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

The 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 the GEM mean that it is a
market more suited to professional and other sophisticated investors.

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

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

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

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Oriental University City Holdings (H.K.) Limited (the “Company”
and together with its subsidiaries, the “Group”), | hereby present to our shareholders (the “Shareholders”) the
annual report of the Company for the year ended June 30, 2017 (the “Year”).

The Group is a leading provider of various education facilities and services, comprising primarily teaching buildings
and dormitories, to education institutions in the People’s Republic of China (the “PRC”), with operation in Malaysia.
Most of our existing education facilities are located in the Oriental University City in the Langfang Economic and
Technology Development Zone in Langfang city, Hebei Province, the PRC (the “Campus Site”). Our Campus Site
currently occupies a gross site area of approximately 731 mu (487,268 sq.m.). As of June 30, 2017, we owned
teaching building with a gross floor area (the “GFA”) of approximately 119,453 sq.m. and dormitories with a GFA
of approximately 144,490 sg.m. There were nine colleges, universities, schools, education training and corporate
entities that leased facilities from us (the “Contract Colleges”) for the Year.

Our Campus Site is strategically located along the high-speed rail axis between two growing metropolitan areas,
namely Beijing and Tianjin. As the metropolitan areas of Beijing, Tianjin and Hebei Province integrate to form
the national capital region of China (Jingjinji), marked with the relocation of non-core government functions to
Xiong’an New Area, Hebei Province, more colleges are likely to be priced out of the main metropolitan areas,
creating a market for their education facilities needs at our Campus Site. Furthermore, we shall benefit from several
infrastructure developments in the Jingjinji area, such as the construction of the second international airport of
Beijing, located 40 km from the Campus Site, which would stimulate improvements to the related transportation
network, and improve the Campus Site’s accessibility to Beijing, Tianjin and Hebei Province.

The Year was challenging for the Group, with reduced revenue and profitability relative to last year. However, the
Group managed to geographically expand its business into Kuala Lumpur, Malaysia. Our leasing revenue decreased
from RMB68.6 million in 2016 to RMB60.3 million for the Year, which decreased our net profit from RMB53.5 million
last year to RMB42.6 million for the Year. This decrease was mainly due to the decreased enrollment of Contract
Colleges, and the implementation of value added tax which impacted our revenue. Despite these challenges, the
Group experienced healthy profit margins, with earnings per share for the Year of RMB0.23 (2016: RMBO0.29).
Locally, we remain focused on recruiting more Contract Colleges to our Campus Site, thus increasing revenue
and profitability. We are delighted to announce that the Board has recommended a final one-tier tax exempt cash
dividend of HK$0.04 per share for the Year as a reward to our Shareholders.
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CHAIRMAN'’S STATEMENT

During the Year, we expanded to the Southeast Asia, after investing in Australia and Europe. On July 7, 2016, a
general meeting of the Shareholders was held at which the Shareholders approved the Group’s purchase of land
and buildings in Kuala Lumpur, Malaysia, for a consideration of RM40,000,000. Since then, we have secured a
change of the use provision for the properties from residential to commercial, which would significantly increase
the land’s value and development potential. The Board believes that this investment in Malaysia will bear fruit for
Shareholders over the coming years when we realize the potential of this acquisition. Our overseas investments
over the past 2 years have given the Group geographical breadth, and we shall continue searching for potential
overseas opportunities to grow the Group’s education facilities portfolio.

Finally, | would like to extend my deep appreciation to my fellow Board members for their wise and invaluable

counsel. | would also like to thank our Shareholders, investors, staff and all stakeholders for their support. We shall
continue to create value and contribute to the Group to benefit all our stakeholders.

Chew Hua Seng
Chairman

August 15, 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

Our leasing revenue decreased by 12% to RMB60.3 million for the year ended June 30, 2017 (the “Year”) compared
to RMB68.6 million in 2016. This decrease was mainly attributable to the decrease of enroliment students of the

colleges, universities, schools, education training centres and corporate entities that lease education facilities from

the Company and its subsidiaries (the “Group” and the “Contract Colleges”, respectively), and the change of

business tax to value-added tax. From July 1, 2016, the revenue of the Group has been net of value-added tax due

to change of tax system in the PRC.

Operating profit

Our operating profit for the Year was RMB36.2 million compared to RMB71.0 million in 2016, mainly due to the

following reasons:

7)

2

3)

4)

5)

Government grant

Government grant decreased by RMB26.0 million for the Year mainly due to a reversion of RMB21.0 million of
government grant during the Year.

Employee cost

Employee cost decreased by 8% to RMB2.3 million for the Year compared to RMB2.5 million in 2016 mainly
because of manpower turnover.

Repairs and maintenance fees

Repairs and maintenance fees increased by 61% to RMB2.9 million in the Year compared to RMB1.8 million
in 2016 mainly due to the improvement of facilities in our campus.

Legal and consulting fees

Legal and consulting fees increased by 27.8% to RMB4.6 million for the Year compared to RMB3.6 million
in 2016 mainly due to an increase in legal fee and professional fee for the overseas property acquisition
opportunity.

Other (losses) / gains — net

We recorded a net foreign exchange loss of RMB2.1 million for the Year, primarily due to intercompany
transactions of OUC Malaysia Sdn. Bhd., a wholly-owned subsidiary of the Company (“OUC Malaysia”) and
the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

Income tax expenses

Since January 1, 2015 (the tax assessment year 2015) onwards, the corporate income tax of the Group’s entities
located in the People’s Republic of China (the “PRC”) has been levied according to accounting book under the
Corporate Income Tax Law of the PRC. We incurred RMB4.3 million corporate income tax expenses for the Year.

Net profit

Due to the foregoing factors, our net profit for the Year was RMB42.6 million compared to RMB53.5 million in 2016.

Liquidity and Financial Resources

On February 23, 2017, Affin Bank Berhad granted a term loan facility of Ringgit Malaysia Twenty Million (RM20.0
million) to OUC Malaysia to refinance the acquisition of the properties in Malaysia. The tenure of the facility is
20 years and the interest rate ranged from 5.80% to 5.96% per annum. The term loan is denominated in Ringgit
Malaysia.

On March 9, 2017, the Company applied for a term loan amount (lending against Mainland Bank’s guarantee) of
HKD20.0 million (equivalent to approximately RMB17.7 million) with Woori Bank, Hong Kong Branch for one year
for working capital and the interest rate is 2.19% per annum. The term loan is denominated in Hong Kong dollars.

Cash and Cash Equivalents

The Group places a high emphasis on risk management, safety and liquidity. Cash in excess of daily operational
requirements are placed in fixed deposits. The Group currently does not invest in bonds, bills, structured products
or any other financial instruments. As at June 30, 2017, the Group had a cash and cash equivalent balance of
approximately RMB14.3 million (June 30, 2016: RMB4.9 million). The cash and cash equivalent were mainly
denominated in Renminbi (the “RMB”).

Foreign Exchange Hedging

The Group has limited foreign currency risk as most of the transactions are denominated in the RMB as the
functional currency of the operations. Thus, the Group presently does not conduct any foreign exchange hedging.
However, the directors of the Company (the “Directors”) monitor the Group’s foreign exchange exposure closely
and may, depending on the circumstances and trend of foreign currency, consider adopting a significant foreign
currency hedging policy in the future, if necessary.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK

The Group owns and leases education facilities, comprising primarily teaching buildings and dormitories to
education institutions in the PRC and Malaysia. Most of the Group’s existing education facilities are located in
Oriental University City, Langfang city, Hebei Province, the PRC and Kuala Lumpur, Malaysia.

Apart from education facilities leasing, in order to serve the daily needs of students and staff, the Group’s business,
to a much lesser extent, includes commercial leasing. The Group leases buildings and premises to tenants
operating a range of supporting facilities, including grocery stores, laundry shops, internet cafes and canteens.

In general, the Group expects the resident student population of the Contract Colleges and the revenue to be
generated from them to remain relatively stable in the near future.

SIGNIFICANT INVESTMENTS AND FUTURE PLANS FOR MATERIAL INVESTMENTS AND CAPITAL
COMMITMENT

Saved as disclosed in the prospectus of the Company dated December 31, 2014 (the “Prospectus”) and the
section headed “Material acquisition or disposal of subsidiaries and affiliated companies” below, as at June 30,
2017, the Group did not hold any significant investment, had no material capital commitments and no future plans
for material investments or purchase of capital assets.

MATERIAL ACQUISITION OR DISPOSAL OF SUBSIDIARIES AND AFFILIATED COMPANIES

() A general meeting of the shareholders of the Company (the “Shareholders”) was held on July 7, 2016 at which
the resolutions regarding (i) the acquisition agreements entered into between Diamond Nest Sdn. Bhd. (now
known as OUC Malaysia, a wholly-owned subsidiary of the Company, and Ms. Doris Chung Gim Lian (“Ms.
Chung”), the wife of Mr. Chew Hua Seng (“Mr. Chew”) (the chairman of the board of Directors (the “Chairman”)
and an executive Director), and Evergreen Plus Sdn. Bhd. (“Evergreen Plus”) which is owned as to 99% by
Ms. Chung and as to 1% by Madam Yeo Geok Siew (the mother-in-law of Mr. Chew) in relation to the Group’s
acquisitions of lands and properties in Malaysia; and (ii) the tenancy agreements entered into between Ms.
Chung and Evergreen Plus, respectively as landlord, and Raffles College of Higher Education Sdn. Bhd., a
company owned as to 49% by Raffles Education Corporation Limited (“REC”) which is the immediate holding
company of the Company, as tenant for the lease of the above properties were passed by the Shareholders
thereat. For further information, please refer to the Company’s announcements dated May 30, 2016, June 5,
2016 and July 7, 2016 and circular dated June 20, 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS

(i)  On June 30, 2017, the Company entered into a subscription agreement with 4 Vallees Pte. Ltd. (“4 Vallees”),
pursuant to which the Company shall conditionally subscribe for and 4 Vallees shall conditionally allot and
issue a total of 4,508,151 new shares in the share capital of 4 Vallees representing approximately 13.58%
of the issued share capital of 4 Vallees on an enlarged basis at the total subscription price of SGD5,421,000
(equivalent to approximately HKD30,000,000). Upon completion, the Company will own in aggregate 8,172,151
shares in 4 Vallees, representing approximately 24.61% of the entire issued share capital of 4 Vallees. For
further information, please refer to the Company’s announcements dated June 30, 2017, July 31, 2017 and
August 15, 2017.

CHARGE ON GROUP ASSETS

As at June 30, 2017, bank deposit of RMB20,000,000 (2016: RMB Nil) and investment properties of RMB49,181,000
(2016: RMB Nil) were pledged to secure banking facilities granted to the Group.

CAPITAL STRUCTURE

There was no change in the capital structure of the Group as at June 30, 2017 as compared with that as at June 30,
2016.

CONTINGENT LIABILITIES

As at June 30, 2017, the Group and the Company did not have any significant undisclosed contingent liabilities (June
30, 2016: Nil).

EMPLOYEES AND REMUNERATION POLICIES

As at June 30, 2017, the Group had a total of 17 full-time employees in the PRC, all of which were located in
Langfang city, Hebei Province, the PRC (June 30, 2016: 17). The Group’s total employee costs were approximately
RMB2.3 million for the Year (June 30, 2016: RMB2.5 million). The employees’ remuneration is determined by
reference to the market salary of their respective experience and performance. The Company provides training to
its employees to improve and upgrade their management and professional skills. As required by the PRC social
security regulations, the Company makes contributions to mandatory social security funds for its employees to
provide for their retirement and provides medical, unemployment, work-related injury and maternity benefits.
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS FROM THE COMPANY’S PLACING

The net proceeds received by the Company from the listing by way of a placing of 45,000,000 ordinary shares of
the Company at a price of HK$2.64 each on January 16, 2015 (the “Placing”), after deducting the amount due
to REC, the controlling shareholder (or defined in the Rules Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited) of the Company and a company owned as to
36.88% by Mr. Chew, the Chairman and an executive Director, for listing expenses as set out in the Prospectus and
the total underwriting commission, fees and expenses relating to the Placing paid by the Company, amounted to
approximately HK$75.3 million.

As disclosed in the Prospectus, the Directors intend to apply all the above net proceeds for constructing new
dormitories on the campus site owned by the Group, housing the Contract Colleges located in Oriental University
City in Langfang Economic and Technology Development Zone in Langfang city, Hebei Province, the PRC (the
“Campus Site”).

As at June 30, 2017, preparation works for the construction of new dormitories on the Campus Site was still on-
going. The Group has spent approximately HK$29.7 million in purchasing construction materials, conducting soil
testing for the selected sites on the Campus Site and carrying out architectural work for the new dormitories.

After soil testing had been conducted on the selected sites, the architecture firm was of the view that the original
architectural design of the new dormitories should be revised and optimized. Thus, the architecture firm took
additional 6 months to analyse the soil testing results, the construction methods, additional costing and building
dormitories. On September 22, 2016, the architecture firm obtained the approval of building plans from Langfang
government. The Company is applying for the construction licence and selecting the contractor which has
been deferred as a result of an order (Lang Kai Zhu Jian [2017] 13) issued by the local government to suspend
all construction activities due to air pollution till further notice. The Company will monitor the situation and re-
commence the construction of new dormitories once the local government lifts the suspension and the Company is
of the view that the construction will still be commenced in the near future.
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MANAGEMENT DISCUSSION AND ANALYSIS

COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL BUSINESS PROGRESS

An analysis comparing the implementation plans as set out in the Prospectus with the Group’s actual plan for the
Year is set out below:

Timetable Implementation Plans in the Prospectus Actual Plans
June 30, 2017 — Final settlement of the construction costs - Applying for the construction licence
under the relevant construction contracts which has been deferred as a result of an

order (Lang Kai Zhu Jian [2017] 13) issued
by the local government to suspend all
construction activities due to air pollution
till further notice. The Company will
monitor the situation and re-commence
the construction of new dormitories once
the local government lifts the suspension
and the Company is of the view that the
construction will still be commenced in
the near future.

To be confirmed — Not applicable — Complete the construction of the new
dormitories; and
— Commence and complete the interior
decoration of the new dormitories.

To be confirmed - Not applicable - Complete the final inspection and
obtain the relevant government permit
for commencement of use of the new
dormitories;

— Commence the use of the new dormitories;
and

- Make the final settlement of the
construction costs under the relevant
construction contracts.
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MANAGEMENT DISCUSSION AND ANALYSIS

In summary, the implementation plans of constructing new dormitories on the Campus Site funded by the net
proceeds from the Placing will be rescheduled as follows:

Amount
HK$ million %
For the Year 29.7 39.4
For the end of December 31, 2018 41.8 55.5
For the end of June 30, 2019 3.8 5.1
Total 75.3 100.0

The Group will provide updates to its Shareholders and potential investors on the progress of the implementation
plans of constructing new dormitories on the Campus Site as and when required. Save for the above delay in the
application of the unused proceeds, the other proposed use of proceeds and their respective implementation plans
from the Placing remain unchanged.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS

Executive Directors

Mr. Chew Hua Seng (JE1#EX), aged 63, is the founding director of the Company (the “Director”) appointed on June
11, 2012 and was re-designated as an executive Directors and the chairman of the board of Directors (the “Board”)
in January 2014. He is also a member of each of the remuneration committee (the “Remuneration Committee”) and
the nomination committee (the “Nomination Committee”) of the Board. Mr. Chew joined the Group in December
2007. He is primarily responsible for the overall strategic planning and management of our Group. He has served
as the chief executive director of B84 % & & 5 AN B4 24 5 74 # 'R 2 5] (Langfang Development Zone Oriental
University City Education Consultancy Co., Limited) (“Langfang Education Consultancy”), a subsidiary of the
Company, since October 2011. Mr. Chew Hua Seng is also the founder, chairman and chief executive officer of
Raffles Education Corporation Limited (“REC”), the controlling shareholder of the Company. He founded the REC
Group in 1990 and after the Group had achieved an excellent track record of growth, he led it to a highly successful
initial public listing on Singapore Exchange Securities Trading Limited (the “SGX-ST”) in 2002. REC was ranked
amongst the Top 200 Asia-Pacific companies on Forbes Asia’s “Best Under a Billion” list for four consecutive
years, from 2006 to 2009. Under his astute leadership, Raffles Education Corp has grown to become the premier
private education provider.

Mr. Chew obtained a Bachelor’s Degree in Business Administration from the University of Singapore (now known as
the National University of Singapore) in May 1979 and was awarded the National University of Singapore Business
School Eminent Business Alumni Awards in November 2010 for his outstanding achievements. Mr. Chew was also
conferred the Public Service Medal by the President of Singapore in 2010 for his contribution to community service.

In 2007, Mr. Chew established the Chew Hua Seng Foundation (the “Foundation”) to further charitable causes,
predominantly in education. Commissioned with the motto “Compassion through the Generations”, the
Foundation’s mission is aligned with REC’s overarching principle to provide the invaluable gift of education to
needy youths, with a special focus to support poor students in the Asia-Pacific region. Mr. Chew does not have any
relationship with any Director and senior management.

Mr. Liu Ying Chun (2I30%), aged 53, is the chief executive officer of the Group and an executive Director. Mr. Liu
joined our Group in June 2010 and was appointed as an executive Director on January 16, 2014. He is primarily
responsible for managing the overall operations of the Group. Mr. Liu has served as director of Langfang Education
Consultancy, a subsidiary of the Company since December 2011, OUC Malaysia Sdn. Bhd. (formerly known as
Diamond Nest Sdn. Bhd.) and Campus Residence S.r.l., both are wholly-owned subsidiaries of the Company since
June 2016 and May 2017, respectively. Mr. Liu was appointed as a non-executive director of Axiom Properties
Limited, a company listed on the Australian Stock Exchange, since November 25, 2015. Mr. Liu also served as
the chairman of Langfang Huaxi Construction Consultancy Company Limited (BF3h TiEEE R TI2AAER A )
from September 2000 to June 2010. He worked in the Langfang Audit Office (EE31 T &5t /3) as the vice-head, and
as the head of Construction Center Department from December 1991 to September 2000, Mr. Liu also worked in
the Wenan County Audit Office (X Z &5 /) from July 1983 to November 1991. Mr. Liu obtained a diploma in
business economics from the Renmin University of China (B AR XZ) in June 1988. Mr. Liu is registered as a
valuer with the China Appraisal Society (B & /= 5 {4 1 €). He is a qualified auditor accredited by the National
Audit Office of the People’s Republic of China (the “PRC”) (FF % AR X MEZEF1E ), and is also an engineer in the
PRC. Mr. Liu does not have any relationship with any Directors and senior management.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Non-executive Director

Mr. He Jun (f1E), aged 55, was appointed as a non-executive Director on January 16, 2014. He is also the
chairman of the risk management committee of the Board (the “Risk Management Committee”). Mr. He joined
WongPartnership LLP in Singapore in February 1997 and is currently the joint-head of the China Practice of
WongPartnership LLP. Mr. He is a partner in both the Capital Markets Practice and the Corporate/Mergers &
Acquisitions (the “Corporate/M&A”) Practice. His main areas of practice are corporate finance, equity capital
market, foreign investment in China, mergers and acquisitions and property development in China. Mr. He is
recommended as a leading foreign expert based abroad in Singapore with expertise in the PRC by Chambers
Global — The World’s Leading Lawyers for Business since 2012 and a leading lawyer in Singapore by Expert Guides
— Guide to the World’s Leading Practitioners: China 2011, in the area of Corporate/M&A. He is also recommended
by Chambers Asia Pacific — Asia Pacific’s Leading Lawyers for Business 2014 and The Legal 500: Asia Pacific —
The Client’s Guide to the Asia Pacific Legal Profession 2012 for real estate work in the PRC. He is also recognised
by Best Lawyers as a leading lawyer in Singapore in the areas of corporate law and capital markets, as well as in
the PRC by China Law & Practice’s Annual Review 2015 in the areas of capital markets and Corporate/M&A. Mr.
He is also recommended as a leading lawyer in the PRC by Asialaw Leading Lawyers — The Guide to Asia-Pacific’s
Leading Lawyers 2016 for Corporate/M&A and Asialaw Profiles — The Guide to Asia-Pacific’s Leading Domestic
Law Firms since 2014. Mr. He is a member of Business China and the Advisory Board of Singapore Management
University’s Law School.

Mr. He was an independent director of (i) Asia Power Corporation Limited (stock code on the SGX-ST: A03:Sl),
a company previously listed on the SGX-ST, from December 2007 until it was delisted from the SGX-ST in May
2014, and (ii) Devotion Energy Group Ltd (stock code on the SGX-ST: D08:SI), a company previously listed on the
SGX-ST, from December 2007 until it was delisted from the SGX-ST in December 2013. Mr. He graduated with a
bachelor’s degree in arts from Yunnan University (27 A2 ) in July 1983. He further obtained a master’s degree in
law from China University of Political Science and Law (FBIBUE A E) in July 1989 and from McGeorge School of
Law, University of the Pacific in the United States of America (the “US”) in May 1993. He also attended the program
in America and comparative law for Chinese scholars at the Columbia University School of Law in the US. Mr. He
was admitted as a lawyer in the PRC in December 1995. Mr. He does not have any relationship with any Directors
and senior management.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Independent Non-executive Directors (the “INEDs”)

Mr. Lam Bing Lun, Philip (#k{@8%), aged 74, was appointed as an INED on December 23, 2014. He is also the
chairman of the audit committee of the Board (the “Audit Committee”) and a member of each of the Nomination
Committee and the Risk Management Committee. Mr. Lam began his career in 1963 with Hang Seng Bank Limited
in the Accounts Department of its Head Office. He joined the University of Hong Kong in 1975 and served as the
director of finance from 1990 to 2012 where he was responsible for overseeing and managing the university’s overall
financial affairs. He also spent 3 years in Canada from 1982 to 1985, where he served as the chief accountant and
comptroller in the Overseas Bank (Canada), responsible for the creation, development and control of its accounting
and report systems. Mr. Lam was appointed as senior advisor to the Vice-Chancellor of the University of Hong
Kong from July 1, 2012 to June 30, 2014 for financial and investment management and fund-raising matters. He is
currently an honorary advisor to the chairman of the HKU Foundation. Mr. Lam is active in community affairs and
has served as a member on the Board of Review of the Hong Kong Inland Revenue Department for three years from
1995 to 1998 and a member of the Establishment and Finance Committee of the Prince Philip Dental Hospital in
Hong Kong for 20 years. He is also currently a board governor of the Canadian International School in Hong Kong
and also a board governor of the Centennial College which is wholly owned by University of Hong Kong. Mr. Lam
is currently an executive director of Chinney Alliance Group Limited, a company listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (stock code: 385) and also an executive director
of Chinney Kin Wing Holdings Limited, a company listed on the Main Board of the Stock Exchange) (stock code:
1556) with effect from September 2, 2016. He was an independent non-executive director of China New Town
Development Company Limited, which is listed on the Main Board of the Stock Exchange (stock code: 1278) and
was listed on the SGX-ST (stock code on the SGX-ST: D4N.SI), from August 2007 to May 2013. Mr. Lam was also
a director of Enterpriseasia Limited, a company formerly listed on the London Stock Exchange, from July 2001 to
January 2010, when the company was dissolved in the United Kingdom (the “UK”).

Mr. Lam obtained a diploma in management studies from the Hong Kong Polytechnic (now known as the Hong
Kong Polytechnic University) in July 1974. Mr. Lam is a Fellow of the UK Chartered Institute of Management
Accountants and the Hong Kong Institute of Certified Public Accountants. He is also an Associate Member of the
Canadian Chartered Management Accountants, UK Institute of Chartered Secretaries and Administrators, and UK
Chartered Institute of Bankers.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Tan Yeow Hiang, Kenneth (BR#2%8), aged 50, was appointed as an INED on December 23, 2014. He is also
the chairman of the Nomination Committee and a member of each of the Audit Committee and the Remuneration
Committee. Mr. Tan is currently a director of Quintegra Ventures Inc, an investment holding company. He worked
at United Overseas Bank Limited in Singapore from September 2008 to May 2015 as the bank’s managing
director heading various businesses such as the bank’s corporate banking franchise in its overseas branches
and its oversea financial institutions group. Mr. Tan previously worked at the Singapore Economic Development
Board (“EDB”) from October 2001 to September 2008, during which period he worked as director of the Services
Cluster from 2003 to 2006, and subsequently as the assistant managing director of EDB from December 2007 to
September 2008. As director of the Services Cluster, Mr. Tan had worked on a number of EDB’s education related
projects such as the German Institute of Science and Technology, Singapore — MIT alliance and the Institute of
Environmental Sciences and Engineering (Pte) Ltd. Prior to working at EDB, Mr. Tan also worked as a banker with
Citibank Singapore from February 1999 to April 2001 where his focus areas were in private equity and corporate
development. Mr. Tan also served in the Singapore Armed Forces from December 1985 to February 1999. Mr. Tan
obtained a master’s degree in business administration from the National University of Singapore in August 1995,
and a Bachelor of Arts in philosophy, politics and economics from the University of Oxford in June 1989. He was
awarded the Singapore Armed Forces Overseas Training Award by the Government of Singapore in 1986.

Mr. Wilson Teh Boon Piaw (283X $Z), aged 62, was appointed as an INED on December 23, 2014. He is also
the chairman of the Remuneration Committee and a member of each of the Audit Committee, the Nomination
Committee and the Risk Management Committee. Mr. Teh is currently the chief executive officer and chairman of
Chef At Work Pte Ltd in Singapore from October 1, 2015. Chef At Work is a one-stop food and beverage solutions
provider with inter-disciplinary expertise. Mr. Teh served as the chairman and chief executive director of TMX
International Limited, a new start up company and distributor of kitchen appliances, from May 2013 until November
2014. From August 2007 to October 2012, Mr. Teh served as director of Huhu Studio Ltd., a computer animation
studio based in New Zealand, and has served as a director of its investment holding company, Huhu holdings
Pte Ltd., since July 2007. Mr. Teh previously worked at JOST World Group, a manufacturer of components for
commercial vehicles, from May 1991 to September 2009, where he served as managing director of JOST Far East
Pte Ltd. from May 1991 to September 2008 and was responsible for developing markets and for all sales matters in
the Southeast Asia, Taiwan and Hong Kong, as well as setting up Singapore as a regional logistic hub. He served as
president, Asia of JOST Asia (Shanghai) Auto Component Co. Ltd. from September 2001 to September 2008 and
subsequently as consultant from October 2008 to September 2009, where he led and managed three companies
in Asia, and developed and executed their strategy and long-term business plan. Mr. Teh obtained a master’s
degree in business administration from the University of Dubuque in lowa, the US in January 1996, a diploma in
management study from the Singapore Institute of Management in Singapore in March 1992, and a diploma in
shipbuilding and repair technology from Ngee Ann Technical College (now known as Ngee Ann Polytechnic) in
Singapore in association with The Polytechnic of Central London in the UK in July 1980.
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SENIOR MANAGEMENT

Mr. Liu Ying Chun is our executive officer. Please refer to the subsection headed “Executive Directors” for his
biographical details.

Mr. Leong Aik Huat, aged 50, was appointed as the chief financial controller of the Group in February 2016,
subsequent to the resignation of Mr. Huang Yi Feng, the former chief financial controller, in February 2016. Mr.
Leong is responsible for the accounting and finance aspects of the Group. Prior to joining the Company, Mr. Leong
had worked for REC since 2002, during which time he performed various functions from operating and supervising
colleges to project development, accounting and finance. Mr. Leong was appointed as the financial controller of
REC’s China Headquarters from 2014 and responsible for the accounting and finance of its 11 subsidiaries. Mr.
Leong graduated from the National University of Singapore with a Master’s Degree in Science (Real Estate) and has
a Certificate in Higher Accounting awarded by the London Chamber of Commence and Industry.

Mr. Chen Guang (BRt), aged 53, was appointed as the chief operating officer of the Group in March 2016,
subsequent to the resignation of Mr. Cheng Bing Xu, the former chief operating officer, on February 2016. Mr. Chen
is responsible for overseeing the property management and operation matters of the Group, including managing
the acquisition, disposal, lease and maintenance of land and buildings and other fixed assets of the Group. Prior
to joining the Group, Mr. Chen was the general manager of China Unicom of Yongging branch of Langfang from
December 2008 to June 2013. He was the manager of Administration of China Unicom of Langfang branch from
March 2003 to December 2008. He was the general manager of Langfang Hanyi Textile Co,. Ltd. (B8 35 88 — 4 4%
AR R]) from August 1993 to March 2003. Mr. Chen obtained a diploma in textile from A1t #7455 T K2 (Hebei
Textile College) in the PRC in June 1988.

Mr. Zhang Jian Guang (R#3}), aged 37, is the director of Human Resources and Administration of the Group.
Mr. Zhang joined the Group in May 2011 and is responsible for managing the human resources operations and
staff administration of the Group. Mr. Zhang has previously held various positions within the Group, including
the vice director of human resources and vice director of the office administration. Prior to joining the Group, Mr.
Zhang worked as a lecturer and subsequently as human resources administrator at Langfang Food Engineering
Technical School (E8 35 & f T2 £ ) from August 2003 to July 2009. Mr. Zhang obtained a master’s degree in
business administration from the Graduate School of the Chinese Academy of Sciences (' E&IEFt) (now known
as University of the Chinese Academy of Sciences (7 BEIRIZ 8t K £2)) in July 2011,

ANNUAL REPORT 2017

17



18

REPORT OF DIRECTORS

The board of directors of the Company (the “Directors” and the “Board”, respectively) present the annual report
together with the audited consolidated financial statements of the Company and its subsidiaries (collectively, the
“Group”) for the year ended June 30, 2017 (the “Year”).

PRINCIPAL ACTIVITES

The principal activity of the Company is investment holding. The principal activities of the Company’s subsidiaries
are leasing education facilities, comprising primarily teaching buildings and dormitories to education institutions
in the People’s Republic of China (the “PRC”) and Malaysia; and to a much lesser extent, commercial leasing for
supporting facilities.

RESULTS

The results of the Group for the Year and the state of affairs of the Company and of the Group as at that date are
set out in the consolidated financial statements and their accompanying notes on pages 53 to 109 of this annual
report.

FINAL DIVIDEND

The Board has resolved to recommend for the approval of the shareholders of the Company (the “Shareholders”)
at the forthcoming annual general meeting of the Company (the “2017 AGM”) the payment of a final dividend of
HK$4.0 cents (equivalent to approximately RMB3.5 cents) per share of the Company (the “Share”) for the Year
(the “Proposed Final Dividend”) (2016: HK$4.0 cents) to the Shareholders whose names appear on the register
of members of the Company (the “Register of Members”) at the close of business on Monday, October 30, 2017.
Subject to the Shareholders’ approval of the Proposed Final Dividend at the 2017 AGM, the relevant dividend
warrants are expected to be despatched on or before Friday, November 10, 2017.

BOOK CLOSURE DATES

For the purpose of ascertaining the shareholders’ entitlements to attend and vote at the 2017 AGM and to qualify
for the Proposed Final Dividend, the Register of Members will be closed. Details of such closures are set out below:

For ascertaining Shareholders’ entitlement to attend and vote at the 2017 AGM

Hong Kong time

Latest time to lodge transfer documents 4:30 p.m. on October 13, 2017 (Friday)

Closure of the Register of Members October 16, 2017 (Monday) to October 19, 2017 (Thursday)
(both days inclusive)

Record date October 19, 2017 (Thursday)

For ascertaining Shareholders’ entitlement to the Proposed Final Dividend

Hong Kong time

Latest time to lodge transfers documents 4:30 p.m. on October 24, 2017 (Tuesday)

Closure of the Register of Members October 25, 2017 (Wednesday) to October 30, 2017 (Monday)
(both days inclusive)

Record date October 30, 2017 (Monday)
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During the above closure periods, no transfer of Shares will be registered. To be entitled to attend and vote at
the 2017 AGM and to qualify for the Proposed Final Dividend, non-registered Shareholders must ensure that
all completed and stamped transfer documents accompanied by the relevant share certificates be lodged for
registration with the Company’s share registrar, Boardroom Share Registrars (HK) Limited of 31st Floor, 148 Electric
Road, North Point, Hong Kong before the above latest time.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last five financial years is set out on pages 111
and 112 of this annual report. This summary does not form part of the audited financial statements.

INVESTMENT PROPERTIES

All the investment properties of the Group were revalued at June 30, 2017. The net increase in fair value of
investment properties amounting to RMB22,996,000 (2016: RMB28,867,000) has been credited directly to the
consolidated statement of profit or loss and other comprehensive income.

Details of movements in the investment properties of the Group during the Year are set out in note 15 to the
financial statements.

Details of the properties held by the Group for investment at June 30, 2017 are set out in the section headed
“Investment Properties” on page 110.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the Year are set out in note 14 to
the financial statements.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in note 29 to the financial statements.

SHARE CAPITAL

Details of the Shares issued in 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 (the “Articles of
Association”) which would oblige the Company to offer new Shares on a pro-rata basis to its existing Shareholders.
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PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

The Company did not redeem any of its Shares listed on the Growth Enterprise Market of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange” and the “GEM”, respectively) nor did the Company or any of its
subsidiaries purchase or sell any of its Shares during the Year.

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 on page 56, respectively. Details of the
distributable reserves of the Company are set out in note 25 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS
The information in respect of the Group’s major customers and suppliers, respectively, during the Year is as follows:

Percentage of the
Group’s total

purchase/sales

%

The largest customer 65.39
Five largest customers in aggregate 92.24
The largest supplier 66.32
Five largest suppliers in aggregate 96.72

Save as disclosed in note 30 to the financial statements, none of the Directors or their respective close associates (as
defined in the Rules Governing the Listing of Securities on the GEM (the “GEM Listing Rules”)) or any Shareholders
(which, to the best knowledge of the Directors, own more than 5% of the Company’s issued Shares) had any
beneficial interest in the Group’s major largest customers or suppliers referred above.

REMUNERATION OF DIRECTORS AND FIVE INDIVIDUALS WITH HIGHEST EMOLUMENTS

Details of the remuneration of the Directors and the five individuals with the highest emoluments for the Year are set
out in notes 10 and 11 to the financial statements, respectively.

EMOLUMENT POLICY

The remuneration committee of the Board was established for reviewing the Group’s emolument policy and
structure for all remuneration of the Directors and senior management of the Group, having regard to the Group’s
operating results, individual performance and comparable market practices. The Company has adopted a share
option scheme (the “Share Option Scheme”) to provide an incentive to the Directors and eligible employees, details
of which are set out in the section headed “Share Option Scheme” below.
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EQUITY-LINKED AGREEMENT

The Group has not entered into any equity-linked agreements during the Year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors, there
has been a sufficient public float of the issued Shares as required under the GEM Listing Rules (i.e. at least 25% of
the issued Shares in public hands) throughout the Year and thereafter up to the date of this report.

DIRECTORS

The Directors during the Year and up to the date of this report were:

Executive Directors
Mr. Chew Hua Seng (“Mr. Chew”) (Chairman)
Mr. Liu Ying Chun (Chief Executive Officer)

Non-executive Director
Mr. He Jun

Independent Non-executive Directors (the “INEDs”)
Mr. Lam Bing Lun, Philip

Mr. Tan Yeow Hiang, Kenneth

Mr. Wilson Teh Boon Piaw

In accordance with article 141 of the Articles of Association, Mr. Chew and Mr. Liu Ying Chun will retire from office
by rotation and being eligible, have offered themselves for re-election at the 2017 AGM.

The Company has received an annual written confirmation of independence from each of the INEDs, namely Mr.
Lam Bing Lun, Philip, Mr. Tan Yeow Hiang, Kenneth and Mr. Wilson Teh Boon Piaw, pursuant to Rule 5.09 of the
GEM Listing Rules. As at the date of this report, the Company considered all the INEDs independent.

The biographical details of the Directors and the senior management of the Group are set out on pages 13 to 17 of
this annual report.

CHANGE IN INFORMATION OF A DIRECTOR

The change in the Director’s information subsequent to the date of 2017 interim report of the Company and up to
the date of this report, as required to be disclosed pursuant to Rules 17.50A(1) of the GEM Listing Rules, is set out
below:

° Mr. Liu Ying Chun was appointed as a director of Campus Residence S.r.l., a wholly-owned subsidiary of the
Company, on 4 May 2017.
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DIRECTORS’ SERVICE CONTRACTS

Mr. Chew has entered into a service contract as the chairman of the Board (the “Chairman”) and an executive
Director with the Company for an initial term of three years commencing on December 24, 2014, which will continue
thereafter until terminated by either party giving not less than three months’ notice in writing to the other.

Mr. Liu Ying Chun has entered into a service contract as an executive Director with the Company, which will be
terminated by either party giving not less than three months’ notice in writing to the other.

Mr. He Jun has entered into a letter of appointment as a non-executive Director with the Company, which will be
terminated by either party giving not less than three months’ notice in writing to the other.

Each of the INEDs has entered into a letter of appointment with the Company for an initial term of three years
commencing on December 23, 2014, which will continue thereafter until terminated by either party giving not less
than three months’ notice in writing to the other.

None of the Directors being proposed for re-election at the 2017 AGM has a service contract or a letter of
appointment with the Company or its subsidiaries, which is not determinable by the Company within one year
without payment of compensation other than statutory compensation.

DIRECTORS OF SUBSIDIARIES

The names of all Directors who have served on the board of directors of the subsidiaries of the Company during the
Year or during the period from July 1, 2017 to the date of this report are as follows:

Name of Subsidiaries Name of Directors
BRI R R T KB A BRER AR Chew Hua Seng
(Langfang Development Zone Oriental University City Liu Ying Chun
Education Consultancy Co., Limited) Ho Kah Chuan Kenneth
OUC Malaysia Sdn. Bhd. (formerly known as Diamond Nest Sdn. Bhd.) (‘OUC Malaysia”) Liu Ying Chun
Mok Kam Wah

Tho Kwai Kuan

OUC (Spain) Pte Limited Chew Han Wei
Ong Kai How

OUC (ltaly) Pte Limited Chew Han Wei
Ong Kai How

Campus Residence S.r.l. Chew Han Wei
Liu Ying Chun
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as otherwise disclosed, no Director had a material interest, either directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the Group to which the Company or its holding
company or any of its subsidiaries or fellow subsidiaries was a party during the Year.

MANAGEMENT CONTRACTS

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

RELATED PARTY TRANSACTIONS

A summary of the related party transactions entered into by the Group during the Year is contained in note 30
to the financial statements. Certain related party transactions set out in note 30 to the financial statements are
regarded as connected transactions and continuing connected transactions of the Company under Chapter 20 of
the GEM Listing Rules. Details of such transactions are set out in the section headed “Connected Transactions
and Continuing Connected Transactions” below.

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED TRANSACTIONS

A general meeting of the Shareholders was held on July 7, 2016 at which the resolutions regarding (i) the acquisition
agreements entered into between OUC Malaysia, a wholly-owned subsidiary of the Company, and Ms. Doris Chung
Gim Lian (“Ms. Chung”), the wife of Mr. Chew, the Chairman and an executive Director, and Evergreen Plus Sdn.
Bhd. (“Evergreen Plus”) which is owned as to 99% by Ms. Chung and as to 1% by Madam Yeo Geok Siew (the
mother-in-law of Mr. Chew) in relation to the Group’s acquisitions of lands and properties in Malaysia; and (i) the
tenancy agreements entered into between Ms. Chung and Evergreen Plus, respectively as landlord, and Raffles
College of Higher Education Sdn. Bhd., a company owned as to 49% by Raffles Education Corporation Limited
(“REC”) which is the immediate holding company of the Company, as tenant for the lease of the above properties
(the “Tenancy Agreements”) were passed by the Shareholders thereat. For further information, please refer to the
Company’s announcements dated May 30, 2016, June 5, 2016 and July 7, 2016 and circular dated June 20, 2016.

The Tenancy Agreements are considered to be continuing connected transactions under the GEM Listing Rules,
which need to be disclosed herein in compliance with the requirements under Chapter 20 of the GEM Listing Rules.

On June 30, 2017, the Company (as the subscriber) entered into a subscription agreement with 4 Vallees Pte.
Ltd. (“4 Vallees”) (as the issuer) and REC (as the covenantor), pursuant to which the Company shall conditionally
subscribe for, and 4 Vallees shall conditionally allot and issue, a total of 4,508,151 new shares in the share capital
of 4 Vallees representing approximately 13.58% of the issued share capital of 4 Vallees on an enlarged basis at the
total subscription price of SGD5,421,000 (equivalent to approximately HKD30,000,000) (the “Subscription”).

As (i) 4 Vallees is owned as to approximately 87.23% by REC; and (i) REC is the controlling shareholder (as defined
in the GEM Listing Rules) of the Company and therefore a connected person of the Company under the GEM
Listing Rules. Accordingly, the Subscription constitutes a connected transaction of the Company and is subject to
the reporting, annual review, announcement and independent shareholders’ approval requirements under Chapter
20 of the GEM Listing Rules. For further information, please refer to the Company’s announcements dated June 30,
2017, July 31, 2017 and August 15, 2017.
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ANNUAL REVIEW OF CONTINUING CONNECTED TRANSACTIONS

The INEDs have reviewed the above continuing connected transactions for the Year and confirmed that the above
continuing connected transactions were entered into:

1. in the ordinary and usual course of business of the Group;
2. on normal commercial terms or better; and

3. in accordance with the terms of the agreements governing the continuing connected transactions (i.e. the
Tenancy Agreements) that are fair and reasonable and in the interests of the Company and the Shareholders
as a whole.

BDO Limited (“BDO”), Certified Public Accountants, the Company’s independent auditor (the “Independent
Auditor”), were engaged to report on the Group’s continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised), Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information and by reference to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under Hong Kong Listing Rules” issued by the Hong Kong Institute of Certified Public Accountants.
BDO has issued their comfort letter to the Board containing their findings and conclusions in respect of the Group’s
continuing connected transactions disclosed above in accordance with Rule 20.54 of the GEM Listing Rules.

SHAREHOLDER’S INTERESTS IN CONTRACTS OF SIGNIFICANCE

REC, the controlling shareholder (as defined by the GEM Listing Rules) of the Company, has confirmed that save
for its shareholding in the Company, it is neither engaged nor interested in any business which, directly or indirectly,
competes or may compete with the Group’s business (save as disclosed under the heading “Excluded Businesses”
in the section headed “History and Development - Post-Reorganization” of the Company’s prospectus dated
December 31, 2014 (the “Prospectus”)).

DEED OF NON-COMPETITION

On December 22, 2014, REC entered into a deed of non-competition and call option in favour of the Company,
pursuant to which it has undertaken not to compete with the business of the Company. For further details, please
refer to the sub-section headed “Deed of Non-Compete” in the section headed “Relationship with the Controlling
Shareholder” of the Prospectus.

REC has made an annual written declaration as to the compliance with the non-competition undertakings in the
Deed of Non-Compete (the “Undertakings”). The INEDs have reviewed the same as part of the annual review
process and noted that: (@) REC declared that it had fully complied with the Undertakings for the Year; (b) no new
competing business was reported by REC during the Year; and (c) there was no particular situation rendering the
full compliance of the Undertakings being questionable. In view of the above, the INEDs confirmed that all of the
Undertakings were complied with by REC for the Year.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

The Directors have confirmed that saved as disclosed above, as at June 30, 2017, none of the Directors, controlling
shareholders or substantial shareholders (as defined in the GEM Listing Rules) of the Company, directors of the
Company’s subsidiaries or any of their respective close associates (as defined in the GEM Listing Rules) has
interest in any business (other than the Group) which, directly or indirectly, competed or might compete with the
Group’s business.

BUSINESS REVIEW

Information about a fair review of, and an indication of likely future development in, the Group’s business is set out
in the “Chairman’s Statement” and “Management Discussion and Analysis” of this annual report.

As regards the principal risks and uncertainties facing the Group, please refer to the section headed “Risk Factors”
contained on pages 43 to 69 of the Prospectus.

During the Year, the Company was not aware of any non-compliance with any relevant laws and regulations that
had a significant impact on it.

Save as disclosed in the section headed “Event After Reporting Period” set out in this report, the Board does not
identify any important events affecting the Group that have occured since the end of the Year.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at June 30, 2017, the interests or short positions of the Directors and the chief executive of the Company in the
shares, underlying shares or debentures of the Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance, Chapter 571 of the laws of Hong Kong (the “SFQ”)), which were
required: (a) to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken or deemed to have under such provisions of the
SFO), or (b) pursuant to section 352 of the SFO, to be entered in the register as referred to therein, or (c) pursuant
to Rules 5.46 to 5.67 of the GEM Listing Rules, to be notified to the Company and the Stock Exchange were as
follows:-

Long positions

(@) Shares in the Company

Approximate

Number of percentage of

issued shareholding

Name of Director Capacity/Nature of interest Shares held (Note 2)
Mr. Chew Interest of a controlled 135,000,000 75%

corporation Note 1)
Notes:

(1) Details of the interest in the Company held by Mr. Chew through REC are set out in the section headed “Substantial
Shareholders’ and Other Persons’ Interests and Short Positions in Shares and Underlying Shares” below.

(2)  The percentage of shareholding was calculated based on the Company’s total number of issued Shares as at June
30, 2017 (i.e. 180,000,000 Shares).

(b) Shares in associated corporation of the Company

Name of Approximate
associated percentage of
Name of Director ~ corporation Nature of interests Number of shares shareholding
Mr. Chew REC Mete ) Beneficial owner and 356,082,899 36.88% (MNote2

interest of spouse
Notes:

(1) REC, a company incorporated in Singapore with its shares listed on Singapore Exchange Securities Trading Limited,
is the immediate holding company of the Company.

2 It includes (a) the 2.71% interest of Ms. Chung, the wife of Mr. Chew, in REC; and (b) the 10.91% joint interest of Mr.
Chew and Ms. Chung.
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Save as disclosed above, as at June 30, 2017, none of the Directors or the chief executive of the Company had any
interests or short positions in the shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), which were required to be recorded in the register required
to be kept under section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange pursuant
to Rules 5.46 to 5.67 of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at June 30, 2017, so far as it was known by or otherwise notified to any Directors or the chief executive of the
Company, the particulars of the corporations which or persons who (other than a Director or the chief executive
of the Company) had 5% or more interests in the Shares and the underlying Shares as recorded in the register
required to be kept under section 336 of the SFO were as follows:-

Long positions in the Shares

Number of Approximate

issued percentage of

Name of Shareholders Capacity/Nature of interest Shares held shareholding
REC Beneficial owner Mot 135,000,000 75% (Note2)
Ms. Chung Interest of spouse Mot 135,000,000 75% MNote2)

Notes:

(1)  REC is owned as to (a) 23.26% by Mr. Chew, the Chairman and an executive Director; (b) 10.91% jointly by Mr. Chew and
Ms. Chung, the wife of Mr. Chew; and (c) 2.71% by Ms. Chung. Under the SFO, Mr. Chew is deemed to be interested in the
Shares in which REC is interested and Ms. Chung is deemed to be interested in the Shares in which Mr. Chew is interested
and deemed to be interested.

(2)  The percentage of shareholding was calculated based on the Company’s total number of issued Shares as at June 30, 2017
(i.e. 180,000,000 Shares).

Save as disclosed above, as at June 30, 2017, so far as it was known by or otherwise notified to the Directors or
the chief executive of the Company, no other corporations or persons (other than a Director or the chief executive
of the Company) had interest or short positions in the Shares and the underlying Shares as recorded in the register
required to be kept under section 336 of the SFO.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

A corporate governance report containing the principal corporate governance practices adopted by the Group is
set out on pages 33 to 44 of this annual report.
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INTEREST OF THE COMPLIANCE ADVISER

As at June 30, 2017, as notified by the Company’s compliance adviser, BNP Paribas Securities (Asia) Limited (the
“Compliance Adviser”), except for the compliance adviser agreement dated August 29, 2014 and entered into
between the Company and the Compliance Adviser and becoming effective on January 16, 2015, being the date
on which the Shares were initially listed on the GEM (the “Listing Date”), neither the Compliance Adviser nor its
directors, employees or close associates (as defined in the GEM Listing Rules) had any interests in relation to the
Company or any member of the Group (including interest in the securities of the Company or any member of the
Group, and options or rights to subscribe for such securities), which is required to be notified to the Company
pursuant to Rule 6A.32 of the GEM Listing Rules.

SHARE OPTION SCHEME

The Company conditionally approved and adopted the Share Option Scheme on December 17, 2014, which
became effective on the Listing Date. The following is a summary of the principal terms of the Share Option
Scheme:

(@) Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to provide an incentive or reward for the Eligible Participants
(defined below) for their contribution or potential contribution to the Company and/or any of its subsidiaries.

(b) Participants of the Share Option Scheme

The Directors may, subject to and in accordance with the provisions of the Share Option Scheme and the
GEM Listing Rules, at its discretion, grant options to any full-time or part-time employees, consultants or
potential employees, consultants, executives or officers (including executive, non-executive and independent
non-executive directors) of the Company or its subsidiaries, and any suppliers, customers, consultants,
agents and advisers, who in the absolute discretion of the Directors has contributed or will contribute to the
Group (collectively, the “Eligible Participants”).

(c) Maximum number of Shares available for subscription

The maximum number of the Shares in respect of which options may be granted under the Share Option
Scheme and any other share option schemes of the Company shall not in aggregate exceed the number of
the Shares that shall represent 10% of the total number of the Shares in issue immediately upon completion
of the listing of the Company on the GEM (the “Scheme Mandate Limit”), which is 18,000,000 Shares. For the
purpose of calculating the Scheme Mandate Limit, options which have lapsed in accordance with the terms of
the relevant scheme shall not be counted.

The maximum limit on the number of the Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the Share Option Scheme and any other share option schemes
of the Company must not exceed such number of the Shares as shall represent 30% of the Shares in issue
from time to time. No options may be granted if such grant will result in this 30% limit being exceeded.
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(d)

(e)

As at the date of this report, there was no outstanding option under the Share Option Scheme, and the
outstanding number of options available for grant under the Share Option Scheme was such number of
options, upon exercise, representing 10% of the issued Shares of the Company.

Grant to connected persons, substantial shareholders and independent non-executive directors of
the Company

Any grant of options to a connected person (as defined by the GEM Listing Rules) of the Company must be
approved by all the INEDs (excluding any INED who is also a proposed grantee of the options, the vote of
such INED shall not be counted for the purposes of approving the grant).

Any grant of options to a substantial shareholder or an INED or any of their respective associates shall be
subject to, in addition to the approval of the INEDs, the issue of a circular by the Company to its Shareholders
and the approval of the Shareholders in general meeting if the Shares issued and to be issued upon
exercise of all options already granted and proposed to be granted to him (whether exercised, cancelled or
outstanding) in the 12-month period up to and including the date of offer of grant of the option (the “Offer
Date”):

()  would represent in aggregate more than 0.1%, or such other percentage as may from time to time be
provided under the GEM Listing Rules, of the Shares in issue on the Offer Date; and

(i)  would have an aggregate value, based on the official closing price of the Shares as stated in the daily
quotation sheets of the Stock Exchange on the offer Date, in excess of HK$5,000,000 (or such other
amount as shall be permissible under the GEM Listing Rules from time to time).

Grant to Eligible Participants other than parties mentioned above

()  Subject to below paragraph (ii), no Eligible Participant (other than parties mentioned in above paragraph
(d)) shall be granted an Option if exercised in full, would result in the total number of Shares issued
and to be issued upon exercise of the options granted to such Eligible Participant (other than parties
mentioned in above paragraph (d)) (including both exercised and outstanding options) in any 12-month
period exceeding 1% of the total number of Shares in issue.

(i)  Where any further grant of options to an Eligible Participant (other than parties mentioned in above
paragraph (d)), if exercised in full, would result in the total number of Shares already issued or to be
issued upon exercise of all options granted and to be granted to such Eligible Participant (other than
parties mentioned in above paragraph (d)) (including exercised, cancelled and outstanding options)
in any 12-month period up to and including the date of such further grant exceeding 1% of the total
number of Shares in issue, such further grant must be separately approved by the Shareholders in
general meeting with such Eligible Participant (other than parties mentioned in above paragraph (d)) and
his close associates abstaining from voting. Our Company must send a circular to the Shareholders
and the circular must disclose the identity of the Eligible Participant (other than parties mentioned in
above paragraph (d)), the number and terms of the options to be granted and options previously granted
to such Eligible Participant (other than parties mentioned in above paragraph (d)) and the information
required under the GEM Listing Rules.
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() Exercise price

The price per Share at which a grantee may subscribe for Shares upon exercise of an option shall, subject to
any adjustment resulting from the alteration of the number of the issued Shares, be a price determined by the
Directors but in any event shall be at least the highest of:

(i)  the official closing price of the Shares as stated in the Stock Exchange’s daily quotations sheets on the
Offer Date; and

(i)  the average of the closing prices of the Shares as stated in the Stock Exchange’s daily quotation sheets
for the five trading days immediately preceding the Offer Date.

(g) Acceptance and payment on acceptance of option offer
An option may be accepted by an Eligible Participant within 30 days from the Offer Date.

A consideration of HK$1.00 is payable on acceptance of the offer of the grant of an option.

(h) Life of the Share Option Scheme

The Share Option Scheme shall be valid and effective for a period commencing on the Listing Date and
ending on the tenth anniversary of the Listing Date (both days inclusive), after which time no further option
will be granted but the provisions of the Share Option Scheme shall remain in full force and effect in all
other respects to the extent necessary to give effect to the exercise of any options granted prior thereto or
otherwise as may be required in accordance with the provisions of the Share Option Scheme and the options
granted prior thereto but not yet exercised shall continue to be valid and exercisable in accordance with the
Share Option Scheme.

No options were granted since the Listing Date. Therefore, no options were exercised or cancelled or lapsed during
the Year and there were no outstanding options under the Share Option Scheme as at June 30, 2017.

ARRANGEMENT FOR DIRECTORS TO ACQUIRE SHARES OR DEBENTURES

At no time during the Year was the Company or any of its subsidiaries, fellow subsidiaries and holding company
a part to any arrangement to enable the Director to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance for the Directors’ and officers’ liabilities in respect of legal
actions against its Directors and senior management arising out of corporate activities. The permitted indemnity
provision is in force for the benefit of the Directors as required by section 470 of the Companies Ordinance (Chapter
622 of the laws of Hong Kong) when this report prepared by the Directors is approved in accordance with section
391(1)(a) of the above Companies Ordinance.
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ENVIRONMENTAL POLICY

The Group is committed to nurturing its staff to care about and protect the environment. It conducts its business in
a manner that balances the environment and economic needs.

The Group complies with all relevant environment regulations. It works with its partners including customers and
suppliers in a connected effort to operate in an environmentally responsible manner by making concerted efforts to
be energy-efficient and to practice “Reduce, Reuse and Recycle”.

Among others, the Group has taken the following initiatives:-
. Performed minimal renovations, by re-using existing flooring, furniture etc., during the Year.

e Works closely with various local governments in Langfang city, Hebei Province, the PRC to help them promote
environment protection strategies.

o Promotes the knowledge of environmental protection to students and staff in its campus and advocates
students therein to sort their trash into separate bins.

e  Saves power by implementing automatic lights off during non-business hours and providing manual override
switches for all non-emergency lighting.

e Adjusts the heat supply system to low settings during the winter vacation period.
RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND CUSTOMERS

Employees

All of the Group’s employees work in the campus site, owned by the Group, housing the colleges, universities,
schools, education training centres and corporate entities that lease education facilities from the Group (the
“Contract Colleges”), located in the Oriental University City in Langfang Economic and Technology Development
Zone in Langfang city, Hebei Province, the PRC (the “Campus Site”). They perform management, administration
and human resources, operation, finance and investors’ relation functions respectively. The Group determines the
remuneration of its employees by reference to the market salary of their individual experience and performance.
The Group will continue to improve and upgrade their management and professional skills. None of the Group’s
employees is represented by any collective bargaining agreement or labour union. The Group has not experienced
any significant problem with its employees or disruption to its operations due to labour dispute, nor has the Group
experienced any difficulties in the recruitment and retention of experienced staff.

Suppliers

The Group’s suppliers provide the Group with a range of services associated with the management and
maintenance of the Campus Site, mainly including cleaning, gardening, building maintenance and refurbishing, and
campus security. The Directors believe that the Group is able to get access to the service of the suppliers easily as
they are all located in Langfang city. The Directors also believe that maintenance of a stable relationship with the
Group’s major suppliers is important to the Group’s operations as this will enable a stable supply of services to the

Campus Site.
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The Group’s property team is responsible for quality control over the selection and performance of the suppliers. In
general, the said team selects and evaluates the suppliers based on their pricing, background, industry experience,
reputation and ability to deliver quality services. The suppliers are sourced through a tender process for an
aggregate contract amount that exceeds RMB50,000.

Apart from those suppliers for the building maintenance and refurbishing services which are determined on an
individual project basis, the Group’s relationships with other major suppliers are over five years on average.
Although the Group does not enter into any long-term contracts with certain of its suppliers, the Group has
established a long-term business relationship with them. The Group has not experienced any disruption in the
supply of services by suppliers.

Customers

The Group’s principal customers are the Contract Colleges. For the Year, the Group had nine Contract Colleges.
Revenue from the five largest customers using the Group’s education facilities, most of which were the Contract
Colleges, accounted for over 90% of the Group’s total revenue for the Year. Most of the Contract Colleges entered
into three-year letters of intent or education service agreements from January 1, 2014 to June 30, 2017.

EVENT AFTER REPORTING PERIOD

Save as disclosed in the section headed “Event After Reporting Period” set out in the “Management Discussion
and Analysis” of this annual report, the Group does not have any material subsequent event after the end of the
Year and up to the date of this report.

CHANGE IN INDEPENDENT AUDITOR IN THE PROCEEDING THREE YEARS

On May 8, 2015, PricewaterhouseCoopers (“PwC”) resigned as the Independent Auditor. BDO was appointed as
the Independent Auditor with effect from May 20, 2015 to fill the casual vacancy following the resignation of PwC.

Save for the above, there has been no change in the Independent Auditor in any of the preceding three years.

INDEPENDENT AUDITOR

The consolidated financial statements of the Company and the Group for the Year were audited by BDO, the
Independent Auditor. BDO will retire, and being eligible, offer themselves for re-appointment at the 2017 AGM. A
resolution for the re-appointment of BDO as the Independent Auditor will be proposed at the 2017 AGM.

On behalf of the Board

Chew Hua Seng
Chairman

Malaysia, August 15, 2017
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The Company is committed to fulfilling its responsibilities to its shareholders (the “Shareholders”) and protecting
and enhancing Shareholder value through solid corporate governance.

The Company has compiled with the code provisions as set out in the Corporate Governance Code (the “CG
Code”) contained in Appendix 15 to the Rules Governing the Listing of Securities on the Growth Enterprise Market
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange” and the “GEM Listing Rules”, respectively)
during the year ended June 30, 2017 (the “Year”).

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company has complied with provision A.2.1 of the CG Code, which stipulates that the roles of chairman and
chief executive officer should be separate and should not be performed by the same individual. Mr. Chew Hua
Seng as the chairman of the board of directors of the Company (the “Directors” and the “Chairman”, respectively)
is responsible for overseeing the functions of the board of Directors (the “Board”) and formulating overall strategies
and policies of the Company. The chief executive officer of the Company (the “CEQ”), Mr. Liu Ying Chun, supported
by the senior management, is responsible for managing the businesses of the Company and its subsidiaries (the
“Group”), implementing major strategies as well as making day-to-day decisions and overall coordination for
business operations.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealings regarding securities transactions by the Directors
as set out in Rules 5.48 to 5.67 of the GEM Listing Rules (the “Required Standard of Dealings”). The Company
had made specific enquiries with all the Directors and each of them confirmed his compliance with the Required
Standard of Dealings during the Year.

Specific employees who are likely to be in possession of unpublished price-sensitive information of the Group are
also subject to compliance with the Required Standard of Dealings. No incident of non-compliance was noted by
the Company during the Year.

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 make decision objectively in the interests of the Company.
The Board has the full support of the executive Directors 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 CEO 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 being entered into by the above mentioned officers.
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The Board also assumes the responsibilities for maintaining a 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 in compliance with legal and regulatory requirements.

As at the date of this report, the Board comprises two executive Directors, one non-executive Director and three
independent non-executive Directors (the “INEDs”). The Board delegates certain functions to committees to enable
the Board to manage more effectively its stewardship and fiduciary responsibilities. The Board is assisted by four
committees, namely the audit committee (the “Audit Committee”), the remuneration committee (the “Remuneration
Committee”), the nomination committee (the “Nomination Committee”) and the risk management committee (the
“Risk Management Committee”). The composition of the Board and its committees are stated below and their
respective responsibilities are discussed in this report.

Risk

Board Audit Remuneration Nomination Management
Board of Directors Member Committee Committee Committee Committee
Executive Directors
Mr. Chew Hua Seng (Chairman) v/ v/ v/
Mr. Liu Ying Chun (CEQ) v
Non-executive Director
Mr. He Jun v/ v/
INEDs
Mr. Lam Bing Lun, Philip v/ v/ v/ v/
Mr. Tan Yeow Hiang, Kenneth v/ v/ v/ v/
Mr. Wilson Teh Boon Piaw v/ v/ v/ 4 v/

All Directors, including the INEDs, have brought a wide spectrum of valuable business experience, knowledge and
professionalism to the Board for the efficient and effective delivery of the Board functions.

Please refer to the section headed “Biographical Details of Directors and Senior Management” in this annual
report for key information on each Director and member of the senior management.

There was no financial, business, family or other material relationship among the Directors.

The Non-executive Director was appointed for a term of three years, which will be terminated by either party giving
not less than three months’ notice in writing to the other.

The INEDs were appointed for an initial term of three years commencing on December 23, 2014, which will be
terminated by either party giving not less than three months’ notice in writing to the other.
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Independent Non-executive Directors

The Company had at least three INEDs and at least one of the INEDs had appropriate professional qualifications or
accounting or related financial management expertise at all times during the Year. A written annual confirmation on
independence as required by Rule 5.09 of the GEM Listing Rules has been received from each of the INEDs. The
Company considers all of the INEDs to be independent.

Board Meetings

The Board meets at least four times a year at approximately quarterly intervals and additional meetings will be
convened as and when required. During the Year, four Board meetings as well as an annual general meeting (the
“AGM”) and a general meeting (the “GM”) of the Shareholders were held. Details of the attendance of the Directors
are as follows:

Attendance of

Board
Board of Directors Meetings AGM GM
Executive Directors
Mr. Chew Hua Seng 4/4 11 11
Mr. Liu Ying Chun 4/4 1M1 1M1
Non-executive Director
Mr. He Jun 4/4 11 11
INEDs
Mr. Lam Bing Lun, Philip 4/4 1/1 1/1
Mr. Tan Yeow Hiang, Kenneth 4/4 i7al 11
Mr. Wilson Teh Boon Piaw 4/4 11 11

BOARD DIVERSITY POLICY

The Board values diversity as a factor in selecting candidates to serve on the Board, and believes that the diversity
which exists in its composition provides significant benefits to the Board and the Company.

The Board adopted a board diversity policy (the “Board Diversity Policy”) which relates to the selection of
candidates for the Board. The Board believes that a key success factor of an effective Board is that it comprises
a range and balance of skills, experience, knowledge and independence with individuals that work as a team. The
Board Diversity Policy was adopted to ensure that diversity in its broadest sense continues to remain a feature of
the Board.

The Nomination Committee has been delegated with the responsibilities for the review of the Board Diversity Policy
on an annual basis.
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Directors’ Induction and Continuing Professional Development

Each newly appointed Director will receive formal, comprehensive and tailored induction on the first occasion of
his/her appointment to ensure appropriate understanding of the business and operations of the Company and full
awareness of the Director’s responsibilities and obligations under the GEM Listing Rules and relevant statutory
requirements. The Company is dedicated to arrange appropriate induction for the continuous professional
development for all Directors at the Company’s expenses to develop, replenish and refresh their knowledge and
skills.

The Company will from time to time provide briefings to all Directors to develop and refresh the Directors’ duties
and responsibilities. All Directors are also encouraged to attend relevant training courses at the Company’s
expense.

During the Year, all Directors, namely Mr. Chew Hua Seng, Mr. Liu Ying Chun, Mr. He Jun, Mr. Lam Bing Lun,
Philip, Mr. Tan Yeow Hiang, Kenneth and Mr. Wilson Teh Boon Piaw have participated in continuous professional
development by attending conferences and internal training as regards corporate governance, laws, regulations and
the GEM Listing Rules, or reading materials in the above areas and relevant to their duties, responsibilities and the
Group’s business in order to develop, refresh and update their knowledge and skills.

Training records for the Year have been provided by all Directors to the Company.

Board Committees

The Board is supported by four Board committees. Each committee has its defined scope of duties and terms of
reference and the committee members are empowered to make decisions on matters within their respective terms
of reference.

(1)  Audit Committee

The Company has established the Audit Committee with clear written terms of reference in compliance
with the CG Code, which are posted on the respective websites of the Stock Exchange and the Company.
The primary duties of the Audit Committee are (a) to review the Group’s financial statements and accounts,
and annual, interim and quarterly reports; (b) to discuss and review with the independent auditor of the
Company (the “Independent Auditor”) on the scope and findings of the audit and the Independent Auditor’s
management letter; and (c) to review the financial and accounting policies and practices, financial controls
and internal controls of the Group.

Currently, the Audit Committee has three members comprising all INEDs, namely Mr. Lam Bing Lun, Philip
(chairman of the Audit Committee), Mr. Tan Yeow Hiang, Kenneth and Mr. Wilson Teh Boon Piaw.
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The Audit Committee held four meetings with the Independent Auditor during the Year to review and supervise
the financial reporting process and system of internal controls and recommend the re-appointment of the
Independent Auditor. It had, in conjunction with the Independent Auditor, reviewed the Group’s audited annual
results for the year ended June 30, 2016 and unaudited first quarterly results for the three months ended
September 30, 2016, interim results for the six months ended December 31, 2016 and third quarterly results
for the nine months ended March 31, 2017 and recommended the same to the Board for its consideration and
approval. The Audit Committee was of the opinion that such results had been prepared in compliance with
the applicable accounting standards and requirements and that adequate disclosure had been made. There
was no disagreement between the Board and the Audit Committee on the selection and appointment of the
Independent Auditor for the Year. The Audit Committee also carried out and discharged its other duties as set
out in the CG Code.

The Audit Committee met on August 15, 2017 and among other matters, reviewed the Group’s audited
consolidated results for the Year.

The attendance of each INED at the Audit Committee meeting during the Year is as follow:

Members Attendance
Mr. Lam Bing Lun, Philip (Chairman) 4/4
Mr. Tan Yeow Hiang, Kenneth 4/4
Mr. Wilson Teh Boon Piaw 4/4

Remuneration Committee

The Company has established the Remuneration Committee according to the relevant provisions of the CG
Code of the GEM Listing Rules with specific written terms of reference. Its primary duties are to (a) make
recommendations to the Board on the Company’s policy and structure for all remuneration of executive
Directors and senior management and the remuneration of non-executive Directors; (b) establish formal and
transparent procedures for developing a policy on remuneration; (c) review and approve the management’s
remuneration proposals by reference to the Board’s corporate goals and objectives; and (d) make
recommendations to the Board on the remuneration packages of individual executive Directors and senior
management.

The Remuneration Committee presently comprises an executive Director Mr. Chew Hua Seng, and two INEDs,
namely Mr. Wilson Teh Boon Piaw (chairman of the Remuneration Committee) and Mr. Tan Yeow Hiang,
Kenneth.

During the Year, the Remuneration Committee held a meeting to, among others, assess the performance and
remuneration of the executive Directors and discuss the policy for the remuneration of Directors and senior
management.
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3)

The attendance of each Director who was a member of the Remuneration Committee at the Remuneration
Committee meeting during the Year is as follows:

Members Attendance
Mr. Wilson Teh Boon Piaw (Chairman) 11
Mr. Chew Hua Seng 11
Mr. Tan Yeow Hiang, Kenneth 11

Nomination Committee

The Company has established a Nomination Committee according to the relevant code provisions of the
CG Code with specific written terms of reference which are posted on the respective websites of the Stock
Exchange and the Company. Its primary duties are to: (a) review the structure, size and composition (including
the skills, knowledge and experience) of the Board at least annually and make recommendations on any
proposed changes to the Board to complement the Company’s corporate strategy; (b) identify individuals
suitably qualified to become Board members and select or make recommendations to the Board on the
selection of individuals nominated for directorships; (c) assess the independence of the INEDs; and (d) make
recommendations to the Board on the appointment or re-appointment of Directors and succession planning
for Directors, in particular the Chairman and the CEO.

The Nomination Committee consists of four members, of which three are INEDs. The members of the
Nomination Committee are Mr. Tan Yeow Hiang, Kenneth (chairman of the Nomination Committee), Mr. Lam
Bing Lun, Philip, Mr. Wilson Teh Boon Piaw (all INEDs) and Mr. Chew Hua Seng (an executive Director). The
Nomination Committee determines the policy for the nomination of Directors, the nomination procedures,
process and criteria adopted in the selection and recommendation of candidates for directorship.

During the Year, the Nomination Committee held a meeting and, among other matters, assessed the
independence of the INEDs, recommended to the Board for consideration the re-appointment of all the
retiring Directors as Directors as well as reviewed and assessed the Board composition on behalf of the Board
taking into account the Board Diversity Policy.

In determining the Board’s composition, the Nomination Committee has considered a number of aspects,
including but not limited to gender, age, cultural and education background, ethnicity, professional
experience, skills, knowledge and length of service, which have been incorporated in the Board Diversity
Policy. The Nomination Committee will also consider factors based on the Company’s business model and
specific needs from time to time in determining the optimum composition of the Board.
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The attendance of each Director who was a member of the Nomination Committee at the Nomination
Committee meeting during the Year is as follows:

Members Attendance
Mr. Tan Yeow Hiang, Kenneth (Chairman) 11
Mr. Chew Hua Seng 11
Mr. Lam Bing Lun, Philip 1/1
Mr. Wilson Teh Boon Piaw 11

The Nomination Committee met on August 15, 2017 and, amongst other matters, recommended the re-
appointment of all the retiring Directors at the forthcoming AGM.

Risk Management Committee

The Risk Management Committee currently consists of a non-executive Director Mr. He Jun (chairman of the
Risk Management Committee), and two INEDs, namely Mr. Lam Bing Lun, Philip and Mr. Wilson Teh Boon
Piaw.

The primary duties of the Risk Management Committee are to formulate the appropriate framework, system
and policies for managing risks relating to the activities of the Group, and to provide support to the Board on
proposed strategic transactions by focusing on risk aspects and implications of the risks for the Group.

During the Year, the Risk Management Committee held two meetings to review the risk management system
and discuss risk management-related matters. The terms of reference of the Risk Management Committee
have been revised and adopted by the Board on October 27, 2015.

The attendance of each Director who was a member of the Risk Management Committee at the Risk
Management Committee meeting during the Year is as follow:

Members Attendance
Mr. He Jun (Chairman) 2/2
Mr. Lam Bing Lun, Philip 2/2
Mr. Wilson Teh Boon Piaw 2/2

CORPORATE GOVERNANCE FUNCTION

The Company has not set up a corporate governance committee and the Board is, therefore, collectively

responsible for developing and putting in place policies and practices to ensure compliance with the provisions of

the CG Code, for the training and continuous professional development of the Directors and senior management,

for the compliance with legal and regulatory requirements, etc.

During the Year, the Board has reviewed the Company’s policies and practices on corporate governance as well

as the corporate governance report contained in the Company’s 2016 annual report in discharge of its corporate

governance functions, ensuring compliance with the GEM Listing Rules.
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REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Particulars of the Directors’ remuneration for the Year are set out in note 10 to the financial statements. Pursuant
to code provision B.1.5 of the CG Code, the remuneration of the members of the senior management (other than
the Directors) whose particulars are contained in the section headed “Biographical Details of Directors and Senior
Management” in this annual report for the Year by band is set out below:

Number of
Remuneration band (in RMB) individuals
100,000 to 500,000 3

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation of the consolidated 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 Independent Auditor’s responsibilities are set out in
the “Independent Auditor’s Report” of this annual report.

INTERNAL CONTROL

The Board has overall responsibility for the establishment, maintenance and review of the Group’s systems of
internal controls and risk management. The Company has an established risk framework under which it identifies
risks relevant to the operations and activities of the Group, and assesses these risks in relation to their likelihood
and potential impacts. The Group’s internal control and risk management systems include a well-defined
management structure with limits of authority, which is designed to achieve business objectives, safeguard assets
against unauthorized use or disposition, ensure proper maintenance of books and records for the provision of
reliable financial information for internal use or publication, and ensure compliance with relevant legislations and
regulations. Such systems are designed to manage, rather than eliminate the risk of failure to achieve business
objectives, and aims to provide a reasonable, as opposed to an absolute assurance against material misstatement
or loss.

The Company does not have an internal audit department. The Board currently takes the view that there is no
immediate need to set up an internal audit function in light of the size, nature and complexity of the Group’s
business. The need for an internal audit function will be reviewed from time to time. However, during the Year, the
Company has engaged an external professional internal control consultant firm (the “Internal Control Consultant”)
to provide internal audit services to the Group on an annual basis. The internal audit report issued by the
Internal Control Consultant was reviewed by the Audit Committee and the Board. No major issue was raised for
improvement.

The Board has through the Audit Committee and Risk Management Committee reviewed, and is satisfied with, the
effectiveness of the systems of internal controls and risk management of the Group.
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DISCLOSURE OF INSIDE INFORMATION

The Group acknowledges its responsibilities under the Securities and Futures Ordinance (Chapter 571 of the laws
of Hong Kong) and the GEM Listing Rules and the overriding principle that inside information should be announced
immediately when it is the subject of a decision. The procedures and internal controls for the handling and
dissemination of inside information are as follows:

e the Group conducts its affairs with close regard to the disclosure requirement under the GEM Listing Rules
as well as the “Guidelines on Disclosure of Inside Information” published by the Securities and Futures
Commission of Hong Kong in June 2012;

e the Group has implemented and disclosed its policy on fair disclosure by pursuing broad, non-exclusive
distribution of information to the public through channels such as financial reporting, public announcements

and its website;
° the Group has strictly prohibited unauthorized use of confidential or inside information; and

° the Group has established and implemented procedures for responding to external enquiries about the
Group’s affairs, so that only the executive Directors, the Company Secretary and investor relations officers are
authorized to communicate with parties outside the Group.

REMUNERATION OF THE INDEPENDENT AUDITOR

The consolidated financial statements for the Year were audited by BDO Limited (“BDO”) whose term of office will
expire at the forthcoming AGM. The Audit Committee has recommended to the Board that BDO be nominated for
re-appointment as Independent Auditor at the forthcoming AGM.

The remuneration paid/payable to BDO in respect of the Year is set out below:
Services Fee paid/payable (RMB)

Assurance services

Auditing of financial statements
-BDO 720,000

Other assurance services
-BDO 5,000

Taxation services
—Network firm of BDO 60,000
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COMPANY SECRETARY

The company secretary of the Company (the “Company Secretary”) is Mr. Kwok Siu Man (“Mr. Kwok”), who
has been appointed by the Board since September 30, 2013 and has been so nominated by Boardroom
Corporate Service (HK) Limited (“Boardroom”) under an engagement letter entered into between the Company
and Boardroom. The primary persons of the Company with whom Mr. Kwok has been contacting are Mr. Zhang
Jianguang, director of the human resource and administration and Mr. Leong Aik Huat, financial controller, in
relation to corporate secretarial matters. As Mr. Kwok was first appointed as the company secretary of a Hong
Kong Hang Seng Index constituent stock company in 1991 and has been acting in such capacity for a number
of other reputable companies listed on the Stock Exchange for a substantial amount of time since then, he was
not required to have at least 15 hours of relevant continuous professional development training for each of five
consecutive years from 2012 (including the first half of the Year) under the GEM Listing Rules. However, despite the
aforesaid exemption, Mr. Kwok had delivered and attended over 15 hours’ relevant seminars during the Year.

COMMUNICATION WITH SHAREHOLDERS

The Company communicates with the Shareholders and the potential investors of the Company (the “Investors”)
mainly in the following ways:

i the holding of AGMs and GMs, if any, which may be convened for specific purpose and provide opportunities
for the Shareholders and the Investors to communicate directly with the Board;

ii 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 on the Group;
and

iii the latest information on the Group is available on the respective websites of the Stock Exchange and the
Company.

SHAREHOLDERS’ RIGHTS

Procedures for Shareholders to convene a GM

The following procedures for Shareholders to convene a GM are subject to the articles of association of the
Company (the “Articles of Association”), and the Hong Kong Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) (both as amended from time to time):

i any one or more Shareholders representing at least 5 per cent. of the total voting rights of all the Shareholders
having a right to vote at general meetings (the “Eligible Shareholder(s)”) may request the Board to call a GM;

ii the request must state the general nature of the business to be dealt with at the meeting; and may include
the text of a resolution that may properly be moved and is intended to be moved at the meeting (the “Written
Request”). Such Written Request may consist of several documents in like form and be sent to the Company
in hard copy form in accordance with item iii below or in electronic form (via email at zhangjianguang@oriental-
university-city.com); and must be authenticated by the Eligible Shareholder(s) making it.

ANNUAL REPORT 2017



CORPORATE GOVERNANCE REPORT

iii the Eligible Shareholder(s) who wish(es) to convene a GM must deposit a Written Request signed by the
Eligible Shareholder(s) concerned to the registered office of the Company, presently located at 31st Floor, 148
Electric Road, North Point, Hong Kong and its principal place of business in the People’s Republic of China (the
“PRC”) at No.100 Zhangheng Road, Oriental University City, Langfang Economic & Technical Development
Zone, Hebei Province 065001, the PRC for the attention of the Board and/or the Company Secretary;

iv.  the Requisition must state clearly the name of the Eligible Shareholder(s) concerned, his/her/their
shareholding, the reason(s) to convene a GM and the details of the business(es) proposed to be transacted at
the GM, and must be signed by the Eligible Shareholder(s) concerned;

\% the Requisition will be verified with the share registrar of the Company and upon their confirmation that the
Requisition is proper and in order, the Board will convene a GM by serving sufficient notice in accordance
with the requirements under the Articles of Association to all the registered Shareholders. On the contrary, if
the Requisition has been verified as not in order, the Eligible Shareholder(s) concerned will be advised of this
outcome and accordingly, the Board will not call for a GM; and

Vi if within 21 days of the deposit of the Requisition, the Board fails to proceed to convene such GM, 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 proposal at GM

Shareholder(s) representing at least 5 per cent. of the total voting rights of all Shareholders who have a relevant
right to vote or at least 50 Shareholders who have a relevant right to vote may request the Company to circulate to
the Shareholders entitled to receive notice of a GM, a resolution proposed and a statement of not more than 1,000
words with respect to a matter mentioned in a proposed resolution to be dealt with at that GM.

The request may be sent to the Company in hard copy at the Company’s registered office and principal place of
business in the PRC or in electronic form (via email at zhangjianguang@oriental-university-city.com); must identify
the resolution and any statement to be circulated; and must be authenticated by the Shareholdor(s) making it.

PROCEDURES FOR SHAREHOLDERS TO SEND ENQUIRIES TO THE BOARD

Shareholders may send their enquiries and concerns to the Board by addressing them to the registered office of the
Company, presently located at 31st Floor, 148 Electric Road, North Point, Hong Kong by post or by email to Mr.
Kwok Siu Man at seaman.kwok@boardroomlimited.com for the attention of the Company Secretary.

The Company treats all Shareholders fairly and equitably. At GMs and AGMs, the Shareholders are provided the
opportunities to share their views and to meet the Board, including chairpersons of the Board committees and
certain members of senior management.
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INVESTOR RELATIONS

The Company discloses all necessary information to the Shareholders in compliance with the GEM Listing Rules
and applicable laws and regulations. Updated and key information of the Group is also available on the Company’s
website. The Company also replies the enquires from the Shareholders timely. The Directors will host the AGM each
year to meet the Shareholders and answer their enquiries.

CONSTITUTIONAL DOCUMENTS
During the Year, there were no changes in the constitutional documents of the Company.

The Articles of Association is available on the respective websites of the Stock Exchange and the Company.
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ABOUT THIS REPORT

Oriental University City Holdings (H.K.) Limited (the “Group”) presents the first Environmental, Social and
Governance (“ESG”) Report (the “ESG Report”) for the year ended 30 June, 2017, which covers environmental
and social impacts, polices of the Group and its major subsidiaries to demonstrate our continuous
commitment to sustainability. Additional Information in relation to the Group’s corporate governance and
financial performance can be found in our 2017 Annual Report.

This ESG report has been prepared in compliance with the “Environmental, Social and Governance
Reporting Guide” (the “ESG Reporting Guide”) under Appendix 20 of the Growth Enterprise Market
("GEM”) Listing Rules 17.103 of The Stock Exchange of Hong Kong Limited (“SEHK”). Those aspects
and Key performance indicators (“KPI”) defined in the ESG Reporting Guide which are considered to be
relevant and material to the Group’s businesses and operations will be presented under four subject areas,
namely Environmental Protection, Employment and Labour practices, Operating Practices and Community
Investment.

In order to define what are relevant and material to our business in relation to sustainability, the key is to
understand what issues our stakeholders are mostly concerned with. We define our stakeholders as people who
affect our business or who are affected by our business. Our stakeholders include the shareholders, employees,
clients, suppliers, customers, environment and community. In our daily business, we actively exchange
information with our stakeholders through our transparent platform while we are devoted to continuous
improvement of our communication system. We are committed to maintain a long-term partnership with our
stakeholders and are actively engaged in addressing their concerns with follow-up actions in a timely manner. If
you, as one of our stakeholders, have any questions about the content of the ESG Report or comments on the
Group’s sustainability issues, please contact us via zhangjianguang@oriental-university-city.com.

ENVIRONMENTAL PROTECTION

2.1 Corporate Environmental Policy

The Group endeavours to protect the environment throughout our operation, and achieve the economic
sustainable development. The Group is committed to upholding high environmental standards to fulfill
relevant requirements under applicable laws or ordinances during the operation of the business.

2.2 Emissions

The Group upholds the principles of environmental protection management and is committed to the
proper handling and disposal of all emissions and wastes. Specific measures have already been taken,
which include:

° Maintaining an indoor temperature at an optional level for comfort;

° Installing LED lighting system in the offices. Saves power by implementing automatic lights off
during non-business hours and providing manual override switch for all non-emergency lighting;
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2.3

° Encouraging the employees to switch off the computers and monitors when not utilized, setting
office machines such as copiers and TV monitors to switch of automatically after office hours;

° Encouraging the employees to make the best use of modern telecommunication system to avoid
unnecessary travel arrangement;

° Putting up sighage emphasizing the importance of energy saving at offices are in place;
o Performed minimal renovations, by re-using existing flooring, furniture etc.;

° Works closely with various local governments in Langfang city, Hebei Province, to promote PRC
environment protection strategies to our tenants; and

° Promotes the knowledge of environmental protection to students and staff in its campus and
advocates students therein to sort their trash into separate bins.

NON-HAZARDOUS WASTES

In addition to energy saving initiatives, the Group also promotes other environmental friendly measures
to endeavor to generate minimal non-hazardous waste (such as used paper and heat supply system)
throughout our operation. For examples, adjusts the heat supply system to low settings during the winter
vacation period to reduce heat waste ultimately. Furthermore, all employees are encouraged to reduce
paper usage by using double-sided papers and by a frequent use of electronic information systems for
material sharing or internal administrative documents as part of our environmental protection campaigns.

In the future, we will continue our commitment in environmental protection and strive to build a greener
and healthier environment to fulfil our responsibilities as a member of the community we all live in.

3. EMPLOYMENT AND LABOUR PRACTICES

3.1

Compliance with Labour Laws

Employees are our valuable asset for our long-term operation and business development. Our
employees are mainly located in the PRC. The Group safeguards the rights of our employees by strictly
complying with the requirements of the Labour Law of the PRC, we have participated in welfare schemes
concerning pension insurance, unemployment insurance, maternity insurance, occupational injury
insurance and medical insurance in accordance with the local regulations including the Regulations on
the Administration of Housing Provident Funds and the Social Insurance Law of the PRC.
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3.2

3.3

Training and Recruitment

We acknowledge the importance of training for the development of our employees. To ensure to provide
high quality service for our customer, the Group offers professional training program to our employees
including knowledge of their work, good manners, effective communication, human resources,
firefighting and so on. Through education and training, the Group can enhance the employees’ personal
qualities, reinforce their skill-sets and keep up with the most advanced professional knowledge that their
position may require.

The Group respect culture and individual diversity, we aim to uphold a fair and equitable human resource
policy, in which quality and merit of the candidates are the most important elements to be assessed
during the recruitment and promotion processes. The Group offers equal employment opportunities to
different genders, age groups and nationalities such that a sound of diversify of human resources can be
achieved.

Health and Work Safety

The Group is committed to providing and maintaining a safe and health working environment for all
employees.

In order to strengthen employees’ work safety awareness and to reduce number and severity of injuries
and accidents, the Group has developed health and safety policies including prohibition of smoking
in the workplace, abuse of alcohol and drugs, identification and prevention of risks and hazards in our
campus, and follow-up actions for accidents or personal injuries. We require our employees to strictly
adhere to and comply with such policies, which are set out in our employee handbook.

4. OPERATING PRACTICE

4.1

Supply Chain Management

As an university city, one of our missions is to provide high quality education facilities to our contract
colleges. During our selection process for suppliers and contractors, we not only consider economical
and commercial factors in the tendering processes but also make a serious assessment of their
compliance with all the applicable laws and regulations; safeguard workers’ health and safety; and
mitigate environmental impacts. To maintain a good corporate control and governance, the Group
has developed a series of management systems and procedures to be aligned with the Corporate
Governance required by the Stock Exchange. In addition, the Group encourages all business partners
to develop energy-saving and consumption-reducing policies in order to work together in our pursuit of
sustainable development.
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4.2

4.3

4.4

Product Responsibility

The Group’s main business is leasing education facilities, comprising primarily teaching buildings and
dormitories to education institutions in the PRC and Malaysia. We endeavor to improve our educational
facilities to provide a beautiful and livable campus to our Contract Colleges, and create a comfortable
and harmonious environment for students.

Data Privacy

We ensure strict compliance with the statutory requirements to fully meet a high standard of security
and confidentiality of personal data privacy protection. We highly respect personal data privacy and are
firmly committed to preserving the data protection principles during our business operation. We require
our employee to strictly follow full procedures of handing company confidential information set out in
our confidentiality management policy handbook.

Anti-corruption

We aim to maintain the highest standards of openness, uprightness and accountability and all our staff
are expected to observe the highest standards of ethical, personal and professional conduct. We do not
tolerate corruption, bribery, extortion, money-laundering and other fraudulent activities in connection
with any of our business operations.

In addition to the code of conduct on anti-bribery and anticorruption mentioned in the Staff Manual,
we have issued relevant whistle-blowing procedures in setting up a private communication channel
on reporting suspicious fraudulent actions to the Company’s management directly. Ongoing review
of the effectiveness of the internal control systems is conducted on a regular basis in preventing the
occurrence of corruption activities.

5. COMMUNITY CONTRIBUTION

The Group is committed to improving the society through continuous community involvement. We support the

local community though different means including employee volunteering and personal donations. Both the

Group and its employees have put their best effort in helping the local communities and people in need in the

society.
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TO THE MEMBERS OF ORIENTAL UNIVERSITY CITY HOLDINGS (H.K.) LIMITED
(Incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of Oriental University City Holdings (H.K.) Limited (the
“Company”) and its subsidiaries (hereafter referred to as the “Group”) set out on pages 53 to 109, which comprise
the consolidated statement of financial position as at 30 June 2017, and the consolidated statement of profit or loss
and other comprehensive income, the consolidated statement of changes in equity and the consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, we do not provide a
separate opinion on these matters.
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VALUATION OF INVESTMENT PROPERTIES
Refer to Notes 4, 5 and 15 to the consolidated financial statements.

The Group’s investment properties were carried at fair value of RMB981,516,000 as at 30 June 2017 which was
based on valuations performed by an independent firm of professionally qualified valuers.

Investment properties were significant to the consolidated financial statements of the Group. The valuation of
investment properties requires significant judgement and estimation in determining the appropriate valuation
methodology to be used and in estimating the underlying assumptions to be applied. There is a risk that the
carrying amount of investment properties may be significantly changed if the valuation methodology adopted and
the key assumptions applied by the valuers are varied.

OUR RESPONSE:
During our audit, we conducted the following audit procedures, amongst others, to address this key audit matter:
(i) Evaluating the competence, capabilities and objectivity of the external valuers;

(i)  Considering the appropriateness of the methodology and assumptions adopted in the valuation with the
assistance of our own valuation specialist;

(i) Checking, on a sample basis, the accuracy and relevance of the input data used; and

(iv) Assessing the adequacy of the disclosures made in the consolidated financial statements in respect of the
valuation of investment properties including the relationship between the key unobservable input and fair
value.

OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information. The other information comprises the information included
in the Management Discussion and Analysis (but does not include the consolidated financial statements and our
auditor’s report thereon), which we obtained prior to the date of this auditor’s report, and Corporate Information,
Chairman’s Statement, Biographical Details of Directors and Senior Management, Report of Directors, Corporate
Governance Report, Environmental, Social and Governance Report, Investment Properties and Financial Summary,
which are expected to be made available to us after that date.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

When we read Corporate Information, Chairman’s Statement, Biographical Details of Directors and Senior
Management, Report of Directors, Corporate Governance Report, Environmental, Social and Governance Report,
Investment Properties and Financial Summary, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to the Audit Committee and take appropriate action considering our legal rights
and obligations.
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DIRECTORS’ RESPONSIBILITIES FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group’s financial reporting process. The Audit Committee
assists the directors in discharging their responsibility in this regard.

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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. This report is made solely to you, as a body, in accordance with Section 405 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

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

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

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

forgery, intentional omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.
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e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

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

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

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

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

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

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

BDO Limited

Certified Public Accountants

Lam Siu Fung

Practising Certificate Number: P05308

Hong Kong, 15 August 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2017

Revenue

Government grants (reversed)/recognised, net
Employee costs

Depreciation of property, plant and equipment
Fair value gains on investment properties
Business taxes and surcharges

Property taxes and land use taxes

Property management fee

Repairs and maintenance

Legal and consulting fees

Other (losses)/gains, net

Other expenses

Impairment loss on trade receivables

Share of results of an associate

Loss on de-recognition of an available-for-sale financial asset

Operating profit
Interest expense on bank borrowings
Interest income

Profit before income tax
Income tax

Profit for the year

Other comprehensive income

Items that may be subsequently reclassified to profit or loss:
Exchange differences from translation of foreign operations
Share of other comprehensive income of an associate

Fair value gains/(losses) on available-for-sale financial assets, net

Reclassification adjustment on de-recognition of an
available-for-sale financial asset

Other comprehensive income for the year

Total comprehensive income for the year

Notes

14
15

1€

17

2017 2016
RMB’ 000 RMB’ 000
60,336 68,619
(21,015) 5,000
(2,304) (2,537)
(350) (344)
22,996 28,867
(289) (3,286)
(11,453) (12,633)
(6,311) 6,172)
(2,899) (1,775)
(4,601) (3,585)
(1,641) 2,117
(861) (2,259)
(491) —
5,072 920
— (1,887)
36,189 71,045
(879) —
38 737
35,348 71,782
7,253 (18,301)
42,601 53,481
(1) —
1,985 1,390
1,217 977)
— 1,887
3,201 2,300
45,802 55,781
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2017

Profit attributable to
— Owners of the Company
— Non-controlling interests

Total comprehensive income attributable to
— Owners of the Company
— Non-controlling interests

Earnings per share for profit attributable to
the owners of the Company during the year
— Basic (RMB per share)

— Diluted (RMB per share)
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Note 2017 2016
RMB’ 000 RMB’ 000
42,193 52,913
408 568
42,601 53,481
45,394 55,213
408 568
45,802 55,781
13
0.23 0.29
0.23 0.29




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2017
Notes 2017 2016
RMB’ 000 RMB’ 000
Non-current assets
Property, plant and equipment 14 5,560 5,705
Investment properties 15 981,516 892,183
Interest in an associate 16 30,862 23,805
Available-for-sale financial asset 17 18,869 17,652
Prepayments for purchase of property, plant and equipment,
investment properties and other investment 18 51,636 80,000
Total non-current assets 1,088,443 1,019,345
Current assets
Trade and other receivables and prepayments 19 8,888 38,843
Pledged bank deposit 20 20,000 —
Cash and cash equivalents 14,278 4,866
Total current assets 43,166 43,709
Current liabilities
Trade and other payables and accruals 21 15,529 18,912
Advances from customers 1,973 1,265
Bank borrowings, secured 22 19,316 —
Current tax liabilities 674 21,597
Total current liabilities 37,492 41,774
Net current assets 5,674 1,935
Total assets less current liabilities 1,094,117 1,021,280
Non-current liabilities
Bank borrowings, secured 22 29,670 —
Deferred tax liabilities 23 60,907 50,863
Total non-current liabilities 90,577 50,863
NET ASSETS 1,003,540 970,417
Capital and reserves attributable to owners of the Company
Share capital 24 411,936 411,936
Reserves 25 583,580 550,865
995,516 962,801
Non-controlling interests 8,024 7,616
TOTAL EQUITY 1,003,540 970,417
On behalf of the Board
Chew Hua Seng Liu Ying Chun
Chairman and Executive Director Chief Executive Officer and Executive Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2017

Balance at 1 July 2015
Profit for the year
Share of other comprehensive
income of an associate
Fair value losses on available-
for-sale financial assets, net
Reclassification adjustment on
de-recognition of an available-for-sale
financial asset

Dividend paid

Proposed final dividend for the year
(Note 26)

Interim dividend declared and paid
(Note 26)

Balance at 30 June 2016 and
1 July 2016
Profit for the year
Exchange differences from translation of
foreign operations
Share of other comprehensive
income of an associate
Fair value gain on available-
for-sale financial asset

Final dividend paid

Proposed final dividend for the year
(Note 26)

Interim dividend declared and paid
(Note 26)

Balance at 30 June 2017
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Reserves
Available Equity
for-sale attributable
financial Proposed  to owners Non-
Share Other asset Retained ~ Exchange final ofthe  controlling
capital reserves reserve profits reserve dividend Company interests Total
RMB’000 RMB’ 000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’ 000 RMB’000 RMB’000
(Note 24) (Note 25) (Note 25) (Note 25)

411,936 (71,025) 1 573,172 — 11,347 925,431 7,048 932,479
— — — 52,913 — — 52,913 568 53,481

— — — — 1,390 — 1,390 — 1,390
— — @77) — — — @r) — 977)

— — 1,887 — — — 1,887 — 1,887

— — 910 52,913 1,390 — 55,213 568 55,781

— — — (469) — (11,347) (11,816)) — (11,816)

— — — (6,166) — 6,166 — — —

— — — (6,027) — — (6,027) — (6,027)
411,936 (71,025) M 613,423 1,390 6,166 962,801 7,616 970,417
— — — 42,193 — — 42,193 408 42,601
- - - - (1) - (1) - (1)

— — — — 1,985 — 1,985 — 1,985

— — 1,217 — — — 1,217 — 1,217

— — 1,217 42,193 1,984 — 45,394 408 45,802

— — — (132) — (6,166) (6,298) — (6,298)

— — — (6,278) — 6,278 — — —

— — — (6,381) — — (6,381) — (6,381)
411,936 (71,025) 2,128 642,825 3,374 6,278 995,516 8,024 1,008,540




CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2017

Cash flows from operating activities
Profit before income tax
Adjustments for:
Interest income
Depreciation of property, plant and equipment
Fair value gains on investment properties
Share of results of an associate
Loss on de-recognition of an available-for-sale financial asset
Gain on disposal of property, plant and equipment
Government grant reversed

Operating profit before working capital changes
Decrease/(increase) in trade and other receivables and prepayments
(Decrease)/increase in trade and other payables and accruals
Increase in advances from customers

Cash generated from operations
Income taxes paid

Net cash generated from operating activities

Cash flows from investing activities
Interest received
Increase in pledged bank deposit
Increase in prepayments for the purchase of property,
plant and equipment and investment properties
Purchase of property, plant and equipment,
investment properties and other investment
Proceeds from disposal of property, plant and equipment
Payments to acquire available-for-sale financial asset
Payments to acquire an associate

Net cash used in investing activities

2017 2016
RMB’ 000 RMB’ 000
35,348 71,782
(38) (737)
350 344
(22,996) (28,867)
(5,072) (920)
— 1,887
(146) —
21,015 —
28,461 43,489
8,940 (17,098)
(3,383) 4,056
708 42
34,726 30,489
(3,626) (4,740)
31,100 25,749
38 737
(20,000) —
(36,436) (80,000)
(1,770) (2,900)
172 —

— (16,741)

— (5,766)
(57,996) (104,670)
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2017

Cash flows from financing activities

Proceeds from bank borrowings

Repayment of bank borrowings

Decrease in amount due to ultimate holding company
included in other payables

Dividends paid

Net cash generated from/(used in) financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

Cash and cash equivalents at end of year

ANNUAL REPORT 2017

2017 2016
RMB’ 000 RMB’ 000
49,382 —
(396) —

— (33)
(12,679) (17,843)
36,307 (17,876)
9,411 (96,797)
4,866 101,663

1 _

14,278 4,866




NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

1. GENERAL

Oriental University City Holdings (H.K.) Limited (the “Company”) is a limited liability company incorporated

in Hong Kong. Its shares are listed on the Growth Enterprise Market on The Stock Exchange of Hong Kong

Limited. The addresses of the registered office and principal place of business of the Company are disclosed

in the corporate information section in the annual report. The Group, comprising the Company and its
subsidiaries, is mainly engaged in the provision of education facilities leasing services in the People’s Republic

of China (the “PRC”) and Malaysia.

The directors of the Company consider that the Company’s ultimate parent is Raffles Education Corporation

Limited (“REC”), a company incorporated in Singapore, whose shares are listed on Singapore Exchange

Securities Trading Limited.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”)

(@ Adoption of new/revised HKFRSs - effective 1 July 2016

HKFRSs (Amendments)
Amendments to HKAS 1
Amendments to HKAS 16 and HKAS 38

Amendments to HKAS 16 and HKAS 41
Amendments to HKAS 27
Amendments to HKFRS 10,

HKFRS 12 and HKAS 28
Amendments to HKFRS 11
HKFRS 14

Annual Improvements 2012-2014 Cycle

Disclosure Initiative

Clarification of Acceptable Methods of Depreciation and
Amortisation

Agriculture: Bearer Plants

Equity Method in Separate Financial Statements

Investment Entities: Applying the Consolidation Exception

Accounting for Acquisitions of Interests in Joint Operations
Regulatory Deferral Accounts

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 statements.

Included in the clarifications is that an entity’s share of other comprehensive income from equity

accounted interests in associates and joint ventures is split between those items that will and will not be

reclassified to profit or loss, and presented in aggregate as a single line item within those two groups.

The adoption of the amendments has no impact on these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) - continued

(@) Adoption of new/revised HKFRSs - effective 1 July 2016 — continued

Amendments to HKAS 16 and HKAS 38 — Clarification of Acceptable Methods of Depreciation

and Amortisation

The amendments to HKAS 16 prohibit the use of a revenue-based depreciation method for items of
property, plant and equipment. The amendments to HKAS 38 introduce a rebuttable presumption
that amortisation based on revenue is not appropriate for intangible assets. This presumption can
be rebutted if either the intangible asset is expressed as a measure of revenue or revenue and the
consumption of the economic benefits of the intangible asset are highly correlated. The amendments

are applied prospectively.

The adoption of the amendments has no impact on these financial statements as the Group has not

previously used revenue-based depreciation methods.

Amendments to HKAS 16 and HKAS 41 — Agriculture: Bearer Plants

The amendments define bearer plants and require biological assets that meet the definition to be
accounted for as property, plant and equipment in accordance with HKAS 16. The agricultural produce

of bearer plants remains within the scope of HKAS 41. The amendments are applied retrospectively.

The adoption of the amendments has no impact on these financial statements as the Group has no

bearer plants.

Amendments to HKAS 27 — Equity Method in Separate Financial Statements

The amendments allow an entity to apply the equity method in accounting for its investments in
subsidiaries, joint ventures and associates in its separate financial statements. The amendments are

applied retrospectively in accordance with HKAS 8.

The adoption of the amendments has no impact on these financial statements as the Company has not

elected to apply the equity method in its separate financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) — continued

(@ Adoption of new/revised HKFRSs - effective 1 July 2016 - continued

Amendments to HKFRS 10, HKFRS 12 and HKAS 28 - Investment Entities: Applying the

Consolidation Exception

The amendments clarify that the exemption from preparing consolidated financial statements for an
intermediate parent entity is available to a subsidiary of an investment entity (including investment
entities that account for their subsidiaries at fair value rather than consolidating them). An investment
entity parent will consolidate a subsidiary only when the subsidiary is not itself an investment entity and
the subsidiary’s main purpose is to provide services that relate to the investment entity’s investment
activities. A non-investment entity applying the equity method to an associate or joint venture that is
an investment entity may retain the fair value measurements that associate or joint venture used for
its subsidiaries. An investment entity that prepares financial statements in which all its subsidiaries are
measured at fair value through profit or loss should provide the disclosures related to investment entities

as required by HKFRS 12. The amendments are applied prospectively.

The adoption of the amendments has no impact on these financial statements as the Company is neither

an intermediate parent entity nor an investment entity.

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

The amendments require an entity to apply the relevant principles of HKFRS 3 Business Combinations
when it acquires an interest in a joint operation that constitutes a business as defined in that standard.
The principles of HKFRS 3 are also applied upon the formation of a joint operation if an existing business
as defined in that standard is contributed by at least one of the parties. The amendments are applied

prospectively.

The adoption of the amendments has no impact on these financial statements as the Group has not

acquired or formed a joint operation.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) — continued

(b) 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.

Amendments to HKAS 7 Disclosure Initative'
Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses'
HKFRS 1 and HKAS 28 Annual Improvements 2014 — 2016 Cycle?
HKFRS 9 Financial Instruments?
HKFRS 15 Revenue from Contracts with Customers?
Amendment to HKFRS 15 Revenue from Contracts with Customers
(Clarifications to HKFRS 15)2
Amendments to HKAS 40 Transfers of Investment Property?
HK(IFRIC) - Int 22 Foreign Currency Transactions and Advance Consideration?
HKFRS 16 Leases®
HK(IFRIC) - Int 23 Uncertainty over Income Tax Treatments®

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

U Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2018
S Effective for annual periods beginning on or after 1 January 2019
& No mandatory effective date determined yet but is available for early adoption

Amendments to HKAS 7 — Disclosure Initiative

The amendments introduce an additional disclosure that will enable users of financial statements to
evaluate changes in liabilities arising from financing activities.

Amendments to HKAS 12 — Recognition of Deferred Tax Assets for Unrealised Losses

The amendments relate to the recognition of deferred tax assets and clarify some of the necessary
considerations, including how to account for deferred tax assets related to debt instruments measured
at fair value.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) - continued
(b) New/revised HKFRSs that have been issued but are not yet effective — continued

Annual Improvements 2014 — 2016 Cycle

The amendments to HKFRS 1 delete the short-term exemptions for first-time adopters that are already

out-of-date.

The amendments to HKAS 28 clarify that:

° a venture capital organisation, or other qualifying entity, may elect to measure its investments in
an associate or joint ventures at fair value through profit or loss on an investment-by-investment

basis; and

° a non-investment entity investor may elect to retain the fair value accounting applied by its
investment entity associate or joint venture and this election can be made separately for each

investment entity associate or joint venture.

HKFRS 9 - Financial Instruments

HKFRS 9 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 (“FVTOCI”) 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 FVTOCI. All

other debt and equity instruments are measured at fair value through profit or loss (“FVTPL”).

HKFRS 9 includes a new expected loss impairment model for all financial assets not measured at FVTPL
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 the financial statements.

HKFRS 9 carries forward the recognition, classification and measurement requirements for financial
liabilities from HKAS 39, except for financial liabilities designated at FVTPL, 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 retains the

requirements in HKAS 39 for derecognition of financial assets and financial liabilities.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2. ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) — continued

(b)

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

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.

HKFRS 15 requires the application of a 5-step 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 HKFRSs. The standard also significantly enhances the qualitative and quantitative
disclosures related to revenue.

Amendments to HKFRS 15 — Revenue from Contracts with Customers (Clarifications to HKFRS
15)

The amendments to HKFRS 15 included clarifications on identification of performance obligations;
application of principal versus agent; licenses of intellectual property; and transition requirements.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) - continued
(b) New/revised HKFRSs that have been issued but are not yet effective — continued

Amendments to HKAS 40 — Transfers of Investment Property

The amendments provides guidance on deciding when there is a change in use to transfer a property
to or from investment property. The amendments clarify that a change in use occurs when the property
meets or ceases to meet the definition of investment property and there is evidence of the change in

use.

The amendments also re-characterise the list of evidence provided in the standard as a non-exhaustive

list of examples, i.e. other forms of evidence may support a transfer.

HK(IFRIC) - Int 22 — Foreign Currency Transactions and Advance Consideration

The Interpretation provides guidance on how to determine “the date of the transaction” when applying
HKAS 21, The effects of changes in foreign exchange rates to situations where an entity receives or

pays advance consideration in a foreign currency and recognises a hon-monetary asset or liability.

The Interpretation clarifies that “the date of the transaction” for the purpose of determining the exchange
rate to use on initial recognition of the related asset, expense or income (or part of it) is the date on
which an entity initially recognises the non-monetary asset or liability arising from the payment or receipt
of advance consideration. If there are multiple payments or receipts in advance of recognising the

related item, the entity should determine the date of the transaction for each payment or receipt.

HKFRS 16 - Leases

HKFRS 16, which upon the effective date will supersede HKAS 17 “Leases” and related interpretations,
introduces a single lessee accounting model and requires a lessee to recognise assets and liabilities for
all leases with a term of more than 12 months, unless the underlying asset is of low value. Specifically,
under HKFRS 16, a lessee is required to recognise a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing its obligation to make lease payments.
Accordingly, a lessee should recognise depreciation of the right-of-use asset and interest on the lease
liability, and also classifies cash repayments of the lease liability into a principal portion and an interest
portion and presents them in the statement of cash flows. Also, the right-of-use asset and the lease
liability are initially measured on a present value basis. The measurement includes non-cancellable
lease payments and also includes payments to be made in optional periods if the lessee is reasonably
certain to exercise an option to extend the lease, or not to exercise an option to terminate the lease. This
accounting treatment is significantly different from the lessee accounting for leases that are classified as

operating leases under the predecessor standard, HKAS 17.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

2.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSS”) - continued
(b) New/revised HKFRSs that have been issued but are not yet effective — continued

HKFRS 16 — Leases - continued

In respect of the lessor accounting, HKFRS 16 substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor continues to classify its leases as operating leases or

finance leases, and to account for those two types of leases differently.

HK(IFRIC) - Int 23 — Uncertainty over Income Tax Treatments

This Interpretation provides guidance on how to apply HKAS 12, Income taxes when there is uncertainty

over whether a tax treatment will be accepted by the tax authority.

Under the Interpretation, the key test is whether it is probable that the tax authority will accept the
entity’s tax treatment. If it is probable, then the entity should measure current and deferred tax
consistently with the tax treatment in its tax return. If it is not probable, then the entity should reflect the
effect of uncertainty in its accounting for income tax by using the “expected value” approach or the “the
most likely amount” approach — whichever better predicts the resolution of the uncertainty and in that

case the tax amounts in the financial statements will not be the same as the amounts in the tax return.

Amendments to HKFRS 10 and HKAS 28 - Sale or Contribution of Assets between an Investor and

its Associate or Joint Venture

The amendments introduce new requirements on loss of control over assets in a transaction with an
associate or joint venture. These requirements require the full gain to be recognised when the assets

transferred meet the definition of a “business” under HKFRS 3, “Business combination”.

The amendments as originally issued had an effective date of annual periods beginning on or after 1
January 2016. In December 2015, the International Accounting Standards Board (the “IASB”) decided to
remove the effective date of the equivalent amendments to IFRS 10 and IAS 28 and indicated that the
effective date will be determined when its research project on equity accounting is completed. The Hong
Kong Institute of Certified Public Accountants followed the IASB’s decision and indefinitely deferred the

effective date of the amendments to HKFRS 10 and HKAS 28 accordingly.

The Group is in the process of making an assessment of the potential impact of these new
pronouncements. The Group is not yet in a position to state whether these new pronouncements will

result in substantial changes to the Group’s accounting policies and financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

3.

BASIS OF PREPARATION

(a

(b)

()

Statement of compliance

The financial statements have been prepared in accordance with all applicable HKFRSs, Hong Kong
Accounting Standards (“‘HKASs”) and Interpretations (hereinafter collectively referred to as the “HKFRSs”)
and the provisions of the Hong Kong Companies Ordinance which concern the preparation of financial
statements. In addition, the financial statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited.

Basis of measurement

The financial statements have been prepared under the historical cost basis except for certain properties
and financial instruments, which are measured at fair values as explained in the accounting policies set
out below.

Functional and presentation currency

The financial statements are presented in Renminbi (“RMB”), which is the same as the functional
currency of the Company.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Subsidiary

Consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries made up to the end of reporting period. A subsidiary is an entity (including a structured
entity) over which the Group has control. The Group controls an entity when the Group is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect those
returns through its power over the entity. Subsidiary is consolidated from the date on which control is
transferred to the Group. It is de-consolidated from the date that control ceases.
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NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2017

4. SIGNIFICANT ACCOUNTING POLICIES - continued

(@) Subsidiary - continued

Consolidation — continued

(0

Business combination

The Group applies the acquisition method to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of the acquiree and the equity interests
issued by the Group. The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Identifiable assets acquired and liabilities
and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date. The Group recognises any non-controlling interest in the acquiree
on an acquisition-by-acquisition basis, either at fair value or at the non-controlling interest’s
proportionate share of the recognised amounts of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition-date carrying value of the
acquirer’s previously held equity interest in the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising from such re-measurement are recognised in profit or
loss.

Any contingent consideration to be transferred by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration that is
deemed to be an asset or liability is recognised in accordance with HKAS 39 either in profit or
loss or as a change to other comprehensive income. Contingent consideration that is classified as
equity is not remeasured, and its subsequent settlement is accounted for within equity.
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NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2017

4. SIGNIFICANT ACCOUNTING POLICIES - continued

(@) Subsidiary — continued

Consolidation — continued

(0

(i)

Business combination — continued

The excess of the consideration transferred the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously held interest measured is less than
the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the
difference is recognised directly in profit or loss.

Intra-group transactions, balances and unrealised gains on transactions between group companies
are eliminated. Unrealised losses are also eliminated. When necessary, amounts reported by
subsidiaries have been adjusted to conform to the Group’s accounting policies.

Changes in ownership interest in a subsidiary without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted
for as equity transactions, which are transactions with the owners of subsidiary in their capacity
as owners. The difference between fair value of any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses
on disposals to non-controlling interests are also recorded in equity.

Separate financial statements

Investment in a subsidiary is accounted for at cost less impairment. Cost includes direct attributable

costs of investment. The results of the subsidiary are accounted for by the Company on the basis of

dividend received and receivable.

ANNUAL REPORT 2017

69



70

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(b)

(c)

Associate

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor a joint arrangement. Significant influence is the power to participate in the financial and operating
policy decisions of the investee but not control or joint control over those policies.

Associates are accounted for using the equity method whereby they are initially recognised at cost and
thereafter, their carrying amounts are adjusted for the Group’s share of the post-acquisition change in
the associates’ net assets except that losses in excess of the Group’s interest in the associate are not
recognised unless there is an obligation to make good those losses.

Profits and losses arising on transactions between the Group and its associates are recognised only to
the extent of unrelated investors’ interests in the associate. The investor’s share in the associate’s profits
and losses resulting from these transactions is eliminated against the carrying value of the associate.
Where unrealised losses provide evidence of impairment of the asset transferred they are recognised
immediately in profit or loss.

Any premium paid for an associate above the fair value of the Group’s share of the identifiable assets,
liabilities and contingent liabilities acquired is capitalised and included in the carrying amount of the
associate. Where there is objective evidence that the investment in an associate has been impaired,
the carrying amount of the investment is tested for impairment in the same way as other non-financial

assets.

In the Company’s statement of financial position, investment in an associate is carried at cost less
impairment losses, if any. The results of associate are accounted for by the Company on the basis of
dividends received and receivable during the year.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker (the “CODM”). The CODM, who is responsible for allocating resources
and assessing performance of the operating segments, has been identified as the Group’s executive
directors, who makes strategic decisions.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(d)

(e)

Foreign currency translation

(@

(i)

(i)

Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using
the currency of the primary economic environment in which the entity operates (the “functional
currency’).

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss, except when deferred in equity as qualifying cash flow
hedges and qualifying net investment hedges.

Group companies

The results and financial position of all the group companies (none of which has the currency
of a hyper-inflationary economy) that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

o assets and liabilities for each statement of financial position presented are translated at the
closing rate at the end of the reporting period;

° income and expenses for each profit or loss item are translated at average exchange rates
(unless this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at the
rate on the dates of the transactions); and

° all resulting exchange differences are recognised in other comprehensive income.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and any impairment loss.

Historical cost includes expenditure that is directly attributable to the acquisition of the items.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(e)

Property, plant and equipment - continued

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. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial period
in which they are incurred.

Depreciation of property, plant and equipment is calculated using the straight-line method to allocate
their cost to their residual values over their estimated useful lives, as follows:

Buildings Over the shorter of the lease terms of land and 50 years
Furniture, fittings and equipment 4-7 years
Machinery 10 years

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is higher than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(f)

(9)

Investment properties

Investment properties, principally comprising land use rights and buildings, are held for long-term
rental yields or for capital appreciation or both, and that are not occupied by the Group. It also includes
properties that are being constructed or developed for future use as investment properties. Land held
under operating leases is accounted for as investment properties when the rest of the definition of an
investment property is met. In such cases, the operating leases concerned are accounted for as if they
were finance leases. Investment properties are initially measured at cost, including related transaction
costs and where applicable borrowing costs. After initial recognition, investment properties are carried
at fair value, representing open market value determined at each reporting date by external valuers. Fair
value is based on active market prices, adjusted, if necessary, for any difference in the nature, location
or condition of the specific asset. If the information is not available, the Group uses alternative valuation
methods such as recent prices on less active markets or discounted cash flow projections. Changes in
fair values are recognised in profit or loss.

Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill, are not subject to amortisation and are
tested annually for impairment. Assets that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units). Non-financial assets other
than goodwill that suffered impairment are reviewed for possible reversal of the impairment at each
reporting date.

ANNUAL REPORT 2017

73



74

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2017

4. SIGNIFICANT ACCOUNTING POLICIES - continued

(h) Financial instruments

(0

Financial assets
Classification

The Group classifies its financial assets as available-for-sale financial asset and loans and
receivables. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

Available-for-sale financial asset is a non-derivative financial asset that is not included in other
categories of financial assets. It is included in non-current assets.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for the amounts
that are settled or expected to be settled more than twelve months after the end of the reporting
period, which are classified as non-current assets. The Group’s loans and receivables comprise
trade and other receivables and cash and cash equivalents.

Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade date, the date on
which the Group commits to purchase or sell the assets. Loans and receivables are recognised
initially at fair value and subsequently carried at amortised cost using the effective interest method.
Financial assets are derecognised when the rights to receive cash flows from the investments have
been expired or have been transferred and the Group has transferred substantially all the risks and
rewards of ownership.

Available-for-sale financial asset is recognised initially at fair value. Subsequent to initial
recognition, the Group’s available-for-sale financial asset is carried at fair value with changes
in fair value recognised in other comprehensive income, except for impairment losses which is
recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES - continued

(h) Financial instruments - continued

(i)

(i)

(iv)

Financial liabilities
Classification

The Group classifies its financial liabilities, depending on the purpose for which the liabilities were
incurred. Financial liabilities at amortised costs are initially measured at fair value, net of directly
attributable costs incurred.

Recognition and measurement

Financial liabilities at amortised cost including trade and other payables and accruals and bank
borrowings are subsequently measured at amortised cost, using the effective interest method. The
related interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are derecognised as well as
through the amortisation process.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset or
financial liability and of allocating interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash receipts or payments
through the expected life of the financial asset or liability, or where appropriate, a shorter period.

Derecognition

The Group derecognises a financial asset when the contractual rights to the future cash flows
in relation to the financial asset expire or when the financial asset has been transferred and the
transfer meets the criteria for derecognition in accordance with HKAS 39.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expires.

ANNUAL REPORT 2017

75



76

NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

4,

SIGNIFICANT ACCOUNTING POLICIES - continued

U

0

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial
position when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.

Impairment of financial assets

Loans and receivables

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if there is objective evidence of impairment as a result
of one or more events that occurred after the initial recognition of the asset (a “loss event”) and that
loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganisation, and where observable data indicate
that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

The amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognised in profit or loss. If, in a subsequent period, the amount
of the impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal of
the previously recognised impairment loss is recognised in profit or loss.

Available-for-sale financial asset

Where a decline in the fair value constitutes objective evidence of impairment, the amount of the loss
is removed from equity and recognised in profit or loss. For available-for-sale equity investment, any
increase in fair value subsequent to an impairment loss is recognised in other comprehensive income.
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4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(k)

U]

(m)

(n)

Trade and other receivables

Trade receivables are amounts due from customers for rental provided in the ordinary course of
business. If collection of trade and other receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as current assets. If not, they are presented
as non-current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand, deposits
held at call with banks.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers.

Trade and other payables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method.
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4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(0) Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss,
except to the extent that it relates to items recognised in other comprehensive income or directly in
equity. In this case the tax is also recognised in other comprehensive income or directly in equity,
respectively.

() Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the end of reporting period in the countries where the entities within the Group
operate and generate taxable income. Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

(i) Deferred income tax

Deferred income tax is recognised, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. However, deferred tax liabilities are not recognised if they arise from the initial
recognition of goodwill, the deferred income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax
is determined using tax rates (and laws) that have been enacted or substantively enacted by end
of the reporting period and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries
and associates, except for deferred income tax liability where the timing of the reversal of the
temporary difference is controlled by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future.
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4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(0) Current and deferred income tax — continued

(i)

(i)

Deferred income tax — continued

An exception to the general requirement on determining the appropriate tax rate used in
measuring deferred tax amount is when an investment property is carried at fair value under
HKAS 40 “Investment Property”. Unless the presumption is rebutted, the deferred tax amounts on
these investment properties are measured using the tax rates that would apply on sale of these
investment properties at their carrying amounts at the reporting date. The presumption is rebutted
when the investment property is depreciable and is held within a business model whose objective
is to consume substantially all the economic benefits embodied in the property over time, rather
than through sale.

Offsetting

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income tax assets
and liabilities relate to income tax levied by the same taxation authority on either the taxable entity
or different taxable entities where there is an intention to settle the balances on a net basis.

(p) Employee benefits

()

Pension obligations

Pursuant to the relevant local regulations in the PRC, the PRC subsidiary of the Group participate
in government defined contribution retirement benefit schemes and is required to contribute to
the scheme to fund the retirement benefits of the eligible employees. Contributions made to the
schemes are calculated based on certain percentages of the applicable payroll costs or fixed
sums for each employee with reference to a salary scale, as stipulated under the requirements in
the PRC. The Group has no further obligation beyond the required contributions. All contributions
made to the schemes are not refundable or forfeitable. The contributions under the schemes are
expensed as incurred.
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4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(P)

(@)

Employee benefits — continued

(i) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for
these benefits. The Group recognises termination benefits when it is demonstrably committed
to either: terminating the employment of current employees according to a detailed formal plan
without possibility of withdrawal; or providing termination benefits as a result of an offer made to
encourage voluntary redundancy based on the number of employees expected to accept the offer.
Benefits falling due more than twelve months after the end of reporting period are discounted to
present value.

(i)  Employee leave entitlements

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 end of reporting period.

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

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources will be required to settle the obligation; and the
amount has been reliably estimated. Restructuring provisions comprise lease termination penalties and
employee termination payments. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expense.
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4,

SIGNIFICANT ACCOUNTING POLICIES - continued

(r)

(s)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the provision of
services in the ordinary course of the Group’s activities. Revenue is shown net of discount and after
eliminating revenue made between the group companies. The Group recognises revenue when the
amount of revenue can be reliably measured; when it is probable that future economic benefits will flow
to the entity; and when specific criteria have been met for each of the Group’s activities, as described
below.

Rental income

Rental income received and receivable from investment properties is recognised in profit or loss on a
straight-line basis over the term of lease.

Interest income

Interest income is recognised using the effective interest method.

Government grants

Grants from government are recognised at fair value where there is a reasonable assurance that the
grant will be received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in profit or loss over the period
necessary to match them with the costs that they are intended to compensate.
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4,

SIGNIFICANT ACCOUNTING POLICIES - continued

() Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are

classified as operating leases.

(i)  The Group is the lessee other than operating lease of land use rights

Payments made under operating leases (net of any incentives received from the lessor) are
charged to profit or loss on a straight-line basis over the period of the lease.

(i) The Group is the lessee under operating lease of land use rights

Land use rights under operating lease, which mainly comprised land use rights to be developed for
self-use buildings, are stated at cost and subsequently amortised in profit or loss on a straight-line
basis over the operating lease periods.

(iii)  The Group is the lessor

Assets leased out under operating leases are included in investment properties.

(u) Dividend distribution

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

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

Estimates and judgments are continually evaluated and are based on historical experience and other factors,

including expectations of future events that are believed to be reasonable under the circumstances.

The 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 addressed below.

(a)

(b)

Estimated fair value of investment properties and available-for-sale financial asset

The fair value of investment properties and available-for-sale financial asset are determined using
valuation technique. Details of the judgments and assumptions have been disclosed in Notes 15, 17 and
34.

Estimated provision on the relevant tax liabilities arising from the restructuring and preparation
for the listing and corresponding government grant

In preparation for the listing of the Company’s shares, all land titles were rationalised amongst the
subsidiaries of REC in prior years. The transfers of land titles were subject to taxes. According to
an approval circular from the People’s Government of Langfang City, the Group was granted with a
special fund to subsidise the Group’s provision on the relevant tax liabilities arising from the land title
transfer with related companies. As a result, the Group recorded provision on the relevant tax liabilities
arising from its restructuring and preparation for the listing of RMB21,015,000 included in “Current
tax liabilities”, and government subsidy receivables of the same amount included in “Trade and other
receivables and prepayments” since prior years.

During the year ended 30 June 2017, the provision on the relevant tax liabilities has been fully reversed
because the related outflow of economic benefits became not probable but possible during the year
based on the assessment of the directors of the Company with reference to the prevailing tax rules
and government notices, and the related tax obligation is therefore disclosed in Note 31. Government
subsidy receivables of the same amount have also been fully reversed as at 30 June 2017. This change
in accounting estimate has been accounted for prospectively during the current year.

Significant judgment is required in determining the provision for relevant taxes arising from the land
rationalisation and corresponding amount of government grant income. Relevant taxes provisions
arising from the transfer of land titles will be filed along with the progression of the land rationalisation.
Where the final tax outcome of the land title transfers is different from the recognised amounts, such
differences will impact the relevant tax provision and government grant will be adjusted correspondingly,
in the period in which such determination is made.
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6.

SEGMENT REPORTING AND REVENUE

The executive directors of the Company, who are the CODM of the Group, review the Group’s internal
reporting in order to assess performance and allocate resources. Management has determined the operating
segments based on reports reviewed by the executive directors of the Company that are used to make
strategic decisions.

Management regularly reviews the operating results from a service category perspective. The reportable
operating segments derive their revenue primarily from education facilities leasing. As the revenue from
the commercial leasing for supporting facilities is below 10% of the total revenue during the year, business
segment information is not considered necessary.

As the executive directors consider most of the Group’s revenue and results are derived from education
facilities leasing and commercial leasing for supporting facilities in the PRC and no significant consolidated
assets of the Group are located outside the PRC, geographical segment information is not considered
necessary.

Analysis of revenue by category for the year is as follows:

2017 2016
RMB’ 000 RMB’ 000

Revenue:
— Education facilities leasing 57,013 65,371
— Commercial leasing for supporting facilities 3,323 3,248
60,336 68,619

Information about major customers

The Group’s revenue was derived from the following external customers that individually contributed more
than 10% of the Group’s revenue for the year:

2017 2016

RMB’ 000 RMB’ 000

College A 39,453 41,131
College B 7,545 15,008
College C * — 7,583
46,998 63,722

*

The revenue from this customer in the year ended 30 June 2017 accounted for less than 10% of the Group’s revenue
for the year.
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7. OTHER (LOSSES)/GAINS, NET

2017 2016
RMB’ 000 RMB’ 000
Gains on disposal of property, plant and equipment 146 —
Net foreign exchange gains/(losses) (2,132) 2,115
Others 345 2
(1,641) 2,117
8. PROFIT BEFORE INCOME TAX
This is arrived at after charging/(crediting):
2017 2016
RMB’ 000 RMB’ 000
Auditor’s remuneration 725 580
Direct operating expenses arising from investment properties
that generated rental income during the year 16,761 21,715
Direct operating expenses arising from investment properties
that did not generate rental income during the year 4,704 4,391
Government grants reversed/(recognised) (Note) 21,015 (5,000)

Note: During the year ended 30 June 2016, the Group successfully applied for listing reward (the “Reward”) of
RMB5,000,000 in aggregate, set up by the Local Financial Bureau. The purpose of the Reward is to encourage listing
of local entities to capital markets, both local and overseas, by rewarding entities who have successfully listed on the
capital markets.

During the year ended 30 June 2017, government subsidy receivables of RMB21,015,000 have been reversed.
Further details are set out in Notes 5 and 19.

9. EMPLOYEE COSTS

2017 2016
RMB’ 000 RMB’ 000

Employee costs (including directors’ emoluments) comprise:
Wages and salaries 2,042 2,258
Other allowances and benefits 98 116
Contributions to defined contribution retirement plans 164 163
2,304 2,537
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10. DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to Section 383 of the Hong Kong Companies Ordinance, Cap.
622 and the Companies (Disclosure of Information about Benefits of Directors) Regulation, Cap. 622G are as

follows:
Contributions
to retirement
Salaries and benefits
Fees other benefits scheme Total
2017 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
Chew Hua Seng — — — —
Liu Ying Chun — 2 — 2
He Jun 154 — — 154
Lam Bing Lun, Philip 154 — — 154
Wilson Teh Boon Piaw 154 — — 154
Tan Yeow Hiang, Kenneth 154 — — 154
616 2 — 618
2016
Chew Hua Seng — — — —
Liu Ying Chun — 319 — 319
He Jun 42 — — 42
Lam Bing Lun, Philip 146 — — 146
Wilson Teh Boon Piaw 146 — — 146
Tan Yeow Hiang, Kenneth 146 == == 146
480 319 — 799

No director waived any emolument during the years ended 30 June 2016 and 2017.

During the years ended 30 June 2016 and 2017, Mr. Chew Hua Seng, a director of the Company, is also a
director of REC, whose emoluments were borne by REC.
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11. FIVE HIGHEST PAID INDIVIDUALS

Of the five individuals with the highest emoluments in the Group, three (2016: three) were directors of the
Company whose emoluments are included in the disclosures in Note 10 above. The emoluments of the
remaining two (2016: two) individuals were as follows:

2017 2016
RMB’ 000 RMB’ 000
Salaries and other benefits 563 470
Contributions to defined contribution retirement plans — —
563 470
Their emoluments fell within the following band:

2017 2016
Number of Number of
individuals individuals

HK$Nil to HK$1,000,000 (equivalent to approximately
RMB878,000 (2016: RMB853,000)) 2 2

12. INCOME TAX

The amount of income tax in the consolidated statement of profit or loss and other comprehensive income

represents:
2017 2016
RMB’ 000 RMB’ 000
Current tax
— Corporate income tax for the year 4,301 3,423
— Over-provision in respect of prior years (583) (214)
— Reversal of provision on tax liabilities arising from restructuring and
preparation for the listing previously recognised (Notes 5 and 31) (21,015) —
(17,297) 3,209
Deferred tax (Note 23) 10,044 15,092
Income tax (7,253) 18,301
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12.

INCOME TAX - continued

PRC corporate income tax

The corporate income tax rate applicable to the Group’s entity located in the PRC (the “PRC Subsidiary”) is
25% pursuant to the Corporate Income Tax Law of the PRC (the “PRC CIT Law”).

PRC withholding income tax

According to the PRC CIT Law, starting from 1 January 2008, a withholding tax of 10% will be levied on the
immediate holding companies outside the PRC when their PRC subsidiaries declare dividend out of profits
earned after 1 January 2008. A lower withholding tax rate of 5% may be applied when the immediate holding
companies of the PRC subsidiaries are incorporated in Hong Kong and fulfill requirements under the tax treaty
arrangements between the PRC and Hong Kong.

Hong Kong profits tax

No provision for Hong Kong profits tax has been made in these consolidated financial statements as the
Group did not have assessable profit in Hong Kong during the current and prior years.

Malaysian income tax
The Malaysian income tax rate applicable to the Group’s entity located in Malaysia is 24%.

The income tax for the year can be reconciled to the profit before income tax in the consolidated statement of
profit or loss and other comprehensive income as follows:

2017 2016

RMB’ 000 RMB’ 000

Profit before income tax 35,348 71,782
Tax calculated at applicable domestic tax rates 8,854 18,229
Tax effect of share of results of an associate (837) —
Tax effect of expenses not deductible for tax purposes 7,282 875

Tax effect of revenue not taxable for tax purposes (954) (589)

Over-provision in respect of prior years (583) (214)

Reversal of provision on tax liabilities arising from restructuring and

preparation for the listing previously recognised (21,015) —
Income tax (7,253) 18,301
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13. EARNINGS PER SHARE

The calculation of basic earnings per share is based on the profit attributable to owners of the Company and
the weighted average number of ordinary shares in issue during the year.

2017 2016
RMB’ 000 RMB’ 000
Earnings
Earnings for the purposes of basic earnings per share 42,193 52,913
Number of shares
Weighted average number of ordinary shares for the
purposes of basic earnings per share 180,000,000 180,000,000

The Company did not have any potential ordinary shares outstanding during the current and prior years.
Diluted earnings per share are equal to basic earnings per share.
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14. PROPERTY, PLANT AND EQUIPMENT

Furniture,
fittings and

Buildings equipment Machinery Total

RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
Cost
At 1 July 2015 5,074 4,597 8,782 18,453
Additions — 20 — 20
At 30 June 2016 and 1 July 2016 5,074 4,617 8,782 18,473
Additions — 139 92 231
Disposals — (1,269) (35) (1,304)
At 30 June 2017 5,074 3,487 8,839 17,400
Accumulated depreciation
At 1 July 2015 108 3,636 8,680 12,424
Depreciation 130 175 39 344
At 30 June 2016 and 1 July 2016 238 3,811 8,719 12,768
Depreciation 130 188 32 350
Eliminated on disposals — (1,269) 9) (1,278)
At 30 June 2017 368 2,730 8,742 11,840
Net carrying value
At 30 June 2017 4,706 757 97 5,560
At 30 June 2016 4,836 806 63 5,705
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15.

INVESTMENT PROPERTIES

The fair value of investment properties is a level 3 recurring fair value measurement. A reconciliation of the

opening and closing fair value balance is as follows:

2017 2016
RMB’ 000 RMB’ 000

Fair value
At beginning of year 892,183 860,436
Additions 67,796 2,880
Exchange realignment (1,459) —
Change in fair value 22,996 28,867
At end of year 981,516 892,183

As at 30 June 2016 and 2017, all investment properties were completed.

(a)

Valuation

Independent valuations of the Group’s investment properties were performed by DTZ Cushman &
Wakefield Limited (“DTZ”), an independent firm of professionally qualified valuers, to determine the fair
value of the Group’s investment properties as at 30 June 2017, by valuation method using significant
unobservable inputs (Level 3).

The Group’s policy is to recognise transfers into and transfers out of fair value hierarchy levels as of the
date of the event or change in circumstances that caused the transfer. There were no transfers between
Levels 1, 2 and 3 during the years ended 30 June 2016 and 2017.

Valuation basis

The Group obtains independent valuations from DTZ for its investment properties at least annually.
At the end of each reporting period, the directors update their assessment of the fair value of each
property, taking into account the most recent independent valuations. The directors determine a
property’s value within a range of reasonable fair value estimates.
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15. INVESTMENT PROPERTIES - continued

(@) Valuation - continued

Valuation basis — continued

The best evidence of fair value is current prices in an active market for similar investment leases and
other contracts. Where such information is not available, the directors consider information from a
variety of sources including:

()  Current prices in an active market for properties of different nature or recent prices of similar
properties in less active markets, adjusted to reflect those differences.

(i)  Discounted cash flow projections based on reliable estimates of future cash flows.

(i) Capitalised income projections based upon a property’s estimated net market income, and a
capitalisation rate derived from an analysis of market evidence.

Valuation techniques

Fair value of completed investment properties is generally derived using the income capitalisation
approach.

Income capitalisation approach (term and reversionary method) largely uses observable inputs (e.g.
market rent, yield, etc.) and takes into account the significant adjustment on term yield to account for
the risk upon reversionary and the estimation in vacancy rate after expiry of current lease.
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15. INVESTMENT PROPERTIES - continued

(@) Valuation - continued

Valuation techniques — continued

Information about fair value measurements using significant unobservable inputs (Level 3):

Fair value
asat Valuation

Description 30 June 2017 technique
RMB’000
Completed investment 914,770 Income capitalisation
properties in the PRC approach
Completed investment 66,746 Income capitalisation
properties in Malaysia approach

Unobservable
inputs

Unit monthly rent
(RMB/sqg.m.)

Reversionary yield

Unit monthly rent
(RM/psf)

Reversionary yield

Range of

unobservable

inputs

(probability-

weighted
average)

Teaching:
18.5-21.5
Dormitory:
17.0-21.5
Retail: 18
8.5%

3.85-5.35

4.5%

Relationship of
unobservable inputs
to fair value

The higher the unit monthly
rent, the higher the fair
value

The higher the reversionary
yield, the lower the fair
value

The higher the unit monthly
rent, the higher the fair
value

The higher the reversionary
yield, the lower the fair
value

(b) As at 30 June 2017, investment properties of RMB49,181,000 are pledged to secure a banking
facility of the Group (2016: RMBNil) (Note 22).

() There were no changes to the valuation techniques during the year. The fair value measurement is

based on the above properties’ highest and best use, which does not differ from their actual use.
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16. INTEREST IN AN ASSOCIATE

2017 2016
RMB’ 000 RMB’ 000
Share of net assets other than goodwill 28,210 21,153
Goodwill 2,652 2,652
30,862 23,805
Details of the associate are as follows:
Place of incorporation, operation Percentage of
Name and principal activity ownership interest
2017 2016
Axiom Properties Limited Property investment and
(“Axiom”) development in Australia 19.56% 19.90%

Notwithstanding that the Group’s ownership interest in Axiom is less than 20%, the Group had the right to
appoint representative on the board of directors of Axiom. The directors of the Company therefore considered
the Group had the power to exercise significant influence and accounted for the interest in Axiom as an
associate since the date the Group had the significant influence.

The primary business of Axiom is in alignment with the Group’s business of provision of education facilities
rental services.

Summarised financial information of Axiom is as follows:

2017 2016
RMB’ 000 RMB’ 000
As at 30 June
Current assets 128,223 17,021
Non-current assets 260,674 320,689
Current liabilities (67,249) (4,528)
Non-current liabilities (177,425) (226,887)
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

16.

17.

INTEREST IN AN ASSOCIATE - continued

Year ended Period ended
30 June 2017 30 June 2016
RMB’ 000 RMB’ 000
Revenue 26,396 10,511
Profit for the year/period 25,930 4,623
Other comprehensive income 10,148 6,984
Total comprehensive income 36,078 11,607
Dividend received from an associate — —
2017 2016
RMB’ 000 RMB’ 000

Reconciled to the Group’s interest in an associate
Gross amounts of net assets of the associate 144,223 106,295
Group’s effective interest 19.56% 19.90%
Groups share of net assets of the associate 28,210 21,153
Goodwill 2,652 2,652
30,862 23,805

AVAILABLE-FOR-SALE FINANCIAL ASSET

During the prior year, the Group acquired additional 5% equity interest in Axiom at a cash consideration of
approximately RMB5,766,000, in addition to 14.9% equity interest in Axiom held by the Group in prior thereto.
The equity interest in Axiom held by the Group had been accounted for as associate of the Group since prior
year, details of which are set out in Note 16. Upon the de-recognition of the Group’s equity interest in Axiom
as available-for-sale financial asset, the related accumulated fair value changes in available-for-sale financial
asset reserve of RMB1,887,000 was charged to the profit or loss in prior year.

During the prior year, the Group acquired 12.77% equity interest in 4 Vallees Pte. Ltd. (“4 Vallees”), a private
company incorporated in Singapore with limited liability and the then wholly-owned subsidiary of REC, at a
cash consideration of approximately RMB16,741,000, by subscription of ordinary shares of 4 Vallees.

The increase in fair value of the Group’s available-for-sale financial asset of RMB1,217,000 (2016:
RMB911,000) was recognised in other comprehensive income for the year ended 30 June 2017, resulting in
the carrying value of RMB18,869,000 (2016: RMB17,652,000) as at 30 June 2017.
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18.

19.

PREPAYMENTS FOR PURCHASE OF PROPERTY, PLANT AND EQUIPMENT, INVESTMENT
PROPERTIES AND OTHER INVESTMENT

As at 30 June 2017, included in the balances is an amount of RMB26,636,000 paid for purchase of additional
13.58% equity interest in 4 Vallees by subscription of additional ordinary shares of 4 Vallees. The remaining
balance is an amount of RMB25,000,000 paid for purchase of construction materials for the construction of

dormitories.

As at 30 June 2016, included in the balances was an amount of RMB64,000,000 paid for purchase of
investment properties from (i) the wife of Mr. Chew Hua Seng, a director of the Company, who is also a
director of REC; and (ii) an entity controlled by the wife of Mr. Chew Hua Seng. The acquisition has been
completed during the year, resulting in additions of investment properties in the amount of RMB64,800,000.

TRADE AND OTHER RECEIVABLES AND PREPAYMENTS
2017 2016
RMB’ 000 RMB’ 000
Trade receivables (Note (a)) 2,839 2,036
Other receivables (Note (b)) 6,049 27,007
Prepayments — 9,800
8,888 38,843

Notes:

(@) Included in trade receivables as at 30 June 2017 is an amount due from a fellow subsidiary of RMB1,309,000, which
is unsecured, interest-free and repayable on demand.

(b) Included in other receivables as at 30 June 2016 were government subsidy receivables of RMB21,015,000, which
have been fully reversed during the year, as further detailed in Notes 5 and 8.

The carrying amounts of the Group’s trade and other receivables and prepayments approximate their fair
values.
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30 JUNE 2017

19. TRADE AND OTHER RECEIVABLES AND PREPAYMENTS - continued

The majority of the Group’s revenue is received in advance. Revenue from education facilities leasing
and commercial leasing for supporting facilities is settled by installments in accordance with the payment
schedules specified in the agreements. The aging analysis of trade receivables by revenue recognition date is

as follows:
2017 2016
RMB’ 000 RMB’ 000
Within 3 months 1,662 63
3 to 6 months 777 200
6 to 12 months — 1,373
Over 1 year 400 400
2,839 2,036

As of 30 June 2017, trade receivables of RMB2,839,000 (2016: RMB2,036,000) were past due but not
impaired. These relate to independent customers for whom there is no significant financial difficulty and based
on past experience, the overdue amounts can be recovered. The aging analysis of these trade receivables is

as follows:
2017 2016
RMB’ 000 RMB’ 000
1 to 3 months past due 1,662 63
More than 3 months but less than 12 months past due 777 1,573
More than 12 months past due 400 400
2,839 2,036
The following table reconciled the impairment loss on trade receivables for the year:
2017 2016
RMB’ 000 RMB’ 000
At the beginning of year —
Impairment loss recognised 491 —
At the end of year 491

As at 30 June 2017, the Group’s trade receivables of RMB491,000 (2016: RMBNil) were individually
determined to be impaired. The individually impaired receivables related to customers that were in default in
principal payments and management assessed that the receivables are not expected to be recovered.
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20. PLEDGED BANK DEPOSIT

As at 30 June 2017, pledged bank deposit was pledged to secure a banking facility of the Group.

21. TRADE AND OTHER PAYABLES AND ACCRUALS

2017 2016

RMB’ 000 RMB’ 000

Trade payables 6,015 5,799
Other payables and accruals 9,514 13,113
15,529 18,912

Trade payables are generated by the daily maintenance costs for the education facilities. The aging analysis

of the trade payables based on invoice date is follows:

2017 2016
RMB’ 000 RMB’ 000
Within 3 months 3,344 1,380
3 to 6 months 1,411 1,375
6 to 12 months 1,231 2,552
Over 1 year 29 492
6,015 5,799

22. BANK BORROWINGS, SECURED
2017
RMB’ 000
Bank borrowings due for repayment within one year 19,316
Bank borrowings due after one year but within two years 1,582
Bank borrowings due after two years but within five years 4,747
Bank borrowings due after five years 23,341
29,670
48,986
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NOTES TO THE FINANCIAL STATEMENTS
30 JUNE 2017

22. BANK BORROWINGS, SECURED - continued

23.

Notes:

@

(b)

Bank borrowings are interest-bearing at floating rates. The interest rates of the Group’s bank borrowings as at 30
June 2017 granted under banking facilities ranged from 5.80% to 5.96% per annum.

As at 30 June 2017, the banking facilities of the Group were secured by certain investment properties of the Group
(Note 15), pledged bank deposit (Note 20) and corporate guarantee of the Company.

As at 30 June 2017, the carrying amount of bank borrowings granted from a bank in Malaysia that is not repayable
within one year from the end of the reporting period but contains repayment on demand clause amounted to
RMB29,670,000.

The directors of the Company have obtained legal opinion that, in accordance with the case laws established in
Malaysia, the mere inclusion of a repayment on demand clause in a term loan agreement governed under the laws of
Malaysia would not allow the banks to early terminate the facilities granted and to seek immediate repayment from
the borrower unless there is a breach by the borrower, as the clause would not override other terms and conditions
provided in the term loan agreement.

Accordingly, the liability associated with the bank borrowings of the Group raised in Malaysia that contained a
repayment on demand clause is classified as current and/or non-current liability as at 30 June 2017 in accordance
with other terms and conditions as stated in the term loan agreement.

DEFERRED TAX LIABILITIES

Details of the deferred tax liabilities recognised and movements during the current and prior years are as

follows:
Revaluation
of investment
properties
RMB’ 000
At 1 July 2015 35,771
Charged to profit or loss (Note 12) 15,092
At 30 June 2016 and 1 July 2016 50,863
Charged to profit or loss (Note 12) 10,044

At 30 June 2017 60,907

Deferred income tax liabilities of RMB70,065,000 (2016: RMB66,032,000) have not been recognised for the
withholding income tax that would be payable on the unremitted earnings of the PRC subsidiary as at 30 June

2016 and 2017, as the Group currently does not have any plan to declare or distribute dividends from the
PRC subsidiary. The unremitted earnings totally amounted to RMB700,653,000 (2016: RMB660,322,000) as at
30 June 2017.
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24. SHARE CAPITAL

The share capital as at 30 June 2016 and 2017 represented the issued share capital of the Company as

follows:
Number of
ordinary Share Share
shares capital capital
Shares HK$ RMB
Issued and fully paid 180,000,000 516,320,500 411,936,000

Note: No movement was noted for the share capital during the years ended 30 June 2016 and 2017.
25. RESERVES

The Group

The reconciliation between the opening and closing balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes in equity.
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25. RESERVES - continued

The Company

Details of the changes in the Company’s individual components of equity between the beginning and the end
of the year are set out below:

Available-
for-sale
financial Accumulated

asset reserve losses Total
RMB’ 000 RMB’ 000 RMB’ 000
Balance at 1 July 2015 1 (19,550) (19,549)
Loss for the year — (4,252) (4,252)
Fair value losses on available-for-sale
financial assets, net 977) — 977)
Reclassification adjustment on de-recognition
of an available-for-sale financial asset 1,887 — 1,887
Dividends paid — (17,843) (17,843)
Balance at 30 June 2016 and 1 July 2016 911 (41,645) (40,734)
Loss for the year — (5,574) (5,574)
Fair value gain on available-for-sale financial asset 1,217 — 1,217
Dividends paid (12,679) (12,679)
2,128 (59,898) (57,770)

The following describes the nature and purpose of reserves within owners’ equity:

Reserve Description and purpose
Other reserves On consolidation, the reserves mainly arose from group reorganisation in
prior years
Available-for-sale financial Gains or losses arising on recognising financial assets classified as available-
asset reserve for-sale at fair value.
Exchange reserve Gains or losses arising on retranslating the net assets of foreign operations

into presentation currency.
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26. DIVIDENDS

2017 2016
RMB’ 000 RMB’ 000
Proposed 2017 final dividend — HK4.0 cents
(equivalent to approximately RMB3.5 cents) per share 6,278 —
Declared 2017 interim dividend — HK4.0 cents
(equivalent to approximately RMB3.5 cents) per share 6,381 —
Proposed 2016 final dividend — HK4.0 cents
(equivalent to approximately RMB3.4 cents) per share — 6,166
Declared 2016 interim dividend — HK4.0 cents
(equivalent to approximately RMB3.3 cents) per share — 6,027

The proposed final dividend was subjected to the approval of the Company’s shareholders at the forthcoming
annual general meeting.

27. LEASES

Operating leases - lessor

The Group’s investment properties are leased to tenants under operating leases with lease term ranging from
one to ten years. The minimum rent receivables under non-cancellable operating leases are as follows:

2017 2016

RMB’ 000 RMB’ 000

Not later than one year 13,288 48,658
Later than one year but not later than five years 30,305 1,239
More than five years 3,996 —
47,589 49,897
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28. COMPANY’S STATEMENT OF FINANCIAL POSITION

Notes 2017 2016
RMB’000 RMB’ 000
Non-current assets
Investments in subsidiaries 29 335,063 331,890
Investment in an associate 21,495 21,495
Prepayment for purchase of other investment 26,636 —
Available-for-sale financial asset 17 18,869 17,652
402,063 371,037
Current assets
Amount due from a subsidiary 30,290 64,800
Cash and cash equivalents 3,531 1,599
33,821 66,399
Current liabilities
Other payables and accruals 1,919 1,575
Amount due to a subsidiary 62,065 64,659
Bank borrowings, secured 17,734 —
81,718 66,234
Net current assets (47,897) 165
NET ASSETS 354,166 371,202
Capital and reserves
Share capital 24 411,936 411,936
Reserves 25 (57,770) (40,734)
TOTAL EQUITY 354,166 371,202
On behalf of directors
Chew Hua Seng Liu Ying Chun
Chairman and Executive Director Chief Executive Officer and Executive Director
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29.

30.

INVESTMENTS IN SUBSIDIARIES

The following list contains the particulars of the subsidiaries which principally affected the results, assets or

liabilities of the Group for the year ended 30 June 2017.

Percentage of
ownership
Form of Place of establishment/ Description of interest,
business operation and paid-up voting rights
Name structure principal activity registered capital and profit share
Langfang Development Corporation Provision of education facilities RMB263,500,000 99%
Zone Oriental University City rental services in the PRC
Education Consultancy Co., Ltd. #
BORERR A AEH
HEBARRAR
OUC Malaysia Sdn. Bhd. Corporation Provision of education facilities Malaysian Ringgit 100%
rental services in Malaysia 2,000,000

#

The English name of the subsidiary represented the best effort by management of the Company in translating its
Chinese name as it does not have official English name.

RELATED PARTY TRANSACTIONS

The Group is controlled by REC and Mr. Chew Hua Seng, the founding shareholder of REC, is the ultimate

beneficial owner of the Group.

(a)

Transactions with related parties

In addition to the transactions and balances disclosed elsewhere in the consolidated financial
statements, the Group entered into the following related party transactions:

2017 2016
RMB’ 000 RMB’ 000

Rental income received from:
Fellow subsidiaries 2,036 80

The transactions were carried out in the normal course of the business activities of the Group and were
conducted at terms mutually agreed by the respective parties.
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30.

31.

32.

33.

RELATED PARTY TRANSACTIONS - continued
(b) Acquisition of investment properties

During the year ended 30 June 2017, the Group acquired investment properties from related parties,
details of which are set out in Note 18.

(c) Compensation of key management personnel

The emoluments of the key management personnel during the year comprised only the directors whose
remuneration is set out in Note 10.

TAX MATTER

As further detailed in Note 5, during the year ended 30 June 2017, the provision on the relevant tax liabilities
of RMB21,015,000 has been fully reversed because the related outflow of economic benefits became
not probable but possible during the year based on the assessment of the directors of the Company with
reference to the prevailing tax rules and government notices. In the event that the Group is required by the tax
bureau to settle the related tax liabilities, the Group would be granted with a special fund of the same amount
to subsidise the Group’s relevant tax liabilities.

CAPITAL COMMITMENTS

As at 30 June 2016 and 2017, the Group did not have any significant capital commitment.

SUMMARY OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES BY CATEGORY

The following shows the carrying amount and fair value of financial assets and liabilities:

Group
2017 2016
RMB’ 000 RMB’ 000
Financial assets
Available-for-sale financial asset, at fair value 18,869 17,652
Loans and receivables, at amortised cost
— Trade and other receivables 8,888 29,043
— Pledged bank deposit 20,000 —
— Cash and cash equivalents 14,278 4,866
Financial liabilities
Financial liabilities, at amortised cost
— Trade and other payables 12,916 14,640
— Bank borrowings, secured 48,986 —
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34. FINANICAL RISK MANAGEMENT

(a)

Financial risk factors

The Group’s activities expose it to a variety of financial risks: credit risk and liquidity risk. The Group’s

overall risk management program focuses on the unpredictability of financial markets and seeks to

minimise potential adverse effects on the Group’s financial performance.

U

Crediit risk

Credit risk is the potential financial loss resulting from the tenants defaulting to pay rental fees
when due, resulting in a loss to the Group. During the year ended 30 June 2017, the Group
provided education facilities leasing and commercial leasing for supporting facilities to five largest
customers (2016: five) which accounts for 92.2% (2016: 94.5%) of the Group’s total revenue. As
at 30 June 2016 and 2017, there were 31% (2016: 35%) of trade receivables due from these five
customers.

For the consideration of collectability, management has not made any provision for trade
receivables as of 30 June 2016 and 2017. The Group believes there is no further credit risk
provision required in excess of the normal provision for bad and doubtful debts.

Cash and fixed deposits are placed with licensing banks which are all high-credit-quality financial
institutions. Management expects the counterparty would be able to meet its obligations.

The maximum exposure to credit risk is mainly represented by the carrying amount of cash and
cash equivalents and trade and other receivables.
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34. FINANICAL RISK MANAGEMENT - continued

(a

Financial risk factors - continued

(i)

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents and
the availability of funding. Management believes that liquidity risk has been mitigated during the
year ended 30 June 2017.

To manage the liquidity risk, management monitors rolling forecasts of cash and cash equivalents
on the basis of expected cash flows. The Group expects to fund its future cash flow needs through
internally generated cash flows from operations and equity funding.

The following table details the remaining contractual maturities of the Group’s non-derivative
financial liabilities, which is based on contractual undiscounted cash flows (including interest
payments computed using contractual rates, if floating, based on rates current at the year-end
dates) and the earliest date the Group can be required to pay.

Total More than More than

contractual one year but two years
Carrying undiscounted Within less than  but less than More than
amount cash flow one year two years five years five years

RMB’ 000 RMB’ 000 RMB’000 RMB’ 000 RMB’ 000 RMB’ 000

As at 30 June 2017

Trade and other payables 12,916 12,916 12,916 — — —

Bank borrowings, secured 48,986 61,089 19,849 2,722 7,812 30,706
61,902 74,005 32,765 2,722 7,812 30,706

As at 30 June 2016

Trade and other payables 14,640 14,640 14,640 — —
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34. FINANICAL RISK MANAGEMENT - continued

(b)

(c)

Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce any unnecessary cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

As of 30 June 2017, the Group has bank borrowings amounted to RMB48,986,000 (2016: RMB Nil). The
capital structure of the Group consists of equity attributable to the owners of the Company, comprising
issued share capital and reserves amounted to RMB995,516,000 (2016: RMB962,801,000).

Fair value estimation

The carrying amounts of the Group’s financial assets including cash and cash equivalents, trade and
other receivables and trade and other payables approximate their fair values.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

Information about Level 3 fair value measurement

As at 30 June 2016, the fair value of the Group’s unlisted equity investment in 4 Vallees is determined
with reference to the net assets value of 4 Vallees adjusted for lack of control discount. The fair value
measurement is negatively correlated to the discount for lack of control. As at 30 June 2016, it is
estimated that with all other variables held constant, a decrease/increase in discount for lack of control
by 1% would have increased/decreased the Group’s other comprehensive income by RMB220,000.

As at 30 June 2017, the fair value of the Group’s unlisted equity investment in 4 Vallees is based on cash
flows discounted using a rate based on the required rate of return specific to the unlisted securities. The
directors believe that the estimated fair values resulting from the valuation technique, which are recorded
in the consolidated statement of financial position, and the related changes in fair values, which are
recorded in other comprehensive income, are reasonable, and that they were the most appropriate
values at the end of the reporting period. As at 30 June 2017, it is estimated that with all other variables
held constant, a decrease/increase in required rate of return by 0.05% would have increased/decreased
the Group’s other comprehensive income by RMB737,000.
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34. FINANICAL RISK MANAGEMENT - continued

35.

(©)

Fair value estimation - continued

Information about Level 3 fair value measurement — continued

The following table provides an analysis of financial instruments carried at fair value by level of fair value

hierarchy:
Group and Company
2017
Level 1 Level 2 Level 3 Total
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
Available-for-sale financial asset
— Unlisted equity investment — — 18,869 18,869
Group and Company
2016
Level 1 Level 2 Level 3 Total
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
Available-for-sale financial asset
- Unlisted equity investment — — 17,652 17,652

There was no transfer between levels during the current and prior years.

The movements during the year in the balance of the Level 3 fair value measurements are as follows:

Unlisted equity investment

Available-for-sale financial asset

2017 2016
RMB’ 000 RMB’ 000
At beginning of year 17,652 —
Purchase — 16,741
Total gain or loss:

— in other comprehensive income (included in changes
in fair value of available-for-sale financial asset) 1,217 911
At end of year 18,869 17,652

MAJOR NON-CASH TRANSACTION

During the year ended 30 June 2017, the Group acquired investment properties of RMB64,800,000 which was
set off against prepayments for purchase of property, plant and equipment and investment properties in the

same amount.
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INVESTMENT PROPERTIES
At June 30, 2017

Name and Location Lease Expiry

Various land and buildings Medium term
at Oriental University City, Langfang

Economic and Technology

Development Zone,

Langfang City, Hebei Province,

the People’s Republic of China

Various Land and buildings Medium term
at Section 88A Town of Kuala Lumpur,

District of Kuala Lumpur, State of

Wilagah Persekutuan Kuala Lumpur,

Malaysia.
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Usage

Teaching buildings

Student and staff dormitories
Retail

Ancillary facilities

Land
Teaching buildings

Land

Approximate
Gross Floor
Area

(square metres)

121,256
144,490
42,505
3,119

311,370
487,268
3,754

5,336

Group’s
Interest (%)

99%

100%



FINANCIAL SUMMARY

The financial information relating to the year ended June 30, 2017 included in this financial summary does not
constitute the Company’s statutory annual consolidated financial statements for that year but is derived from those
financial statements. Further information relating to these statutory financial statements required to be disclosed in
accordance with Section 436 of the Hong Kong Companies Ordinance, Cap. 622 (the “Companies Ordinance”) is

as follows:
For the year ended
2013 2014 2015 2016 2017

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
RESULTS
Revenue 68,550 59,643 61,588 68,619 60,336
Operating profit 109,382 42,723 58,217 71,045 36,189
Interest income 4,033 1,235 210 737 38
Interest expense on bank borrowings (4,008) — — — (879
Profit before income tax 109,407 43,958 58,427 71,782 35,348
Income tax credits/(expenses) 5,304 (3,133) (15,777) (18,301) 7,253
Profit for the year 114,711 40,825 42,650 53,481 42,601
Attributable to:
Owners of the Company 113,484 40,405 42,128 52,913 42,193
Non-controlling interests 1,227 420 522 568 408
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As at June 30
2013 2014 2015 2016 2017
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’000
ASSETS AND LIABILITIES
Non-current assets 761,899 816,979 884,082 1,019,345 1,088,443
Current assets 83,123 95,413 123,408 43,709 43,166
Current liabilities (57,033) (82,198) (39,240) (@1,774) (37,492)
Total assets less current liabilities 787,989 830,194 968,250 1,021,280 1,094,117
Non-current liabilities (19,024) (20,404) (35,771) (50,863) (90,577)
Net assets 768,965 809,790 932,479 970,417 1,003,540
CAPITAL AND RESERVES
Share capital 8 331,898 411,936 411,936 411,936
Reserves 762,851 471,366 513,495 550,865 583,580
Equity attributable to owners
of the Company 762,859 803,264 925,431 962,801 995,516
Non-controlling interests 6,106 6,526 7,048 7,616 8,024
Total equity 768,965 809,790 932,479 970,417 1,003,540

The Company will deliver the financial statements for the year ended June 30, 2017 to the Registrar of Companies
as required by Section 662(3) of, and Part 3 of Schedule 6 to, the Companies Ordinance.

The Company’s respective auditors have reported on those financial statements. The auditor’s reports were
unqualified; did not include a reference to any matters to which the auditors drew attention by way of emphasis
without qualifying their reports; and did not contain a statement under Sections 406(2), 407(2) or (3) of the
Companies Ordinance.
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