materials
relevant to
Directors’
duties and
responsibilities
HEERA
EERBR
BEZER

Executive Directors
Mr. Qian Shi Yu (appointed on 28 Dec 2015)

Mr. Yong Kee Poh (resigned on 28 Dec 2015)

Mr. Lee Man To

Non-executive Director
Mr. Chan Kin Sang

Independent Non-executive Directors

Mr. Chan Ngai Sang, Kenny

Mr. Nguyen Van Tu Peter

Mr. Liu Wei Zhong (resigned on 15 Apr 2016)

Mr. Liu Tin Lap (appointed on 14 Jul 2016)

AUDIT COMMITTEE

HITEF

BEiEiE (R E—RE
+=-A-+N\BEZE) )
+ - A=+ N\B#E)

FHUR S

FHITEF
BRfgaEFRE

BUFHITEF

REETE
EEEE

FRED/EE (RZFT—RF
A+ I HEHE)
BRAYAKE(RZF—RF

tATOMBEEZE) v

The Company established an audit committee (the "Audit

Committee”) with revised written terms of reference adopted
on 26 March 2012 in compliance with the GEM Listing Rules.
In accordance with provisions set out in the CG Code which are

available on the websites of the Stock Exchange and the Company.
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Currently, the Audit Committee has four members comprising

three independent non-executive Directors and one non-executive

Director; and namely, Mr. Chan Ngai Sang, Kenny (the chairman

of the Audit Committee), Mr. Nguyen Van Tu Peter, Mr. Liu Tin Lap
and Mr. Chan Kin Sang.

The principle duties of the Audit Committee include:

(a)

to make recommendations to the Board on the appointment,
reappointment and removal of the external auditors, consider
the external auditors’ proposed audit fees, approve the
remuneration and terms of engagement of the external
auditors, and any questions of its resignation or dismissal;

to review and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards. The Audit Committee
should discuss with the auditor the nature and scope of the
audit and reporting obligations before the Audit commences;

to develop and implement policy on engaging an external
auditor to supply non-audit services. For this purpose,
external auditor includes any entity that is under common
control, ownership or management with the audit firm or any
entity that a reasonable and informed third party knowing
all relevant information would reasonably conclude to be
part of the audit firm nationally or internationally. The Audit
Committee should report to the Board, identifying and
making recommendations on where action or improvement is
needed;

to monitor integrity of the Company’s financial statements
and the annual report and accounts, half-year report,
quarterly reports, and to review significant financial reporting
judgments contained in them, focusing particularly on:

(i) any changes in accounting policies and practices adopted
by the Group;

(i) major judgmental areas;
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(iii) significant adjustments resulting from the audit;

(iv) the going concern assumption and any qualifications;

(v) compliance with accounting standards;

(vi) compliance with the GEM Listing Rules and legal
requirements in relation to financial reporting;

(vii) the fairness and reasonableness of any connected
transaction and the impact of such transaction on the
profitability of the Group;

(viii) whether all relevant items have been adequately
disclosed in the Group’s financial statements and
whether the disclosure gives a true and fair view of the
Group's financial conditions; and

(ix) the cashflow position of the Group;

to consider any significant or unusual items that are, or may
need to be, reflected in the reports and accounts and should
give due consideration to any matters that have been raised
by the Company's staff responsible for the accounting and
financial reporting function, compliance officer or auditors;

to discuss problems and reservations arising from the interim
limited review and final audits, and any matters the auditors
may wish to discuss (in the absence of management where
necessary);

to review and supervise the financial reporting process,
review the financial information of the Group, oversee the
Group'’s financial controls, internal control procedures and risk
management systems;
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to discuss the internal control system with management to
ensure that management has performed its duty to have
an effective internal control system. This discussion should
include the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Company’s accounting and financial reporting function;

to review the external auditor’'s management letter, any
material queries raised by the auditor to management about
accounting records, financial accounts or systems of control
and management’s response;

to review the Company’s statement on internal control
systems (where one is included in the annual report) prior to
endorsement by the Board;

to (where an internal audit function exists) review the
internal audit programme, ensure co-ordination between the
internal and external auditors, and ensure that the internal
audit function is adequately resourced and has appropriate
standing within the Company, and to review and monitor its
effectiveness;

to conduct exit interviews with any Director, manager,
financial controller or internal credit control manager upon
their resignation in order to ascertain the reasons for his
departure;

to prepare work reports for presentation to the Board and to
prepare summary of work reports for inclusion in the Group’s
interim and annual reports;

to consider the Board’s recommendation of the appointment
of any person to be an Audit Committee member, a company
secretary, auditors and accounting staff either to fill a casual
vacancy or as an additional Audit Committee member,
company secretary, auditors and accounting staff or the
Board’s recommendation for the dismissal of any of them;
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to consider major investigations findings on internal control
matters as delegated by the Board or on its own initiative and
management’s response to these findings;

to review the Group's financial and accounting policies and
practices;

to ensure that the Board will provide a timely response to the
issues raised in the external auditor’s management letter;

to report to the Board on the matters in these terms of
reference;

to review arrangements employees of the Company can use,
in confidence, to raise concerns about possible improprieties
in financial reporting, internal control or other matters. The
Audit Committee should ensure that proper arrangements
are in place for fair and independent investigation of these
matters and for appropriate follow-up actions;

to act as the key representative body for overseeing the
Company's relations with the external auditor; and

to consider other matters, as defined or assigned by the Board
from time to time.

During the Financial Year under review, the Audit Committee held

four meetings to consider and approve the following:

(i)

(ii)

to review of the quarterly, half-year and annual financial
statements before submission to the Board, with a focus on
compliance with accounting standards, the GEM Listing Rules
and other requirements in relation to financial reporting of the
Audit Committee;

to discuss the effectiveness of the internal controls system

throughout the Group, including financial, operational and
compliance controls, and risk management;
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(i) to review the accounting principles and practices adopted by (i) MAEREERAz ST RIREBIAR
HMhBERBER: &

the Group and other financial reporting matters; and
(iv) to discuss the whistleblowing policy throughout the Group. (iv) FIFmASE 2 BIMPUK -

The individual attendance record of each member of the Audit

EBEVEREERBZEREFREKNT

Committee is as follows:

Attended/

Name of Directors Eligible to attend

HERE

BEEnA EEREERE

Mr. Chan Ngai Sang, Kenny PRI E K A& 4/4

Mr. Nguyen Van Tu Peter FrEiE k& 4/4
Mr. Liu Wei Zhong (resigned on 15 Apr 2016) ERTEE (RZE—RF

mA+HAFT) 2/4

Mr. Chan Kin Sang PRIZHE & 4/4
Mr. Lin Tin Lap (appointed on 14 Jul 2016) BRIUGTE (RZE—RF

+tA+TMBEEZE) 0/4

The Audit Committee has reviewed the Group's audited results for
the Financial Year.

There was no disagreement between the Board and the Audit
Committee on the selection, appointment of the external auditors
during the Financial Year.

REMUNERATION COMMITTEE

The Company established a remuneration committee (the
“Remuneration Committee”) on 1 July 2005 with revised written
terms of reference adopted on 26 March 2012 which deal clearly
with its authority and duties, in accordance with the requirement
of the CG Code. In accordance with provisions set out in the CG
Code which are available on the websites of the Stock Exchange
and the Company.
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Currently, the Remuneration Committee has four members
comprising three independent non-executive Directors and one
non-executive Director; and namely, Mr. Chan Ngai Sang, Kenny
(the chairman of the Remuneration Committee), Mr. Nguyen Van
Tu Peter, Mr. Liu Tin Lap and Mr. Chan Kin Sang.

The role and function of the Remuneration Committee includes:

(@) to make recommendations to the Board on the Company's
policy and structure for all Directors and Senior Management
(as defined below) remuneration and on the establishment
of a formal and transparent procedure for developing
remuneration policy;

(b) to review and approve the management’'s remuneration
proposals with reference to the Board’s corporate goals and
objectives from time to time;

(c) to review and approve compensation payable to Executive
Directors and Senior Management (as defined below) for any
loss or termination of office or appointment to ensure that it
is consistent with contractual terms and is otherwise fair and
not excessive;

(d) to review and approve compensation arrangements relating
to dismissal or removal of Directors for misconduct to ensure
that such arrangements are determined in accordance with
relevant contractual terms and that any compensation
payment is otherwise reasonable and appropriate;

(e) to do any such things to enable the Remuneration Committee

to discharge its powers and functions conferred on it by the
Board;
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to have the delegated responsibility from the Board either to
determine the remuneration packages of individual Executive
Directors and Senior Management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment; or to make recommendations to the Board on
the remuneration packages of individual Executive Directors
and senior management; and make recommendations to the
Board on the remuneration of Non-executive Directors, and
also review and make recommendations on the Company’s
share option scheme and other compensation-related issues.
The Remuneration Committee should consider salaries paid by
comparable companies, time commitment and responsibilities,
and employment conditions elsewhere in the group;

to ensure that no Director or any of his associates is involved
in deciding his own remuneration;

to determine the criteria for assessing employee performance,
which should reflect the Company’s business objectives and
targets;

to consider the annual performance bonus for Executive
Directors, Senior Management and the general staff, having
regard to their achievements against the performance
criteria and by reference to market norms, and make
recommendation to the Board;

to engage external professional advisers to advise the
Remuneration Committee on issues as the Remuneration
Committee considers necessary;

to consult the chairman and/or chief executive about their
remuneration proposals for other Executive Directors and
have access to independent professional advice if considered
necessary; and

to report to the Board the findings and recommendations
of the Remuneration Committee at the next meeting of the
Board following each Committee Meeting.
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During the Financial Year under review, the Remuneration
Committee held two physical meeting. The individual attendance
record of each member of the Remuneration Committee is as
follows:

REEMBRFEFEN HMEESERITMK
Reg@ SFMEEaeXKE 2 E@ANEFR
BRUDT -

Attended/

Name of Director Eligible to attend

HERE

BEEnA EERHERE

Mr. Chan Ngai Sang, Kenny PRI E K& 2/2

Mr. Nguyen Van Tu Peter FrEiE k& 2/2
Mr. Liu Wei Zhong (resigned on 15 Apr 2016) BERTEE (RZE—REF

mA+RAFE) 2/2

Mr. Chan Kin Sang PR f A 5 A 2/2
Mr. Liu Tin Lap (appointed on 14 Jul 2016) BRIUGKE (RZE—RF

+tA+TMBEEZE) 0/2

The summary of work performed by the Remuneration Committee
included:

(i) to review the current remuneration policies and appraisal
system;

(i) to consider and approve the grant of share options to
Directors and senior management;

(iii) to recommend to the Board the Directors’ fee for the Financial
Year; and

(iv) to consider and approve the remuneration of the Directors
and senior management.

The Remuneration Committee shall meet at least once a year.
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NOMINATION COMMITTEE

The Company established a nomination committee (the
“Nomination Committee”) in March 2012 with written terms of
reference adopted on 26 March 2012 which deal clearly with its
authority and duties, in accordance with the requirement of the
CG Code. In accordance with provisions set out in the CG Code
which are available on the websites of the Stock Exchange and the
Company.

Currently the Nomination Committee has four members comprising
the three independent non-executive Directors and one non-
executive Director; and namely, Mr. Nguyen Van Tu Peter (the
chairman of the Nomination Committee), Mr. Chan Ngai Sang,
Kenny, Mr. Liu Tin Lap and Mr. Chan Kin Sang.

The role and function of the Nomination Committee includes:

(@) to review the structure, size and composition (including
the skills, knowledge and experience) of the Board at least
annually and make recommendations on any proposed
changes to the Board to complement the Company's
corporate strategy, and consider and advise the Board as to
any changes that may be required to achieve a balanced and
appropriate qualified board and the independence of any
present or proposed independent non-executive Directors;

(b) to develop plans for orderly succession for appointments to
the Board and other senior positions, and will search for,
consider and make recommendations to the Board on the
appointment or re-appointment of Directors and succession
planning for Directors in particular the chairman and the chief
executive;

(c) to re-appointment of any independent non-executive Director
at the conclusion of his or her specified term of office;

(d) any matters relating to the continuation in office as a Director
or any Director at any time;
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(e) to prepare suitable job descriptions and letter of appointment
in relation to the Board and, if appropriate, chairmanship and
membership of board committees;

(f) to make a statement in the Company’s annual report and
accounts detailing its activities and the process it has used to
make any recommendations in respect of appointments to the
Board;

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

(h) to assess the independence of independent non-executive
Directors; and

(i) to report to the Directors its activities as the Directors may
require from time to time.

During the Financial Year under review, the Nomination Committee
held one physical meeting. The individual attendance record of
each member of the Nomination Committee is as follows:

() HYEZEM (WAB)EELEENT
ERAI AR B BT fRELA AV B3
MmAMEEE:

() EARRWFERNARE B ELRE &
AMFRETHE URHHERRESS
ERERRANRRE:

(9 VELRERETEFERENAZE I
t’éﬁk%ﬁ*&i%é’]/\%“qﬂ'f’ﬁtﬂ“
CRHHEBERNEFTSRTES:

(h) FEBIERTESOBIE R

() HRESTBOSR HESEFLT
-

NEERBFER EEEARRT—RE

BeE -RAREERKENEALFLCE
LURINE

Attended/

Name of Director Eligible to attend

HERE,

BEEnA EERHERE

Mr. Chan Ngai Sang, Kenny BRER £ A& 1/1

Mr. Nguyen Van Tu Peter T =i % & 1/1
Mr. Liu Wei Zhong (resigned on 15 Apr 2016) BEALE (RZZE—RF

MA+HBEE) 1/1

Mr. Chan Kin Sang PRIZAE o & 1/1
Mr. Liu Tin Lap (appointed on 14 Jul 2016) BRIGE (RZE—RF

+tA+MBEEEZE) 0/1
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CORPORATE GOVERNANCE FUNCTION

No corporate governance committee has been established and the
Board will therefore be responsible for performing the corporate
governance functions such as developing and reviewing the
Company’s policies, practices on corporate governance, training
and continuous professional development of directors and senior
management, the Company’s policies and practices on compliance
with legal and regulatory requirements etc.

During the financial year ended 30 June 2016, the Board has
reviewed the Company's policies and practices on corporate
governance and established the Nomination Committee in March
2012.

COMMUNICATION WITH SHAREHOLDERS

The Company established a shareholders’ communication policy
and review it on a regular basis to ensure its effectiveness.
The Company communicates with the shareholders (the
“Shareholders”) and the potential investors (the “Investors”) of the
Company mainly in the following ways:

(i) the holding of annual general meetings and extraordinary
general meetings, if any, which may be convened for specific
purpose and provide opportunities for the Shareholders and
Investors to communicate directly with the Board;

(i) the publication of quarterly, half-yearly and annual reports,
announcements and/or circulars as required under the GEM
Listing Rules and/or press releases of the Company providing
updated information of the Group; and

(iii) the latest information of the Group will be available on the
websites of the Stock Exchange and the Company.

The notice of annual general meetings and any extraordinary
general meetings at which the passing a special resolution is to be
considered shall be called by not less than 21 clear days’ notice
prior to the date of meetings. All other extraordinary general
meetings maybe called by not less than 14 clear days’ notice prior
to the date of meetings.
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Procedures for Shareholders to convene an Extraordinary

General Meeting

The following procedures for Shareholders to convene an

extraordinary general meeting are subject to the Articles (as

amended from time to time), and the applicable legislation and

regulation, in particular the GEM Listing Rules (as amended from

time to time):

(i)

(ii)

(iii)

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 (the “Eligible Shareholder(s)”) 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 of the Company (the “Company
Secretary”), to require an extraordinary general meeting (the
"EGM") to be called by the Board for the transaction of any

business specified in such requisition;

Eligible Shareholders who wish to convene an EGM must
deposit a written requisition (the “Requisition”) signed by
the Eligible Shareholder(s) concerned to the head office and
principal place of business of the Company in Hong Kong
at Flat M-N, 24/F, Houston Industrial Building, 32-40 Wang
Lung Street, Tsuen Wan, N.T., Hong Kong, or Hong Kong
branch share registrar and transfer office of the Company,
Computershare Hong Kong Investor Services Limited, 46/F,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for the
attention of the Board and/or the Company Secretary;

the Requisition must state clearly the name of the Eligible
Shareholder(s) concerned, his/her/their shareholding,
the reason(s) to convene an EGM and the details of the
business(es) proposed to be transacted in the EGM, and must
be signed by the Eligible Shareholder(s) concerned together
with a deposit of a sum of money reasonable sufficient to
meet the Company’'s expenses in serving the notice of the
resolution and circulating the statement submitted by the
shareholders concerned in accordance with the statutory
requirements to all the registered Shareholders;
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(iv) the Requisition will be verified with Hong Kong branch share
registrar and transfer office of the Company and upon their
confirmation that the Requisition is proper and in order, the
Board will convene an EGM by serving sufficient notice in
accordance with the requirements under the Articles to all the
registered Shareholders. On the contrary, if the Requisition
has been verified as not in order or the Shareholders
concerned have failed to deposit sufficient money to meet
the Company’s expenses for the said purposes, the Eligible
Shareholder(s) concerned will be advised of this outcome and
accordingly, the Board will not call for an EGM; and

(v) If within 21 days of the deposit of the Requisition, the
Board fails to proceed to convene such EGM, the Eligible
Shareholder(s) himself/herself/themselves may do so, and all
reasonable expenses incurred by the Eligible Shareholder(s)
concerned as a result of the failure of the Board shall be
reimbursed to the Eligible Shareholder(s) concerned by the
Company.

Procedures for Shareholders to put forward proposals at
Shareholders’ meetings

There are no provisions allowing Shareholders to move new
resolutions at the general meetings under the Companies Law
(Revised) of Cayman Islands. However, pursuant to the Articles,
Shareholders who wish to move a resolution may by means of
Requisition convene an EGM following the procedures set out
above.

Procedures for sending enquiries to the Board

Shareholders may send their enquiries and concerns to the Board
by addressing them to the head office and principal place of
business of the Company in Hong Kong at Flat M-N, 24/F, Houston
Industrial Building, 32-40 Wang Lung Street, Tsuen Wan, N.T.,
Hong Kong, or Hong Kong branch share registrar by post or by
fax to (852) 8202 0633 for the attention of the Board and/or the
Company Secretary.
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DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the financial statements of the Group. In preparing the financial
statements, the generally accepted accounting standards in Hong
Kong have been adopted, appropriate accounting policies have
been used and applied consistently, and reasonable and prudent
judgments and estimates have been made.

The Board is not aware of any material uncertainties relating to
events or conditions which may cast significant doubt over the
Group's ability to continue as a going concern. Accordingly, the
Board has continued to adopt the going concern basis in preparing
the financial statements. The auditors’ responsibilities are set out in
the "Independent Auditor’s Report” of this annual report.

COMPANY SECRETARY

The company secretary is an employee of the Company and is
appointed by the Board. He supports the chairman, Board and
board committees by ensuring good information flow and reports
to the Board and assists the Board in functioning effectively and
efficiently. The company secretary also advices the Board on
governance matters and facilitates the induction and professional
development of directors. All directors of the Company may call
upon him for advice and assistance at any time in respect to
their duties and the effective operation of the Board and board
committee.

Mr. Lee Man To has been the company secretary of the Company
since June 2008. He is also the executive director, the authorised
representative and the financial controller of the Company. The
biographical detail of Mr. Lee is set out in the section of “Directors,
Senior Management and Staff” on page 13 of this report. During
the year, Mr. Lee undertook not less than 20 hours of relevant
professional training.

INTERNAL CONTROL

The Board has overall responsibility for the establishment,
maintenance and review of the Group's system of internal control.
The Board has conducted a review of, and is satisfied with the
effectiveness of the system of internal control of the Group.
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DIRECTORS’ AND OFFICERS' LIABILITIES
INSURANCE AND INDEMNITY

To indemnify Directors and officers of the Company against all
costs, charges, losses, expenses and liabilities incurred by them in
the executive of and discharge of their duties or in relation thereto,
the Company has arrange insurance cover for this purpose.

REMUNERATION OF THE AUDITOR

For the year ended 30 June 2016, the Audit Committee of the
Company had reviewed the performance of BDO Limited as the
external auditor of the Company and proposed to re-appoint BDO
Limited as the external auditor. For the year ended 30 June 2016,
the Company agreed auditing fee of HK$800,000 (equivalent to
RMB682,000) payable to BDO Limited.

INVESTOR RELATIONS

The Company has disclosed all necessary information to the
shareholders in compliance with GEM Listing Rules. Updated and
key information of the Group is also available on the Company’s
website. The Company also replied the enquires from shareholders
timely. The Directors host the annual general meeting each year to
meet the shareholders and answer their enquiries.

During the Financial Year, the terms of reference of the Audit
Committee, the Remuneration Committee and the Nomination
Committee were revised in accordance to the amendments of the
GEM Listing Rules with effect from 1 January 2012 and 1 April
2012, respectively. The revised terms of reference of the Audit
Committee, the Remuneration Committee and the Nomination
Committee are available on the websites of the Stock Exchange
and the Company.
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TO THE SHAREHOLDERS OF COMBEST HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

|IBDO

EEE : +852 2218 8288
{5H : +852 2815 2239
www.bdo.com.hk

We have audited the consolidated financial statements of
Combest Holdings Limited (the “Company”) and its subsidiaries
(together “the Group”) set out on pages 54 to 143, which
comprise the consolidated statements of financial position as at
30 June 2016, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, in accordance with the terms of our
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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Independent Auditor’s Report

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

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

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

OPINION

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

BDO Limited

Certified Public Accountants
Cheung Or Ping

Practising Certificate no. P05412

Hong Kong, 9 September 2016
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Consolidated Statement of Comprehensive Income

REEREWS R

For the year ended 30 June 2016 #HZ—-Z—;

FXNHA=FHILFE

2016 2015
—E-RF —E-LF
Notes RMB’000 RMB'000
B &t ARET R ARET T
Revenue PN 6 89,481 94,809
Cost of sales 5 AR (49,742) (76,772)
Gross profit ER 39,739 18,037
Other income and gains HAh U A K M 5 6 51 62
Selling and distribution costs HE R HKA (19,154) (20,303)
Administrative expenses THAX (21,397) (23,292)
Other operating expenses Hih@&&Emk - (5)
Finance costs ELEZ DN 9 (3,098) =
Impairment of property, M BE RFZERE
plant and equipment 13 (1,031) -
Impairment of intangible assets HE A ERE 14 (85,296) (34,860)
Impairment of goodwill EESGEE 15 - (52,162)
Loss before income tax MR ISR AIE 18 8 (90,186) (112,523)
Income tax credit FEHER 10 18,244 3,289
Loss for the year FEEE (71,942) (109,234)
Other comprehensive income FEHMEERKE
for the year
Item that may be reclassified subsequently A A #EF 7482
to profit or loss: Bm A -
— Exchange loss on translation of —BREBINER B Sk
financial statements of foreign HbE K &18
operations (174) (817)
Total comprehensive income FEXHEHKEETE
for the year (72,116) (110,051)
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Consolidated Statement of Comprehensive Income

mREERMEWSER

For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

2016 2015
—E-REF —E—RF
Notes RMB’'000 RMB'000
iaF AR¥E T ARBEF T
(Loss)/Profit for the year BEEE (BB]), 857
attributable to:
Owners of the Company KABIEAE A (71,764) (109,631)
Non-controlling interests JEPE R (178) 397
(71,942) (109,234)
Total comprehensive income EEEEKRRARE:
attributable to:
Owners of the Company KABHE A (71,678) (110,447)
Non-controlling interests FEVE MR M A (438) 396
(72,116) (110,051)
Loss per share for loss attributable to HRAARQFAEE AEN
owners of the Company EENESRER
during the year 12
— Basic (RMB cent(s)) —EXR(ARES) (2.24) (3.42)
— Diluted (RMB cent(s)) — g (ARESD) N/AT & A N/AT i
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Consolidated Statement of Financial Position

e U HRR R

As at 30 June 2016 R =-F—NFNA=+H

2016 2015
—E-REF —E—RF
Notes RMB’'000 RMB'000
iaF AR¥E T ARBEF T
ASSETS AND LIABILITIES EERAE
Non-current assets kRBEE
Property, plant and equipment g 13 2,328 2,165
Intangible assets mVEE 14 19,762 110,560
Goodwill kS 15 53,981 —
76,071 112,725
Current assets REBEE
Inventories BE 16 55,201 45,334
Trade receivables JEWE FERR 17 2,878 3,900
Loan receivables JE U B 3R 18 183,477 =
Prepayments, deposits and ERRIE -ZER
other receivables H b fE Uk FE 36,881 51,203
Cash and cash equivalents HeEMBREEEY 19 18,365 26,296
296,802 126,733
Current liabilities RBAE
Trade payables FERTE 5 R 20 10,966 6,477
Other payables, deposits and accruals Hin R 5RIE  RE& R
=Ry 31,964 24,849
Interest-bearing borrowings FTEEE 21 155,095 =
Promissory notes ESTE 22 57,345 -
Provision for product warranty B iR 7B B 23 368 373
Tax payables FE B IR 8,900 4,343
264,638 36,042
Net current assets RBEEFE 32,164 90,691
Total assets less current liabilities BEERRBERE 108,235 203,416
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Consolidated Statement of Financial Position

e HRR K

As at 30 June 2016 R-ZF—NFNH=+H

2016 2015
—E-XEF e
Notes RMB’'000 RMB'000
iaF AR¥E T ARBEF T
Non-current liabilities ERBEE
Provision for product warranty EmiRiE B 1E 23 189 297
Deferred tax liabilities BEEMIBAG 33 4,683 27,640
4,872 27,937
Net assets EEFE 103,363 175,479
EQUITY R
Equity attributable to owners of RRRHA NELER
the Company
Share capital [N 24 30,860 30,860
Reserves ] 25 69,304 140,982
100,164 171,842
Non-controlling interests FEBER 3,199 3,637
Total equity BmRER 103,363 175,479

The consolidated financial statements on pages 54 to 143 were FOARIBEZ RN BREDNIBLESTERN
approved and authorised for issue by the board of directors on 9 ZE-RFENANB & RFETE - I H

September 2016 and are signed on its behalf by: TIHATREESZSES:

QIAN SHI YU LEE MAN TO
20 F =3 Or
Director Director

EE EZE
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Consolidated Statement of Cash Flows

HRERERER

For the year ended 30 June 2016 #HZ—-Z—;

FXNHA=FHILFE

2016 2015
—E—REF e
Note RMB’'000 RMB'000
B it ARET ARBTT
Cash flows from operating activities REREEKNBRERE
Loss before income tax R FTIS T AT ES 1B (90,186) (112,523)
Adjustments for: FHEIEE :
Amortisation of intangible assets mvEEEE 5,502 7,573
Depreciation of property, M- WERERETE
plant and equipment 446 594
Interest income FEWA (51) (42)
Interest expenses MEFX 3,098 =
Property, plant and equipment Y2 - BB R 3R 1 M SE
written off - 13
Gain on disposal of a subsidiary & — B A EWa - (17)
Addition on provision EE R IR 7B A 1 A0
for product warranty 84 539
Impairment of property, ME - BERZRBERE
plant and equipment 1,031 -
Impairment of intangible assets B EERE 85,296 34,860
Impairment of goodwill EENRE - 52,162
Provision for impairment on inventory FERERE 10,541 -
Operating profit/(loss) before EELASEIHANLE
working capital changes wmF (E5E) 15,761 (16,841)
(Increase)/Decrease in inventories wE (Em), (20,408) 4,091
Decrease/(Increase) in trade receivables JEUE B BRI
W () 1,022 (3,111)
Increase in loan receivables JE Y B SR3E 0 (183,477) =
Decrease/(Increase) in prepayments, TERRIE  Ze REAM
deposits and other receivables FEWRIBR A () 14,322 (12,229)
Increase in trade payables FE T B 5 BR ZIE N 4,489 2,008
Increase in other payables, HiEAIE 22 Rk
deposits and accruals FEETE RN 6,971 1,002
Decrease in provision for product warranty —Z 5 (R 25 5 & 5 (197) (251)
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Consolidated Statement of Cash Flows

REHRERER

For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

2016 2015
—E-XEF e
Note RMB’'000 RMB'000
B it ARET ARBTT
Cash used in operations KEXBMARS (161,517) (25,331)
Bank interest received B RITH E 51 42
Income taxes paid EFEH (2,768) (7,258)
Net cash used in operating activities AT & RS R S F R (164,234) (32,547)
Cash flows from investing activities REREXEKNBEESRE
Purchases of property, BEVE BERE®
plant and equipment (1,640) (453)
Net cash inflow arising EXBEHmEENRS
from business combination A 31 3,238 -
Net cash from/(used in) investing activities 1R & & 85772~ (B FH)
W FEE 1,598 (453)
Cash flows from financing activities METHABRERA
Proceeds from interest-bearing borrowings & A&t BEE M TS ZIE 154,879 =
Net cash from financing activities HEEEE BB 2 FER 154,879 =
Net decrease in cash and ReRBASEZEYRD FHE
cash equivalents (7,757) (33,000)
Cash and cash equivalents FUESEREEEY
at the beginning of year 26,296 60,113
Effect of foreign exchange EXEFFHNTE FH
rate changes, net (174) (817)
Cash and cash equivalents FRESRBRSEEY
at the end of year 18,365 26,296
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Consolidated Statement of Changes in Equity
RERERBE K

For the year ended 30 June 2016 #Z = F— NFNNH=1HIFFE

Equity attributable to owners of the Company

KAEREAREER
Exchange Non-
Share Share Statutory  fluctuation  Accumulated controlling Total
capital premium* reserves* reserve* losses* Total interests equity
&3 R EE AERE EXRBRERE" it axt  FERER agR

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARMTR  ARMTR  ARMTR  ARBTR  ARRTR  AR%TR  ARETR

Balance at 1 July 2015 R-E-EEtA-ANEH 30,860 419,537 8,268 3,925 (290,748) 171,842 3,637 175,479

Loss for the year EEFE - - -

(71,764) (71,764) (178) (71,942)

Other comprehensive income Hip2ERE

Item that may be reclassified REFEHAEZE
subsequently to profit or foss: BalEA:
~ Exchange gain/(loss) on ~REBNEBHBREN
translation of financial EilE/ (BE)
statements of foreign
operations - - - 86 - 86 (260) (174)

Total comprehensive income FE2ENEAR
for the year - - - 86 (71,764) (71,678) (438) (72,116)

Balance at 30 June 2016 RIB-REXAZTRMES 30,860 419,537 8,268 4,011 (362,512) 100,164 3,199 103,363

Equity attributable to owners of the Company

ARAEEAEEER
Exchange Non-
Share Share Statutory fluctuation  Accumulated controlling Total
capital premium* reserves* reserve* losses* Total interests equity
BR& R EE* ERRE EXRBEE ERl @it FEkes BER

RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB000 RMB'000 RMB000
ARETT  AREBTR ARETR AR¥TR ARBTR ARETR  ARTR  ARETx

Balance at 1 July 2014 R-B-MELA-AMER 30,860 419,537 8,268 4,741 (181,117) 282,289 3,241 285,530
(Loss)/Profit for the year £ (58) /%7 = = - (109,631)  (109,631) 397 (109,234)
Other comprehensive income Hip2ENE
Item that may be reclassified -2 EipE
subsequently to profit or foss: Ba 2B
~ Exchange loss on —BEBNEBHBRED
translation of financial BB
statements of foreign
operations - - - (816) - (816) (1) (817)

Total comprehensive income FEXAUGAE

for the year - - (816) (109,631) (110,447) 396 (110,051)
Balance at 30 June 2015 REB-EERA=+HNEH 30,860 419,537 8,268 3,925 (290,748) 171,842 3,637 175,479
@ These reserve accounts comprise the consolidated reserves of approximately * ZEREFRERRESAUBMRARANEGEESH

RMB69,304,000 (2015: RMB140,982,000) in the consolidated statement of HBHANRYE9,304,000 (—E—HF: AR
financial position. 140,982,0007T ) ©
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Notes to the Financial Statements
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

GENERAL INFORMATION

Combest Holdings Limited (the “Company”) is incorporated
in the Cayman Islands as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands on 28 August
2001 and its shares are listed on the Growth Enterprise
Market (the “"GEM") of The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”). The registered office of the
Company is located at Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands and
its principal place of business is Flat M-N, 24/F, Houston
Industrial Building, 32-40 Wang Lung Street, Tsuen Wan, New
Territories, Hong Kong.

The principal activity of the Company is investment holding.
The principal activities of the Company’s subsidiaries are set
out in note 27 to the financial statements. The Company and
its subsidiaries are collectively referred to as the “Group”
hereafter.

On 6 January 2016, the Group has completed the acquisition
of 100% equity interests of Giant Goal Limited, an investment
holding company incorporated in the British Virgin Islands (the
“BVI") with limited liability, together with its subsidiaries (the
“Giant Goal Group”) from an independent third party, details
are set out in note 31.
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For the year ended 30 June 2016 B2 =F—~NFENAH

=T HIEFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARD ("HKFRS")

2.1

2.2

Adoption of new/revised HKFRSs - first effective on
1 July 2015

In the current year, the Group has applied for the first
time the following amendments issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"),
which are relevant to and effective for the Group's
financial statements for the annual period beginning on
1 July 2015:

HKFRSs Annual Improvements
(Amendments) 2010-2012 Cycle
HKFRSs Annual Improvements
(Amendments) 2011-2013 Cycle

The adoption of the above amendments has no material
impact on the Group’s financial statements.

New/revised HKFRSs that have been issued but are
not yet effective

The following new/revised HKFRSs, potentially relevant to
the Group's financial statements, have been issued, but
are not yet effective and have not been early adopted by
the Group for the year ended 30 June 2016.

Amendments to Disclosure Initiative’
HKAS 1

HKFRS 9 (2014) Financial Instruments?

HKFRS 15 Revenue from Contracts
with Customers?
HKFRS 16 Leases®

! Effective for annual periods beginning on or after 1 January 2016

E Effective for annual periods beginning on or after 1 January 2018

E Effective for annual periods beginning on or after 1 January 2019
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

2. ADOPTION OF HONG KONG FINANCIAL 2. RABEBUKRBREER ([FHEY
REPORTING STANDARD (“HKFRS") (Continued) BmEEA]) (&)

2.2 New/revised HKFRSs that have been issued but are 2.2 CEMGENRER T EEBT

not yet effective (Continued)

Information on new or revised HKFRSs that are expected
to have impact on the Group is explained as follows.
Other new or revised HKFRSs that have been issued
but are not yet effective are unlikely to have material
impact on the Group's results and financial position upon
application.

Amendments to HKAS 1 — Disclosure Initiative

The amendments are designed to encourage entities
to use judgement in the application of HKAS 1 when
considering the layout and content of their financial
statement.

HKFRS 9 (2014) — Financial Instruments

HKFRS 9 (2014) introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business model
whose objective is to hold assets in order to collect
contractual cash flows (the business model test) and
that have contractual terms that give rise to cash flows
that are solely payments of principal and interest on
the principal amount outstanding (the contractual
cash flow characteristics test) are generally measured
at amortised cost. Debt instruments that meet the
contractual cash flow characteristics test are measured
at fair value through other comprehensive income if the
objective of the entity’s business model is both to hold
and collect the contractual cash flows and to sell the
financial assets. Entities may make an irrevocable election
at initial recognition to measure equity instruments
that are not held for trading at fair value through
other comprehensive income. All other debt and equity
instruments are measured at fair value through profit or
loss.
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For the year ended 30 June 2016 #HZ-—ZF—NFNA=1HILFE

2. ADOPTION OF HONG KONG FINANCIAL 2. BWEBBNBREER ([FEEH
REPORTING STANDARD (“HKFRS") (Continued) BREER]) (&)

2.2 New/revised HKFRSs that have been issued but are 2.2 CHEMAENRERZHT,ELIET

not yet effective (Continued)
HKFRS 9 (2014) — Financial Instruments (Continued)

HKFRS 9 (2014) includes a new expected loss impairment
model for all financial assets not measured at fair
value through profit or loss replacing the incurred loss
model in HKAS 39 and new general hedge accounting
requirements to allow entities to better reflect their risk
management activities in financial statements.

HKFRS 9 (2014) carries forward the recognition,
classification and measurement requirements for
financial liabilities from HKAS 39, except for financial
liabilities designated at fair value through profit or loss,
where the amount of change in fair value attributable
to change in credit risk of the liability is recognised in
other comprehensive income unless that would create
or enlarge an accounting mismatch. In addition, HKFRS
9 (2014) retains the requirements in HKAS 39 for
derecognition of financial assets and financial liabilities.

HKFRS 15 — Revenue from Contracts with Customers

The new standard establishes a single revenue
recognition framework. The core principle of the
framework is that an entity should recognise revenue
to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration
to which the entity expects to be entitled in exchange
for those goods and services. HKFRS 15 supersedes
existing revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and related
interpretations.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

2. ADOPTION OF HONG KONG FINANCIAL 2. BRWEBBNKREER ([FEEH
REPORTING STANDARD (“HKFRS") (Continued) BIEER]) (&)

2.2 New/revised HKFRSs that have been issued but are 2.2 CHEMGENRERZHT,ELIET

not yet effective (Continued)

HKFRS 15 — Revenue from Contracts with Customers
(Continued)

HKFRS 15 requires the application of a 5 steps approach
to revenue recognition:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligations in the
contract

Step 3: Determine the transaction price

Step 4. Allocate the transaction price to each
performance obligation

Step 5: Recognise revenue when each performance
obligation is satisfied

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.

HKFRS 16 — Leases

HKFRS 16 introduces a comprehensive model for
identification of lease arrangements and accounting
treatments for both lessors and lessees. It distinguishes
leases and service contracts on the basis of whether an
identified asset is controlled by a customer. Subject to
limited exceptions for short-term leases and low value
assets, distinctions of operating and finance leases are
removed for lessee accounting, and is replaced by a
model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees.
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

2. ADOPTION OF HONG KONG FINANCIAL 2. BWEBBNBRELER ([FEEH
REPORTING STANDARD (“HKFRS") (Continued) BREER]) (&)

2.2 New/revised HKFRSs that have been issued but are 2.2 CHEMESNRERZHT,ELIET

not yet effective (Continued)
HKFRS 16 — Leases (Continued)

However, the standard does not significantly change the
accounting of lessors.

Application of HKFRS 16 will result in the Group's
recognition of right-of-use assets and corresponding
liabilities in respect of many of the Group’s lease
arrangements. These assets and liabilities are currently
not required to be recognised but certain relevant
information is disclosed as commitments to these
financial statements. The directors of the Company
anticipate that the application of HKFRS 16 in the future
will have a material impact on the Group's consolidated
financial statements; however, it is not practicable to
provide a reasonable estimate of the effect until the
Group performs a detailed review.

The Group has already commenced an assessment of
the impact of adopting the above new/revised HKFRSs
to the Group. The Group is not yet in a position to state
whether these pronouncements will result in substantial
changes to the Group’s accounting policies and
consolidated financial statements.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

EMERMBRERED (TFEM
BwEE]) (&)
23 BERUBBERGAOFEE (D

2. ADOPTION OF HONG KONG FINANCIAL 2.
REPORTING STANDARD ("HKFRS") (Continued)

2.3 New Hong Kong Companies Ordinance provisions

relating to the preparation of financial statements

The provisions of the new Hong Kong Companies
Ordinance, Cap. 622, in relation to the preparation of
financial statements apply to the Group in this financial
year.

The directors consider that there is no impact on the
Group’s financial position or performance, however
the new Hong Kong Companies Ordinance, Cap. 622,
impacts on the presentation and disclosures in the
consolidated financial statements. For example, the
statement of financial position of the Company is now
presented in the notes to the financial statements rather
than as a primary statement and related notes to the
statement of financial position of the Company are
generally no longer presented.

3. BASIS OF PREPARATION

3.1 Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs, Hong
Kong Accounting Standards (“HKAS") and Interpretation
(hereinafter collectively referred to as the “HKFRS")
issued by the HKICPA and disclosure requirements of
the Hong Kong Companies Ordinance. In addition, the
consolidated financial statements include applicable
disclosure required by the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange.
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For the year ended 30 June 2016 #HZE_-—ZF—NFNA=1HILFE

3. BASIS OF PREPARATION (Continued)

3.2

3.3

68

Basis of measurement

The consolidated financial statements have been
prepared under the historical cost basis. The
measurement bases are fully described in the accounting
policies set out in note 4.

The significant accounting policies that have been
used in the preparation of these consolidated financial
statements are summarised below. These policies have
been consistently applied to all the years presented
unless otherwise stated. The adoption of new or revised
HKFRSs and its impacts on the Group’s consolidated
financial statements are disclosed in note 2.

It should be noted that accounting estimates and
assumptions are used in preparation of the consolidated
financial statements. Although these estimates are based
on management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a higher
degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial
statements, are disclosed in note 5.

Functional and presentation currency

Since the Company conducts its primary business
operations through its subsidiaries established in the
People’s Republic of China (the “PRC"), the Company
adopts Renminbi (“RMB") as the presentation currency
of the Group. The functional currency of the Company
is Hong Kong dollars (“HK$") as most of the underlying
transactions of the Company are denominated in HK$.
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For the year ended 30 June 2016 #Z=—F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4., FTESHHEHL

POLICIES

4.1 Business combination and basis of consolidation 4.1

EREHRGEEEE

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

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

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 30 June each year.
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESBEER (£Z)

POLICIES (Continued)

4.1 Business combination and basis of consolidation 4.1

EREHRGREEE (&)

(Continued)

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

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration are
recognised against goodwill only to the extent that
they arise from new information obtained within the
measurement period (a maximum of 12 months from the
acquisition date) about the fair value at the acquisition
date. All other subsequent adjustments to contingent
consideration classified as an asset or a liability are
recognised in profit or loss.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESBEER (Z)

POLICIES (Continued)

4.1 Business combination and basis of consolidation 4.1

EREHRKREEE (&)

(Continued)

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

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

Subsequent to acquisition, the carrying amount of non-
controlling interest that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus the non-controlling
interest’s share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in the non-controlling interest
having a deficit balance.
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.2

4.3

Subsidiaries

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

In the Company's statement of financial position,
investments in subsidiaries are carried at cost less any
impairment loss, if any. The results of the subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable at the reporting date.

Foreign currency translation

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at that
date. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in the profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.
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Notes to the Financial Statements

For the year ended 30 June 2016 B Z=F

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.3

4.4

Foreign currency translation (Continued)

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into RMB.
Assets and liabilities have been translated into RMB
at the closing rate at the reporting date. Income
and expenses have been converted into RMB at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income and
accumulated separately in the exchange fluctuation

reserve in equity.

Goodwill and fair value adjustments arising on the
acquisition of a foreign subsidiary have been treated
as assets and liabilities of the foreign operation and
translated into RMB at closing rates. When a foreign
operation is sold, such exchange differences are
reclassified from equity to profit or loss as part of the

gain or loss on disposal.

Property, plant and equipment

Property, plant and equipment are stated at cost
less accumulated depreciation and any accumulated
impairment losses. The cost of an item of property, plant
and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its
working condition and location for its intended use.
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Notes to the Financial Statements
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4., TESHHEMML (Z)

POLICIES (Continued)

4.4 Property, plant and equipment (Continued) 4.4 NE - BERZE (&)

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 costs,
such as repairs and maintenance are charged to the
profit or loss during the financial period in which they are
incurred.

Depreciation is calculated on the straight-line method to
write off the cost of property, plant and equipment, to
its residual values over its estimated useful lives at the
following rates per annum:
Leasehold improvements Over the lease terms or

estimated useful life of
5 years whichever is shorter
Plant and machinery 10%-33%
Furniture, fixtures and

office equipment 10%-33%
Computer equipment 20%
Motor vehicles 10%-25%

The assets’ residual values, depreciation methods and
useful lives are reviewed, and adjusted if appropriate, at
each reporting date.

The gain or loss arising on disposal of an item of
property, plant and equipment is the difference between
the net sales proceeds and the carrying amount, and is
recognised in profit or loss on disposal.
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Notes to the Financial Statements

For the year ended 30 June 2016 B Z=F

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.5

4.6

Goodwill

Goodwill is initially recognised at cost being the excess
of the aggregate of consideration transferred and the
amount recognised for non-controlling interests over the
fair value of identifiable assets, liabilities and contingent
liabilities acquired.

Where the fair value of identifiable assets, liabilities
and contingent liabilities exceed the fair value of
consideration paid, the excess is recognised in profit or
loss on the acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses.
For the purpose of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units that are expected to benefit from
the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for
impairment annually, and whenever there is an indication
that the unit may be impaired (see note 4.7).

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

Intangible assets (other than goodwill)
Brand names

Brand names for functional healthcare products with
indefinite useful lives were acquired and initially
recognised at cost. After initial recognition, brand names
with indefinite useful lives are carried at cost less any
subsequent accumulated impairment losses.
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Notes to the Financial Statements
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.6

4.7

76

Intangible assets (other than goodwill) (Continued)
Franchise networks

Franchise networks for functional healthcare products,
with useful lives ranged from 2 to 10 years, were
acquired and initially recognised at cost. After initial
recognition, franchise networks are carried at cost
less any subsequent accumulated amortisation and
accumulated impairment losses.

Intangible assets are tested for impairment as described
below in note 4.7.

Impairment of non-financial assets

The Group’s goodwill, intangible assets, property, plant
and equipment and the Company’s investments in
subsidiaries are subject for impairment testing.

Goodwill and intangible assets with indefinite useful
life or those not yet available for use are tested for
impairment annually by comparing their carrying
amounts with their recoverable amounts, irrespective of
whether there is any indication that they are impaired.
All other assets are tested for impairment whenever there
are indications that the assets’ carrying amount may not
be recoverable.
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Notes to the Financial Statements
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESBEER (Z)

POLICIES (Continued)

4.7 Impairment of non-financial assets (Continued)

4.7 keMEERE(£)

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

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

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of fair value, reflecting market
conditions less costs to sell, and value-in-use. In assessing
value-in-use, the estimated future cash flows are
discounted to its present value using a pre-tax discount
rate that reflects current market assessment of time value
of money and the risk specific to the asset.
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For the year ended 30 June 2016

BE—F—NFNA=THIFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.7

4.8

78

Impairment of non-financial assets (Continued)

An impairment loss on goodwill is not reversed in
subsequent periods whilst an impairment loss on
other assets is reversed if there has been a favourable
change in the estimates used to determine the asset's
recoverable amount and only to the extent that the
asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had

been recognised.

Impairment loss recognised in an interim period in
respect of goodwill is not reversed in a subsequent
period.

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which the
asset was acquired. Financial assets of the Group are
initially measured at fair value and all other financial
assets are initially measured at fair value plus transaction
costs that are directly attributable to the acquisition of
the financial assets. Regular way purchases or sales of
financial assets are recognised and derecognised on a
trade date basis. A regular way purchase or sale is a
purchase or sale of a financial asset under a contract
whose terms require delivery of the asset within the time
frame established generally by regulation or convention
in the marketplace concerned.
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Notes to the Financial Statements
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FESEEER (£Z)

POLICIES (Continued)

4.8 Financial assets (Continued)

48 TREE (&)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. They arise principally through the
provision of goods and services to customers (trade
debtor), and also incorporate other types of contractual
monetary asset. Loans and receivables are subsequently
measured at amortised cost using the effective interest
method, less any allowance for impairment. Amortised
cost is calculated taking into account any discount or
premium on acquisition and includes fees that are an
integral part of the effective interest rate and transaction
cost.

Impairment loss of financial assets

The Group assesses, at the end of each reporting period,
whether there is any objective evidence that financial
asset is impaired. Financial asset is impaired if there is
objective evidence of impairment as a result of one or
more events that has occurred after the initial recognition
of the asset and that event has an impact on the
estimated future cash flows of the financial asset that
can be reliably estimated. Evidence of impairment may
include:

— significant financial difficulty of the debtors;

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

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

— it becoming probable that the debtors will enter
bankruptcy or other financial reorganisation.
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For the year ended 30 June 2016 #HZE-—ZF— NFNA=1HIFFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.8

4.9

Financial assets (Continued)
For loans and receivables

An impairment loss is recognised in profit or loss and
directly reduces the carrying amount of financial asset
when there is objective evidence that the asset is
impaired, and is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the original
effective interest rate. The carrying amount of financial
asset is reduced through the use of an allowance
account. When any part of financial asset is determined
as uncollectible, it is written off against the allowance
account for the relevant financial asset.

Inventories

Inventories are carried at the lower of cost and net
realisable value. Cost is determined using the weighted
average method, and in the case of work in progress
and finished goods, comprise direct materials, direct
labour and an appropriate proportion of overheads.
Net realisable value is the estimated selling price in the
ordinary course of business less the estimated cost of
completion and any applicable selling expenses.

4.10 Cash and cash equivalents

80

Cash and cash equivalents include cash at banks and in
hand. For the purpose of consolidated statement of cash
flows, cash and cash equivalents form an integral part of
the Group's cash management.
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Notes to the Financial Statements

Bt %% R MY R

For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FESEEER (£Z)
POLICIES (Continued)

4.11 Financial liabilities 411 eREE

The Group's financial liabilities include trade payables,
other payables, deposits, accruals, interest-bearing
borrowings and promissory notes.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. A financial liability is derecognised when the
obligation under the liability is discharged or cancelled or
expired.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated
as a derecognition of the original liability and the
recognition of a new liability, and the difference in the
respective carrying amount is recognised in profit or loss.

All interest related charges are recognised in accordance
with the Group's accounting policy for borrowing costs
(note 4.17).

Borrowings and promissory notes

They are recognised initially at fair value, net of directly
attributable transaction costs incurred. Borrowings and
promissory notes are subsequently stated at amortised
cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised
in profit or loss over the period of the borrowings 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 12 months after the reporting
period. Promissory notes is classified as current liabilities
according to its repayment schedule.
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For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.11 Financial liabilities (Continued)

Trade payables, other payables, deposits and accruals

These balances are recognised initially at their fair value
and subsequently measured at amortised cost, using the
effective interest method.

4.12 Leases

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

Classification of assets leased to the Group

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

Operating leases — as lessee

Where the Group has the right to use of assets held
under operating leases, payments made under the leases
are charged to profit or loss on a straight-line basis over
the lease terms except where an alternative basis is
more representative of the time pattern of benefits to be
derived from the leased assets. Lease incentives received
are recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals
are charged to profit or loss in the accounting period in
which they are incurred.
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For the year ended 30 June 2016 #Z = F—NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESTEEER (£Z)

POLICIES (Continued)

4.13 Provisions and contingent liabilities

LB EBERBAER

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

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

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

Contingent liabilities are recognised in the course of the
allocation of purchase price to the assets and liabilities
acquired in a business combination. They are initially
measured at fair value at the date of acquisition and
subsequently measured at the higher of the amount
that would be recognised in a comparable provision as
described above and the amount initially recognised less
any accumulated amortisation, if appropriate.
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For the year ended 30 June 2016 B2 =F—~NFENAH

=T HIEFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.14 Share capital

Ordinary shares are classified as equity. Share capital is

determined by using the nominal value if shares that

have been issued.

Any transaction costs associated with the issuing of

shares are deducted from share premium, net of any

related income tax benefit, to the extent that they are

incremental costs directly attributable to the equity

transaction.

4.15 Revenue recognition

Revenue is recognised when it is probable that the

economic benefit will flow to the Group and the revenue

can be measured reliably on the following basis:

84

from the sales of goods when the significant risks
and rewards of ownership have passed to the
customer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control
over the goods sold. This is usually taken as the time
when the goods are delivered and the customer has
accepted the goods;

services income is recognised when the service have
been rendered and the revenue can be reasonably
estimated and deferred revenue is recorded as
liability when the payments have been made in
advance by customers for services yet to be rendered
as at each of the reporting dates and recognised as
income when the services have been rendered and
the revenue can be reasonably estimated; and
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.15 Revenue recognition (Continued)

C.

interest income is recognised on an accrual basis
using the effective interest method by applying the
rate that exactly discounts the estimated future
cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to
the net carrying amount of the financial assets.

4.16 Employee benefits

(i)

Defined contribution plan

The Group has participated in a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) for its employees in
Hong Kong who are eligible to participate in the
MPF Scheme, in accordance with the Mandatory
Provident Fund Schemes Ordinance. Contributions
are made based on a percentage of the employee’s
basic salaries and are charged to the profit or loss as
they become payable in accordance with the rules
of the MPF scheme. The assets of the MPF Scheme
are held separately from those of the Group in
an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme, except for
the Group's employer voluntary contributions, which
are refunded to the Group when the employee
leaves employment prior to the contributions vesting
fully, in accordance with the rules of the MPF
Scheme.
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For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.16 Employee benefits (Continued)

(1)

(1)

86

Defined contribution plan (Continued)

Pursuant to the relevant regulations of the
government in the People's Republic of China
(the "PRC"), the subsidiaries operating in the PRC
have participated in local municipal government
retirement benefits schemes (the “Schemes”),
whereby the PRC subsidiaries are required to
contribute a certain percentage of the basic
salaries of their employees to the Schemes to
fund their retirement benefits. The local municipal
government undertakes to assume the retirement
benefits obligations of all existing and future
retired employees of the PRC subsidiaries. The only
obligation of the Group with respect to the Schemes
is to pay the ongoing required contributions under
the Schemes mentioned above. Contributions under
the Schemes are charged to the profit or loss as
incurred. There are no provisions under the Schemes
whereby forfeited contributions may be used to
reduce future contributions.

Short-term employee benefits

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

Non-accumulating compensated absences are not
recognised until the time of leave.
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For the year ended 30 June 2016 #Z = F—NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESTEEER (£Z)

POLICIES (Continued)

4.17 Capitalisation of borrowing costs

417 EXR{ELEBEER A

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost of
those assets. Income earned on temporary investments of
specific borrowings pending their expenditure on those
assets is deducted from borrowing costs capitalised. All
other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

4.18 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to the
fiscal periods to which they relate, based on the taxable
profit for the year. All changes to current tax assets or
liabilities are recognised as a component of income tax
expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred
tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised
for all deductible temporary differences, tax losses
available to be carried forward as well as other unused
tax credits, to the extent that it is probable that taxable
profit, including existing taxable temporary differences,
will be available against which the deductible temporary
differences, unused tax losses and unused tax credits can
be utilised.
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For the year ended 30 June 2016 #HZE-—ZF— NFNA=1HIFFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESTTEEER (£Z)

POLICIES (Continued)

4.18 Accounting for income taxes (Continued)

418 IR 2B RE (&)

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of
assets and liabilities in a transaction that affects neither
taxable nor accounting profit or loss.

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 differences and it is
probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability
is settled or the asset realised, provided they are enacted
or substantively enacted at the reporting period.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.

Current tax assets and current tax liabilities are presented
in net if, and only if, (a) the Group has the legally
enforceable right to set off the recognised amounts; and
(b) intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FESEEER (£Z)

POLICIES (Continued)

4.18 Accounting for income taxes (Continued)

418 IR 2B RE (&)

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if, (a) the entity has a legally
enforceable right to set off current tax assets against
current tax liabilities; and (b) the deferred tax assets and
the deferred tax liabilities relate to income taxes levied
by the same taxation authority on either; (i) the same
taxable entity; or (ii) different taxable entities which
intend either to settle current tax liabilities and assets
on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are
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expected to be settled or recovered. BREERESTEENTRERT
B
4.19 Segment reporting 419 D EH2

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the executive directors are determined following the
Group’s major product and services lines.
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For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4, FTESTTHEER (£Z)

POLICIES (Continued)

4.19 Segment reporting (Continued) 4.19 PEE25 (42)

Gain on disposal of a subsidiary, income tax and
corporate income and expenses which are not directly
attributable to the business activities of any operating
segment, are not included in arriving at the operating
results of the operating segment.

Segment assets include all assets but corporate assets.

HE—RHRNBARRNUKE - FTER
&“ﬂ%k&ﬁi(i#é%ﬁk
R4S E D EMZEISIES)) « 155
@%ﬁ%z%“ii%mﬁﬁﬁﬁ
ﬁqo

DHEEBER AR EENRINZAH

BEE - RAEEYTEERRBER
EARED I ER A

Corporate assets are not directly attributable to the
business activities of any operating segment.

DEHABEBREEREMRE ELR
BRERRARABUINZFE R

Segment liabilities include all liabilities but tax payables,
deferred tax liabilities and corporate liabilities. Corporate

liabilities are not directly attributable to the business E- N BEVIIEEEBNEW
activities of any operating segment. BEDE 2 ETEES)

4.20 Related parties 420 BER
(a) A person or a close member of that person’s family (@) EUTERT EEALSHER

RREKEBEAKEBHE:

is related to the Group if that person:

] il Bk A R 42 ) AN &

—~
=

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

3

(i) has significant influence over the Group; or (i) BAEEEEATE
57

(iii) is a member of key management personnel of (i) BAREBEHARN AT AR

the Group or the Company’s parent. MEZEBABHKE °
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For the year ended 30 June 2016 B Z=F

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

4.20 Related parties (Continued)

(b)

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

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

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

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

Both entities are joint ventures of the same
third party.

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

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

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

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

(viii) The entity or any member of a group of which

it is a part, provides key management personnel
services to the Group or to the Group's parent.

—NFNA=1THIFFE

4. TESFBERME (F)

420 BAETS (&)

(b) A TEMIE

/RT XERNA

AEEEBEE

(i)

(i)

(iii)
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(viii)
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For the year ended 30 June 2016 #HZE-—ZF— NFNA=1HIFFE

4. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
4.20 Related parties (Continued)

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

(i) that person’s children and spouse or domestic
partner;

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

(iii) dependents of that person or that person’s spouse
or domestic partner.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experiences and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

(i) Impairment of property, plant and equipment

Property, plant and equipment are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be
recoverable. The recoverable amounts of the property,
plant and equipment have been determined based
on value-in-use calculations. These calculations and
valuations require the use of judgement and estimates.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(ii)

(iii)

Impairment of trade and other receivables

The Group’s management determines impairment of
receivables on a regular basis. This estimate is based
on the credit history of its customers/borrowers and
current market conditions. Management reassesses the
impairment of receivables at the reporting date.

Impairment of loan receivables

Management regularly reviews the recoverability of
the loan receivables. Appropriate impairment loss for
estimated irrecoverable amount is recognised in profit
and loss when there is objective evidence that the
amount is not recoverable.

In determining whether allowance for bad and doubtful
debts is required, the Group takes into consideration
the aged status and likelihood of collection. Specific
allowance is only made for the loan receivables that
are unlikely to be collected and is recognised on
the difference between the carrying amount of loan
receivables and the present value of estimated future
cash flow discounted using the original effective interest
rate. Where the actual future cash flows are less than
expected, a material impairment loss may arise.
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For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(iv) Net realisable value of inventories

(v)

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and selling expenses. These
estimates are based on the current market condition
and the historical experience of selling products of
similar nature. It could change significantly as a result of
competitor actions in response to severe industry cycles.
Management reassesses the estimations at the reporting
date.

Estimated impairment of goodwill and intangible
assets with an indefinite useful life

The Group test annually whether goodwill and intangible
assets with an indefinite useful life have suffered any
impairment in accordance with the accounting policy
stated in note 4.7. It requires an estimation of the
value in use of the cash-generating units to which the
goodwill and intangible assets with an indefinite useful
life is allocated. Estimating the value in use requires the
Group to make an estimate of the expected future cash
flows from the cash-generating unit and also to choose
a suitable discount rate in order to calculate the present
value of those cash flows.

O4  COMBEST HOLDINGS LIMITED E{EZERARAF

5. BREETATRAE (&)

(iv) FENTERFE

(v)

FENAERFELRERTEKB
2P R AT S E R R TR A &
HERX ZEFMH IRBERTH
SRAREERUEEEMNBE
RERmEL B EABEFHFEE
BRIRITRIBHINITE M RIBRE -
EREeRREAMENTHER
ff&te

BERAEREAFH2ETLEE
Z A& RE
REBBFREMEL TR Z S5
BREBMELRABERERAFH
B EESDBEMARBEMETTA
A -EHBHEIENEENMASR
BERERFHNETLEENRSE
EEBMAHEREEEL G M
EREEERASEHERRTE
EEBENNBERARRASREETH
A MBERAENMRRUE
BB RENAE



Notes to the Financial Statements

Bt %% R MY R

For the year ended 30 June 2016 #Z = F—NFNA=+HILFE

5. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(vi) Income taxes (vi) T8

5. BREET AT RAE (&)

The Group is subject to income taxes in the PRC and
Hong Kong. Significant judgement is required in
determining the amount of the provision for income
taxes and timing of payment of related taxes. There are
many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities for
anticipated tax based on estimates of whether additional
taxes will be due. Where the final tax outcome of these
matters is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax provision in the period in which such
determination is made.

(vii) Provision for product warranty

Being an industry practice, the Group provides two to
three years product warranty to its customers depending
on product type, under which faulty products are
repaired or replaced. The amount of the provision for
the warranty requires judgement because it requires
management to estimate defective rate of products sold.
As the Group continues to develop new technologies
and upgrade its product quality, it is possible that the
past defective rate of products is not a good indicator of
future claims by customers in respect of past sales. Any
increase or decrease in the actual claims will affect profit
or loss in future years.
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For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

6. REVENUE, OTHER INCOME AND GAINS 6.

Revenue represents (i) the net invoiced value of goods
sold, after allowances for return and trade discounts where
applicable; (ii) loan interest income from money lending
business; and (iii) advisory services income earned from the
provision of consultancy services, sourcing of financial support
and company secretarial services.

An analysis of the Group's revenue, other income and gains
are as follows:

WA - B A K Kz
BAEONEEHERNERFE (EHNHB
REBEBERESTN (MER) ) (K
BEBMERMEBRA  R>NRHA
R SR BENRAWERY A
HR 15 60 BB P AR A A -

REB WA - B A K a5 47 a0
T

Revenue KA

Sale of goods HEEm

Loan interest income B A B A

Advisory services income B R AR A5 A

Other income and gains H g A & U&=

Bank interest income H|ITH B WA

Exchange gains, net b A % 5 EE

Gain on disposal of a subsidiary HE—EH B A MK
(note 30) (K7 #£30)
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

7. SEGMENT INFORMATION

The executive directors have identified the Group's four
business lines as reportable segments:

(a) functional healthcare products includes mattresses,
magnetic chairs, pillows, blankets, food supplements, air
ionizer products, other bedroom accessories and a range
of functional healthcare clothes and accessories;

(b) OEM consumer electronic products includes RS
connectors and transmitters for consumer electronic
products;

(c) money lending represents provision of credit; and
(d) advisory services includes provision of consultancy

services, sourcing of financial support and company
secretarial services.
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For the year ended 30 June 2016 #Z = F— NFNNH=1HIFFE

DEBE R (E
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7. SEGMENT INFORMATION (Continued)

There were no inter-segment sales and transfers during the
year (2015: Nil).

7.

Al

Functional healthcare OEM consumer

products electronic products Money lending Advisory services Total
hEEtRERAR RRENEHEUETER HE R R @t
2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
CR-AE( R ZR-AE | ZR-0F | ZR-AE | ZR-1F | ZR-AE |- 1F |-~ | ZF-1F
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBTFR | ARBTL | ARBTR | ARBTFL | ARSTR | ARSETL | ARSTFR | ARET | AR¥ETR | ARETT
Revenue WA
- From external customers - RENBEP
Reportable segment revenue T2HEFIBRA 46,522 76,398 16,643 18,411 3,544 - 22,772 - 89,481 94,809
Reportable segment (loss)/profit T2HAH (FB) /%7 (108,005)|  (108,748) (296) 1,068 3,538 - 22,382 r (82,381)|  (107,680)
Depreciation of property, mE BERRENE
plant and equipment 428 582 18 12 - - - - 446 594
Amortisation of intangible assets BWEE 5,502 7,573 S = S = 4 £ 5,502 7,573
Property, plant and VEN TR
equipment written off - 13 - - - - - - - 13
Addition of provision EmRERELM
for product warranty 84 539 - - - - - - 84 539
Provision for impairment of BFERERE
inventory 10,541 - - - - - - - 10,541 -
Impairment of property, mE - BERRERE
plant and equipment 1,031 - - - - - - - 1,031 -
Impairment of intangible assets EWEERE 85,296 34,860 o = = = = = 85,296 34,860
Impairment of goodwill BERE - 52,162 - = - - - = - 52,162
Interest expenses on HEEEFNERAX
interest-bearing borrowings - - - - 216 - - - 216 -
Reportable segment assets 2RI PEE 112,412 206,448 4,615 6,695 183,477 = 53,982 - 354,486 213,143
Additions to non-current segment  ERFFB S PAERE
assets during the year 1,623 a1 17 42 - - - - 1,640 453
Reportable segment liabilities EES: T8k 41,199 27,962 820 1,952 154,876 = 222 - 197,117 29,914
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

THER (&)
RAEBELD B2 2 BBERAH
BHRERP2IZALE 2 TEHBRT

SEGMENT INFORMATION (Continued) 7.

The total represented for the Group’s operation segments
reconcile to the Group's key financial figures as presented in

the consolidated financial statements as follows: ZHEBRINT
2016 2015
—B-RF —
RMB’000 RMB'000
ARETR ARETT
Reportable segment revenue A2®/o A 89,481 94,809
Reportable segment loss A 2w EEE (82,381) (107,680)
Imputed interest on promissory notes EHREBZEENE (2,882) =
Unallocated expenses ROBLHX (4,923) (4,843)
Loss before income tax IRk BT S H4 Al ES 18 (90,186) (112,523)
2016 2015
ZE-RF —E-0F
RMB’000 RMB'000
AR®BT ARSI
Reportable segment assets AE2WmoEHEE 354,486 213,143
Other corporate assets B AR EE 18,387 26,315
Group assets SEEE 372,873 239,458
Reportable segment liabilities BEE5a 0 5=N 197,117 29,914
Tax payables & 18 8,900 4,343
Deferred tax liabilities RERIBBEE 4,683 27,640
Promissory notes ST 57,345 =
Other corporate liabilities = RNETH= K= 1,465 2,082
Group liabilities CE =R 269,510 63,979
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7. SEGMENT INFORMATION (Continued)

The Group's revenue from external customers and its non-

7. PHEHR (&)

AREBERBINBES ZWAREIERE
BEDEDBATHER

current assets are divided into the following geographical
areas:

Revenue from

external customers Non-current assets

REMEEF A FRBEE
2016 2015 2016 2015
ZE-RE —E-RE —E-RE —Z-1%
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARETT ARETR ARBTT

Principal markets TEMS

The PRC (country of domicile) BB (EMAERR) 46,572 74,978 22,090 112,725
Hong Kong B8 39,239 16,396 53,981 -
Taiwan =y 3,670 2,424 - -
Japan SN - 1,011 = =
89,481 94,809 76,071 112,725

AEERME 25 2 WA TIREBERF T
EMEE AKBEZMERE T 25 EF
MBEEDNREBEEEZHEUERESE
P (LEEmMS ) EE -

The Group’s revenue by geographical locations is determined
based on locations of customers. The Group's specified non-
current assets by geographical locations are determined based
on physical locations of the assets or location of operation in
case of goodwill.

BHE-_ZT—"FANA=Z+HLEFE KB
REBERRBESHBH—Z(ZF—A
F \m)RFHKRARARK12,035,000
T(ZE-—RF &) EFA5EEKA
10% 38k LA | o

For the year ended 30 June 2016, there was one (2015:
Nil) customer from the Group’s advisory services segment
amounted to RMB12,035,000 (2015: Nil), represent 10% or
more of the Group's revenue.
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8.

LOSS BEFORE INCOME TAX

Notes to the Financial Statements

Bt %% R MY R

For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

8. HIBRFIEHATER

Loss before income tax is arrived
at after charging:

Cost of inventories recognised as

expenses

— Carrying amount of inventories sold
— Provision for impairment of inventory

Auditor’s remuneration
Amortisation of intangible assets
Depreciation of property, plant and

equipment

Operating lease charges in respect of

land and buildings

Provision for product warranty (note 23)
Property, plant and

equipment written off

Staff costs (excluding director’s

remuneration (note 29(a)))
— Salaries and wages
— Pension scheme contribution

2016 2015
—E-XREF -
RMB’'000 RMB'000
AR®T T ARBET T
RIS ATES B E 0k
TH&E:
BREXHNTFERA
—EHFERAEE 39,201 76,772
—FERERE 10,541 e
49,742 76,772
% R B & 682 656
I B E 5,502 7,573
ME- -BERREITE
446 594
FRLTHREFZEE
AT H 1,580 1,717
EmREBEE (KiE23) 84 539
Y E R E KR 15 8
= 13
BTIRA (TBREESHE
(B13£29(a)) )
—HehkIE 17,525 18,104
—iRIREFT &K 1,510 1,543
19,035 19,647
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

9. FINANCE COSTS 9. BERA
2016 2015
—E-XE s
RMB’000 RMB’000

ARET T ARBTTT

Interest charges on financial liabilities REBHEKAHENEREED
at amortised cost: MEER:
— Interest-bearing borrowings —EEBE 216 =
— Imputed interest on promissory notes —EHERZHEFE
(note 22) (Ktit22) 2,882 -
3,098 .
10. INCOME TAX CREDIT 10. FiBEBLER
Taxes on assessable profits have been calculated at the rates JERR T A 2 TR IB IR AN &2 B 40 ' S TS P
of tax prevailing in the jurisdictions in which the Group FalEERABITHRE  WIRIEE H
operates, based on existing legislation, interpretations and BT 2EREFE -
practices in respect thereof.
2016 2015
—E-RF —ET—REF
RMB’000 RMB'000

ARBT T ARETTT

Current tax BNEAFL 18
— Hong Kong —&BHB 4,277 =
— the PRC — 436 7,319
4,713 7,319
Deferred tax credit (note 33) EERIEE R (M 7£33) (22,957) (10,608)
Income tax credit st e (18,244) (3,289)
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10. INCOME TAX CREDIT (Continued)

Notes to the Financial Statements

Bt %% Wk MY &

For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

10. FISHER (&)
fERARA T REAH D M B D AR

A reconciliation of the tax credit applicable to loss before

income tax using the statutory rates for the tax jurisdictions in

which the Company and its majority subsidiaries are domiciled

are as follows:

BB EDEERAEERERAENERR
O RR P 15 B¢ AT 85 18 /) 7 TR 1K S Y R 10

T

2016 2015

—E—-RE —E-hF

RMB’000 RMB'000

AR¥E TR ARBEF T

Loss before income tax MR TSR AIE 18 (90,186) (112,523)
Tax on loss before income tax, HMBRFTIS AT BB TIE -

calculated at the rates applicable REBRBEEERKD

in the tax jurisdictions concerned HAREKTE (24,235) (27,772)

Tax effect of tax loss not recognised RERMIBEENT BT E 725 799

Tax effect of non-deductible expenses ARG 2 5,180 22,019

Tax effect of non-taxable income BAFHRBRANEEEZE (141) (5)

Others HAh 227 1,670

Income tax credit s ik e (18,244) (3,289)

Hong Kong profits tax has been provided at the rate of 16.5%

on the estimated assessable profit arising in Hong Kong for

the year.

The PRC income tax is calculated based on the statutory

income tax rate as determined in accordance with the relevant

PRC income tax rules and regulations for the year.

EBFEHR —ERAFEREBELMR
SHERFUE M A16.5%:T 12

FEMEHDRRBRERNFEE 2HBES
FERER R ROIEE ZEAEMEH R

HE-
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For the year ended 30 June 2016 # 2 =F—;

11. DIVIDENDS

\

FNA

=1 HIEFE

11.

No dividends were paid or declared by the Company during

the year presented in these consolidated financial statements

(2015: Nil).

12. LOSS PER SHARE

Basic

12.

The calculation of basic loss per share attributable to the

owners of the Company is based on the following data:

N2
ZAN/N

4
e
=

—HF:F)o

BRER

Ex

B BEBREMEINFEREA
Iﬂ/ﬁrf& & K £ A%

8(=%

=

ARBEEARIEEBREABRIIRIE
TR R

2016 2015
ZEB-XF — R4
RMB’000 RMB’000
ARETR AREF T
Loss for the year attributable KARHEE AEBGEFAERE
to the owners of the Company (71,764) (109,631)

No. of shares

No. of shares

ROEE Ehant 4=
‘000 ‘000
TR T 1%
Weighted average number of ARG E SRERNBENF A
ordinary shares in issue during BEITEBRME T A
the year used in the basic loss
per share calculation 3,201,500 3,201,500
Diluted #8
No diluted loss per share are presented for the years ended HREBE_E— k=T —HF A
30 June 2016 and 2015 as the Company had no potential ST RERFRRAALERBEINZ
ordinary shares outstanding at the end of the respective year. BHELZER MREFEALEZIETR
BmEEE-
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13. PROPERTY, PLANT AND EQUIPMENT

Notes to the Financial Statements

Bt %% R MY R

For the year ended 30 June 2016 #Z=—F— NFNA=+HILFE

1B.YER -BERERE

Furniture,
fixtures and
Leasehold Plant and office Computer Motor
improvements machinery equipment equipment vehicles Total
, B EBR
BENELE BERRKE BAERE ERE "E @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT ARETT ARBTT ARBTR
At 1July 2014 E’?:%*@iﬁﬂ*ﬁ
Cost A - 13,941 462 55 688 15,146
Accumulated depreciation and Rt % L E
impairment - (12,100) (361) (47) (319) (12,827)
Net carrying value REFE - 1,841 101 8 369 2,319
Year ended 30 June 2015 HE-T-1%
AAZTALEE
Opening net carrying value FOERFE = 1,841 101 8 369 2,319
Additions hE = 128 12 - 313 453
Write-off i - - - - (13) (13)
Depreciation nE - (437) (47) (3) (107) (594)
Closing net carrying value FERERFE - 1,532 66 5 562 2,165
At 30 June 2015 and RZZ-RFXA
1 July 2015 =tAR=%-1%
tA-H
Cost AR - 14,069 474 55 953 15,551
Accumulated depreciation 2HFTERAME
and impairment - (12,537) (408) (50) (391) (13,386)
Net carrying value RHFE - 1,532 66 5 562 2,165
Year ended 30 June 2016 HE-Z-AF
AAZTHLEEE
Opening net carrying value FNREFE - 1,532 66 5 562 2,165
Additions NE 1,315 126 198 - 1 1,640
Impairment loss HEEE - (1,031) - - - (1,031)
Depreciation bl (18) (291) (33) = (104) (446)
Closing net carrying value ~ EXEHAFE 1,297 336 231 5 459 2,328
At 30 June 2016 R-B-R%
RAS1R
Cost A 1315 14,195 672 55 954 17,191
Accumulated depreciation and ~ ZzHTE R
impairment (18) (13,859) (441) (50) (495) (14,863)
Net carrying value RHFE 1,297 336 231 5 459 2,328
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

13.

14.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Property, plant and equipment amounting to RMB1,270,000
(2015: RMB1,453,000) are related to the Group's functional
healthcare products business and none of these assets (2015:
RMB13,000) were written off. The net carrying amount
of property, plant and equipment related to functional
healthcare products business (after the write-off) amounting
to RMB1,270,000 (2015: RMB1,440,000) are combined with
other assets under the cash generating unit (“CGU") of
functional healthcare products business and are assessed for
impairment testing at that CGU level (note 714(b)) (2015: (note
15(a))).

The impairment loss of approximately RMB1,031,000 (2015:
Nil) was allocated to write down the value of the Group’s
property, plant and equipment (note 74(b)).

INTANGIBLE ASSETS

13. X BERERE (&)

BB ARY1,270,000 (ZE—FHF:
AR®1,453,0000) 2% BE &
BRERAEECNEERBEDED
FHEMBEZEEE(ZT—N1F:
AR®E13,000L) EME - BEAR
#1,270,000c (ZZE—HFE: AR
1,440,00070) 2 L ERIBEERERE
B2 BEREEREFE (M
BIRNEUERBREREB 2HSES
B ([(REELBMN]) BT ZHMEE
B RZIA & EEE M KT TG A
TRERR (Kat14)) (ZE—RF:
(Kiat15@@)) ) e

BEHARK1,031,0000(=ZF—H
F:F) 2 RBAEBELE D B AR A
EEME BERLZB2EE (M
14(b)) °

14. B EE

Brand Franchise
names networks Total
MmEEE BHHERK F
RMB’000 RMB’000 RMB’000
ARBET T ARET T ARBEF T
At 1 July 2014 R-ZZE—HmMFLH—H 121,140 31,853 152,993
Amortisation 5 = (7,573) (7,573)
Impairment loss (note a) BIEEE (K ita) (27,609) (7,251) (34,860)

At 30 June 2015 and R-ZE—RFNA=1+H

1 July 2015 N—ZE—HF+H—H 93,531 17,029 110,560
Amortisation 5 = (5,502) (5,502)
Impairment loss (note b) AR E (KiEb) (73,769) (11,527) (85,296)
At 30 June 2016 R-EBE—XNEXA=1H 19,762 = 19,762
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

14. INTANGIBLE ASSETS (Continued)

In the opinion of the directors, brand names are considered

to have an indefinite life as they have been in the market for

many years and the nature of the industry in which the Group

operates is that the brand obsolescence is not common if

supported by appropriate level of marketing.

Notes:

(a)

For the year ended 30 June 2015, the intangible assets of brandnames
and franchise networks are combined with other assets under the CGU of
functional healthcare products business and are assessed for impairment
at that CGU level. Impairment loss of approximately RMB34,860,000 was
allocated to write down the value of the Group’s intangible assets (note
15(a)), of which RMB27,609,000 and RMB7,251,000 were allocated to
write down the carrying value of the brandnames and franchise networks
respectively pro rata on the basis on the basis of their carrying amounts.

For the year ended 30 June 2016, the recoverable amount of the CGU of
functional healthcare products business has been determined based on a
value in use calculation using cash flow projection based on the financial
budgets covering a six-year period approved by the senior management.
The valuation of the CGU is made by reference to the valuation report
issued by APAC Asset Valuation and Consulting Limited, an independent
qualified professional valuer. Key estimates and assumptions used for
determining the recoverable amount of the CGU are as follows:

Growth rate during the six-year period average of 3%
Gross margin average of 40%
Pre-tax discount rate 19%
Growth rate to extrapolate cash flow projections 3%

Estimates and assumptions are determined by the management based on
the past performance of the segment and management'’s expectation for
the market development.

14. B EE (&£

EERS mEEBERSEAERSF
H RASZETMEABOEATSES
FORAREREMETEZIHERE
FERENMBHEREST TmE—RT

BB -

HeE -

(@) BE-Z-AFAA=TRHLEE REEH
REREEBR BT EERRIERE
EmEBZRSELENATZEMBEES
PEI IR % IR € B A B E E AR RUE < RUE
BB K A R134,860,0007T # 5 e = #UR 4
SEEVEEZEB(ME150) ERAR
#27,609,0007T K AR #7,251,0007T 25 Al JA
1H B 2 BRE B /R B AR R Lt ) 5 e 2= OB
[T RS HERR 2 REE

(b) BE_Z-—A"FRA=THLEE DRER
REMEBZRCELEMZAKRESFET
REANSREEEH AN FHMRESE
REENRSREBRNFENERBEERERE
ZReELBUZEENZ2EBLAERE
EMEEMEAEENERERBRAR T
ZEEREFL - REETREEEEM AR
CleRBAERER M RERENOT

RAFHAZERER F15 /3%
EA F5540%
Bt A HT IR = 19%

HREREB|AZERE 3%

B RBRIDAEEERES D2 BERR
MEBBHMSERZEMMERTE
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14. INTANGIBLE ASSETS (Continued)

Notes. (Continued)

(b)

(Continued)

With reference to the assessment, the directors are of the view that
the recoverable amount of the CGU of functional healthcare products
business is estimated to be RMB20,000,000 and therefore an impairment
loss of RMB86,327,000 in respect of the CGU of functional healthcare
products business was identified for the year ended 30 June 2016.
The impairment loss is allocated to write down the carrying amount of
property, plant and equipment and intangible assets by RMB1,031,000
and RMB85,296,000 respectively of which RMB73,769,000 and
RMB11,527,000 were allocated to write down the carrying value of the
brand names and franchise networks respectively pro rata on the basis on
the basis of their carrying amounts.

The impairment loss is primarily due to change in customers’ preference
on certain products.

14. B EE (&)

Hiat: (%)

(b)

(&)

K2ERBTG EERAVEMERBERE
BrREELBMZRESEHTEAAR
#£20,000,0007T - At REE T —RF~A
STELEFERDNEMRBREREBZES
B A B ERRE BB A R#686,327,0007T
REBEESEED BIMOR D E BB REHE
LA K 2 B EEBR B A R #1,031,0007T & A
[R#85,296,0007T - £+ AR73,769,0007T
& AR™11,527,0007T 2 5 B =5 B #U% &
lEEBRETEEPAERE (RRSEAE
LI AE) o

REBRIBEATFPHE TERNRGTSE
P e e

15. GOODWILL 15. &

2016 2015
—E-XE —ET—RH4F
RMB’000 RMB'000
ARE T ARET T
At beginning of year REH] - 52,162

Business combination HEEA0 (K31 AT 150b))
(note 31 and note 15(b)) 53,981 -
Impairment loss (note 15(a)) A E (it 15(a)) - (52,162)
At end of year RER 53,981 -
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

15. GOODWILL (Continued)

Notes:

(a)

For the year ended 30 June 2015, the recoverable amount of the CGU of
functional healthcare products business has been determined based on a
value in use calculation using cash flow projection based on the financial
budgets covering a five-year period approved by the senior management.
The valuation of the CGU is made by reference to the valuation report
issued by APAC Asset Valuation and Consulting Limited, an independent
qualified professional valuer. Key estimates and assumptions used for
determining the recoverable amount of the CGU are as follows:

Growth rate during the five-year period average of 6%
Gross margin average of 40%
Pre-tax discount rate 18%
Growth rate to extrapolate cash flow projections 3%

Estimates and assumptions are determined by the management based on
the past performance of the segment and management'’s expectation for
the market development.

With reference to the assessment, the directors are of the view that
the recoverable amount of the CGU of functional healthcare products
business is estimated to be RMB112,000,000 and therefore an
impairment loss of RMB87,022,000 in respect of the CGU of functional
healthcare products business was identified for the year ended 30 June
2015. The impairment loss is allocated to write down the carrying amount
of goodwill and intangible assets by RMB52,162,000 and RMB34,860,000
respectively. The impairment loss is primarily due to change in customers’
preference on certain products.

For the year ended 30 June 2016, the recoverable amount of the CGU
of advisory services business has been determined based on a value
in use calculation using cash flow projection based on the financial
budgets covering a five-year period approved by the senior management.
The valuation of the CGU is made by reference to the valuation report
issued by APAC Asset Valuation and Consulting Limited, an independent
qualified professional valuer. Key estimates and assumptions used for
determining the recoverable amount of the CGU are as follows:

Growth rate during the five-year period 3%
Pre-tax discount rate 22%
Growth rate to extrapolate cash flow projections 3%

15. 58 (&

iz :

(a)

HE_ZT-—RFA=THIEEFE DR
REGREBZRSELEM 2T EESETS
REANSAEEEHANDF PP HES
REENBRSREBNFENEREEEE -
HZREELBUZEBENSEBIAERYE
EMEEMEAEETEHRERBRAR T
ZEEREFL - REETREEEEM AR
CefEAERzERME REREMOT:

REFHAZERER F15R6%
EH F15540%
B A H7T3R & 18%
FHREMEBAZERE 3%

EARBRIBEEERBESBIBERR
MEBBHMSERZ2EMMETE -

K2ERBTG EEFRRAVEMEREBERZE
BrREEXBMZARESBHTEAAR
#112,000,0007T A REE T —AF X
A=+RALFEERIEEREEREKZR
CEEBMERREEEARES7,022,000
T REBEESREEDBIMBREERER
BEKRMEEARES2,162,000T & AR
34,860,0007T < BEEIENDEZHRE TER
ZEFRTEEZEHHMB -

RBE—Z-—R"FA=THLFE BEHR
BEBZREEEEM 2 AJKE &5 IHRE
RARREEELENTFRATRAE HE
EMREREBRAFENEREEERE - %R
CEEBUZEENDZ2ZEBUAEREXMA
ERGEAREETERERMABRAR T4
BEREFEH -BEERSEEBLZ2AIKES
BAAERZEZ M REREAOT

RAFHRIE R K 3%
TRTHT IR & 22%
EEREREBA 2B RE 3%

ANNUAL REPORT 2016 #£E#H% 109



Notes to the Financial Statements

Bt %% R MY &

For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

15. GOODWILL (Continued)

Estimates and assumptions are determined by the
management based on the past performance of the segment
and management'’s expectation for the market development.

With reference to the assessment, the directors are of the
view that the recoverable amount of the CGU of advisory
services business is estimated to be HK$92,000,000
(equivalent to approximately of RMB79,157,000) and thus
there is no impairment indication.

16. INVENTORIES

15. 58 (2&)
EEHRBEIETEBRES L B
ZBEREREBEUT SRR ENMmME
ﬁo

BEFGH EZRE BHRRBED
ReEABU 2B BEHBTA
92,000,000 T (BERHOD AR
79,157,0007T) « Bt - W AR E T KR °

16. &
2016 2015
—E-XE —T—RF
RMB’000 RMB’000

AR®BT ARETTT

Raw materials B R R
Work in progress TE&
Finished goods UK
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

17. TRADE RECEIVABLES 17. EWWE S RN
Ageing analysis of trade receivables as at the respective REBRELDH BRESFREFIIERER
reporting dates, based on invoice date and net of provision, HERMBREEENRESTOT

are as follows:

2016 2015
—B-RF —
RMB’000 RMB’000

ARET T ARBTTT

0-30 days 0£30H 598 1,935
31-90 days 31£290H 1,609 1,955
91-360 days 91%360H 662 1
Over 360 days 360H A E 9 9
2,878 3,900
The Group allows a credit period from 30 to 90 days to its REBEEZZTE-—R"EFEFT—AF X H
customers for the years ended 30 June 2016 and 2015. =THIEFRE AEBHETAZTF3I0E

BEMEEH-

Impairment of trade receivables is established when there INE B E B EE RN B EERREW
is objective evidence that the Group is not able to collect SRIB R R PR M BT B R 5% - RIIZE B
all amounts due according to the original terms of the KRB SERERBE - EHEALBRE
receivables. Significant financial difficulties of the debtors and AR E RSN AR A
default or delinquency in payments are considered indicators B RBERE N BETR

that the trade receivables are impaired.
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For the year ended 30 June 2016 #HZE-ZF—NFNA=1HILFE

17. TRADE RECEIVABLES (Continued) 17. BREBHRX (&)
The ageing analysis of trade receivables that are neither I A R sk R RRVER B W E 5 BR
individually nor collectively considered to be impaired is as FERESNAT
follows:
2016 2015
—E-XEF —E-hF
RMB’000 RMB'000

AR®T T ARBT T

Neither past due nor impaired K@ BRI AR R E 1,663 3,864
1-90 days past due #EI1 A ZE90H 681 26
91-360 days past due #HI91 H £360H 525

Over 360 days past due #HI360H A £ 9 9
Total FER 2,878 3,900
Trade receivables that were neither past due nor impaired KRBT RAENEREZEREZ R
related to a wide range of customers for whom there was no MHEERERCE LB E#

recent history of default.

The Group's management considers that trade receivables AEEZEBERANESREHEES
that were past due but not impaired for each of the reporting HRME i SRR E ) R INE 5 BR KD B R AT
dates under review are of good credit quality. The Group did EEHEZ ASEVEND BEERR
not hold any collateral in respect of trade receivables past due ENERE ZERFREMERMD -

but not impaired.

The directors of the Company considered the fair values HREWE S RFBERBEFTRNE A
of trade receivables are not materially different from their HH - MARRESERAXSESHIEZA
carrying amounts because these amounts have short maturity FEEHEROMETEEAEZR:

periods on their inception.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

18. LOAN RECEIVABLES

18. ERE R

2016 2015
—B-RF e
RMB’000 RMB'000
ARET ARBTT
Fixed-rate loan receivables EEEKER
— On demand or within one year — R ERE K —F RN 183,477 =
Analysed as: DR
Current portion B EB 183,477
Non-current portion EMEE D y =
183,477 -

During the year ended 30 June 2016, the range of interest
rate on the Group’s loan receivables is 12% to 24% per
annum (2015: Nil).

Before granting loans to outsiders, the Group uses internal
credit assessment process to assess the potential borrower’s
credit quality and defines its credit limits granted to the
borrowers. The credit limits attributed to the borrowers are
reviewed by the management regularly.

The Group has a policy for assessing the impairment on
loan receivables on an individual basis. The assessment also
includes evaluation of collectability and ageing analysis of
accounts and on management’s judgment, including the
current creditworthiness, collateral and past collection history
of each borrower.

BHE_Z—XRNEANA=THILEFEE K
EEEKREFRNENEN F12%E24%
(ZZE—RF &)

AN EFRHERZ A AEEE R
ABEEFEREFEEEERT ZE
EEX UEERTREERTZEE
BE-BRTEREEEEERAEERETE
Hifm T o

AEE 2 BRSEERNEEFEREE
KA o 5T 1f 75 B R R A M E M
RESOMARZREREZ A B1ER
AIEEE BRRREERT 2EBEK
O EE
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For the year ended 30 June 2016 #HZE-—ZF— NFNA=1HIFFE

18. LOAN RECEIVABLES (Continued)

In determining the recoverability of the loan receivables, the
Group considers any change in the credit quality of the loan
receivables from the date of credit was initially granted up to
the reporting date. This includes assessing the credit history
of the business, such as financial difficulties or default in
payments and current market conditions.

The ageing analysis of loan receivables that are neither
individually nor collectively considered to be impaired is as

18. EWE K (&)
RETERKER 27 MU AEH
RRBERSHHCVFERLBREER
HERBWER 2 EEERZERZ-
EEREAGHEB2ERERLS UHBRH
B R RRB AT

3 4 18 51| 3k (R 4R 1F R (B #O FE M & 3R A
FRER D ATEAN -

follows:

Total
wma
RMB'000
ARBTT

30 June 2016 R-ZZE—XREXA=1+H
Neither past due nor impaired A8 B IR AR R A 183,477
Less than 1 month past due wmE DR — {8 A -
1 to less than 3 months past due wmE—=={AA -
183,477

30 June 2015

Neither past due nor impaired
Less than 1 month past due

1 to less than 3 months past due

R-ZE—HFX<A=1H
K38 B T R OR (B
B H R —1E A
mE—==1E A
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

18. LOAN RECEIVABLES (Continued) 18. EWWE R (£Z)

For the year ended 30 June 2016, loan receivables included
a total carrying amount approximately of HK$205,774,000
(equivalent to approximately of RMB177,048,000) (2015: Nil)
which are neither past due nor impaired at the reporting date,
for which the Group believes that the amounts are considered
recoverable given the fair values of the pledged securities or
assets are sufficient to cover the entire balance on individual
basis. The remaining balances approximately of HK$7,472,000
(equivalent to approximately of RMB6,429,000) were
subsequently settled. No allowances for bad and doubtful
debts have been provided as at 30 June 2016 (2015: Nil).

On 6 September 2016, the repayment date of a loan
amounting to HK$7,000,000 (equivalent to approximately
of RMB6,023,000) was extended from 23 August 2016
to further six months, details of which are set out in the
Company’s announcement dated 6 September 2016.

The directors of the Company considered the fair values of
loan receivables are not materially different from their carrying
amounts because these amounts have short maturity periods
on their inception.

BE_ZE—XR"EAA=ZF+BLFE"
ERERBRERNREDHERERELY
/205,774,000 7L (HERH AR
177,048,0007T) (ZF—H % : &) KR
BETNARBERIE AR B EAE %ﬂzﬁ
EZATFERZRENEERZAIZNE I
t#% AEERAZEREFAEATRE -
EREEXY7,472,0008 T (BERH AR
6,429,000 ) REBBZE RN =T —
FRAZTHRHERERRE (=T
—RFEE)o

RZZE—RFENLH/SH ' 7,000,000% 7T
(BERH AR%6,023,0000) 2 E X
MEEAPHR-_T—"FNA=Z+=A
EENEA FHEHENARF B A
E—/—\iﬂﬂ/\lﬂz ﬁﬁ

HRERERBEMEEFTRERRE
AR 7%% AREWER 2 AF
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For the year ended 30 June 2016 #HZE-—ZF— NFNA=1HIFFE

19. RERBEZEEY
AEBCBELRBESENBENTE

19. CASH AND CASH EQUIVALENTS

Cash and cash equivalents of the Group include the following:

18 :
2016 2015
= —T-AF
RMB’000 RMB'000
ARET T AREF T
Cash and bank balances Be MIRTTH % 18,365 26,296

AEBUARBEEZRH S RIETE
BB ARK16,375000c (T —F
& ANR#25,344,0007T) - A RETE
BERRLBRAEMER -IBIEFR HINEE
B0 R 4EEE - EME RSEEEETE - A
EENEREREETINEEBHRIT
BARBEBAEME-

The cash and bank balances of the Group denominated in
RMB amounted to approximately RMB16,375,000 (2015:
RMB25,344,000). RMB is not freely convertible currency.
Under the Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement and Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through the
banks authorised to conduct foreign exchange business.

20. TRADE PAYABLES 20. ENEZ RN
Ageing analysis of the Group's trade payables, based on the REBEEMNE S FERIZEZ B HNREKR
invoice dates, is as follows: DA :

2016 2015

AL —E-LF

RMB’000 RMB'000

ARET ARET T

0-30 days 0£30H 1,175 BR(BZ

31-90 days 31290H 2,888 2,327

91-360 days 912360H 5,967 358

Over 360 days 360H A E 936 658

10,966 6,477
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For the year ended 30 June 2016 B Z=F

20. TRADE PAYABLES (Continued)

21.

The Group was granted a credit period ranging from 30 to 90
days by its suppliers for the years ended 30 June 2016 and
2015.

The directors of the Company considered the carrying

Bt %% R MY R

—NFNA=T1THIFFE

20. ENESRM (&)

BE_Z—RER-_ZE—HE~A=T
ALFE AEEEEHEERRETNT
30E90H Z2E 8-

K 7%$ub7% REBREEHENE

amounts of trade payables approximate to their fair values at RZBEAEREAFERRE-
each reporting date.
INTEREST-BEARING BORROWINGS 21. 5T EBE
2016 2015
—RE —T—RF
RMB’000 RMB'000
AR®BT ARBTT
On demand or within one year RERFH—FR 155,095 -

Interest-bearing borrowings amounted to HK$180,259,000
(equivalent to approximately of RMB155,095,000) (2015: Nil)
with a repayment on demand clause are carried at amortised
cost, represent a loan provided by an independent third party.
The interest bearing at fixed rate of 1% per annum. The entire
ordinary shares of Huge Rich Finance Limited, a subsidiary of
the Company, were charged to secure these loan facilities.

The directors of the Company considered that the carrying
amounts of the Group’s interest-bearing borrowings
approximate to its fair value at each reporting date.

MEREREEERRDOGE
180,259,0005%;%(*@%5@%@)\&%
155,095,0007T) (ZF— R4 : &) i
ﬁﬁﬁﬂmﬂﬁ% EIEBNE = HiRE E’Jfﬁ
ﬁémﬁt@%mlmﬂﬂ g
ZK Wﬁﬁ AREHBAERARNE
B Hxaﬁzﬁﬁw%ﬁz;z%?% =g
HPER

1j:t =5

EHHARE
FERE

i

ARBEERR NEW
FEEEMEEEREA
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For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

22. PROMISSORY NOTES

On 6 January 2016, the Group issued the promissory
notes (the “PN") with principal amount of HK$70,000,000
(equivalent to approximately of RMB60,228,000) as the
consideration for the acquisition of the entire issued share
capital of Giant Goal Limited (note 37). The PN has a maturity
of 12 months from the date of issue and interest-free. The
entire ordinary shares of Giant Goal Limited, a subsidiary of
the Company, were charged to secure these PN.

The fair value with approximately of HK$63,300,000
(equivalent to approximately of RMB54,463,000) of the PN
is calculated based on the principal amount and discounted
at the effective interest rate of 10.5% per annum for the
period before its maturity. The valuation of the PN as at the
date of its issue was carried out by APAC Asset Valuation and
Consulting Limited, using discounted cash flow approach by
applying an appropriate discount rate on the estimated future
cash outflows on repayment of the PN. The discount rate is
derived from market risk free rate and risk premium specific
to the Group with reference to market sources. The fair value
of the PN is recorded as financial liabilities stated at amortised
cost in accordance with HKAS39. The imputed interest
amounting to HK$3,349,000 (equivalent to approximately of
RMB2,882,000 (note 9)) was charged to profit or loss during
the year.

The directors of the Company considered the carrying amount
of promissory notes to approximate its fair value.
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22. AR EE

RZE—RF—AARNB AEEBEHEHTT
AN 4 %8 470,000,000/ 7T (HEE R4 A
R #60,228,0007T) B & H R ([ K
ZH ) - tE A EEGiant Goal Limited®
HEBITRANRE (HiE31) EHLE
BRI HER 2B & THHEF121EA
B A% E AR KB R A Giant Goal
Limited#) 2 20 & @A B IR 1E B2 K
HERZER

A HER 2 A F{EA63,300,000% T
(FRER#H ARMS4,463,00070) IR A&
B YREINPAMPEZERE
FIZ10.5E8 R - A H FEBRNEZETHZ
BEDBAEAEENERERERA A
‘%251*%1?%?3%%?;%%%21&%5&%%%%
muﬁz ﬁﬁﬁﬁfﬁt fﬁﬁﬁaﬁiﬁfﬁium
AT ZUBRLL2 RN IS ERE
AN B 2 T %5 8 R ke B R & R A/m{a
BAERF - AAZEBRZATERES
Be s AR FE395% IR # A A A BRI {E
B 7% B f& o 5 B F1) B.3,349,0007% 7T (48
B AR#2,882,0007T (H#1779) ) 1Y
FRRERIOR -
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For the year ended 30 June 2016 #Z = F—NFNA=+HILFE

23. PROVISION FOR PRODUCT WARRANTY 23. EmRERE
2016 2015
—B-RF —ZT—IF
RMB’000 RMB'000
AREBT ARBTT
At beginning of the year RE ) 670 382
Addition during the year FARE 84 539
Utilised during the year FREEFH (197) (251)
At end of the year RERL 557 670
Analysed for reporting purposes as: BEBMEETID:
Current liabilities mBBE 368 373
Non-current liabilities FEmBEE 189 297
557 670
The Group provides two to three years product warranties to AEEZERBEARERFPRHEME=S
its customers depending on the product types, under which FEMREB AmBEBEEBEMRES
faulty products are repaired or replaced. The estimate of the B E M E miRE BE 2 AT DIRE
provision for the product warranty is based on sales volumes HEEURBEIEREKE ZBELR
and past experience of the level of repairs and returns. The EH AT B EERT R2ZEHEE
estimation is reviewed on an ongoing basis and revised by EEMRMEIEBE -

reference to the current defective rate of products sold.
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For the year ended 30 June 2016 #HZE-—ZF— NFNA=1HIFFE

24. SHARE CAPITAL 24. IR
2016 2015
ZE-RE ZZ-hF
No. of shares No. of shares
R EE bt
'000 RMB'000 ‘000 RMB'000
i AR¥ETR T ARETT
Authorised: ETE
Ordinary shares of HK$0.01 each BREECOIETIERR 20,000,000 210,000 20,000,000 210,000
Issued and fully paid: BETRAR:
Ordinary shares of HK$0.01 each BREBOATZERR 3,201,500 30,860 3,201,500 30,860
25. RESERVES 25. @18
Group rE

In accordance with the relevant laws and regulations of the
PRC and the articles of association of the respective PRC
subsidiaries within the Group, each of the PRC subsidiaries is
required to transfer 10% of their profits after tax prepared
in accordance with the accounting regulations in the PRC to
the statutory reserve until the reserve balance reaches 50% of
their registered capital. Such reserve may be used to reduce
any losses incurred or to be capitalised as paid-up capital.

The amounts of the Group's reserves and the movements
therein for the year are presented in the consolidated
statements of changes in equity on page 60 of these financial
statements.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

25. RESERVES (Continued) 25. ®#E (&)
Company AT
Exchange
Share fluctuation  Accumulated
Premium* reserve losses Total
BRARE: EXRBHE 2EER @it
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT AREBTT ARBTT ARBTT

At 1 July 2014 R-Z-mE+A—R 419,537 (34,764) (255,330 129,443
Loss for the year FEER = = (4,839) (4,839)
Other comprehensive income  Ef2HEkH
Item that may be reclassified IREGENAHEZE

subsequently to profit or loss: Bm kA -

- Exchange differences -ERER - 53 - 53

Total comprehensive income FEXEURAE
for the year - 53 (4,839) (4,786)

At 30 June 2015 and 1July 2015 R=E-FEXA=+HERK

—E-H5FftA—H 419,537 (34,711) (260,169) 124,657
Loss for the year FEBRA - - (65,619) (65,619)
Other comprehensive income ~ Hfr 2 E K #H
Item that may be reclassified ARAEGEH 7 HHE
subsequently to profit or loss: BwlEH
- Exchange differences -ERER - 11,524 - 11,524

Total comprehensive income EER2HUBRAR

for the year - 11,524 (65,619) (54,095)
At 30 June 2016 RZE-R~EXA=T1H 419,537 (23,187) (325,788) 70,562
* The share premium account of the Company arises on shares issued at 3 AND AR s (B BR T B R i (B B 1T IR 19 T 22
a premium. Under the Companies Law of the Cayman Islands, the share Ao RBEFSHEATNE R & BRI A
premium account is distributable to the owners of the Company provided RAEBADIK HEEEEZKMNRE BB
that immediately following the date on which the dividend is proposed to & ARBKAREANENRBEEBBEFE
be distributed, the Company will be in a position to pay off its debts as B ER - HAER Dk ©

and when they fall due in the ordinary course of business.
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26. STATEMENT OF FINANCIAL POSITION OF THE 26. AR EZ WA R T
COMPANY
2016 2015
—E-XE —E-RHE
Notes RMB’000 RMB'000
HiaF ARE TR ARBET T
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Investments in subsidiaries R B AR ZIEE 1 1
Current assets REBEE
Other receivables H {th & We 5008 1,467 1,364
Due from subsidiaries LI NI E 100,513 155,140
Due from a related party FEU— R BEE A 3B 1,301 1,184
103,281 157,688
Current liabilities REBEE
Due to a subsidiary FE — B A B3k I8 97 90
Other payables and accruals HiENRIEREFTAE 1,763 2,082
1,860 2,172
Net current assets REEEFE 101,421 155,516
Net assets EEFE 101,422 155,517
EQUITY s
Share capital [ 24 30,860 30,860
Reserves ke 25 70,562 124,657
Total equity HERE 101,422 155,517
Approved and authorised for issue by the board of directors KEZESN_ZT—"FNLANBHER
on 9 September 2016 and signed on its behalf by: REANBERATIATREESE:
QIAN SHI YU LEE MAN TO
828 F B o
Director Director
EZE EZE
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27. RMYB DAz
RAREEH EEMBARFENT -

27. INTEREST IN SUBSIDIARIES

At the date of this report, particulars of principal subsidiaries

are as follows:

Place and date of
incorporation and

Particulars of issued

Percentage of equity
interest attributable

Name operation capital/registered capital to the Company Principal activities
EMERREE 2 ERTRA &M KRR R RE
A8 WEHRA S EAEE Al TEEH
Directly Indirectly
E# %

Diamond Globe Investments Ltd. 2 January 2009, 100 ordinary shares of 100 - Investment holdings
the BVI US$1 each

Diamond Globe Investments Ltd. “ZTNE-AZAH" 100 BREBIZETZ 100 - BREER
RRRRES Bk

BREERRXERRERATF 29 June 2006, Registered capital of = 100 Trading and
the PRC US$3,380,600 manufacturing of

healthcare products

BREARERXERRERAT ZEERERAZTAR #Hfff & 73,380,600% 7T - 100 EBEERHEREER
H

BERECEERERAR 1 March 2010, Registered capital of - 100 Trading of functional
the PRC RMB5,000,000 healthcare products

BERECEXERERAA “2-2F=f-R" FE1T & A AR #5,000,0007 - 100 EENEMREER
H

LBRECEERERAA 23 April 2009, Registered capital of = 100 Trading of functional
the PRC RMB500,000 healthcare products

tERALEERERAR “EEAFMAZT=A" it & A& A R #500,0007C - 100 EBEDEMEREBED
H

Well Wisdom Limited 12 January 2010, 10,000 ordinary shares of - 100 Investment holdings
Hong Kong HK$1 each

Well Wisdom Limited “Z-ZF-A+=H" 10,000/% = 100 HEZR
B BREEET EBK

Amble Precious Holdings Limited 8 December 2015, 100 ordinary shares of - 100 Investment holdings
the BVI US$1 each

Amble Precious Holdings Limited “T-RE+ZANAB" 100REREEIEZETL - 100 HEZRK
RERTES Bk

Giant Goal Limited 10 July 2014, 1 ordinary share of - 100 Investment holdings
the BVI US$1 each

Giant Goal Limited “T-NE+EA+H REEIETZ SBR - 100 REZER
AERTES
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27. INTEREST IN SUBSIDIARIES (Continued)

Place and date of
incorporation and

27. A B AR 2R (&)

Particulars of issued

Percentage of equity
interest attributable

Name operation capital/registered capital to the Company Principal activities
EMBRIRRE 2 BRTRA G ARRELRE
£8 WHRAH BAFEE BA TEEH
Directly  Indirectly
E# B %
Huge Rich Finance Limited 25 March 2014, 1,000,000 ordinary shares of - 100 Provision of money
Hong Kong HK$1 each lending services
REMBERDA ZE-NE=R=+HA" 1,000,000f% = 100 REHERE
Bk ShEEIBTZEAR
Jianghe Capital Limited 18 June 2014, 1 ordinary share of - 100 Provision of advisory
Hong Kong HK$1 each services
TAERBRAR “E-MERATNR: REEIETZ SRR - 100 REFARS
&k
Well Sources Enterprises Limited 12 March 2009, 50,000 ordinary shares of = 55  Trading of OEM
BVI US$1 each consumer electronic
products
Well Sources Enterprises Limited —ZETAEZAT=A 50,000k BREBEI1ETL - 55  RRAEREHENETE
EERUHE EER mE%
BREEZETFABAF 16 September 2009, Registered capital of = 55  Trading and
the PRC HK$10,000,000 manufacturing of
OEM consumer
electronic products
BREEEETERAA “ETAFAATRA FHff & 7810,000,0007% 7T - 55 BRREFEHEMETE
H mE 5 ks

The above table lists the Group's subsidiaries which, in the

opinion of the directors, principally affect the results for

the year or formed a substantial portion of the net assets

of the Group. To give details of other subsidiaries would, in

the opinion of the directors, result in particulars of excessive

length.
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For the year ended 30 June 2016 #Z = F— NFNA=+HILFE

28. OPERATING LEASE COMMITMENTS
As lessee

The Group leases its office and factory premises under
operating leases arrangements. The leases run for an initial
period of three years, with an option to renew the lease six
months before the expiry date. None of the leases included
contingent rentals.

At the reporting date, the total future minimum lease
payments payable by the Group under non-cancellable
operating leases are as follows:

28. REFHNAE
EBFEEA
AEBRELAHNTHREERAE
BEME - BB B=F  YABER
BIER A AT N B EE - A P B S R
e

R B AR ER IR G
DR AR ERE N R BB T

2016 2015
—E-XEF —ET—RF
RMB’000 RMB'000

ARET T ARETTT

Within one year —F KR 457 691
In the second to fifth years, inclusive RE_ZFHF (BIEEREMT) 352 146
809 837
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29. DIRECTORS’ REMUNERATION AND SENIOR 2. EEFHMESAREEENS
MANAGEMENT’'S EMOLUMENTS
(a) Directors’ emoluments (a) EEME
Remuneration of the directors is as follows: BEZHMOT
2016 2015
ZE-RxE —%-1%
Salaries, Salaries,
allowances Contributions allowances  Contributions
and benefits  to pension and benefits to pension
Fees in kind scheme Total Fees in kind scheme Total
Fe 2UR Bfhe He 28R Rihe
e ENEN HE [184 @zt Hne EnEM BEL:3 b
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR AR%Tn ARBTR ARETR| ARBTT ARETR AR%TR ARETR
Executive directors: HES:
- Mr. Lee Man To -FHERE - 510 15 525 - 488 14 502
~ Mr. Qian Shi Yu note j)) —BRTRE (W) - - - - - - - -
- Mr. Yong Kee Poh (note ii) -BRERE (M - 975 - 975 - 1,320 - 1,320
- 1,485 15 1,500 - 1,808 14 1,822
Independent non-executive directors: BUFHTEES:
- Mr. Chan Ngai Sang, Kenny -RRERE 120 - - 120 15 - - 115
~ Mr. Liu Wei Zhong (note /i) BB %L (Wi d - - 2 - - = .
- Mr. Nguyen Van Tu, Peter -hEELE 125 - - 125 120 - - 120
245 - - 245 235 - - 235
Non-executive directors: FUTES:
- Mr. Chan Kin Sang —-RREEE 120 - - 120 115 - - 115
365 1,485 15 1,865 350 1,808 14 2,172
Notes: it -

(i) Appointed as executive director on 28 December 2015.

(ii) Resigned as executive director on 28 December 2015.

(iii)  Resigned as independent non-executive director on 15 April 2016.

(iv)  Mr. Liu Tin Lap is appointed as independent non-executive director
on 14 July 2016.
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29. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’'S EMOLUMENTS (Continued)

(a)

(b)

Directors’ emoluments (Continued)

There was no emolument paid by the Group to its
directors as an inducement to join or upon joining the
Group or as compensation for loss of office during the
years ended 30 June 2016 and 2015.

There was no arrangement under which a director waived
or agreed to waive any remuneration during the years
ended 30 June 2016 and 2015.

Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year included two (2015: two)
directors, whose emoluments are reflected in the analysis
presented above. The emoluments payable to the five
highest paid individuals, other than directors, during the
year are as follows:

9. EEFMEEREEENS
(&)

(a)

(b)

EEME (&)

BHE-_Z—XREN-_ZT—HEA
“t+HLFE AEETERES
EXNHNSIEABBEREMBARE
35 7 1% 55 0 BB B ) B2 B S B B 4

f&-

BHE_Z—XREN-_ZT—HFE~A
—t+BHILFE WTEEBESWE
R B MEA M F AL HE -

TEREHAL

REAFE AEEREZSHFAL
EEMA(ZZE—AF WMAB)E
FESHNHEFBER EXZ5M
DR R RAFREARR SRR
=SFAL (BRI THB S L0
T

2016 2015
—E-RF —= A
RMB’000 RMB'000
ARE TR ARET T
Salaries, bonuses, allowances and e TEAL R REMRET
benefits in kind 1,358 1,184
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29. DIRECTORS’ REMUNERATION AND SENIOR 2. EEFHMEEREEEME
MANAGEMENT’'S EMOLUMENTS (Continued) (%)
(b) Five highest paid individuals (Continued) (b) EERSHFAL(E)
The number of non-director, highest paid employees FWNEATHEN G EEEE
whose remuneration fell within the following bands is as BABMAT:
follows:
2016 2015
—E-XE —E—RF
Nil — HK$1,000,000 Z 21,000,000/ 7T 3 2
HK$1,000,001 — HK$1,500,000 1,000,001 5% 1,500,000/ 7T =
3 B
There was no emolument paid by the Group to any of BHE_Z-—R"EFER-_T—HF XA
these five highest paid individuals as an inducement to =T BIEFE  AEEIW @ ERE
join or upon joining the Group as compensation for loss ZEhEBRaFTATZINMEIER
of office during the years ended 30 June 2016 and 2015. BEREMBEREEIRNESFME
Ry ) 22 B Sk B BB A 15 o
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30. GAIN ON DISPOSAL OF A SUBSIDIARY 30. HE— BB AR ZKE
On 29 June 2015, the Group disposed of its entire interest in RZB-—RAFRAAZTHE - TEEHE
Combest (China) Group Limited and its subsidiary, ¥k /&&= ERRE (PR EBEERAT RENB
FEEARRERERMER AT, (collectively referred as to N EEENERERERERRE
“Combest (China)” Group) to a substantial shareholder, Mr. RAR(GEAETRA(FBREE]) 2
Wang Linjia (“Mr. Wang”), at a total cash consideration of 2R T EERRIMESLLE ([FE
HK$1,300,000 (equivalent to approximately RMB1,040,520). 1) 4833 e MR EA1,300,000% T (4
Combest (China) Group was inactive during the year. The net H R AR1,040,5207T) « B G (F
assets of Combest (China) Group at the date of disposal were VEBERAFERNEELE -RME (F
as follows: B)SEBERTEEAH2EEFBEDT
RMB'000
ARBTT
Total consideration wRE 1,041
Net assets disposed of comprise: EHEEEFHEBE:
Cash and cash equivalents RekReEEY 1,041
Prepayments, deposits and other receivables AN I - e R E At B EKIE 1
Other payables, deposits and accruals HMENKE e kEFTARE (18)
1,024
Gain on disposal of a subsidiary (note 6) HE—MH B QR WS (A7:26) 17
An analysis of the net cash flow arising on disposal of PERMA (PR SEMELECZRERE
Combest (China) Group was as follows: FREOMMAE
RMB'000
ARBTT
Cash consideration receivable FEYR £ K (E 1,041
Cash and cash equivalents disposed of EHERSRASEED (1,041)
Net cash flows from disposal of a subsidiary HE—ERBAFMNIESREFE -
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31. BUSINESS COMBINATION

On 6 January 2016 (the “Acquisition date”), Amble
Precious Holdings Limited, a wholly-owned subsidiary of
the Company, acquired 100% voting equity interest of
Giant Goal Group from an independent third party, Grand
Castle Limited, a company incorporated in the BVI with the
consideration of HK$70,000,000 (equivalent to approximately
of RMB60,228,000) by way of issuing promissory notes (note
22) (the "Acquisition”). The Acquisition will enable the Group
to broaden its income based and to tap into the business
of money lending and advisory services, which should be
beneficial to the future growth of the Group.

31. K56

RZZE—"F—AB ([WEBH]) -
KR aE 22 EN B AR Amble Precious
Holdings Limited A 3773 5 4% (73
22) 2 77 &K E70,000,000% 7T (1B
R4 A R %60,228,0007T ) 7] 58 3 55 =
75 Grand Castle Limited (—BIRE B
ZRES MK & A R]) W Giant Goal
GroupM 2 E AR EERE ([KES
BH]) WEEEHIEREEEANEK
AEBWHEERNERBARBES  E
EAEMRAEERRRIG K -

The fair values of the identifiable assets and liabilities of Giant Giant Goal GroupA] # Al EE K EER
Goal Group as at the Acquisition date are as follows: WEBRMBMATFERT:
RMB'000

ARET T
Cash and cash equivalents ReRREeEBEY 3,238
Other receivables Hh e W 1B 1
Trade and other payables FET B 5 I H Ath BR K (145)
Provision for tax TIE BB (2,612)
Fair value of net identifiable assets acquired BB EREEFENRD TE 482
Less: Fair value of the consideration in PN B ERHBBREN R TE (HiE22)

(note 22) (54,463)
Goodwill (note 15 and note 31(a)) B (Hat15kHAE31(E)) 53,981
Analysis of cash flows on the Acquisition WEEENHE RSN
Cash and cash equivalents BEWENEARNRERREEEY

in subsidiaries acquired 3,238
Net cash inflows arising from XBEMEENBRE R AFE
business combination 3,238
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31. BUSINESS COMBINATION (Continued)

Notes:

(a)

32. REL
(a)

The goodwill arising from the acquisition of Giant Goal Group represents
the synergetic effect by enabling the Group to provide advisory services
to its clients in Hong Kong in more efficient and cost-effective manner by
taking the advantages of Giant Goal Group's current client base in Hong

Kong.

Giant Goal Group has contributed revenue of HK$31,531,000 (equivalent
to approximately of RMB26,316,000) and net profit of HK$25,674,000
(equivalent to approximately of RMB21,428,000) to the Group since
the Acquisition date to 30 June 2016. Had the Acquisition occurred
on 1 July 2015, consolidated revenue and consolidated profit for the
year would have been HK$46,472,000 (equivalent to approximately of
RMB38,786,000) and HK$37,179,000 (equivalent to approximately of
RMB31,030,000) respectively.

ATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following

3. ¥BE 6 (&)

ez :

(a) UBEGiant Goal GroupE£ M EE AR {F AL
=385 A Giant Goal GroupREERERF
HEWOHED UFERMENERAMEEER
P IR 5 5 BR 75 10 123 [R) U E o

by BUERHEE-_ZT-—XE~A=1+A8"
Giant Goal GroupP [ A% @ & Bl A
31,531,000 7T (MAERA ARE26,316,000
7)) R AEF25,674,0008 7T (IHERBOARE
21,428,0007T) MR ZZE—HEFELA—HE
EITIREE  FRNGRABRARGE®FBD R A
46,472,000/ 7T (HHER K AR #38,786,000
JT) K%37,179,0008 T (IHE RN ARE
31,030,0007T) °

32. BEALRS
(a) FR %W 35 3R H b &R 40 P RF A A9
RPN AEEEREANLBETT

transactions with related parties: TR 5
2016 2015
—E-XEF —E—RF
Notes RMB’000 RMB'000
B &t ARE TR ARET T
Related parties BEAL
BRERUEHEER AT, BRERUBRER AT
a company in which (—HBEEEERERZE
Mr. Wang indirectly BN HGLEE R EEE
wholly-owned and HEEFZ QA
Mr. Yong Kee Poh was
a common director
— Purchase of raw materials — KB RM R 0) = 4,416
Mr. Wang, a substantial FERE(ZERE)
shareholder
— Gain on disposal of —tHE—RMHBATZ
a subsidiary Uz (i) - 17
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32.

RELATED PARTY TRANSACTIONS N.BEEAELRS
(a) (Continued) (a) (#&)
Notes: Hiat -

() The purchases were made from 85 FEREE B R A A, which
is indirectly wholly-owned by Mr. Wang, a substantial shareholder
of the Company and Mr. Yong Kee Poh, a common director of the
Company and 18R ERERHEL AR AR since 11 April 2012 and
resigned on 28 December 2015.

(ii) The Group disposed of its entire interest in Combest (China) Group
to Mr. Wang, a substantial shareholder on 29 June 2015. Details of
the transaction was set out in note 30.

(b) Compensation of key management personnel

(i) FRAARBDTIERRILLEHZ2ERE
BZBREREBRAERQBEL 2%
BB ErEE T ——FOA+—
BREAAATRBREREMEAER
ARZHARESE R-F-—HF+_A
—“+N\AEE-

(i) AEER-_Z-—AFNA-_THHABE

BERFRIEEHEEREMA(FR)E
B2 2EER R BFBERNMES0 -

(b) TEEEAEHE

2016 2015
—R-AE ZT-AF
RMB’000 RMB’000

AR¥ T ARET T

Total remuneration of directors EEREMEIEEREAER
and other members 2 48 5 B
of key management
— Short-term employee benefits — X HE B &
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33. DEFERRED TAX LIABILITIES

Movement on the deferred tax liabilities are as follows:
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33. EERIEAE

EERABENEBWT

Revaluation of

intangible assets

EHEFEE
2016 2015
—B-RF —F g
RMB’'000 RMB'000
ARET R ARET T
At the beginning of the year RE ) 27,640 38,248
Credited to profit or loss ATEIBEMEEEF AFAER
during the year arising from
— Amortisation of intangible assets — A EEE (1,376) (1,893)
— Impairment of intangible assets —EEERE (21,581) (8,715)
(22,957) (10,608)
At the end of the year RER 4,683 27,640

The Group has tax losses of approximately RMB12,562,000
as at 30 June 2016 (2015: RMB12,562,000) that are available
for offsetting against future taxable profits of the companies
in which the losses arose. Deferred tax assets have not been
recognised in respect of these losses as it is considered not
probable that future taxable profits will be available from HzEs
these group companies against which the tax losses can be

utilised.

AEBR-Z—AFENA=ZTHARE
BEHARK12,562,000C (—E—H
F: ARM12,562,0007T ) 7] 1B $ 8%
1FEEN R RIB R IR ERTE o AN &
BYEFZEEEERECHBEELEE

B~ A A AT BE R R R FERR

M348 M) AT R VR 4R SH AR TR B 1R o
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33.

34.

BE—F—NFNA=THIFE

DEFERRED TAX LIABILITIES (Continued)

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in Mainland China. The requirement is effective from 1
January 2008 and applies to earnings after 31 December
2007. For the Group, the applicable rate is 10%. The Group is
therefore liable for withholding taxes on dividends distributed
by those subsidiaries established in Mainland China in respect
of earnings generated from 1 January 2008.

Deferred tax liabilities of RMB1,572,000 (2015:
RMB1,541,000) as at 30 June 2016 have not been recognised
for the withholding tax that would be payable on the
unremitted earnings of certain subsidiaries in the PRC, of
RMB15,572,000 at 30 June 2016 (2015: RMB15,410,000).
In the opinion of the directors, it is not probable that these
subsidiaries will distribute such earnings in the foreseeable
future.

RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group does not have written risk management
policies and guidelines. However, the board of directors
meets periodically to analyse and formulate measures to
manage and monitor the Group’s exposure to market risk,
including principally changes in interest rates and currency
exchange rates, credit risk and liquidity risk. Generally, the
Group employs a conservative strategy regarding its risk
management. As the Group’s exposure to market risks is kept
at a minimum level, the Group has not used any derivatives
for hedging purposes. The Group does not hold or issue
derivative financial instruments for trading purposes.
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33.

34.

EEBERE (F)
RIEPBEDEMEBE K B AER
YRS EEEAREI T REETIRN
BERBI0%EMNBIE - RER M -F
TN\F-A-BRER TEAR-T
TLE+-_A=S+-BRELNFE-
BAEEMAME EALEARI0% « HAE

EARPEAERINZEHMBERR A
—RE\F-A-AEREENBHHMS
TR AR B BB -

R-ZE—RENAZ=ZTHRNELEREA
BEARM1,572,000 (=S — R4
AR #1,541,0007T ) M R HER BN -
ENMHEARETHRENBARNR ST
—RNEXNAZTANAREAFIAR
#15,572,000c (ZE—HF: AR
15,410,0007T) T A - ESFR A %
EMBRARIRAI R ARRDIAAEDIRA
AR o

Bz EERERBUR

AEBVEEMAREREREKLIES -
A BEFSEHETEH HTRHE
it AEEREEAKBEEENT
%H@*IE@%ﬂ*&ET“@ =8
EnBEeREk - —Riis  A&E
mﬁﬂﬁéﬁ%ﬂﬁﬁﬁﬁom%$$
%] FfT [E B 0 T 355 L B A 15 OB K - B
R E B SR AEAIDT £ T R A(E S
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34. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

The Group’s principal financial instruments comprise trade

receivables, other receivables, loan receivables, cash and cash

equivalents, trade payables, other payables and accruals,

interest-bearing borrowings and promissory notes. The most

significant financial risks to which the Group is exposed are

described below.

()

Interest rate risk

Interest rate risk means the risk on the fluctuation of the
fair value on future cash flows of financial instruments
which arise from changes in interest rates. Floating
interest rate instruments will result in the Group facing
the risk of changes in market interest risk, and fixed
interest rate instruments will result in the Group fair
value interest rate risk.

Other than cash and cash equivalents (note 19), fixed
rate loan receivables (note 718) and fixed rate interest-
bearing borrowings (note 27), the Group does not have
any other significant interest-bearing financial assets and
liabilities. Any change in the interest rate promulgated
by banks from time to time is not considered to have
significant impact to Group.

The directors are of the opinion that the Group’'s
sensitivity to the change in interest rate is low.

3. AMEEBHERBE (£)

AEENTEZESRIABHERKESK
o HAEWRIE  BRER B RA
TEHEEY BNBSEN  HMEMNFUR
LREHBE FREERALREE A&
1% [ o O S K A R B an T SRt

(i) FI=Epg
MERBRELHTIARRRS RN
RFERNRB R ERE N ERH
HH IR TEKEHAEE
mETENERRESNER M
BEEMETAKEHRAEERFE
A R L B o

KA RBESEEY (HE19)  E
BREWE R (A1:218) BE B BME
B (Bat21) LASN - R BB AE (A
HMWERGFEERMEERAGE R
TAEHENFNENEES AR RY
REEBEESATE-

EERA AREYF XL 0K
R ER(E -
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=T HILFE

34. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(i)

(iii)

Foreign currency risk

The Group does not have material exposure to foreign
currency risk as the Group has no material balances of
financial assets and liabilities that are denominated in
currencies other than the functional currency of the
operations to which they related. The Group reviews its
foreign currency exposures on regular basis and consider
its foreign exchange risk to be insignificant.

Credit risk

The management has a credit policy and the exposures to
credit risks are monitored on an ongoing basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus on
the customers’ past history of making payments when
due and current ability to pay, and take into account
information specific to the customer as well as pertaining
to the economic environment in which the customer
operates.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. The Group closely monitors the concentration
of credit risk on individual customers based on their
credit worthiness.

As at the reporting dates, all cash and cash equivalents
were deposited in major banks in Hong Kong and the
PRC without significant credit risk.
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(ii)

(iii)

3. AMEEBHERBE (£)

S L B
AEBYEEANINERR  BRA
SEYENSEXBENIFNLEES
AAENEREERABENEKRE
€%°$$@Eﬂmﬁéﬂ‘ﬁ9\\ﬁgﬂ I
RAHNERREBRRE

FERR
BEERAE - HAEERR ”@%
BESEMEENEER

Th R U 5 AR K M E b FE W R IR T
EARBHAAEERERETE
EeBENEPETEMNEEN G-
HFFAEEEHE R BEMNER
EMAERNERED YEER
FrENEHREFEEXBHL
HEIRENE R

:EET
REERBEEP E’Jf*,\uﬂﬁ‘?ﬁ%?%ﬁ
ZEESRRERE &R -
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34. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(iii)

(iv)

Credit risk (Continued)

The Group is exposed to credit risk in respect of its
loan receivables. As at 30 June 2016, the carrying
amount of loan receivables is HK$205,775,000
(equivalent to approximately of RMB177,049,000)
(2015: Nil). The Group has concentration of credit
risk as 96% of the total loan as at 30 June 2016 was
due from five borrowers. The balance due from these
five borrowers except the amount of HK$7,472,000
(equivalent to approximately of RMB6,429,000) which
had been subsequently settled, is neither past due nor
impaired, of which the remaining amount is considered
recoverable given the collateral is sufficient to cover
the entire balance on individual basis at the reporting
date. The Group seeks to maintain strict control over
its outstanding loan receivables to minimise credit risk.
Management has credit policy in place and the exposures
to the credit are monitored on an ongoing basis.
Impairment allowances on outstanding loan receivables
are determined by an evaluation of financial background,
as well as financial condition of and the anticipated
receipts for that individual account, at the end of the
report period.

Fair value

The fair values of the Group’s financial assets and
liabilities are not materially different from their carrying
amounts because of the immediate or short term
maturity of these financial instruments.

3. AMEEBHERBE (£)

(iii)

(iv)

EERRK (&)
REEBNEREZRAHREERR -
RZE—RNFNA=Z+H EK
B # 8 BR 8 £205,775,0007% 7T
(HEERHARE177,049,0007T)
(ZE—15F: &) AEEHEE
EdhER ABEI6HHBE XK
—T-RNEANAZTHAEREKTA
MERABRIB-RFE A R
7,472,000 T (HERH AR
6,429,0007T) S (B R E BB
FEWZERMEBERANLEHRITRA
HhARBE EFGcBERAN
Yl - RERRERELES - HERY
RABRBEEBEG - NEBHEH
REBZRERBERSKREFERE
LB EERRBEER) BERE
EHEEERR UHFEEER
E R - & R EE 2 ERE AR
BERESBIHREARNTBE
R AR BB AR & @8 B8R = &) T8 5

W

A¥E
ARE SR EER A BN K
BRBE Bl KEERIAZA
TEHEREHELEEALE
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34. RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(v) Liquidity risk
The Group’s objective is to ensure adequate funds to
meet commitments associated with its financial liabilities.
Cash flows are closely monitored on an ongoing basis.
The Group will raise funds from the realisation of its
assets if required.

As at the respective reporting date, the remaining
contractual maturity of the Group's financial liabilities
which are based on undiscounted cash flows are
summaries below:

3. AMEEBHERBE (£)

(v)

AEENERABRECHESE
TEESREEHABNAE -HL
//leE?ﬁ%r%Ei%iEfTﬁ g
HAEFTE AEEKEEERAE
EEEED-

REREBH RERBBRSR
EfENARESRABRTAAN
B RBAET

R-FE-XEXA=1H

As at 30 June 2016

Total
contractual Within
Carrying undiscounted one year or
amount cash flow on demand
BENRER R—FRAH
BREE BeR BRERE
RMB’000 RMB’'000 RMB’'000
AR¥T R AREBTR AREBT R
Trade payables BN E SRR 10,966 10,966 10,966
Other payables and accruals ~ EfbfE FRIB R EF & B 18,924 18,924 18,924
Interest-bearing borrowings SHEEE 155,095 155,956 155,956
Promissory notes EAEE 57,345 60,228 60,228
242,330 246,074 246,074
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34. RISK MANAGEMENT OBJECTIVES AND 3. AREBEERBER (&)

POLICIES (Continued)
(v) Liquidity risk (Continued) (v)

REBEERERE (&)

As at 30 June 2015

R-_Z—RFA=1H

Total
contractual Within
Carrying undiscounted  three months or
amount cash flow on demand
BERNARRR R=18 ARk
fREE Rem REXRE
RMB'000 RMB'000 RMB'000
ARBTTT AR T ARBTT
Trade payables T8 28RN 6,477 6,477 6,477
Other payables and accruals H b 5B K JEAT B A 20,145 20,145 20,145
26,622 26,622 26,622

It is noted that the Group is contractually required
to repay the PN with the principal amount of
HK$70,000,000 (equivalent to approximately
RMB60,228,000) and the interest-bearing borrowings
of HK$181,260,000 (equivalent to approximately
RMB155,956,000) (the “Borrowings”) upon maturity in
January 2017. Having regard to the cash flow projection
of the Group for the next 12 months from the reporting
date, the directors are of the opinion that the Group will
have sufficient resources to satisfy its working capital and
other financing requirements in the foreseeable future
as the Group is able to generate positive cash flows
from operation in 2016/2017. Other than the above, the
directors are confident that the Company is able to raise
further funding from the capital market should the needs
arise. Based on the foregoing, the directors consider that
the Group will be able to meet its obligations when they
fall due.

RZE—+F— ARHE A5
EE#{EE AN £ % A70,000,000
Bt (FBER K AR60,228,000
T)OMELEBR R BEBE
181,260,000 7T (FHERH AR
155,956,0007t) ([fEE]) - &=
BAKEEHRE BB E K2
BAMRESRER EERE A%
EiEBRRZERMEERA R
RHEEESRAMBMERE R
ARAEERR=Z—X G =%
—tFHNREEBPELETITERS
B EMFTEIN EERE AN
ARAIERERNEATSEETE
INEE BB EXFTI  EERA
AEBEHERETHAEF-

ANNUAL REPORT 2016 #E#H% 139



Notes to the Financial Statements

Bt %% R MY &

For the year ended 30 June 2016 #HZE-—F— NFNA=1HILFE

34. RISK MANAGEMENT OBJECTIVES AND 3. AR EEBRBERBR (&)

POLICIES (Continued)

(vi) Summary of financial assets and liabilities by (vi) eREENREBETENHE
category
The carrying amounts of the Group's financial assets RBERPRANAEERREE
and liabilities recognised at the reporting dates LEENEEE D ENT B
are categorised as follows. See notes 4.8 and 4.11 TRMIAESBHERTEAEATE
for explanations on how the category of financial BEREE  F20MT4.8K4.11 ¢

instruments affects their subsequent measurement.

Financial assets THEE
2016 2015
—E—-XE —E—RF
RMB’000 RMB'000

ARET T ARETT

Loans and receivables: B R
— Trade receivables *%H&ﬁ%ﬂ%ﬂ 2,878 3,900
— Loan receivables — B E R 183,477 =
— Other receivables — H fib & W 5k 1B 33,898 48,809
Cash and cash equivalents Be kRS EEYD 18,365 26,296

238,618 79,005
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34. RISK MANAGEMENT OBJECTIVES AND 3. AR EEBRBERBR (&)

POLICIES (Continued)

(vi) Summary of financial assets and liabilities by (Vi) EeREEREGSIENHEE (&)
category (Continued)

Financial liabilities THEE

2016 2015

—E-RF —E-1fF

RMB’000 RMB'000

AR®BT T ARETTT

Financial liabilities measured REHEKATTENERAE:
at amortised cost:
— Trade payables —EE SRR 10,966 6,477
— Other payables and accruals —HEiENFIERETE R 18,924 20,145
— Interest-bearing borrowings — i EEBE 155,095 =
— Promissory notes — R 57,345 =

242,330 26,622
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35. CAPITAL MANAGEMENT

The Group's objectives when managing capital are:

(a) to safeguard the Group’s ability to continue as a going
concern, so that it continues to provide returns for
shareholders and benefits for other stakeholders;

(b) to support the Group's stability and growth; and

(c) to provide capital for the purpose of strengthening the
Group’s risk management capability.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group and capital efficiency,
prevailing and projected profitability, projected operating cash
flows, projected capital expenditures and projected strategic
investment opportunities.

The management regards total equity as capital. The
amounts of capital as at 30 June 2016 and 2015 amounted
to approximately RMB103,363,000 and RMB175,479,000
respectively which the management considers as optimal
having considered the projected capital expenditures and the
projected strategic investment opportunities.
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Notes to the Financial Statements
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35. CAPITAL MANAGEMENT (Continued)
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The Group sets the amount of equity in proportion to its REEREEBHERBELIRTERER
overall financing structure. The equity-to-overall financing SO NMEHR EaEEmALX
ratios at the end of the reporting periods were as follows: N
2016 2015
—B-RF —
RMB’000 RMB'000
ARET ARBTT
Total equity RREE 103,363 175,479
Overall financing BERRE
Interest-bearing borrowings TEBE 155,095 =
Promissory notes LR E 57,345 =
212,440 =
Equity-to-overall financing ratio EnEERREL R 0.49:1 N/A i A

The Group manages its capital to ensure that entities in the

Group will be able to continue as a going concern while

maximising the return to shareholders through optimisation

of the debt and equity balance. The Group’s overall strategy

remained unchanged throughout the reporting periods.
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Five Year Financial Summary
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A summary of the results and of the assets, liabilities and minority
interests of the Group for the last five financial years, as extracted
from the published audited financial statements and restated as

appropriate, is set out below.

2016 2015 2014 2013 2012
—E-RE —Z-hF —Z-mE —T—=F —E——F
RMB’000 RMB'000 RMB'000 RMB’000 RMB’000
AR TR ARETT AREFIT ARETFT ARETIT
Results ES
Revenue 'ON 89,481 94,809 103,302 110,469 113,575
(Loss)/Profit from operation  RE %% (&8) /%7 (87,088) (112,523) 18,665 24,391 (29,508)
Finance costs BE R (3,098) = = = -
(Loss)/Profit before taxation  BRBiAT (E518) &F (90,186) (112,523) 18,665 24,391 (29,508)
Income tax credit/(expenses) fiEHER, (F%) 18,244 3,289 (5,422) (4,979) 881
(Loss)/Profit for the year FE(FR) &N (71,942) (109,234) 13,243 19,412 (28,627)
Attributable to: FEfh -
— Owners of the Company —KREHEEA (71,764) (109,631) 13,008 19,143 (29,264)
— Non-controlling interests —FEERER (178) 397 235 269 637
71,942 (109,234) 13,243 19,412 (28,627)
Assets and liabilities and BEEHEER
non-controlling interest FIERE R
Total assets BEE 372,873 239,458 356,776 349,878 343,272
Total liabilities BEE (269,510) (63,979) (71,246) (77,632) (92,068)
Non-controlling interests FERER (3,199) (3,637) (3,241) (3,052) (2,658)
100,164 171,842 282,289 269,194 248,546
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