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

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

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

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

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

*  For identification purposes only
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N EEH
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Five-year Financial Summary

T EHBEHRE

Year ended Year ended Year ended Year ended Year ended
30 June 2017  30June 2016 30 June 2015 30 June 2014 30 June 2013
—E—tF ZE-RE —T-RF —T-mF —E-=F%
AA=1+H NA=TH ~NA=TH ANA=TH ~NA=TH
tFE HEE H5E HEE HEE
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FET FET FET FET
(restated)
(&)
Revenue g5 48,121 42,208 39,218 51,375 55,847
Cost of sales HEKA (46,029) (41,163) (70,440) (76,151) (90,602)
Gross profit/(loss) R,/ (£8) 2,092 1,045 (31,222) (24.776) (34,755)
Other revenue and other income* Hio s R Em A 2,628 195 769,456 3,513 517
Marketing and promotion expenses MEEEREERS (987) (842) (1,795) (1,783) (1,635)
Administrative expenses THEZ (36,161) (34,837) (277,230) (346,204) (328,540)
Other costs* Hipgiat (927,494) - - - -
(Loss)/profit before income tax BRETE R A (BB) /&7 (959,922) (34,439) 459,209 (369,250) (364,413)
Income tax B 106 130 55,135 13,041 19,195
(Loss)/profit from continuing SEREEBZ
operations (B18) /& (959,816) (34,309) 514,344 (356,209) (345,218)
Profit/(loss) for the year from BRIEEERY
discontinued operations FERH/ (BB) - - 206,249 (21,428)  (1,227,545)
(Loss)/profit for the year FE (BB)/EH (959,816) (34,309) 720,593 (377,637 (1,572,763)
(Loss)/profit attributable to:~ T SHEEE
(B18) /&7 —
Owners of the Company ARAERA (959,816) (34,309) 716,253 (371,458)  (1,563,182)
Non-controlling interest FEEH R R - - 4,340 (6,179) (9,581)
(959,816) (34,309) 720,593 (377,637 (1,572,763)

assets at fair value through profit or loss.

Other revenue and other income included changes in fair value of financial

Other costs included extinguishment of repayment of promissory notes and

borrowings, loss on issuance of convertible bonds, loss upon conversion of
convertible bonds, fair value loss on convertible bonds and impairment loss

on loan receivables.

HAp RN BIERATEH RS2 2RME
EXAFEED-

Hk A BEBEEALERRER BITARRES
ZEE RBRABRESEZER TRRESZAT
BEEBRERERZRERSE-

Note: The figures for the year ended 30 June 2013 have been re-represented as if ~ Afit - HE-T—=F A=+ HBUEFEZH8FTEEEY -
the outdoor advertising on billboards and outdoor display spaces segment HINESREPIEEMLZFINESESHMBERBEZ
has been discontinued at the beginning of the year ended 30 June 2013, T—=FXRA=Z+TBLEFE (M3 2&5FHHE)F9
the earliest period presented. BARIEAEE -

As at 30 June

RAA=+H
2017 2016 2015 2014 2013
“B2-t§f TR —E-1F “ET-@mF _"T-=F
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FHET

Total assets REE 33,434 31,097 34,995 330,821 655,713

Total liabilities BafE (617,660) (165,427) (136,060) (1,345,193) (1,561,742)

Shareholders’ funds RRE S (584,226) (134,330) (101,065) (1,003,814) (902,102)

Non-current assets FRBEE 15,473 1,012 1,800 210,483 520,765

Current assets MEEE 17,961 30,085 33,195 120,338 134,948

Current liabilities REARE (91,310) (155,321) (135,824) (596,144) (389,315)

Non-current liabilities E ik i=Y (526,350) (10,106) (236) (749,049)  (1,172,427)
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Management Discussion and Analysis
,_.q IE Jﬁ Z nHB \ /-\ *Fl'

BUSINESS AND FINANCIAL PERFORMANCE
Inno-Tech Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) are
principally engaged in the provision of outdoor advertising on
buses and bus stations and television advertising operation
in the People’s Republic of China (the “"PRC") and event

management and marketing services in Hong Kong.

The Group reported a revenue of approximately
HK$48,121,000 for the year ended 30 June 2017, representing
an increase of approximately 14% compared with the revenue
of approximately HK$42,208,000 for the year ended 30 June
2016. During the year ended 30 June 2017, a significant
part of the revenue was contributed from the buses and bus
stations advertising business whereas an approximately 2.78%
of the revenue was contributed from event management and
marketing services business.

The marketing and promotion expenses for the year ended 30
June 2017 amounted to approximately HK$987,000, which
were arising from the buses and bus stations advertising
business, representing an increase of approximately
HK$145,000 or 17.22% as compared with that of
approximately HK$842,000 in the last corresponding year.

The administrative expenses for the year ended 30 June 2017
increased by approximately HK$14,002,000 to approximately
HK$31,263,000 (2016: approximately HK$17,261,000), which
was mainly due to the payment of legal and professional
fees for financial advisory services and the salaries from new
subsidiaries.

Finance cost decreased by approximately 72.13% from
approximately HK$17,576,000 for the year ended 30 June
2016 to approximately HK$4,898,000 for the year ended 30
June 2017. The finance costs were mainly consisted of interest
on borrowings. The decrease in finance costs was mainly due to
the full repayment of the borrowings and the restructuring of
the promissory notes during the year.
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Management Discussion and Analysis
,_.q IE Jﬁ Z nHB \ /-\ *Fl'

BUSINESS AND FINANCIAL PERFORMANCE
(Cont’d)

Basic loss per share from continuing operations as at 30
June 2017 was HK$2.01 (2016: basic loss per share HK$0.22
(restated)).

The Directors do not recommend the payment of a final
dividend for the year ended 30 June 2017 (2016: Nil).

Buses and bus stations advertising business in the PRC

The Group continues to focus on the business operations of
having outdoor advertising on buses and bus stations. The
major customers in such business segment include media
agency and customers of medical and communications industry.
The major suppliers include bus and bus stations owners and
advertising production companies for provision of outdoor
media resources. It persistently pursues the development in the
following possible ways:

Expands the advertising network;

Expands the customer base;

Increases the utilization of the Group’s media resources;

—  Enhances pricing strategy; and

—  Focuses on sales and marketing.

During the year ended 30 June 2017, the Group’s buses and
bus stations advertising business in the PRC reported a 10.84%
increase in revenue to HK$46,785,000 from HK$42,208,000 in
2016.

Television advertising business in the PRC

Due to challenging and competitive operating environment
in the PRC, the Group has scaled down the investment in
this sector in order to allocate more resources on other major
sectors and explore new business opportunities. There is no
revenue reporting for the year ended 30 June 2017 (2016: Nil).
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Management Discussion and Analysis
,_.q IE Jﬁ Z nHB \ /-\ *Fl'

BUSINESS AND FINANCIAL PERFORMANCE
(Cont’d)

Event management and marketing services in Hong Kong

The Group commenced event management and marketing
services business in Hong Kong in October 2016 which is
now one of the sources of income of the Group. During the
year, the Group provided services to exhibitors and organizers
in numerous events. The Group would provide tailor-made
and customized services for clients according to their specific
needs for event promotion, event organization and event
arrangement. For the year ended 30 June 2017, the Group's
event management and marketing services business in
Hong Kong reported revenue amounting to approximately
HK$1,336,000.

Hong Kong has received worldwide recognition as one of
the best destinations for meetings, incentives, conventions
and exhibitions and business travelers. There are more
than 50 venues in various sizes are available in Hong Kong
In 2016, Hong Kong has
(i) the Hong

Kong Tourism Board established “Meetings and Exhibitions

for exhibitions and conventions.
hosted more than 100 exhibitions. In addition,
Hong Kong” since 2008 to continue strengthening the city’s
position as the number one destination for meeting, incentive
trips, conventions, and exhibitions in Asia Pacific; and (ii) the
government has proposed to mount a study on developing
new convention and exhibition venues in Wan Chai in the 2017
Policy Address in order to cope with the tight exhibition space
supply. As such, it is foreseeable that there will be demand for
event management and marketing services and the prospect of
this business segment is optimistic.

PROSPECTS

“Board")
will continue to explore and evaluate new businesses and

The board of directors of the Company (the
investment opportunities which could be of good potential and/

or long-term benefit to the Group and the shareholders of the
Company (the “Shareholders”).
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Management Discussion and Analysis
,_.q IE JE Z nHB \ /-\ *Fl'

PROSPECTS (Cont'd)

The Board will take a cautious and conservative approach in
the evaluation and timing of potential projects or investments,
including and constantly keep reviewing the Group's strategies
and operations with a view to improve its business performance
and Shareholders’ returns.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2017, the net current liabilities of the Group
were approximately HK$73,349,000 (2016: HK$125,236,000).
Out of the current assets as at 30 June 2017, approximately
HK$10,806,000 (2016: HK$5,438,000) were cash and cash
equivalents. The current ratio of the Group as at 30 June 2017
was 0.20 (2016: 0.19). As at 30 June 2017, the Group has
no borrowings (2016: HK$54,500,000) and other debts of
convertible bonds of approximately of HK$43,640,000 (2016:
promissory note of HK$50,000,000) denominated in Hong
Kong dollars. The net debt (i.e. total short-term borrowings and
other debts less cash and cash equivalent) as at 30 June 2017
was HK$32,834,000 (2016: HK$89,062,000) and accordingly
net debt gearing ratio (i.e. net debt/net assets) as at 30 June
2017 was nil (2016: Nil).

The Group did not have any stand-by banking facilities as at 30
June 2017 and 2016.

As at 30 June 2017, the Group had cash and cash equivalents
of approximately HK$10,806,000 (2016: HK$5,438,000) which
are mainly denominated in Hong Kong dollars and Renminbi
("RMB"). The Group expected to fund the future cash flow
needs through internally generated cash flows from operations,
borrowings and equity financing.

Save as disclosed in this annual report, the Group has no
material capital expenditure commitments as at 30 June 2017.
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Management Discussion and Analysis
,_.q IE Jﬁ Z nHB \ /-\ *Fl'

CAPITAL STRUCTURE

As at 30 June 2017, the Company's issued share capital was
HK$9,979,490.99 and the number of its issued ordinary shares
was 997,949,099 of HK$0.01 each.

Capital reorganisation

At the special general meeting of the Company held on 17
October 2016, approval was given by the Shareholders to
proceed with the capital reorganisation of the Company
involving, among others, (i) consolidating every five (5) issued
and unissued shares into one (1) consolidated share; (ii)
reducing the nominal value of the issued consolidated shares
from HK$0.5 to HK$0.01 and (iii) subdividing the unissued
consolidated shares into fifty (50) new shares of HK$0.01 each
(the
effective of the Capital Reorganisation on 4 November 2016,

“Capital Reorganisation”). Immediately following the
the authorised share capital of the Company was changed
from HK$300,000,000 divided into 3,000,000,000 shares of
HK$0.10 par value each into HK$300,000,000 divided into
30,000,000,000 shares of HK$0.01 par value each.

Subscription and placing of shares

As part of the financial restructuring exercise of the Group,
the Company issued and allotted (i) 159,249,356 shares at a
price of HK$0.1 per share by means of placing on 24 October
2016, and (ii) 75,000,000 shares at the aggregate subscription
price of HK$750,000 pursuant to the terms of the deed of
amendment dated 12 August 2016 (as supplemented on 19
September 2016) entered into between the Company and Profit
Eagle Limited (”Profit Eagle”) on 7 November 2016.

The Company has also issued and allotted 31,849,871 new
shares at a price of HK$0.35 per share by means of placing
on 30 November 2016. For details,
announcements of the Company dated 18 November 2016, 21

please refer to the

November 2016 and 30 November 2016 respectively.
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CAPITAL STRUCTURE (Cont’d)
Convertible Bonds

During the year, the Company issued the following convertible
bonds being part of the financial restructuring exercise of the
Group.

On 7 November 2016, the Company issued convertible bonds
with principal amount of HK$60.50 million (the “CB1") due
in November 2018 with conversion price of HK$0.10 per
conversion share to Profit Eagle. The CB1 does not bear any
interest. The maturity date is the date falling on the 24 months
of the date of issue of the CB1. As at 30 June 2017, the CB1
in the aggregate principal amount of HK$60.50 million remains
outstanding.

On 7 November 2016, the Company issued convertible bonds
with principal amount of HK$50 million (the “CB2") due in
May 2018 with conversion price of HK$0.10 per conversion
share to Ms. Kuo Yi-Hui. The CB2 has an interest rate of 3%
per annum. The maturity date is the date falling on the 18
months of the date of issue of the CB2. As at 30 June 2017,
the CB2 amounting to HK$45 million have been converted into
450,000,000 shares and in the aggregate principal amount of
HK$5 million remains outstanding.

On 7 November 2016, the Company issued convertible bonds
with aggregate principal amount of HK$25 million (the “CB3")
due in November 2018 with conversion price of HK$0.10 per
conversion share to not less than 6 placees. The CB3 has an
interest rate of 3% interest per annum. The maturity date is the
date falling on the 24 months of the date of issue of the CB3.
As at 30 June 2017, the CB3 with a total principal amount
of HK$25 million have been fully converted into 250,000,000
shares.

For details of the Capital Reorganisation and the financial
restructuring exercise of the Group, please refer to the
announcements of the Company dated 12 August 2016, 19
September 2016, 24 October 2016, 3 November 2016 and 7
November 2016 respectively and the circular of the Company
dated 23 September 2016.
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MATERIAL ACQUISITIONS AND DISPOSALS
DURING THE YEAR AND FUTURE PLANS FOR
MATERIAL INVESTMENTS

On 29 June 2017, the Company entered into a memorandum
of understanding with the vendors in relation to the possible
acquisition of the entire or part of the issued share capital of
the target company in which the target group is principally
engaged in real estate development in the PRC. For details,
please refer to the announcement of the Company dated 29
June 2017.

Save as disclosed above, the Group had no other acquisition or
disposal during the year.

In addition, the Group is constantly looking for any other
business opportunities for new possible potential investment to
improve the standard performance of the Group and improve
Shareholders’ return.

CHARGES OF ASSETS

The Company has charged all its equity interests in four
companies wholly-owned by the Company to secure the
borrowings of the Group on 23 March 2015 and 5 June
2015 respectively. The charges have been fully released and
discharged on 7 November 2016.

FOREIGN CURRENCY EXCHANGE RISK

The reporting currencies of the Group is Hong Kong dollars
("HKS$").

The Group has transactional currency exposures. Such

exposures arise from the business operations in the PRC
denominated in RMB.
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FOREIGN CURRENCY EXCHANGE RISK (Cont’d)

The RMB is not freely convertible into other foreign currencies
and conversion of the RMB into foreign currencies is subject to
rules and regulations of foreign exchange control promulgated
by the PRC government. As at 30 June 2017, the Group had
a minimal exposure to foreign currency risk as most of its
business transactions, assets and liabilities were principally
denominated in the respective Group entities functional
currency which are mainly in HK$ or RMB.

As at 30 June 2017, the Group does not have foreign currency
hedging policy in respect of its foreign currency assets and
liabilities. The Group will monitor its foreign currency exposure
closely and will consider using hedging instruments in
respect of significant foreign currency exposure as and when
appropriate.

As at 30 June 2017, the Group had no investment in any
financial derivatives, foreign exchange contracts, interest or
currency swaps, hedgings or other financial arrangements for
hedging purposes to reduce any currency risk nor made any

over-the-counter contingent forward transactions.
EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2017, the Group employed a total of 67
and the total
remuneration (including Directors’ remuneration) for the
year ended 30 June 2017 was approximately HK$9,643,000
(2016: HK$7,218,000). The Group remunerates its employees
based on their individual performance, working experience,

employees (including Directors) (2016: 46),

qualification and the prevailing market price. Other benefits
provided by the Group to the employee include mandatory
provident fund, insurance and medical coverage, training

programs and share option scheme.
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DIVIDEND

The Directors do not recommend the payment of a final
dividend for the year ended 30 June 2017 (2016: Nil) and no
interim dividend was paid during the year (2016: Nil).

MATERIAL EVENTS AFTER THE REPORTING
PERIOD

There are no significant events after the reporting period.
CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as
at 30 June 2017.

LITIGATIONS

During the year and up to the date of this annual report, the
Group has been involved in a number of legal proceedings.
Details of the litigations are set out in note 35 to the financial
statements.

RESUMPTION OF TRADING

Trading in the shares of the Company on the GEM of the Stock
Exchange has been suspended from 26 January 2015. On 23
April 2015, the Stock Exchange has imposed conditions (the
"Resumption Conditions”) on top of the general compliance
with the GEM Listing Rules and all applicable laws and
regulations in Hong Kong and its place of incorporation before
resumption. On 12 August 2016, the Company announced
that all the Resumption Conditions have been fulfilled. The
trading in the shares of the Company was resumed on 15
August 2016. For details, please refer to the announcements
of the Company dated 15 May 2015 and 12 August 2016
respectively.
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EXECUTIVE DIRECTORS
Mr. Ha Chuen Yeung

Mr. Ha Chuen Yeung (“Mr. Ha"), aged 30, was appointed as an
executive Director of the Company in March 2016 and holds
directorships in the Group companies.

Mr. Ha holds a Higher Diploma in Applied Art at Hong Kong
Art School. Mr. Ha was engaged in advertising, multi-media and
interactive media creation work after graduation, and has been
Managing Director and Creative Director at Da-M-Pire Studio.
Apart from his directorships with the Group, Mr. Ha does not
hold any directorship in any other listed company in the last
three years.

Mr. Lau King Hang

Mr. Lau King Hang (“Mr. Lau”), aged 46, was appointed as
an executive Director of the Company in March 2016. He is a
member of the remuneration committee and the nomination
committee of the Board.

Mr. Lau graduated from National Taiwan University with
a Bachelor’s degree in Chemistry and received a Master’s
degree in Business Administration and a Master’s degree in
Financial Services from The Open University of Hong Kong.
He is a member of The Hong Kong Institute of Directors and
is a member of The Hong Kong Management Association
and obtained the title of Professional Manager. Mr. Lau has
over 18 years of extensive management experience in sales
and marketing in high technology and chemical industry;
packaging and printing services, food and beverage operations;
and investments experience. Mr. Lau has served as executive
director of Mascotte Holdings Limited (now known as HengTen
Networks Group Limited) (Stock Code: 136) from June 2011 to
March 2014 and Mission Capital Holdings Limited (now known
as CMBC Capital Holdings Limited) (Stock Code: 1141) from
August 2014 to July 2015.
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Directors’ Profile

EECRE

EXECUTIVE DIRECTORS (Cont’d)
Dr. Chan Yiu Wing

Dr. Chan Yiu Wing (“Dr. Chan"), aged 65, was appointed as
an executive Director of the Company in March 2016 and is a
member of the nomination committee of the Board.

Dr. Chan holds a doctor of business administration in The Hong
Kong Polytechnic University in 2002 and a PhD in Buddhism
in The University of Hong Kong in 2013. Dr. Chan has been
working in the Hong Kong Police Force for 25 years till the
position of a Senior Superintendent and then continue to
work as a Chief Staff Officer, AMS for a further 10 years. He is
currently the advisor of the Hong Kong Life-Saving Society. Dr.
Chan has also received the Chief Executive’s Commendation
for Government Public Service in 2004 and six Commanding
Officer's Commendations when he was working in under the
Hong Kong Police Force. Apart from his directorship with the
Company, Dr. Chan does not hold any directorship in any other
listed company in the last three years.

Mr. Mazher Hussain

Mr. Mazher Hussain (“Mr. Hussain”), aged 27, was appointed
as an executive Director of the Company in October 2016 and
holds directorships in the Group companies.

Mr. Hussain has long track record of successfully promoting
and spreading awareness of products over the Internet and
through events. He has extensive experience of public relations
marketing, events management, print media, video production,
interactive marketing and online brand management. Apart
from his directorships with the Group, Mr. Hussain does not
hold any directorship in any other listed company in the last
three years.
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Directors’ Profile

EECREE

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Lee Ho Yiu, Thomas

Mr. Lee Ho Yiu, Thomas (“Mr. Lee"), aged 39, was appointed
as an independent non-executive director of the Company in
March 2016. He is the chairman of the audit committee and
a member of the remuneration committee and nomination
committee of the Board. Mr. Lee has extensive experience in
auditing, accounting and financial management. Mr. Lee is
currently a partner of Messrs. Lee, Au & Co., Certified Public
Accountants. Mr. Lee previously worked as an assistant financial
controller in a multinational luxury brands group and also
worked at one of the big four international accounting firms.
Mr. Lee is a fellow member of the Association of Chartered
Certified Accountants, a practicing member of the Hong Kong
Institute of Certified Public Accountants, a certified tax advisor
and member of the Hong Kong Taxation Institute, a certified
internal auditor of the Institute of Internal Auditors and a
certified information systems auditor of the ISACA. Mr. Lee
holds a bachelor’s degree in science from the University of
Warwick and a second bachelor’s degree in Chinese law from
Tsinghua University (JEZE X2 ) in Beijing and a master degree
in business administration from the University of London.
Mr. Lee is currently an independent non-executive director
of Dongwu Cement International Limited (stock code: 695),
Suncorp Technologies Limited (stock code: 1063) and Sino
Energy International Holdings Group Limited (formerly known
as Active Group Holdings Limited) (stock code: 1096). All
the aforesaid companies are listed on the Main Board of the
Stock Exchange. Mr. Lee is also an independent non-executive
director of Shenglong Splendecor International Limited (stock
code: 8481), a company listed on the GEM of the Stock
Exchange.
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Directors’ Profile

EECRE

INDEPENDENT NON-EXECUTIVE DIRECTORS
(Cont’d)

Mr. Tse Yuen Ming

Mr. Tse Yuen Ming (“Mr. Tse”), aged 50, was appointed as
an independent non-executive Director of the Company in
November 2014 and is a member of the audit committee and
nomination committee of the Board.

Mr. Tse is a partner of Messrs. Tung, Ng, Tse & Heung. He holds
a bachelor of laws degree with honour from the University of
Hong Kong and admitted to The Supreme Court of Hong Kong
as a solicitor in 1993. Mr. Tse is appointed as Vice President of
the Hong Kong General Chamber of Small & Medium Business
and ceased to be the Chairman of Professional Services
Committee of the Hong Kong Chamber of Small & Medium
Business in January 2017. Mr. Tse is currently the Executive
Vice President of Hong Kong Guangxi Chamber of Commerce
Limited, a member of the Lions Club of H.K. (Mainland), the
Legal Adviser of Life Underwriters & Sales Executive Board (HK)
Limited, Hong Kong Exhibitors Association, ECO-Foundation
Organisation and Children’s Thalassaemia Foundation. Mr.
Tse has served as an independent non-executive director of
Runway Global Holdings Company Limited (stock code: 1520)
which is listed on the Main board of the Stock Exchange,
from November 2016 to June 2017. Mr. Tse is currently an
independent non-executive director of Daido Group Limited
(stock code: 544) which is listed on the Main Board of the
Stock Exchange and Celebrate International Holdings Limited
(stock code: 8212) which is listed on the GEM Board of the
Stock Exchange.
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Directors’ Profile

EECREE

INDEPENDENT NON-EXECUTIVE DIRECTORS
(Cont’d)

Ms. Liu Jianyi

Ms. Liu Jianyi (“Ms. Liu”), aged 31, was appointed as an
independent non-executive Director of the Company in
March 2016. She is a member of the audit committee and
the chairman of the remuneration committee and nomination
committee of the Board.

Ms. Liu holds a master of business administration in Samuel
Curtis Johnson Graduate School of Management in Cornell
University in 2014 and a bachelor of system engineering in The
Chinese University of Hong Kong in 2010. Ms. Liu is currently
working as vice president of a corporate financial services
institution and has extensive management experience in
corporate finance and private equity funds. Ms. Liu is currently
an independent non-executive director of Imagi International
Holdings Limited (stock code: 585) which is listed on the Main
Board of the Stock Exchange.
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CORPORATE GOVERNANCE PRACTICES

The Group is committed to achieving high standard
of corporate governance to safeguard the interests of
all shareholders and to enhance corporate value and
accountability.

The Company’s corporate governance practices are based on
the principles and code provisions (“Code Provision(s)”) set out
in the Corporate Governance Code (the “CG Code"”) contained
in Appendix 15 of the GEM Listing Rules.

The Company will continue to enhance its corporate
governance practices appropriate to the conduct and growth
of its business and to review its corporate governance practices
from time to time to ensure they comply with the statutory
requirements and the CG Code and align with the latest
developments.

Throughout the year ended 30 June 2017, the Company has
complied with most of the Code Provisions of the CG Code,
except for the following deviations.

Under Code Provision A.2.1 of the CG Code, the roles of
chairman and chief executive ("CEQ") should be separate and
should not be performed by the same individual. The Company
has not appointed chairman since 23 January 2015, and the
roles and functions of the chairman have been performed
by all the executive directors collectively. The Company also
has not appointed CEO since 9 April 2015, and the roles and
functions of CEO have been performed by all the executive
directors collectively. The Board will keep reviewing the current
structure of the Board from time to time and should candidates
with suitable knowledge, skill and experience be identified,
the Company will make appointment to fill the posts of the
chairman and CEO as appropriate. The Company will make
further announcement as and when required pursuant to the
GEM Listing Rules.
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Corporate Governance Report
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CORPORATE GOVERNANCE PRACTICES (Cont’d)

Under Code Provision A.6.7 of the CG Code, independent non-
executive directors and other non-executive directors should
attend general meetings and develop a balanced understanding
of the views of shareholders. In addition, Under Code Provision
E.1.2 of the CG Code, the chairman of the board should
attend the annual general meeting and he should also invite
the chairmen of the audit, remuneration, nomination and any
other committees (as appropriate) to attend. During the year
ended 30 June 2017, Mr. Tse Yuen Ming did not attend the
annual general meeting of the Company held on 14 October
2016 and the special general meeting of the Company held
on 17 October 2016 and 8 June 2017 respectively to answer
questions of the Shareholders due to other prior business
engagements or other overseas commitments. However, Mr.
Tse Yuen Ming has appointed the other attended Directors as
his representative at the annual general meeting and special
general meetings to answer questions of the Shareholders.

DIRECTORS' SECURITIES TRANSACTIONS

The Company has adopted the code of conduct for securities
transactions by Directors on terms no less exacting than the
required standard of dealings set out in Rules 5.48 to 5.67
(“Securities Code”) of the GEM Listing Rules. During the year
ended 30 June 2017, the Directors have confirmed, following
specific inquiry by the Company, that they have complied
with the required standard and code of conduct set out in the
Securities Code.
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BOARD OF DIRECTORS

As at 30 June 2017, the Board comprised seven Directors
including four executive Directors and three independent non—
executive Directors. At least one of the independent non-
executive Director possess appropriate professional accounting
qualifications and financial management expertise, which
complies with the requirement of the GEM Listing Rules.

The Board members during the year ended 30 June 2017 and
up to the date of this annual report are:

Executive Directors:

Mr. Ha Chuen Yeung

Mr. Lau King Hang

Dr. Chan Yiu Wing

Mr. Mazher Hussain (appointed on 19 October 2016)

Independent non-executive Directors:

Mr. Lee Ho Yiu, Thomas
Mr. Tse Yuen Ming
Ms. Liu Jianyi

Biographical details of each Director is set out in the section
headed “Directors’ Profile” on pages 15 to 19 of this annual
report.

There are no relationships (including financial, business, family

or other material or relevant relationships) among members of
the Board.
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BOARD OF DIRECTORS (Cont’d)

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 the Directors are collectively
responsible for promoting the success of the Company by
directing and supervising the Company'’s affairs and overseeing
the achievement of strategic plans to enhance shareholders’
value.

Generally, the Board is responsible for all major aspects of the
affairs of the Company, including:

e  formulation of overall strategies and review of its financial
performance and results, risk management and the

internal control systems;

e policies relating to key business and financial objectives of
the Company;

e material transactions, including acquisition, investment,
disposal of assets or capital expenditure;

e appointment, removal or re-appointment of Board
members and auditors;

e communication with key stakeholders, including
shareholders and regulatory bodies; and

. recommendation to shareholders on final dividend and the
declaration of any interim dividends.
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BOARD OF DIRECTORS (Cont’d)

The Board is responsible for maintaining proper accounting
records so as to enable the Directors to monitor and disclose
with reasonable accuracy the financial position of the Group.
The Board updates shareholders of the Company on the
operations and financial position of the Group through
quarterly, interim and annual results announcements as well as
the publication of reports and announcements of other matters
as prescribed by the relevant laws, rules and regulations.

Decisions regarding the daily operation and administration of
the Company are delegated to the management.

Directors are also provided with access to independent
professional advice, where necessary, in carrying out their
obligations as Directors, at the expense of the Company.

All Directors, including independent non-executive Directors
assume the responsibilities to the Shareholders for the well-
being and success of the Company. They are aware of their
duties to act in good faith and in the best interests of the
Company.
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BOARD OF DIRECTORS (Cont’d)

The independent non-executive Directors, advise the Company
on strategic and critical matters. The Board considers that each
independent non-executive Director brings his own senior level
of experience and expertise to the constructive functioning of
the Board.

The Board has normally scheduled four regular meetings a year
each at quarterly interval and meets as and when required as
it would be more transparent and efficient to let the Board
members (including the executive Directors and independent
non-executive Directors) to express their views in the meeting.
During the year ended 30 June 2017, the Board held nineteen
full board meetings including four regular meetings and the
attendance of each Director is set out as follows:

B8 (&)

BN TEERRRREEFARNAL DR
HER -EFERA SBUFNTEEZEE
BHRREEREEFS 2 RRILE(F-

Exe REHEFETOAERGR B8
FE-R NEEARERAHES ARES
EXRE (BRATEZRBUIFNTES) AN
SRLFERNBRUMRERSTZER -RNE
ETtFRNA=ZTHLFE EFELR
TorzReR (BENAREHER) BEF
HFEEFEERZ KRBT :

Number of
meetings held
Number of during
attendance  term of office
EHRET
Name of Directors = R E BRRHY™
Executive Directors HITES
Mr. Ha Chuen Yeung ERHEG 4% 19 19
Mr. Lau King Hang e A& 19 19
Dr. Chan Yiu Wing FRIBEEIE T 19 19
Mr. Mazher Hussain Mazher Hussaint 4
(appointed on 19 October 2016) (R=ZF—RF
TATHhAEZRE) 12 13
Independent non-executive Directors BIYKHITES
Mr. Lee Ho Yiu, Thomas FIEERLE 18 19
Mr. Tse Yuen Ming AR HE 19 19
Ms. Liu Jianyi 25 Z2+ 18 19
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INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company considers that each of its independent non-
executive Directors are independent in accordance with the
guidelines for assessing independence set out in Rule 5.09 of
the GEM Listing Rules.

The Company has received, from each of the independent
non-executive Directors, an annual confirmation of his
independence pursuant to Rule 5.09 of the GEM Listing Rules.
The Company, based on such confirmations, considers all of the
independent non-executive Directors are independent.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Save as disclosed in the section headed “Corporate Governance
Practices”, the Company has not appointed chairman since 23
January 2015 and has not appointed CEO since 9 April 2015.
The roles and functions of the chairman and CEO have been
performed by all the executive Directors collectively during the
year.

The Board will keep reviewing the current structure of the
Board from time to time and should candidates with suitable
knowledge, skill and experience be identified, the Company will
make appointment to fill the posts of the chairman and CEO
as appropriate and will make further announcement in due
course.
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APPOINTMENT, RE-ELECTION AND REMOVAL

Each of the executive Directors has entered into a service
contract with the Company for an initial fixed term of two
years and shall continue thereafter until terminated by either
party giving to the other not less than three month notice in
writing but subject to retirement by rotation and re-election
at the annual general meeting of the Company (the “AGM")
pursuant to the bye-laws of the Company (the “Bye-laws”). In
the case of namely Mr. Ha Chuen Yeung, Mr. Lau King Hang
and Dr. Chan Yiu Wing, their appointment terms commenced
on 24 March 2016; and in the case of Mr. Mazher Hussain, his
appointment term commenced on 19 October 2016.

Each of the independent non-executive Directors was appointed
for a specific term of three years and subject to retirement by
rotation and re-election at the AGM pursuant to the Bye-laws.
In the case of Mr. Lee Ho Yiu, Thomas and Ms. Liu Jianyi, their
appointment term commenced on 24 March 2016; and in the
case of Mr. Tse Yuen Ming, his appointment term commenced
on 13 November 2014.

In accordance with the Bye-laws, at each AGM one-third of
the Directors for the time being (or, if their numbers is not
a multiple of three (3), the number nearest to but not less
than one-third) shall retire from office by rotation provided
that every Director shall be subject to retirement at least once
every three years. Such retiring Directors shall be eligible for
re-election and shall continue to act as a Director throughout
the meeting at which he retires. Any Director appointed by
the Board to fill a casual vacancy shall hold office until the
first general meeting of the Company after his appointment
and be subject to re-election at such meeting and any Director
appointed by the Board as an addition to the existing Board
shall hold office only until the next following AGM and shall
then be eligible for re-election.
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APPOINTMENT, RE-ELECTION AND REMOVAL
(Cont’d)

Directors’ Induction and Continuous Professional
Development

All Directors, including independent non-executive Directors,
should keep abreast of their collective responsibilities as
Directors and of the business and activities of the Group.
Each newly appointed Director would receive a comprehensive
induction package covering business operations, policy and
procedures of the Company as well as the general, statutory
and regulatory obligations of being a Director to ensure that
he/she is sufficiently aware of his/her responsibilities under the
GEM Listing Rules and other relevant regulatory requirements.

The Group also provides briefings and other training to develop
and refresh the Directors’ knowledge and skills, and update all
Directors on the latest developments regarding the GEM Listing
Rules and other applicable regulatory requirement to ensure
compliance and to enhance their awareness of good corporate
governance practices.
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TXRERMSE

APPOINTMENT, RE-ELECTION AND REMOVAL
(Cont’d)

Directors’ Induction and Continuous Professional
Development (Cont’d)

During the year ended 30 June 2017, the Directors participated
in continuous professional developments in relation to
regulatory update, the duties and responsibility of the Directors
and the business of the Group in the following manners:

ZE-EERER (&)

ESC A\BREHEEXRRE (£)

RBE_Z—tFRAA=TRALFE EER
TE'JET//\EEWEEE%E EFRBABR
RAGBEEBZBHEEXRER:

Attended
course/seminars
or briefing/
read materials
HERE WTHER
Directors 2= S BEME
Executive Directors BITES
Mr. Ha Chuen Yeung ERHG R E v
Mr. Lau King Hang e K& v/
Dr. Chan Yiu Wing PRIZ & TE £ v
Mr. Mazher Hussain Mazher Hussaint &
(appointed on 19 October 2016) (RZE-—RFT+ATNAEEE) v
Independent non-executive Directors BYKHITES
Mr. Lee Ho Yiu, Thomas FEERE v
Mr. Tse Yuen Ming FRFLAE v
Ms. Liu Jianyi 21183+ v

BOARD COMMITTEES

The Board has established three committees, namely audit
committee, nomination committee and remuneration
committee, to oversee particular aspects of the Company's
affairs. Their respective terms of reference are available in the
Company'’s website.
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TtEERRE

AUDIT COMMITTEE

The audit committee of the Board ("AC") was set up on 5 July
2002 with written terms of reference in compliance with the
GEM Listing Rules.

The AC comprises all independent non-executive Directors and
is chaired by Mr. Lee Ho Yiu, Thomas who is an accountant
with related financial management expertise. During the year,
the members of the AC are as follows:

Independent non-executive Directors:

Mr. Lee Ho Yiu, Thomas (Chairman)

Mr. Tse Yuen Ming

Ms. Liu Jianyi

The AC performs, amongst others, the following functions:

e ensure that co-operation is given by the Company's
management to the external auditors where applicable;

e review the Group's quarterly, half-yearly and annual results
announcements and the financial statements prior to their

recommendations to the Board for approval;

e review the Group's financial reporting system, risk
management and internal control systems; and

e review of transactions with connected persons (if any).
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AUDIT COMMITTEE (Cont’d)

During the year ended 30 June 2017, four meetings were held
by the AC to review the effectiveness of the internal control
and risk management systems of the Company, to discuss the
accounting policies and practices which may affect the Group
with the management and the Company’s auditor, to make
recommendation on the re-appointment of external auditors for
the approval of the shareholders in the annual general meeting
and to review the fees charged by the external auditors. The
unaudited quarterly results and interim results of the Group in
respect of the year ended 30 June 2017 have been reviewed by
the AC. The audited annual results of the Group for the year
ended 30 June 2017 have been reviewed by the AC, which was
of the opinion that the preparation of such results complied
with the applicable accounting standards, the Stock Exchange
and legal requirements, and that adequate disclosures have
been made.

Details of the attendance of the members of the AC at AC
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meetings during the year under review are as follows: EEBELFBOT:
Number of
meetings held
Number of during
attendance term of office
EHA
Name of Director EENA HERE BOTEBERE
Mr. Lee Ho Yiu, Thomas T ES L 4 4
Mr. Tse Yuen Ming AREAL A 4 4
Ms. Liu Jianyi 2 IE 2+ 4 4

NOMINATION COMMITTEE REZEES

The nomination committee of the Board (the “NC") was set up
on 18 January 2012 with written terms of reference to review
the structure, size and composition (including but not limited to
the gender, skills, knowledge and experience) of the Board and
make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy. The NC
comprises a majority of independent non-executive Directors
and is chaired by an independent non-executive Director, Ms.
Liu Jianyi. During the year, the members of the NC are as
follows:
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TtEERRE

NOMINATION COMMITTEE (Cont’d)
Independent non-executive Directors:

Ms. Liu Jianyi (Chairman)
Mr. Lee Ho Yiu, Thomas
Mr. Tse Yuen Ming

Executive Directors:

Mr. Lau King Hang
Dr. Chan Yiu Wing

The roles and principal functions of the NC include to identify
individuals suitably qualified to become Board members, select
or make recommendations to the Board on the selection of
individuals nominated for directorships, make recommendations
to the Board on the appointment or re-appointment of
Directors, and succession planning for Directors.

Where vacancies on the Board exist, the NC will carry out
the selection process by making reference to the skills,
experience, professional knowledge, personal integrity and
time commitments of the proposed candidates, including
the independence status in the case of an independent non-
executive Director, the board diversity policy, the Company’s
needs and other relevant statutory requirements and

regulations.

During the year ended 30 June 2017, the NC held two
meetings and they have reviewed the structure, size and
composition of the Board, the retirement and re-election of
the Directors at the AGM and considered the changes of
Directors. During the year ended 30 June 2017, all of the newly
appointed Directors were appointed by going through the

selection process stated as above.
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NOMINATION COMMITTEE (Cont’d)

Details of the attendance of the members of the NC at the NC
meetings during the year under review are as follows:

REEES (&)

REEFER REZEERELFREAEA
EEHLHEDT

Number of

meetings held

Number of during term

attendance of office

EHER

Name of Director BEEnA R BITEERH

Ms. Liu Jianyi Zlftaw+ 2 2

Mr. Lau King Hang EENEP 2 2

Dr. Chan Yiu Wing PR E SR 1E £ 2 2

Mr. Lee Ho Yiu, Thomas FHERE 2 2

Mr. Tse Yuen Ming AR A 2 2
BOARD DIVERSITY POLICY EEERESZTIBE

The Company has adopted a board diversity policy (the
“Policy”) setting out the approach to achieve and maintain
diversity on the Board in order to enhance the effectiveness of
the Board.

Pursuant to the Policy, the Company seeks to achieve Board
diversity through the consideration of a number of factors,
including but not limited to gender, age, cultural and
education background, ethnicity, professional experience, skills,
knowledge and length of service.

The Board will consider to set measurable objectives to
implement the Policy and review such objectives from time to
time to ensure their appropriateness and ascertain the progress
made towards achieving those objectives.

All Board appointments will be based on meritocracy, and

candidates will be considered against objective criteria, having
due regard for the benefits of diversity on the Board.
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BOARD DIVERSITY POLICY (Cont'd)

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural
and educational background, professional experience, skills and
knowledge. The ultimate decision will be made upon the merits
and contribution that the selected candidates will bring to the
Board.

The NC will review the Policy from time to time to ensure its
continued effectiveness. During the year, the NC has reviewed
the Policy.

REMUNERATION COMMITTEE

The remuneration committee of the Board (the "RC") reviews
and approves the remunerations of Directors. To minimise any
conflict of interest, any member who is interested in any given
proposed motion is required to abstain from voting on such
motion. The RC was set up in July 2008 with written terms of
references to oversee the remuneration policy and structure for
all Directors and senior management. The RC is formed by a
majority of independent non-executive Directors and chaired by
an independent non-executive Director, Ms. Liu Jianyi. During
the year, the members of the RC are as follows:

Independent non-executive Directors:

Ms. Liu Jianyi (Chairman)
Mr. Lee Ho Yiu, Thomas

Executive Directors:

Mr. Lau King Hang
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REMUNERATION COMMITTEE (Cont’d)

The roles of the RC are to recommend to the Board the policy
and structure for the remuneration of all Directors and senior
management and to determine, with delegated responsibility,
the remuneration packages of individual executive Directors
and senior management with reference to the Board's
corporate goals and objectives, and to make recommendations
to the Board on the remuneration of non-executive Directors.
They are provided with sufficient resources by the Company
to discharge its duties. No individual Director is involved in

deciding his or her own remuneration.

During the year ended 30 June 2017, two meetings was held
by the RC to discuss and review the remuneration policies of
the Company, to review and made recommendations with
respect to the remuneration of Board members for approval by
the Board and to made recommendations with respect to the
remuneration of the newly appointed Director during the year
for approval by the Board. The RC has adopted the operation
model where it performs an advisory role to the Board, with the
Board retaining the final authority to approve the remuneration
packages of all Directors and senior management.

Details of the attendance of the members of the RC at the RC
meetings are as follows during the year under review:

FWEES (&)
FHERR ACANEFERAZHERR
EREREZHMBERREREHREAET

KR2ZEZQCXBBERENREE@AI®T
EXLRAEEEZHFMEBUNIERTE
EZFHRESERHEEE - REELALQ T%z
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WERG ZHM -
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Number of
meetings held

Number of during term

attendance of office

ZFHRA

Name of Director EEHE HERE BOTEBRE
Ms. Liu Jianyi Zlfta g+
Mr. Lee Ho Yiu, Thomas TEESRE
Mr. Lau King Hang 2¥E A&
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REMUNERATION COMMITTEE (Cont’d)
Remuneration Policy for Directors and Senior Management

The remuneration packages of individual executive Directors
and senior management, comprising a basic salary and a
performance related bonus for their contributions, were
determined, with delegated responsibility according to the
Code Provision B.1.2(c)(i). Details of Directors’ remuneration are
set out in note 10 to the consolidated financial statements in
this annual report.

The Company has adopted a new share option scheme in
2012. The purpose of the said share option scheme is to
enable the Board, at its discretion, to grant options to selected
eligible participants to motivate them and to optimise their
performance and efficiency for the benefit of the Group. Details
of the share option schemes are set out under the section
headed “Share Option Schemes” in this annual report.

CORPORATE GOVERNANCE FUNCTION

All members of the Board are responsible for performing the
corporate governance functions. The terms of reference of
corporate governance functions was adopted by the Board and
is in compliance with the Code Provision D.3.1 of the CG Code.
During the year ended 30 June 2017, the Board has reviewed
the policy of the corporate governance and the corporate
governance report of the Company.
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AUDITOR’'S REMUNERATION

During the year ended 30 June 2017, the fees paid to the
auditors in respect of audit and non-audit services provided by
the auditor of the Group were as follows:

2 i e
BT+t AZ1+HIFE RAEE

BN IR 2 BT MOFRAT RIS M S 2 R 8K
EREMNT

2017 2016

—E—+tHF ZE-RF

HK$°000 HK$'000

FET FET

Audit services Ei R 840 800

Non-audit services IEEFT R 55 -

ACCOUNTABILITY AND AUDIT BEREZX

Directors’ Responsibility for the Financial Statements ESHEBERRZEE

The Board acknowledges its responsibility to prepare financial
statements for each financial year which give a true and fair
view of the state of affairs of the Group. The Board having
made appropriate enquiries and examined major areas
which could give rise to significant financial exposures, the
Directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the
going concern basis in preparing the financial statements.

The Board also acknowledges its responsibility to ensure that
the Group keeps accounting records which disclose in the
annual, half-yearly and quarterly reports in accordance with
the Hong Kong Financial Reporting Standards; and other inside
information announcements and other financial disclosures
required under the GEM Listing Rules, and reports to the
regulators as well as to information required to be disclosed

pursuant to statutory requirements.

Auditor’s Responsibility for the Financial Statements

The statement of external auditor of the Company, Elite
Partners CPA Limited, about their reporting responsibilities on
the financial statements of the Group is set out in the section
headed ”

Independent Auditor’s Report” in this annual report.
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GENERAL MEETING BREXS

During the year under review, an annual general meeting was REBEFERN KRR _ZE—~F+ A+
held on 14 October 2016 and special general meetings were HETRERBEFAESI D RN -ZT—/<F/\A
held on 8 August 2016, 17 October 2016, 25 May 2017 and NH -ZZ—A~AF+A++tH ZZT—+tF A A
8 June 2017 respectively. Details of the Directors’ attendance Z—+HHKE -Z—+FXA/\HETRERER
of each of the annual general meeting and special general A& -BEHFEBREAF NS MRERZHIA

meeting is set out below: B2 BEEHINT
Special Annual Special Special Special
general general general general general
meeting meeting meeting meeting meeting
held on held on held on held on held on
8 August 14 October 17 October 25 May 8 June
2016 2016 2016 2017 2017

RZB-AE R-FB-AF RIF-AF RIZ-+F RIB-tF
NANE  +A+EBE  t+AttH ZA=+EH A~ANR

272 21 B2 BTz 272
Name of Director EEnF BRREAIAE RREFAE RREBIAE RREIAE RRBIKE
Executive Directors HTES
Mr. Ha Chuen Yeung ERBEE / v/ v/ v /
Mr. Lau King Hang ASELLE / v/ / v /
Dr. Chan Yiu Wing BZEET / v/ / / /
Mr. Mazher Hussain (appointed on Mazher Hussain4t &
19 October 2016) (RZZ—RF N/A N/A N/A

+AThAEZFT) TEA THEA A v /
Independent non-executive Directors BIFHTES
Mr. Lee Ho Yiu, Thomas FHELE v v v v/ v/
Mr. Tse Yuen Ming HEHLE v X X v/ X
Ms. Liu Jianyi Bl S i v v v v/ v
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GENERAL MEETING (Cont’d)

During the year ended 30 June 2017, Mr. Tse Yuen Ming did
not attend the annual general meeting held on 14 October
2016, the special general meeting held on 17 October 2016
and 8 June 2017 to answer questions of the Shareholders
due to other prior business engagements or other overseas
commitments. However, Mr. Tse Yuen Ming has appointed the
other attended Directors as his representative at the annual
general meeting and special general meeting to answer
questions of the Shareholders.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is committed to implement an effective and sound
risk management and internal control systems to safeguard the
interest of Shareholders and the Group's assets.

The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk
management and internal control systems to ensure adequate
control in place to safeguard the Group’s assets and
stakeholder’s interest.

The Group has established risk management procedures to
address and handle all significant risks associate with the
business of the Group. The Board would perform annual review
on any significant change of the business environment and
establish procedures to response the risks result from significant
change of business environment.

The management would identify the risks associate with
the business of the Group by considering both internal and
external factors and events which include political, economic,
technology, environmental, social and staff. Each of risks has
been assessed and prioritised based on their relevant impact
and occurrence opportunity. The relevant risk management
strategy would be applied to each type of risks according to the
assessment results. The type(s) of risk management strategy are
listed as follow:

—  Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of
the risks;

—  Risk avoidance: change business process or objective so as
to avoid the risk;
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RISK MANAGEMENT AND INTERNAL CONTROL
(Cont’d)

Risk sharing and diversification: diversify the effect of the
risk or allocate to different location or product or market;

—  Risk transfer: transfer ownership and liability to a third
party

The internal control system is designed and implemented to
reduce the risks associated with the business accepted by the
Group and minimise the adverse impact results from the risks.
The risk management and internal control systems are design
to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

For the year ended 30 June 2017, the Group has engaged,
Elite Partners Risk Advisory Services Limited (“Elite Partners”),
an external advisory firm to undertake the internal audit
function to ensure the effectiveness and efficiency of the risk
management and internal control system of the Group. Elite
Partners would perform procedures for assess the effectiveness
and adequacy of the internal control system of the Group
quarterly. There is no significant deficiency and weakness on
the internal control system has been identified by Elite Partners
for the year ended 30 June 2017.

The Board considered that, for the year ended 30 June
2017, the risk management and internal control systems
and procedures of the Group, covering all material controls
including financial, operational and compliance controls and
risk management functions were reasonably effective and

adequate.
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COMPANY SECRETARY

The company secretary of the Company (the “Company
Secretary”) assists the Board by ensuring good information
flow within the Board and that Board policy and procedures
are followed. Ms. Lai Wai Ha, assistant director of Akron
Advisory Limited, external service provider, was appointed as
the Company Secretary in replacement of Ms. Leung Pui Ki on
5 November 2016. Her primary contact at the Company is Mr.
Ha Chuen Yeung, executive director of the Company. Ms. Lai
Wai Ha has taken no less than 15 hours of relevant professional
trainings to update her skills and knowledge during the year
ended 30 June 2017.

SHAREHOLDERS' RIGHTS

Shareholders’ Rights to Convene Special General Meeting
and Put Forward Proposals at a General Meeting

Pursuant to bye-law 58 of the Bye-laws, shareholders holding
at the date of deposit of the requisition not less than one-
tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
secretary of the Company, to require a special general meeting
to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held
within two (2) months after the deposit of such requisition. If
within twenty-one (21) days of such deposit the Board fails to
proceed to convene such meeting the requisitionists themselves
may do so in accordance with the provisions of section 74(3) of
the Companies Act 1981 of Bermuda.
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SHAREHOLDERS' RIGHTS (Cont’d)

Shareholders’ Rights to Convene a Special General
Meeting and Put Forward Proposals at a General Meeting
(Cont’d)

Pursuant to bye-law 85 of the Bye-laws, no person other than
a Director retiring at the meeting shall, unless recommended
by the Directors for election, be eligible for election as a
Director at any general meeting unless a written notice signed
by a shareholder (other than the person to be proposed) duly
qualified to attend and vote at the general meeting for which
such notice is given of his intention to propose such person
for election and also a written notice signed by the person to
be proposed of his willingness to be elected shall have been
lodged at the principal place of business of the Company in
Hong Kong or at the Hong Kong branch share registrar and
transfer office of the Company provided that the minimum
length of the period, during which such notice(s) are given,
shall be at least seven (7) days and that (if the notices are
submitted after the despatch of the notice of the general
meeting appointed for such election) the period for lodgment
of such notice(s) shall commence on the day after the dispatch
of the notice of the general meeting appointed for such
election and end no later than seven (7) days prior to the date
of such general meeting.

The procedures for shareholders to put forward proposals at an
AGM or the special general meeting include a written notice
of those proposals being submitted by shareholders, addressed
to the Company Secretary at the Company’s head office at
Suite B, 6/F., One Capital Place, 18 Luard Road, Wan Chai,
Hong Kong.

Procedures for Directing Shareholders’ Enquiries to the
Board

Shareholders may at any time send their enquires and concerns
to the Board in writing through the Company Secretary at
the Company’s head office at Suite B, 6/F., One Capital Place,
18 Luard Road, Wan Chai, Hong Kong or send email to
info@it-holdings.com.hk.

Shareholders may also make enquiries with the Board at the
AGM or the special general meeting.
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INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Company uses a number of formal communications
channels to account to shareholders and investors for the
performance of the Company. These include (i) the publication
of quarterly, interim and annual reports; (ii) the annual
general meeting or special general meeting providing a
forum for shareholders of the Company to raise comments
and exchanging views with the Board; (iii) key information
of the Group available on the website of the Company; (iv)
the Company’s share registrars in Hong Kong serving the
shareholders in respect of all share registration matters; and (v)
corporate information and the Bye-laws of the Company are
made available on the Company’s website.

A Shareholder’'s Communication Policy was adopted by the
Board aiming at providing the shareholders and potential
investors with ready and timely access to balanced and
understandable information of the Company.

The Company aims to provide its shareholders and investors
with high standards of disclosure and financial transparency.
The Board is committed to providing clear, detailed, timely
manner and on a regular basis information of the Group to
shareholders through the publication of quarterly, interim and
annual reports and/or dispatching circular, notices, and other
announcements.

The Company keeps on promoting investor relations and
enhancing communication with the existing shareholders and
potential investors. It welcomes suggestions from investors,
stakeholders and the public. Enquiries to the Board or the
Company may be sent by post to the Company’s principal place
of business in Hong Kong at Suite B, 6/F., One Capital Place,
18 Luard Road, Wan Chai, Hong Kong.
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CONSTITUTIONAL DOCUMENTS

During the year ended 30 June 2017, a special resolution was
proposed and passed by the shareholders at the special general
meeting of the Company held on 17 October 2016 for the
adoption of a set of new bye-laws of the Company for the
purpose of bridging the bye-laws of the Company in line with
the amendments in applicable laws of Bermuda and the GEM
Listing Rules including certain amendments to Companies Act
1981 of Bermuda (as amended from time to time) and the CG
Code in Appendix 15 of the GEM Listing Rules. The amended
and restated bye-laws of the Company is available on the
websites of the Company and the Stock Exchange.
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Environmental, Social and Governance Report

B HEREAKE

OBJECTIVE

The board of directors (the “Board”) of Inno-Tech Holdings
Limited (the “Company”) is pleased to publish the first
Environmental, Social and Governance Report of the Group for
the year ended 30 June 2017 (“Year 2017") with an aim to
demonstrate the effectiveness of the efforts of the Company
and its subsidiaries (the “Group”) in promoting the sustainable
development to its internal and external stakeholders.

This report is prepared in accordance with the Environmental,
Social and Governance Reporting Guide in Appendix 20 of the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited which mainly contains the measures
and activities regarding the environmental and social aspects
of the Group for Year 2017. For the information regarding
the corporate governance of the Group, please refers to 2017
Annual Report.

The Group is committed to maintaining the sustainable
development of its business and supporting environmental
protection in communities where its operations are located.
The Group has prudently managed its business and provided
high-quality products and services to customers through
reasonable decision-making procedures. The Group and its
stakeholders (including shareholders, customers, employees,
suppliers, debtors, regulatory institutions and the public) have
maintained close relationships and the Group strives to listen to
different opinions and balance the benefits of its stakeholders
through constructive communications in deciding its long-
term development goals. The Board is responsible for assessing
and identifying risks associated with environmental, social
and governance matters of the Group and ensuring that the
relevant risk management and internal control systems are
operated properly and effectively.

Annual Report 16/17 £3§ 16/17

=/ =
7N H

ERERBERAB([ARADzEFE ([E
ER)MAEHAEEEE_T—LF A
=THEFE(2007FE ) & GRR -14g
RERBE)  EEAANEFHERLELR
AREMBAR (S AEE])ESAHE
TRAOM

AEERBEELHARIZABRIADN CBI%
wEH ETHRAD MEk208 GRIT -8 RER
BEE) R T2ERAEE2017FESR
MREMMEBIENERIED -MABAS
BHhEERER  FLHAKEN (ZF—t
FEH) °

AEBBRNEBEEBOAIRHERRANAR
BREREEMEMHMEBRHESE A&HE
BEEEER URBSENAREF REP
REEE O EmMIRTS - AN E B 58 A
ITEERR FF EE HER ERA EE
BERAZRFBETBE BBEERMENE
BRERANEEAEALTOTRER L FERSE
Me KMBERENERIFN -EF2AF
EMREARBENIRE HEREGRR I
FEERREEMAMEZRREE RBARE
e

INNO-TECH HOLDINGS LIMITED E &2 AR A 7

45



46

Environmental, Social and Governance Report

RIR HEREBRS

OBJECTIVE (Cont’d)

Shijiazhuang Enjian Bus Advertising Co. LTD* (A X EmMAE A
TEEABMR AT (“Shijiazhuang Enjian”) is a major subsidiary
of the Company, which is principally engaged in designing,
making and publication of advertisements on single-decker
buses, double-decker buses and bus stations in the PRC, and
has higher relevance to every segment on environmental, social
and governance matters. Hence, this report had focused on
the disclosure of the polices and performance regarding the
three environmental aspects and eight social aspects of the said
projects in Year 2017.

A. ENVIRONMENTAL PROTECTION

To fulfill its commitment to sustainable development and
comply with the relevant laws and regulations related to
environmental protection, the Group has been dedicated
to reducing the impact of its operating activities on the
environment.

A1: EMISSIONS

The Group is compliance with the Environmental
Protection Law of People’s Public of China, Law of
the People’s Republic of China on the Prevention and
Control of Solid Waste Pollution and Energy Saving
Law of the People’s Republic of China and other
relevant laws and regulations for the implementation
of the guidelines, policies, laws and regulations on
environmental protection of the State, so as to fully
improve the independent management standards on
environment.
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A. ENVIRONMENTAL PROTECTION (Cont’d) A. RIEBRE(F)

A1: EMISSIONS (Cont’d) Al BERU ()

In Year 2017, Shijiazhuang Enjian had not use
gaseous fuel such as towngas and LPG. Shijiazhuang
Enjian owns 3 motor vehicles, which are mainly used
by the management for picking up customers or
attending external meetings and also by staff for daily
travel or business purposes. Emissions from these
vehicles include nitrogen oxides (NOx), sulphur oxides
(SOx) and respirable suspended particulates (RSP, also
known as Particulate Matter (PM)); the total emissions
are 0.0021kg, 0.1147kg and 0.0015kg, respectively.

In Year 2017, the electricity consumed by
Shijiazhuang Enjian and Hong Kong office was
17,975kWh and 2,638kWh respectively, representing
8,099kg and 2,084kg of CO2 emitted respectively.

In order to minimise the number of wastes generated,
Shijiazhuang Enjian proactively recycles papers, toner
cartridges and electronic waste.

Compliance with relevant laws and regulations

In Year 2017, there was no material non-compliance
with relevant laws and regulations relating to waste
gas and greenhouse gas emissions, discharges into
water and land, and generation of hazardous and
non-hazardous wastes that have a significant impact
on the Group. Furthermore, no significant fines or
non-monetary sanctions for non-compliance with
relevant laws and regulations were imposed on us in
Year 2017.
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A. ENVIRONMENTAL PROTECTION (Cont'd)

A2: USE OF RESOURCES

With respect to the business, the Group understands
that materials used could have direct impact on
the quality of advertisements and surrounding
environment, as such, it sources and selects
environmentally friendly materials. The Group requires
major suppliers to use 3M materials or equivalent,
i.e. those adopting main material component of
Polyolefin as plastic material of advertising picture,
therefore, the waste produced will not cause serious
pollution problems.

Not only does the Group strictly abide to the
Energy Conservation Law of the People’s Republic
of China, it also develops employees in resources
saving and recycling habits in daily life. To protect
natural resources and increase operation efficiency,
the Group closely monitors the use of resources to
ensure their maximum use and avoid wasting. Each
department of the Group has to report on the use
of resources regularly and response to issues arisen
in a timely manner. In addition, the Group promotes
various measures on resources saving for enhancing
the awareness of energy conservation and emission
reduction, so as to use the resources effectively.

With respect to administration office, our employees
are provided with low-energy consumption laptops,
and energy-efficient lights are installed in the
office. In addition, the Group enhances employees’
awareness of energy efficiency through channels such
as e-mail and bulletins, encourage employees to turn
off lights and air-conditioners after work. The Group
has increased the number of video equipment in the
office and encourages the use of video conference
to reduce business trips, thereby reducing carbon
emissions due to use of transportation by staff.
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Environmental, Social and Governance Report

B

TtERERA®RS

A. ENVIRONMENTAL PROTECTION (Cont’d)

A2:

A3:

USE OF RESOURCES (Cont’d)

In Year 2017, Shijiazhuang Enjian has actively
introduced environmental protection measures in
office spaces, including (i) priority use of energy-
saving lighting and electrical appliances; (ii) turning
off electric equipment and lighting during non-office
hours; and (iii) reuse of papers and driving forward
paperless office gradually. In addition, the Group also
encourages staff to save resources, cherish food and
avoid waste of resources by beginning with trivial

things.
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ENVIRONMENT AND NATURAL RESOURCES

The Group encourages all staff to participate in
different kinds of recycling activities and minimise
In Year 2017, there is
no significant impact on the environment and natural

the use of natural resources.
resources from the operations of the Group.

Shijiazhuang Enjian actively promotes sustainable
development and environmental protection.
Shijiazhuang Enjian has implemented a series of
the aforesaid measures on utilisation of resources
and the operations of office in order to minimise

environmental impact of local areas.
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SOCIAL RESPONSIBILITY

The Group is deeply convinced that maintaining a good
relationship with its employees is one of the keys to
success. To enhance employee satisfaction, the Group
provides employees with competitive remuneration
packages and comprehensive training programs to
encourage them to show their strengths and potential in

Environmental, Social and Governance Report
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full play. The Group organises dinner party for employees
annually to enhance their sense of belongings and create a
friendly and harmonious working environment.

B1: EMPLOYMENT B1: {EfE
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The Group has implemented a rigorous recruitment
procedure to select and attract outstanding talents
for the Group through a combination of external
recruitment and internal training. As at the end of the
year of 2017, the proportion of employees employed
by Shijiazhuang Enjian by age band is as follows: (i)
36.11% is of 30 years old or below; (i) 52.78% is
between 30 and 50 years old; and (iii) 11.11% is over
50 years old.

11.11%

36.11% W 30 years old or below
30BRBIAT

[ Between 30 and 50 years old
30 E505%

[ Over 50 years old
508 A £
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Environmental, Social and Governance Report
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B. SOCIAL RESPONSIBILITY (Cont’d)

B1:

EMPLOYMENT (Cont’d)

In order to sustain the development and inject new
vitality to the Group, the Group organized job fairs
and recruitment activities through online platforms in
2017.

The Group has formulated and implemented the
“Code of Conduct for Employees”( (B T17 AR
&) ) to regulate comprehensively the behavior of all
employees of the Group in daily activities in meeting
the needs of modern enterprises. In the premise
of compliance with the Labor Law ( (& &)%) ),
the Labor Contract Law ( (B #)& [F%) ) and the
Industrial Injury Insurance Regulations ( { TSR 5
1) ) of the PRC, the Group formulates management
regulations in respect of recruitment, promotion,
dismissal, remuneration,

working hours, holidays,

benefits and retirement. The Group provides
employees with competitive salaries and benefits and
makes adjustments to salaries and benefits in a timely
manner according to the prevailing market conditions,
attract and retain talents and enhance their sense of

belongings.

The Group provides equal employment opportunities
for employees free from any form of discrimination:
age, nationality, race, gender and religious beliefs. We
are committed to creating a corporate culture and a
working atmosphere of equality, respect, diversity and
mutual support.
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Environmental, Social and Governance Report
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B. SOCIAL RESPONSIBILITY (Cont’d)

B1:

B2:

EMPLOYMENT (Cont’d)
Compliance with relevant laws and regulations

In Year 2017, The Group was not aware of
any material violation of the relevant laws and
regulations relating to the Group’s compensation
and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity,
anti-discrimination and other benefits and welfare.
In addition, no significant fines or sanctions were
imposed on us due to non-compliance with the
relevant laws and regulations in Year 2017.

HEALTH AND SAFETY

Shijiazhuang Enjian provides its employees a
comprehensive free annual check with the Health
Check Report ( (fZ2F B4 ¥ &) ) issued by the
Health Management Center of Bethune International
Peace Hospital of PLA, China.

The Group has formulated and carried out Safety
Management Rules ( (22 BB E) ), including:
(i) compliance with national safety production rules
and regulations by employees to improve their safety
awareness; (ii) improvement of safety measures to
perform a good job in security work. Employees
are required to do prevention work within their
responsible working area, such as taking fireproof and
theftproof measures, when they are off duty; and (iii)
arrangement of special personnel to conduct frequent
safety check and supervision and train staff, so as to
create a stable and safe working environment.
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1=

HERER®RSE

B. SOCIAL RESPONSIBILITY (Cont’d)

B2:

B3:

HEALTH AND SAFETY (Cont’d)
Compliance with relevant laws and regulations

In Year 2017, the Group was not aware of any
material violation of relevant laws and regulations
that have a significant impact regarding the provision
of a safe working environment and the protection of
employees from the Group’s occupational hazards. In
addition, there was no material penalty or sanction
imposed due to non-compliance with the relevant
laws and regulations in Year 2017.

DEVELOPMENT AND TRAINING

In Year 2017, the Group provided various practical
training programs for employees, including: (i) legal
knowledge training on contract clauses; (i) training
on market development and positioning; and (iii)
training on communication skills with customers.

The Group has formulated and implemented Staff
Training Policies ( (B THFJIE %K) ) to provide
appropriate training and development opportunities
for employees, thereby achieving the training and
business objectives. The details regarding the Group's
internal training programs will be displayed in the
bulletin board and updated training information will
be provided to employees from time to time.

The Group will arrange induction training courses
for new employees, provide them the information
regarding the Group, which includes: (i) the structure
and missions of the Group; (ii) the importance of
employees’ contributions to the Group's success; (iii)
the relationship between staff’'s own department and
other departments; and (iv) office procedures; and
show them around the different departments.
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B. SOCIAL RESPONSIBILITY (Cont’d)

B4: LABOR STANDARDS

The Group is aware that the employment of child
labour and forced labour is a serious breach of
universal values and is therefore responsible for
striving to prevent all employment of child labour
and forced labour and is in strict compliance with
all laws and regulations relating to the prohibition
of employment of child labour and forced labour.
The Group strictly complies with the labour contract
system. All employees will sign a labour contract or
employment agreement with the Group upon official
employment and the Group will check the relevant
certificates of the employees when they are officially
employed.

Compliance with relevant laws and regulations

In Year 2017, the Group was not aware of any
material violation of the relevant laws and regulations
prohibiting the employment of child labour or forced
labour in the Group. In addition, there was no
material penalty or sanction due to non-compliance
with the relevant laws and regulations in Year 2017.
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Environmental, Social and Governance Report
RE  HERERRSE

B. SOCIAL RESPONSIBILITY (Cont’d) B.

B5: SUPPLY CHAIN MANAGEMENT B5: tFEEHEEIE

The Group selects suppliers stringently and suitable
advertising production suppliers are selected in
accordance with the Regulations on Control of
Advertisements ( {ES B IR M) ) of the PRC. The
Group is deeply concerned about the production
quality of suppliers and regards it as one of important
conditions for the selection of suppliers. In addition
to the technical capabilities, delivery time and price
competitiveness of business partners, the Group is
also concerned about the environmental and social
performance within the supply chain and from time
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attention to sustainable development issues. The
Group requires suppliers to use 3M materials or
equivalent, the main ingredient of which is Polyolefin.
This polymer is biodegradable and will not release
poisonous gas during combustion; therefore, the
waste produced will not cause serious pollution
problems.
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B. SOCIAL RESPONSIBILITY (Cont’d)

B6: PRODUCT RESPONSIBILITY

The Group observes the Contract Law of the People’s
Republic of China ( (FEAREFMBEARE) ),
Advertising Law of the People’s Republic of China
((RFEARAMBIESA) ) and relevant laws
and regulations of the PRC. Before publishing an
advertisement, Shijiazhuang Enjian requires customers
to check whether the documentary evidence and
advertising drawings submitted by them are in
compliance with the Advertising Law of the People’s
Republic of China. Shijiazhuang Enjian is fully
responsible for the daily maintenance of advertising
media and pictures to ensure their completeness and
cleanness and avoid obvious color fading of pictures.
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During the period of advertisement publication,
if there are requirements from government
regarding the position and size of an advertisement,
Shijiazhuang Enjian will carry out accordingly.

Comply with relevant laws and regulations

In Year 2017, the Group was not aware of any
material violation of the relevant laws and regulations
that have a significant impact regarding the health
and safety, advertising, labeling and privacy of the
products provided by the Group and the remedial
methods. In addition, material fines were not
reported in Year 2017.
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Environmental, Social and Governance Report
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B. SOCIAL RESPONSIBILITY (Cont’d)

B7:

B8:

ANTI-CORRUPTION

The Group attaches great importance to anti-
corruption work. The Employee Manual sets out the
standards of conduct that all employees are required
to follow.

The Group has set up a Complaints Unit and has a
dedicated hotline and e-mail in place so that insiders
are able to report any unlawful or fraudulent conduct
to the Complaints Unit in a confidential manner, and
the whistleblowing person will be protected. The
dedicated e-mail is published on the Group’s website
at http://www.it-holdings.com.hk/c/contact_alert.php.

The Group has reviewed its code of practice, anti-
corruption measures and related guidelines on a
regular basis, and investigates reported misconduct
acts.

Comply with relevant laws and regulations

In Year 2017, none of the Group or its employees was
involved in any legal proceedings relating to bribery,
extortion, fraud or money laundering.

COMMUNITY INVESTMENT

The Group strives to assist the community where its
operates to create a harmonious, dynamic and livable
environment having taking into account priorities
such as local culture, environment and community
during the publication and design of advertisement.
The Group maintains its appropriate community
participation, supports community activities and
encourages employees to participate in activities and
community services with the aim of maintaining a
balance between work and life.
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Report of the Directors
EEEWSE

The Directors submit their report together with the audited
financial statements of the Company and its subsidiaries
(“Group”) for the year ended 30 June 2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the subsidiaries of the Company are set out in note
17 to the consolidated financial statements.

There were no significant changes in the nature of the
Company’s principal activities of the Group during the year.

SEGMENT INFORMATION

An analysis of the performance of the Group for the year by
operating segments are set out in note 13 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The Group’s consolidated results for the year ended 30 June
2017 and the state of affairs of the Company and the Group at
that date are set out in the financial statements on pages 85 to
93.

The Directors do not recommend the payment of a final
dividend in respect of the year ended 30 June 2017.

SUMMARY OF FINANCIAL INFORMATION

A summary of the results of the Group for each of the five
years ended 30 June 2017 and of the assets and liabilities of
the Group as at 30 June 2017, 2016, 2015, 2014 and 2013
respectively is set out on page 5 of this annual report.
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Report of the Directors

ESERE

BUSINESS REVIEW

A fair review of the business of the Group as well as discussion
and analysis of the Group's performance during the year
and the material factors underlying its financial performance
and financial position are set out in the section headed
“Management Discussion and Analysis” on pages 6 to 14 of

this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES
The Group's financial condition, results of operations,
businesses and prospects would be affected by a number of
risks and uncertainties including market risk, credit risk, and

liquidity risk. The risks and uncertainties of the Group are
shown in note 32 to the consolidated financial statements.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group commits to the long term sustainability of the
environment and communities in which it operates. Acting in
an environmentally responsible manner, the Group endeavours
to comply with laws and regulations regarding environmental
protection and adopt effective measures to achieve efficient use
of resources, energy saving and waste reduction.

The Group also commits to the principle and practice of
recycling and reducing. To help conserve the environment, it
implements green office practices such as re-deployment of
office furniture as far as possible, encourage use of recycled
paper for printing and copying, double-sided printing and
copying,
lightings, air conditioning and electrical appliances.

reduce energy consumption by switching off idle

For the year ended 30 June 2017, the Group was not subject to
any environmental penalty.
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Report of the Directors
EEEWSE

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

As far as the Board is aware, the Group has complied in
material respects with the relevant laws and regulations that
have a significant impact on the business and operation of
the Group. During the year, there was no material breach
of or material non-compliance with the applicable laws and
regulations by the Group except the non-compliance shown in
the corporate governance report of this annual report.

RELATIONSHIP WITH SUPPLIERS, CUSTOMERS
AND OTHER STAKEHOLDERS

The Group understands the importance of maintaining a
good relationship with its suppliers, customers and other
stakeholders to meet its immediate and long-term goals.

During the year, there was no material and significant dispute
between the Group and its suppliers, customers and/or other
stakeholders except the litigations shown in note 35 to the
consolidated financial statements.

PERMITTED INDEMNITY

Pursuant to the Bye-laws, the applicable laws and regulations,
every director shall be indemnified and secured harmless out
of the assets and profits of the Company against all actions,
costs, charges, losses, damages and expenses which they or
any of them may incur or sustain in or about the execution of
their duties in their respective offices. Such permitted indemnity
provision has been in force throughout the year. The Company
has maintained appropriate directors’ and officers’ liability
insurance cover for the directors and officers of the Company
and its subsidiaries.
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Report of the Directors

ESERE

PROPERTY, PLANT AND EQUIPMENT

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

BORROWINGS

Particulars of the borrowings of the Group are set out in note
24 to the consolidated financial statements.

SHARE CAPITAL

During the year, the Company issued and allotted (i)
159,249,356 new shares at a price of HK$0.1 per share by
means of placing which being part of the financial restructuring
exercise of the Group (the “First Placing”) for the purpose
of general working capital contributed to the Group; (ii)
75,000,000 new shares at the aggregate subscription price of
HK$750,000 pursuant to the terms of the deed of amendment
dated 12 August 2016 (as supplemented on 19 September
2016) entered into between the Company and Profit Eagle
(being part of the financial restructuring exercise of the Group)
(the “Subscription”) together with the issue of the CB1 for set
off its promissory note with outstanding principal amount of
HK$50 million held by Profit Eagle; and (iii) 31,849,871 new
shares at a price of HK$0.35 per share by means of placing
(the “Second Placing”) for repayment of an outstanding loan
of the Group. For details, please refer to the announcements
of the Company dated 12 August 2016, 19 September 2016,
24 October 2016, 7 November 2016, 18 November 2016, 21
November 2016 and 30 November 2016 respectively and the
circular of the Company dated 23 September 2016.

As at 30 June 2017, (i) net proceeds amounting to
approximately HK$12.22 million from the First Placing had been
used for general working capital of the Group; (ii) receipt from
the Subscription had been used for general working capital of
the Group; and (iii) net proceeds amounting to approximately
HK$10.6 million from the Second Placing had been used for
repayment of an outstanding loan of the Group.

Details of movements in the share capital of the Company

during the year are set out in note 29 to the consolidated
financial statements.
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Report of the Directors
EEEWSE

CONVERTIBLE BONDS

On 7 November 2016, the Company issued:

(i) the CB1 together with the 75,000,000 shares under
the Subscription to set off its promissory note with
outstanding principal amount of HK$50 million held by
Profit Eagle;

(i) the CB2 for converting the entire principal amounts of
HK$42 million and all accrued interests up to 12 August
2016 owed by the Group to Ms. Kuo Yi-Hui; and

(iii) the CB3 to not less than six placees for the purpose of
general working capital contributed to the Group.

As at 30 June 2017, the net proceeds amounting to
approximately HK$23.74 million from the CB3 had been used
for general working capital of the Group.

During the year ended 30 June 2017, (i) the CB2 amounting to
HK$45 million have been converted into 450,000,000 shares
and (i) the CB3 with a total principal amount of HK$25 million
have been fully converted into 250,000,000 shares.

Details of the convertible bonds of the Company and its
movement during the year are set out in the section headed
“Capital Structure” on pages 10 to 11 of this annual report
and note 26 to the consolidation financial statements
respectively.

RESERVES

Details of movements in the reserves of the Group and the
Company during the year ended 30 June 2017 are set out in
the consolidated statement of changes in equity on page 90 of
this annual report and in note 31 to the consolidated financial
statements respectively.

The Company had no distributable reserve as at 30 June 2017
(2016: Nil).

DONATIONS

No charitable donations was made by the Group during the
year ended 30 June 2017 (2016: Nil).
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Report of the Directors

ESERE

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-
laws or the Companies Act 1981 of Bermuda (as amended
from time to time) which would oblige the Company to offer
new shares of the Company on a pro rata basis to existing
shareholders of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest
customers and cost of sales from the five largest suppliers
accounted for approximately 35% and 90% of the total sales
and cost of sales for the year ended 30 June 2017 respectively.

The Group's largest customer and supplier accounted for
approximately 13% and 67% of the total sales and cost of
sales for the year ended 30 June 2017 respectively.

None of the Directors or any of their close associates or any
shareholders of the Company (which, to the best knowledge
of the Directors, owns more than 5% of the total number of
issued share of the Company) had any beneficial interest in the
Group's five largest customers and/or five largest suppliers for
the year ended 30 June 2017.

CONNECTED TRANSACTIONS

During the year, there were no significant transactions which
require to be disclosed as connected transactions in accordance
with the requirements of the GEM Listing Rules.

DIRECTORS

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

Executive Directors:

Mr. Ha Chuen Yeung

Mr. Lau King Hang

Dr. Chan Yiu Wing

Mr. Mazher Hussain (appointed on 19 October 2016)
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DIRECTORS (Cont’d)
Independent non-executive Directors:

Mr. Lee Ho Yiu, Thomas
Mr. Tse Yuen Ming
Ms. Liu Jianyi

In accordance with bye-law 84(1) and 84(2) of the Bye-laws, at
each annual general meeting of the Company, one-third of the
Directors for the time being (or, if their number is not a multiple
of three (3), the number nearest to but not less than one-third)
shall retire from office by rotation provided that every Director
shall be subject to retirement at least once every three years.
Accordingly, Mr. Ha Chuen Yeung and Dr. Chan Yiu Wing
shall retire at the forthcoming annual general meeting of the
Company and being eligible, offer themselves for re-election.

In accordance with bye-law 83(2) of the Bye-laws, any
Director appointed by the Board shall hold office until the
next following annual general meeting of members after his
appointment and be subject to re-election at such meeting.
Accordingly, Mr. Mazher Hussain shall retire at the AGM and
being eligible, offer himself for re-election.

The Company confirmed that it has received from each of the
independent non-executive Directors an annual confirmation
of his/her independence pursuant to Rule 5.09 of the GEM
Listing Rules and the Company considers all of them to be
independent.

The Directors’ biographical details are set out on pages 15 to
19 of this annual report.

DIRECTORS' SERVICE CONTRACTS

Each of the executive Directors has entered into a service
contract and each of the independent non-executive Directors
has signed a letter of appointment with the Company
commencing from their respective date of appointment. All of
them are subject to retirement by rotation and re-election in
accordance with the Bye-laws.
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Report of the Directors

ESERE

DIRECTORS' SERVICE CONTRACTS (Cont’'d)

Mr. Ha Chuen Yeung who is executive Director, entered into
the service contract with the Company for a term of two years
commencing from 24 March 2016 and shall continue thereafter
until terminated by either party giving to the other not less
than three month notice in writing. As at 30 June 2017, such
service contract has not been terminated by either party.

Mr. Lau King Hang who is executive Director, entered into the
service contract with the Company for a term of two years
commencing from 24 March 2016 and shall continue thereafter
until terminated by either party giving to the other not less
than three month notice in writing. As at 30 June 2017, such
service contract has not been terminated by either party.

Dr. Chan Yiu Wing who is executive Director, entered into the
service contract with the Company for a term of two years
commencing from 24 March 2016 and shall continue thereafter
until terminated by either party giving to the other not less
than three month notice in writing. As at 30 June 2017, such
service contract has not been terminated by either party.

Mr. Mazher Hussain who is executive Director, entered into
the services contract with the Company for a term of two
years commencing from 19 October 2016 and shall continue
thereafter until terminated by either party giving to the other
not less than three month notice in writing. As at 30 June
2017, such service contract has not been terminated by either

party.

Mr. Tse Yuen Ming who is independent non-executive Director,
entered into an appointment letter with the Company for a
term of three years commencing from 13 November 2014.

Mr. Lee Ho Yiu, Thomas who is independent non-executive

Director, entered into an appointment letter with the Company
for a term of three years commencing from 24 March 2016.
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DIRECTORS' SERVICE CONTRACTS (Cont’d)

Ms. Liu Jianyi who is independent non-executive Director
entered into an appointment letter with the Company for a
term of three years commencing from 24 March 2016.

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

EMOLUMENTS OF DIRECTORS AND THE FIVE
HIGHEST PAID INDIVIDUALS

Details of the Directors’ emoluments and of the five highest
paid individuals in the Group are set out in note 10 to the
consolidated financial statements.

DIRECTORS' OR CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITION IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, none of the Directors nor the chief
executives of the Company and their respective associates
had any interests and short positions in any shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (Cap. 571, Laws of Hong Kong) (“SFO")
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO),
or which were required to be recorded in the register kept
by the Company under Section 352 of the SFO, or otherwise
required to be notified to the Company and the Stock Exchange
pursuant to the required standard of dealings by directors as set
out in Rule 5.46 to 5.67 of the GEM Listing Rules.
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Report of the Directors

ESERE

SHARE OPTION SCHEMES

The Company’s share option scheme which was adopted on 5
July 2002 (“Old Scheme"”) has expired and a new share option
scheme (“New Scheme”, together with Old Scheme, the “Share
Option Schemes”) was adopted by an ordinary resolution
passed by the shareholders at the annual general meeting of
the Company held on 23 November 2012 (“Adoption Date").
The New Scheme constitutes a share option scheme governed
by Chapter 23 of the GEM Listing Rules and will remain in
force for 10 years from the Adoption Date. Apart from the
Share Option Schemes, the Company has no other share option
scheme as at 30 June 2017.

Upon the expiry of the Old Scheme, no further option can be
offered thereunder but any options granted prior to such expiry
but not yet exercised shall continue to be valid and exercisable.

The purpose of the Share Option Schemes are to enable the
Company to grant options to the Participants (as defined
below) as incentives and rewards for their contribution to the
Company or its subsidiaries.

Participants under the Share Option Schemes include any
employee or consultant, advisor, agent, contractor, client or
supplier of the Company or any of its subsidiaries who is in
the sole opinion of the Board has contributed or is expected
to contribute to the Group. The principal terms of the share
option schemes are summarized as follow:

The subscription price shall be determined by the Board in its
absolute discretion but in any event shall be at least the highest

of:

(i) the nominal value of the shares;
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SHARE OPTION SCHEMES (Cont’d)

(ii) the closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange on the
date of grant which must be a business day; and

(iii) the average closing price of the shares as stated in the
daily quotations sheets issued by the Stock Exchange for
the five business days immediately preceding the date of
grant.

Upon acceptance of the options, the grantee shall pay HK$1.00
to the Company as consideration for the grant. The acceptance
of an offer of the grant of the option must be made within
28 days from the date of grant. An option must be exercised
within 10 years from the date on which it is granted or such
shorter period as the Board may specify at the time of grant.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Share Option
Schemes and any other share option schemes of the Company
shall not, in the absence of shareholders’ approval, in
aggregate exceed 10% of the shares of the Company in issue
as at the date of approval of the Share Option Schemes. The
Company may seek approval by the shareholders at general
meeting to refresh the 10% limit (the “Option Scheme Limit").
However, the total number of shares available for issue under
exercise of options which may be granted under the Share
Option Schemes in these circumstances must not exceed 10%
of the number of the issued share of the Company as at the
date of approval of the refreshment of the Option Scheme
Limit.
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Report of the Directors

ESERE

SHARE OPTION SCHEMES (Cont‘d)

The Option Scheme Limit has been refreshed on 30 December
2014 at the general meeting. Based on 796,246,784 shares of
the Company in issue as at 30 December 2014, the maximum
number of shares of the Company which may be issued upon
the exercise of all the options granted or to be granted under
the New Scheme or any other share option schemes of the
Company must not, in aggregate, exceed 79,624,678 shares,
being 10% of the shares in issue as at 30 December 2014. The
Company has not granted any options under the New Scheme
since its adoption.

As at 30 June 2017, (i) there were 7,590 options granted and
outstanding under the Old Scheme representing approximately
0.00076% of the total number of shares of the Company in
issue as at 30 June 2017; and (ii) the Company was allowed to
grant options up to 15,924,935 Shares under the New Scheme
(after adjustment as a result of the Capital Reorganization
effective on 4 November 2016).

The maximum number of shares which may be issued upon
exercise of all options which then have been granted and have
yet to be exercised under the Share Option Schemes and any
other share option schemes must not in aggregate exceed 30%
of the shares of the Company in issue from time to time.

The total number of shares issued and to be issued upon
exercise of options (whether exercised or outstanding) granted
in any 12-month period to:

(i) each eligible Participant must not exceed 1.0% of the total
number of shares of the Company in issue; and

(i) a substantial shareholder of the Company or an
independent non-executive director must not exceed 0.1%
of the total number of shares of the Company in issue and
not exceed HK$5.0 million in aggregate value.
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SHARE OPTION SCHEMES (Cont’d)

Particulars of the movement of the outstanding options in
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Number of share options
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Report of the Directors

ESERE

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITION IN SHARES AND UNDERLYING
SHARES

As at 30 June 2017, so far as is known to the Directors, the
following persons, not being Directors or chief executive of
the Company had, or were deemed to have, interests or short
position in the shares or underlying shares which would fall to
be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO, as recorded in the register
required to be kept by the Company under section 336 of the
SFO:

Long Positions in Shares and Underlying Shares of the
Company

FERRAROREBERG ZEER
KR

R-ZZE—EFRNA=TH REFHM THA
T (AHFEFHARAETEZTRAR) RN
HEBRN P REIRESERAREESFLY
EIRPIEXVERE2 K 535 §F 2 R X [ A A B
BZEDSIAR  INARRAREEFLBE
ROIE336IRAFE 2B Lok z etk

NP
KRB

REQXARGREERD ZHFR

Total number
Number of  of Shares and

Number of underlying underlying  Approximately
shares shares shares  percentage of
Name of shareholders Capacity interested interested interested  shareholding
ERREREZ BEREz BEERZRG FREQ
RRE® 54 ROBE HBEROHEE RABRGAH BAl
(Note 2)
(Hf:t2)
Profit Eagle Limited (Note 1) Beneficial owner 75,000,000 605,000,000 680,000,000 68.14%
Profit Eagle Limited (/7:£7) EHBEEA
Lee Kuo-Juy (Note 1) Interest of a controlled corporation 75,000,000 605,000,000 680,000,000 68.14%
FEIs (fit1) RErEER
Kuo Yi-Hui Beneficial owner 150,000,000 50,000,000 200,000,000 20.04%
BHE ERBEAA
Kwok Kai Sing Benny Beneficial owner 100,000,000 - 100,000,000 10.02%
BBRRAX BRERA
Leung Ka Wei Angela Beneficial owner 76,000,000 - 76,000,000 7.62%
2522 BRBEAA
Chan Wah Lit Beneficial owner 78,200,000 - 78,200,000 7.84%
BREEZ BRBERA

Notes: 1. Profit Eagle Limited is wholly-owned by Mr. Lee Kuo-Juy and,
therefore, Mr. Lee Kuo-Juy is deemed to be interested in the
680,000,000 shares and underlyuing shares held by Profit Eagle
Limited.

2. These shares may be allotted and issued upon exercise of the

conversion rights attached to the convertible bonds issued by the
Company.
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Kfa#: 1. Profit Eagle Limited A ZEEUIRSLAE R EA - UL
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Report of the Directors
EEEWSE

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITION IN SHARES AND UNDERLYING
SHARES (Cont’d)

Save as disclosed above, as at 30 June 2017, the Directors are
not aware of any other person, other than the Directors and
the chief executive of the Company who had, or was deemed
to have, interest or short position in the shares or underlying
shares that has to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and as
recorded in the register required to be kept under section 336
of the SFO.

SUBSIDIARIES

Details of the Company’s subsidiaries at 30 June 2017 are set
out in note 17 to the consolidated financial statements.

DIRECTORS' INTERESTS IN CONTRACTS OF
SIGNIFICANCE

There was no contract of significance to which the Company or
any of its subsidiaries was a party and in which a Director had a
material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.
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TERRRROKREERD 2 Em K

wE (E)

BREXFBEEEIN R-E—LFA=1TH"
EZVTHNEREETRARARAEIETHRABSIN
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Report of the Directors

ESERE

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the sections headed “SHARE OPTION
SCHEMES” and “DIRECTORS’" OR CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES OR DEBENTURES” above, at no time
during the year ended 30 June 2017 was the Company or any
of its subsidiaries, or any of its fellow subsidiaries, a party to
any arrangement to enable the Directors or chief executives of
the Company or their respective associates (as defined in the
GEM Listing Rules) to have any right to subscribe for securities
of the Company or any of its associated corporations as defined
in the SFO or to acquire benefits by means of acquisition of
shares in, or debentures of, the Company or any other body
corporate.

DIRECTORS' INTERESTS IN COMPETING BUSINESS

During the year and up to the date of this annual report, none
of the Directors, the management shareholders or substantial
shareholders of the Company or any of their respective close
associates (as defined in the GEM Listing Rules) has engaged
in any business that competes or may compete either directly
or indirectly with the business of the Group, or have any other
conflict of interests with the Group.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the year ended 30 June 2017.
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Report of the Directors
EEEWSE

CORPORATE GOVERNANCE

The Company is committed to maintain a high standard
of corporate governance. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 20 to 44 of this annual

report.
EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2017, the Group employed a total of 67
and the total
remuneration (including Directors’ remuneration) for the
year ended 30 June 2017 was approximately HK$9,643,000
(2016: HK$7,218,000). The Group remunerates its employees
based on their individual performance, working experience,

employees (including Directors) (2016: 46),

qualification and the prevailing market price. Other benefits
provided by the Group to the employee include mandatory
provident fund, insurance and medical coverage, training

programs and share option scheme.

The Company adopted the Share Option Schemes where share
options to subscribe for shares of the Company may be granted
to the eligible participants of the Group. No share options
have been granted to the eligible participants under the New
Scheme during the year ended 30 June 2017.

RETIREMENT BENEFIT PLANS

Other than operating the statutory mandatory provident fund
scheme for Hong Kong employees and participating in social
insurance for its employees in the PRC in accordance with the
relevant PRC regulations, the Group has not operated any other
retirement benefits schemes for the Group's employees.
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Report of the Directors

ESERE

MATERIAL EVENTS AFTER THE REPORTING
PERIOD

There are no significant events after the reporting period.
SUFFICIENCY OF PUBLIC FLOAT

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

AUDITOR

Elite Partners CPA Limited was appointed as auditor of the
Company on 8 August 2016 to fill the casual vacancy following
HLB Hodgson Impey Cheng Limited ceased to act as auditor
of the Company with effect from the conclusion of the annual
general meeting of the Company held on 24 March 2016.

The consolidated financial statements for the year ended 30
June 2017 have been audited by Elite Partners CPA Limited
who will retire, and being eligible, offer themselves for re-
appointment at the forthcoming annual general meeting of the
Company.

A resolution for the re-appointment of Elite Partners CPA

Limited as auditor of the Company is to be proposed at the
forthcoming annual general meeting of the Company.
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Report of the Directors
EEEWRSE

PUBLICATION OF INFORMATION ON WEBSITES

This annual report is available for viewing on the website of
Stock Exchange at www.hkex.com.hk and on the website of the
Company at www.it-holdings.com.hk.

On behalf of the Board
INNO-TECH HOLDINGS LIMITED
Ha Chuen Yeung

Executive Director

Hong Kong, 19 September 2017
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Independent Auditors’ Report
B M % B R S

10th Floor

elite
< partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE SHAREHOLDERS OF INNO-TECH HOLDINGS
LIMITED
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Inno-
Tech Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages
85 to 208, 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 summary of significant accounting policies and other
explanatory information.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position
of the Group as at 30 June 2017, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have
been properly prepared in compliance with the disclosure
requirements of Hong Kong Companies Ordinance.
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Independent Auditors’ Report
M A% BRM R 5

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
(the “Code”)

and we have fulfilled our other ethical responsibilities in

“Code of Ethics for Professional Accountants”

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

MATERIAL UNCERTAINTY IN RELATION TO
GOING CONCERN

We draw attention in note 3(b)(i) to the consolidated financial
statements which describes that the Group had net current
liabilities and net liabilities with the amount of approximately
HK$73,349,000 and approximately HK$584,226,000
respectively. These conditions, along with other matters as set
forth in note 3(b)(i) to the consolidated financial statements,
indicate the existence of a material uncertainty that may cast
significant doubt on the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of on this
matter.

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 for the year ended 30 June
2017. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate
opinion on these matters.
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Independent Auditors’ Report
B M % BRD )R

Key audit matter

BREEREH

How the matter was addressed in our audit

ESETERRNMERZER

Accounting for convertible bonds

TRRESHETEE

During the year, the Company issued three
convertible bonds with the aggregate fair values
amounting to approximately HK$680,331,000 on
initial recognition, as explained in note 26 to the
consolidated financial statements. These convertible
bonds were designated by management as financial
liabilities as at fair value through profit or loss on
initial recognition. Significant losses were recognised
for the current year relating to the convertible bonds
as explained in note 26 to the consolidated financial
statements of which some were related to initial
recognition and some were subsequent fair value
remeasurement on conversion and at the end of the
reporting period.

FRN ARABIT=MATFTELBEINLEROAE
680,331,000/ 7T &) AT #2 I {8 75 (4R & B 75 3 5% Y
26 ) -RUTHRR REFABRRESFKERRE
BERRATEFABZNCREBE DA RRE
FRAFERABEANEE (NEFEE M B WK W26/
B) - EhEoBlnEREELBO RMA R E
‘ATFEER WRHREHRMER -
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Our major audit procedures relating to accounting for
convertible bonds included the following:
FARRESNETEENFEEREFBEUTSE
I8 :

. We examined the terms of the convertible bonds
agreement;

BEECESARBRESHENORG

e We assessed the objectivity, independence and
competence of the valuation expert;

EECHEEESEROTEE BN

e We discussed with the valuation expert on
appropriateness of valuation methodology and
assumptions being used in determining the fair
value of the convertible bonds.;
EEORARNETCAIRRES A TFEZEERTER
BRREGEZFTETAR:
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Independent Auditors’ Report
B M % BRD )R

Key audit matter

BREELER

How the matter was addressed in our audit

EEETERRUNAEEZER

Accounting for convertible bonds

TRRESHETEE

Since certain key inputs used in the estimation of
the fair values of these convertible bonds cannot be
derived directly from observable active markets, the
fair values have been determined using valuation
techniques with both observable and unobservable
inputs and with certain key assumptions. Changes
in the key assumptions and inputs could significantly
affect the fair values of these convertible bonds and
hence have significant impact in the profit or loss.
The fair value of the convertible bonds designated at
fair value through profit or loss at 30 June 2017 was
HK$569,990,000.
HRETRAREFZEAIREREFATFEZEZZHA
HEBEAEERIUSRSERMSES R FENER
HERMATBERETNIBEEHABERETEER
RETFT - FTERINBABIE 2 Z A e W ZE A
REFATFEEEATE YTRARHERELAEAY
E-R_T—tFRA=ZTH HEETRLFEFA
B2 AR E S 2 X F{E4569,990,000% 7T

Significant judgment had been exercised by
management with regard to the determination of fair
values of the convertible bonds on initial recognition
and subsequently and accordingly the fair value
measurement of convertible bonds is determined as
one of the key audit matters.
ERECHNNLSERRETAIRRES 2 A TEE
HERAE RErBRESZ AFEFSELERE
ER—HAREZER-
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We assessed the methodologies used and the
appropriateness of the key assumptions based on
our knowledge of the relevant finance instruments;
and
EECRETENHEM G T A Z MBFEAAER
ZHERBBRBRZEZE : &

We assessed the related disclosures of convertible
bonds in the consolidated financial statements.

BEE MG UBRENTRRES HABRE -

Annual Report 16/17 £ 16/17



Independent Auditors’ Report
B M % BRD )R

OTHER INFORMATION

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

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
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, 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.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group's ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.
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Independent Auditors’ Report
M A% BRM 3R 5

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

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

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 90 of Bermuda Companies Act 1981, 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:

e 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.
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Independent Auditors’ Report
B M % B R S

e  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.

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

e 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.

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

Annual Report 16/17 £3§ 16/17

THREEZABANANNEE URFER
IBATEEENEREF BEMILFE
EREAMEENBERERERER -

‘H_fEm

T EEEMRASTERNEE M REDR
AT AR ENESE M-

HEZRABBKL S ERNEE HIE
HEw - WIRBAMERNERRE  RER
BEERFRFIBAEENEXNTHAR
ZoRMmAKERYE ERENRELE
RNELEARM - HMEFARFHEERKR
THBIRR AIABEEZBMRE IR
m&ETAW$$%$WH@&§°ﬁﬁ
FHRENE MBI EEFMNER -BFN
%ﬁﬂﬁﬂﬁiﬁ%%ﬁiaiﬁw )
BZRE AWM KREBEABRAIELE

B EEETARERE-

AHEETERERNERIIRAN  E#
AR (BREEE)UARGAMBRERES
NEZ2FEERXHNEIE-

¥ EEBEANSEESERITINNBE
ﬂﬁﬂ%i@%m ZRE - Mﬁﬁ &8
Wﬁ%?%g cEEZAEBRE EEBRH

l%@'iﬁéﬁmvﬂgﬁﬁi%
%’i\n B

LEDRIEE L (R B BT EHE Kk
AARERERER (BEREFEERTHE
AREENEMNEAT ) £1TBR-

INNO-TECH HOLDINGS LIMITED E &2 AR A 7



84

Independent Auditors’ Report
B M % B R

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

From the matters communicated with those charged with
governance, we determine those matters that were of
most significance in the audit of the consolidated financial
statements for the year ended 30 June 2017 and are therefore
the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

The engagement partner on the audit resulting in this
independent auditor’s report is Yip Kai Yin with Practising
Certificate number PO5131.

Elite Partners CPA Limited
Certified Public Accountants

10th Floor
8 Observatory Road
Tsim Sha Tsui

Kowloon, Hong Kong

19 September 2017
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Consolidated Statement of Profit or Loss
mEEmK

For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

2017 2016
—E—tF —T—RF
Notes HK$’000 HK$°000
it FET FEr
Revenue W& 5 48,121 42,208
Cost of sales HEM A (46,029) (41,163)
Gross profit EF 2,092 1,045
Other income H b A 6 2,618 222
Marketing and promotion expenses M5 HE NS EH & (987) (842)
Administrative expenses TR (31,263) (17,261)
Finance costs MHBER 7 (4,898) (17,576)
Changes in fair value of financial JEZAQAFEFFABEZSHE
assets at fair value EZAFEEE
through profit or loss 10 (27)
Extinguishment of repayment of & & i =%
promissory notes (289,250) -
Extinguishment of repayment of  BEEE
borrowings (196,986) -
Loss on issuance of BT BmRES 2B
convertible bonds (101,088) -
Loss upon conversion of HBRMmRESFR ZEE
convertible bonds (91,855) -
Fair value loss on AR ESRZ
convertible bonds NEEEE (242,315) -
Impairment loss on EWEFREEE
loan receivables (6,000) -
Loss before income tax RR P18 Bl AT B 18 (959,922) (34,439)
Income tax FS7% 106 130
Loss for the year FREE (959,816) (34,309)
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Consolidated Statement of Profit or Loss

=] =1 &2
mEBHER
For the year ended 30 June 2017 #EZ_=—F—+FNNA=1THIFE

2017 2016
—B—tF —E-RF
Notes HK$’000 HK$°000
it FET FHET
Loss for the year THALEMN
attributable to: FRESR:
Owners of the Company ZIN/NETEF =N 11 (959,816) (34,309)
(Restated)
(L&)
Loss per share attributable to AR FEA AEL
the owners of the Company BREE
- Basic and diluted —EARREE
(HK$ per share) (BRBT) 12 (2.01) (0.22)

The accompanying notes form an integral part of these
consolidated financial statements.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

SEeEEREMEER AR

For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

2017 2016
—B—tF —E-RF
HK$000 HK$°000
FET FHETT
Loss for the year FEER (959,816) (34,309)
Other comprehensive income FEHMEEmKEA
for the year
ltems that may be reclassified HigngamoEs
subsequently to profit or loss: BmoEE
Exchange differences on translation of &8 /N E A 7B 1% ¥k =
financial statements of EECIEREZRE
overseas subsidiaries 3,119 1,044
Other comprehensive income FEHMEEmKEA
for the year 3,119 1,044
Total comprehensive loss FEXHEBBEARE
for the year (956,697) (33,265)
Total comprehensive loss THATELFEFEEZE
for the year attributable to: R
Owners of the Company ViN/NEIEF SN (956,697) (33,265)

The accompanying notes form an integral part of these

consolidated financial statements.

Annual Report 16/17 £3§ 16/17

BERIP XAz S ir A M mR < AR R -

INNO-TECH HOLDINGS LIMITED E &2 AR A 7

87



Consolidated Statement of Financial Position
e B AROR &

As at 30 June 2017 R-F—+FNA=+H

2017 2016
—E—tF —E-RF
Notes HK$000 HK$'000
B #t FET FET
Non-current assets EREBEE
Property, plant and equipment LER e 14 473 589
Intangible assets mREE 15 = 423
Goodwill S 16 - -
Investment deposits KERE 20 15,000 =
15,473 1,012
Current assets RBEE
Financial assets at fair value LAFEEABRZ
through profit or loss EEEE 18 53 43
Account receivables JE Ui BR 3Rk 79 2,658 3,510
Prepayments, deposits and other ~ FERFIE R4 &
receivables H b U /IR 20 4,444 21,094
Cash and cash equivalents HeMBeEEY 21 10,806 5,438
17,961 30,085
Current liabilities REAE
Account payables, accrued EAER B ERAR
expenses and other payables H b e 5RI8 22 34,421 45,044
Borrowings BE 24 - 44,500
Promissory notes EAHER 25 - 50,000
Convertible bonds AR ES 26 43,640 -
Tax payable JE T B IE 27 13,249 15,777
91,310 155,321
Net current liabilities REBEETFE (73.,349) (125,236)
Total assets less current BEERRBERE
liabilities (57,876) (124,224)
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Consolidated Statement of Financial Position
e B AR OR &

As at 30 June 2017 R-F—+FNA=+H

2017 2016
—E—tF —E—RF
Notes HK$°000 HK$'000
ok FAETT FHET

Non-current liabilities ERBERE
Convertible bonds Al 2 I & 5 26 526,350 =
Deferred taxation IR T 28 S 106
Borrowings BE 24 - 10,000
526,350 10,106
Net liabilities EEFE (584,226) (134,330)

Equity Em

Share capital & A 29 9,979 79,625
Reserves k] 31 (594,205) (213,955)
Total deficit JE5 4t 48 28 (584,226) (134,330)

The consolidated financial statements were approved and

authorised for issue by the board of directors on 19 September

2017 and are signed on its behalf by:

Ha Chuen Yeung
ERE
Director

EF

The accompanying notes form an integral part of these

consolidated financial statements.
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Consolidated Statement of Changes in Equity

RERBREH X

For the year ended 30 June 2017 #HZ_-—F—+FNNA=+HILFE

Share Capital
Share Share option  Contributed  redemption Exchange Other  Accumulated
capital premium reserve surplus reserve reserve Teserves losses Total
iz ROER  BRERE BABE HIREREE EifRE RiE g8 Lh
HK$000 HKS 000 HKS 000 HK$ 000 HK$ 000 HKS000 HK$ 000 HK$ 000 HK$ 000
TET TET TET AT Az AT AT FEr FEr
At 1 July 2015 79,625 1,049,931 38714 52,959 43 (883) (183) (1,320,711) (101,065)
Loss for the year - - - - - - - (34,309) (34,309)
Other comprehensive loss for the year:
Items that may be reclassified subsequently to
profit or loss 2R
Exchange difference on translation of BEENNBARGBERE
financial statements of overseas subsidiaries EEZEREE - - - - S 1,044 = = 1,044
Total comprehensive income for the year FERANAEE - - - - - 1,044 - (34,309) (33,265)
Lapse of share options BRERN - - (86) - - - - 86 -
At 30 June 2016 79,625 1,049,931 38,628 52,959 43 161 (183) (1,354,934) (134,330)
Loss for the year - - - - - - - (959,816) (959,816)
Other comprehensive loss for the year:
Items that may be reclassified subsequently to
profit or loss:
Exchange difference on translation of BERNHRAREHRE
financial statements of overseas subsidiaries E47EREE - - - - - 3,119 - - 3,119
Total comprehensive income for the year ER2ARALE - - - - - 3,119 - (959,816) (956,697)
Placing of shares 16,243 9219 - - - - - - 25,462
Capital reorganisation (93,639) - - 93,639 - - - - -
Issue of subscription shares 750 36,750 - - - - - - 37,500
Issue of shares upon exercise of convertible bonds 7,000 436,839 - - - - - - 443839
At 30 June 2017 R=F-tExA=1R 9,979 1,532,739 38,628 146,598 15} 3,80 (783)  (2,314,750) (584,226)
The accompanying notes form an integral part of these BEKIIiEAZSLRAMERE ZAMKIMD -

consolidated financial statements.
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Consolidated Statement of Cash Flows

HEBRETRER

For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

2017 2016
—E—tF —T—RF
Notes HK$’000 HK$°000
it FET FEr
Cash flows from operating REXBEEZ
activities BERE
Loss for the year FEEHE (959,816) (34,309)
Adjustments for: MATHBELAE:
Income tax Fris %t 9 (106) (130)
Depreciation e 14 256 345
Impairment loss on account FEW AR R 2 R E B 18
receivables 395 -
Amortisation of intangible myEE#E
assets 15 423 522
Interest income MEHA (114) (10)
Dividend income RN 6 (2) (33)
Extinguishment on repayment BEAHZER
of promissory notes 289,250 -
Extinguishment on repayment BEEE
of borrowings 196,986 -
Fair value loss on AR ES 2
convertible bonds NFEEE 242,315 -
Loss on issuance of BT BRRESZ
convertible bonds (R 101,088 -
Loss upon conversion of HpnmRESRE 2
convertible bonds = 91,855 -
Change in fair value financial BAFEFABRZ
assets at fair value through CRMEEZATE
profit or loss =) (10) 27
Finance costs MBER 7 4,898 17,576
Loss on disposal property, plant HEWE - HE R
and equipment R BB 10 -
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Consolidated Statement of Cash Flows

HEHEMEB R

For the year ended 30 June 2017 #EZ_=—F—+FNNA=1THIFE

2017 2016
—E—+F —T-RF
Notes HK$’000 HK$°000
it FET FET
Operating cash flows before KItEEESEHAZ
movements in working REBERE
capital (32,572) (16,012)
Decrease /(increase) in account FEUBR FUR A, ()
receivables 384 (1,493)
Decrease in prepayments, FERNRIE -ZE2 R
deposits and other receivables At JE SRR IE R 1,577 1,983
Increase in trade payables, BEHRNER B ER K
accrued expenses and other HL A FE ST IR E N
payables 2,498 2,905
Net cash used in operating REEKFRAZ
activities BHEFEE (28,113) (12,617)
Cash flows from investing RETBEEZ
activities HeEReE
Interest received 2 H A 114 10
Dividend received 2B 2 33
Payment for purchase of BEME BWE &
property, plant and equipment BT (151) (46)
Net cash used in investing REFTEBFAZ
activities ReFE (35) (3)

INNO-TECH HOLDINGS LIMITED E &R AR AR

Annual Report 16/17 £ 16/17



Consolidated Statement of Cash Flows

nv—_ﬁ | IE%/)ILE%

For the year ended 30 June 2017 #Z - F—+FNA=+HIFE

2017 2016
—E—tF —T—RF
Notes HK$’000 HK$°000
it FET FHETT
Cash flows from financing METHEEZ
activities REeRE
Proceeds from borrowings EE RS IE 9,000 12,500
Repayment of borrowings BEBE (21,500) =
Net proceeds from issue of BOABMRES
convertible bonds FriS IR F 58 24,329 =
Net proceeds from placing of fic & I 10 P15 XI5 58
shares 25,462 -
Net proceeds from issue of BIREBROFE
subscription shares RIEF R 750 -
Interest paid EAHE (4,898) (1,300)
Net cash generated from METBHEEZ
financing activities B FE 33,143 11,200
Net increase/(decrease) in HeERASEEYEM
cash and cash equivalents (RD)F&E 4,995 (1,420)
Effect of foreign exchange IEEZSBH2EE
rate changes 373 (648)
Cash and cash equivalents at FHZRERRESEEY
the beginning of the year 5,438 7,506
Cash and cash equivalents at FHRZEESRESEEY
the end of the year 10,806 5,438
Analysis of balances of cash ReRESEEY
and cash equivalents: Ao
Being: V=
Cash and cash equivalents e kReZEEYD 21 10,806 5,438

BERT M A SR FaR A MR R 2 ARCER D

The accompanying notes form an integral part of these
consolidated financial statements.
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Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

1.

GENERAL INFORMATION

Inno-Tech Holdings Limited (the “Company”) was
incorporated in Bermuda on 19 November 2001 as
an exempted company with limited liability under the
Companies Act of Bermuda. The shares of the Company
are listed on the Growth Enterprise Market (the “"GEM")
of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are located
at Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda and Suite B, 6/F., One Capital Place, 18 Luard
Road, Wanchai, Hong Kong respectively.

The Company is an investment holding company. The
principal activities of the Company’s subsidiaries are
engaged in the provision of outdoor advertising on buses
and bus stations and television advertising operation in the
People’s Republic of China and event management and
marketing services in Hong Kong.

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

In the current year, the Group has applied the following
new and revised HKFRSs issued by the Hong Kong Institute
Certified Public Accountants (“HKICPA").

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

Consolidation Exception

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

Amendments to HKAS 1 Disclosure Initiative
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Notes to the Consolidated Financial Statements

e MR m AR M

For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

Amendments to HKAS 16 Clarification of Acceptable
and HKAS 38 Methods of Depreciation
and Amortisation
Amendments to HKAS 16 Agriculture: Bearer Plants

and HKAS 41
Amendments to HKFRSs Annual Improvements to
HKFRSs 2012-2014 Cycle
HKFRS 14 Regulatory Deferral Accounts

Amendments to HKAS 27 Equity Method in Separate
(2011) Financial Statements

The application of the new and revised HKFRSs in the
current year has had no material impact on the Company's
financial performance and positions for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.
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Notes to the Consolidated Financial Statements

e B R m AR M

For the year ended 30 June 2017 #Z - F—+FNA=+HIFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet
effective:
HKFRS 9 Financial Instruments’

Revenue from Contracts with
Customers’

HKFRS 15 and
amendments to HKFRS 15

HKFRS 16 Leases?

Classification and
Measurement of
Share-based Payment
Transactions’

Sale or Contribution of

Amendments to HKFRS 2

Amendments to HKFRS 10

AEBYEREFERAATERMERRE
W] BB BB HRELER

BEMISIREER SR T A
EE95%

%%%ﬁﬁ%ﬁ% BFEA#HM
FISRLB BT RS

ERIE155% (187])

BESISREER g2

and HKAS 28

Amendments to HKAS 7

Amendments to HKAS 12

Assets between an

Investor and its Associate

or Joint Venture’
Disclosure Initiative?

Recognition of Deferred

Tax Assets for Unrealised
Losses?

Transfers on Investment
Property’

Annual Improvements to
HKFRSs 2014-2016 Cycle®

Amendments to HKAS 40

Amendments to HKFRSs

HK (IFRIC) Interpretation 22  Foreign Currency
Transactions and Advance
Consideration’

HK(IFRIC) Interpretation 23 Uncertainty over Income
Tax Treatments?

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

’ Effective for annual periods beginning on or after 1 January 2019

7 Effective for annual periods beginning on or after a date to be
determined

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

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

1 January 2018, as appropriate
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Notes to the Consolidated Financial Statements
e B RS R AR M R

For the year ended 30 June 2017 #Z - F—+FNA=+HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

HKFRS 9 Financial Instruments

HKFRS 9 has introduced new requirements for a)
classification and measurement of financial assets, b)
impairment of financial assets and c) general hedge
accounting.

Specifically, with regard to the classification and
measurement of financial assets, HKFRS 9 requires all
recognised financial assets that are within the scope
of HKFRS 9 to be subsequently measured at amortised
cost or fair value. Debt investments that are held within
a business model whose objective is to collect the
contractual cash flows, and that have contractual cash
flows that are solely payments of principal and interest
on the principal outstanding are generally measured at
amortised cost at the end of each of the subsequent
accounting periods. Debt investments that are held within
a business model whose objective is achieved both by
collecting contractual cash flows and selling financial
assets, and that have contractual terms that are solely
payments of principal and interest on the principal amount
outstanding, are generally measured at fair value through
other comprehensive income (FVTOCI). All other debt
investments and equity investments are measured at their
fair value at the end of subsequent accounting periods.
Further, under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value
of an equity investment (that is not held for trading nor
contingent consideration recognised by an acquirer in
a business combination to which HKFRS 3 applies) in
other comprehensive income, with only dividend income
generally recognised in profit or loss and that cumulative
fair value changes will not be reclassified to profit or loss
upon derecognition of the investment.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

HKFRS 9 Financial Instruments (Cont’d)

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

With regard to impairment of financial assets, HKFRS 9
has adopted an expected credit loss model, as opposed
to an incurred credit loss model required under HKAS 39.
In general, the expected credit loss model requires an
entity to assess the change in credit risk of the financial
asset since initial recognition at each reporting date and
to recognise the expected credit loss depending on the
degree of the change in credit risk.

With regard to the general hedge accounting
requirements, HKFRS 9 retains the three types of hedge
accounting mechanisms currently available in HKAS 39.
Under HKFRS 9, greater flexibility has been introduced to
the types of transactions eligible for hedge accounting,
specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk
components of non-financial items that are eligible for
hedge accounting. In addition, the effectiveness test has
been overhauled and replaced with the principle of an
“economic relationship”. Retrospective assessment of
hedge effectiveness is also no longer required. Enhanced
disclosure requirements about an entity’s risk management
activities have also been introduced.
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Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 #EZ_=F—+FNNA=1THIFE
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Notes to the Consolidated Financial Statements
e B RS R AR M R

For the year ended 30 June 2017 EZ_—F—+F N NA=1HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

HKFRS 9 Financial Instruments (Cont’d)

The Group is still in the process of assessing the impact
of HKFRS 9. The directors of the Company believe that it
is impractical to disclose the impact in these consolidated
financial statements until the Group has completed the
assessment.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 establishes a single comprehensive model for
entities to use in accounting for revenue arising from
contracts with customers. HKFRS 15 will supersede the
current revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and the related
Interpretations when it becomes effective.

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

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

e Step 2: Identify the performance obligations in the
contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

e Step 5: Recognise revenue when (or as) the entity

satisfies a performance obligation
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Notes to the Consolidated Financial Statements

e B R maR M

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

HKFRS 15 Revenue from Contracts with Customers
(Cont’d)

Under HKFRS 15, an entity recognises revenue when a
performance obligation is satisfied, i.e. when “control”
of the goods or services underlying the particular
performance obligation is transferred to the customer.
Far more prescriptive guidance has been added in HKFRS
15 to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15.

The Group is still in the process of assessing the impact
of HKFRS 15. The directors of the Company believe that it
is impractical to disclose the impact in these consolidated
financial statements until the Group has completed the
assessment.

HKFRS 16 Leases
HKFRS 16 will supersede the current lease guidance

including HKAS 17 Leases and the related interpretations
when it becomes effective.
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Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 30 June 2017 #Z - F—+FNA=+HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

HKFRS 16 Leases (Cont’d)

With regard to lessee accounting, the distinction of
operating leases and finance leases, as required by HKAS
17, has been replaced by a model which requires a right-
of-use asset and a corresponding liability to be recognised
for all leases by lessees except for short-term leases
and leases of low value assets. Specifically, the right-of-
use asset is initially measured at cost and subsequently
measured at cost (subject to certain exceptions) less
accumulated depreciation and impairment losses,
adjusted for any re-measurement of the lease liability.
The lease liability is initially measured at the present value
of the lease payments that are not paid at that date.
Subsequently, the lease liability is adjusted for interest and
lease payments. Furthermore, the classification of cash
flows will also be affected as operating lease payments
under HKAS 17 are presented as operating cash flows;
whereas, under the HKFRS 16 model, the lease payments
will be split into a principal and an interest portion which
will be presented as financing and operating cash flows
respectively.

With regard to lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17, and continues to require a lessor to classify a
lease either as an operating lease or a finance lease.

Furthermore, HKFRS 16 requires extensive disclosures in
the consolidated financial statements.

The Group is in the process of assessing the impact of
HKFRS 16. The directors of the Company believe that it
is impractical to disclose the impact in these consolidated
financial statements until the Group has completed the
assessment.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 #HZE—ZF

—tFENA=FHIFFE

3. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs,
which collective term includes all applicable individual
HKFRSs, Hong Kong Accounting Standards (“HKASs")
and interpretations issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the
applicable disclosure requirements of the Hong Kong
Companies Ordinance. These consolidated financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on the Growth Enterprise Market of the
Stock Exchange of Hong Kong Limited. A summary
of the significant accounting policies adopted by the
Group is set out below.

Basis of preparation of the consolidated financial
statements

The consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments which are measured at fair
values, as explained in the accounting policies below.
Historical cost is generally based on the fair value of
the consideration given in exchange of assets.

Item included in the financial statements of each
entity in the Group are measured using the currency
of the primary economic environment in which
the entity operates (“the functional currency”).
Hong Kong dollar is the Company’s functional and
presentation currency. These consolidated financial
statements are presented in Hong Kong dollars
("HK$") rounded to the nearest thousand except
when otherwise indicated.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+F N NA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(b) Basis of preparation of the consolidated financial

statements (Cont’d)

(i) Going concern basis

In preparing the consolidated financial
statements, the directors of the Company have
given careful consideration to the future liquidity
not withstanding that:

e The Group had consolidated net current
liabilities and net liabilities of approximately
HK$73,349,000 and HK$584,226,000
respectively as at 30 June 2017.

The Directors reviewed the Group's financial and
liquidity position, and have taken the following
actions to mitigate the liquidity issues faced by
the Group:

(@) possible fund raising activities including, but
not limited to, further placing, rights issues
or open offer are to be attempted,

(b) the Group is in negotiation with financial
institutions for new borrowings and
applying for future credit facilities; and

(c) the management plans to improve the
Group's financial performance by taking
steps to reduce discretionary expenses and
administrative costs and exploring new
business which will provide a growing and
recurring source of income.

The Group is taking measures to tighten cost
controls over various costs and expenses and to
seek new investment and business opportunities
with an aim to attain profitable and positive cash
flow operations.

Annual Report 16/17 £3§ 16/17

3. TEREFBE (&)

(b) GEMBRRZMREE (&)

() FAESLEE

ERBGAMBERES AT
SECENEEARI ADES

B &

e AEBR-_ZT-—LEHFRX
A=tHz&HAERP A
EEFENMBEFED S

B 473,349,000 T &
584,226,000/ 7T °

EZCFHNASEYBLRBDE
AR W E R TITB AT &
AEEERZRBE S HE:

(a) METEE(EIRY)E
—HERE HEAAHEE
ZAREEEAD:

(b) AEBETRSHEBETE
B ABUSHT & B A N B FE
RREERE: &

(0 BEEEFIBBZEFHIMIE
W B ST M AT IR B AN A K2 B
R EREERMRER
ARRZFETS  MEARE
Bz BRI

AR ERREEEN N

¥ % ER AT SRR 2 KA

L BRARENLH R
B HERB N A ERS R
BiE-

INNO-TECH HOLDINGS LIMITED E &2 AR A 7

103



104

Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 #HZE—ZF

—tFENA=FHIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(b) Basis of preparation of the consolidated financial

statements (Cont’d)

(i) Going concern basis (Cont’d)

The applicability of the going concern basis
is dependent on the favourable outcome of
the proposed measures being implemented by
the Group, in order for the Group to meet its
financial obligations as they fall due and to
finance its future working capital and financial
needs. These consolidated financial statements
do not include any adjustments that may result
if the measures could not be implemented
successfully. If the proposed measures could
not proceed successfully and the going concern
basis was not be appropriate, adjustments would
have to be made to the consolidated financial
statements to reduce the value of the assets
of the Group to their recoverable amounts, to
provide for any further liabilities which might
arise and to reclassify non-current assets and
non-current liabilities as current assets and
current liabilities, respectively.

In the opinion of the directors of the Company,
in light of the various measures or arrangements
implemented or will be implemented after the
end of the reporting period, the Group will
have sufficient working capital for its current
requirements and it is reasonable to expect the
Group to remain a commercially viable concern.
Accordingly, the directors considered that it is
appropriate to prepare the consolidated financial
statements on a going concern basis.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 #Z - F—+FNA=+HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHHE (£)

(c) ZREEE

(c) Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
(including special purpose entities) controlled by the
Company (its subsidiaries). Control is achieved where
the Company has the power to govern the financial
and operating policies of an entity so as to obtain
benefits from its activities.

Income and expenses of subsidiaries acquired or
disposed of during the year are included in the
consolidated statement of profit or loss and other
comprehensive income from the effective date of
acquisition and up to the effective date of disposal,
as appropriate. Total comprehensive income of
subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if
this results in the non-controlling interests having a
deficit balance.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by other
members of the Group.

All intra-group transactions, balances, income and
expenses are eliminated in full on consolidation.
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(d) Subsidiaries and non-controlling interests

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

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

Non-controlling interests represent the portion of
the net assets of subsidiaries attributable to interests
that are not owned by the Company, whether directly
or indirectly through subsidiaries, and in respect of
which the Group has not agreed any additional terms
with the holders of those interests which would
result in the Group as a whole having a contractual
obligation in respect of those interests that meets
the definition of a financial liability. Non-controlling
interests are presented in the consolidated statement
of financial position within equity, separately from
equity attributable to the owners of the Company.
Non-controlling interests in the results of the Group
are presented on the face of the consolidated
statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and
total comprehensive income for the year between
non-controlling interests and the owners of the
Company even if this results in the non-controlling
interests having a deficit balance.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(d)

(e)

Subsidiaries and non-controlling interests
(Cont’d)

Loans from holders of non-controlling interests
and other contractual obligations towards these
holders are presented as financial liabilities in the
consolidated statement of financial position in
accordance with notes 3(p), (r) or (t) depending on
the nature of the liability.

In the Company’s statement of financial position,
investments in subsidiaries and amounts due from
subsidiaries are carried at cost less impairment
losses (see note 3(k)). The results of subsidiaries
are accounted for by the Company on the basis of

dividends received and receivable.

Business combination

Acquisitions of businesses are accounted for using
the acquisition method. The consideration transferred
in a business combination is measured at fair value,
which is calculated as the sum of the acquisition-date
fair values of the assets transferred by the Group,
liabilities incurred by the Group to former owners
of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree.
Acquisition-related costs are recognised in profit or
loss as incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(e) Business combination (Cont’d)

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

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

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

— assets (or disposal Groups) that are classified as
held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued
Operations are measured in accordance with that
standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the
liabilities assumed. If, after assessment, the Group’s
interest in the fair value of the acquiree’s identifiable
net assets exceeds the sum of the consideration
transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or
loss as a bargain purchase gain.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 #Z - F—+FNA=+HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHHE (£)

(e) RBEH (&)

(e) Business combination (Cont’d)

Non-controlling interests may be initially measured
either at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s
identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis.
Other types of non-controlling interests are measured
at their fair value or, when applicable, on the basis
specified in another HKFRS.

Where the consideration the Group transfers
in a business combination includes assets or
liabilities resulting from a contingent consideration
arrangement, the contingent consideration is
measured at its acquisition-date fair value and
considered as part of the consideration transferred
in a business combination. Changes in the fair
value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments
against goodwill. Measurement period adjustments
are adjustments that arise from additional information
obtained during the 'measurement period’ (which
cannot exceed one year from the acquisition date)
about facts and circumstances that existed at the
acquisition date.

The subsequent accounting for changes in the fair
value of the contingent consideration that do not
qualify as measurement period adjustments depends
on how the contingent consideration is classified.
Contingent consideration that is classified as equity
is not remeasured at subsequent reporting dates and
its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as
an asset or a liability is remeasured at subsequent
reporting dates in accordance with HKAS 39 financial
Instruments: Recognition and Measurement, or HKAS
37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or
loss being recognised in profit or loss.
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B F% R R Y R

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(e) Business combination (Cont’d)

()

Where a business combination is achieved in stages,
the Group’s previously held equity interest in the
acquiree is remeasured to fair value at the acquisition
date (i.e. the date when the Group obtains control)
and the resulting gain or loss, if any, is recognised
in profit or loss. Amounts arising from interests in
the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive
income are reclassified to profit or loss where such
treatment would be appropriate if that interest were
disposed of.

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

Goodwill

Goodwill arising on an acquisition of a business
is carried at cost as established at the date of
acquisition of the business (see the accounting policy
above) less accumulated impairment losses, if any.
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Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHHE (£)

(f) Goodwill (Cont’d) () @& (E)

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

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

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(g) Other investments in debt and equity securities

The Group’s policies for investments in debt
and equity securities, other than investments in
subsidiaries, associates and jointly controlled entities,
are as follows:

Investments in debt and equity securities are initially
stated at cost, which is their transaction price
unless fair value can be more reliably estimated
using valuation techniques whose variables include
only data from observable markets. Cost includes
attributable transaction costs, except where indicated
otherwise below. These investments are subsequently
accounted for as follows, depending on their
classification:

Investments in securities held for trading are classified
as current assets. Any attributable transaction costs
are recognised in profit or loss as incurred. At the end
of each reporting period the fair value is remeasured,
with any resultant gain or loss being recognised in
profit or loss. The net gain or loss recognised in profit
or loss does not include any dividends or interest
earned on these investments.

Dated debt securities that the Group and/or the
Company have the positive ability and intention
to hold to maturity are classified as held-to-
maturity securities. Held-to-maturity securities are
subsequently stated in the consolidated statement of
financial position at amortised cost less impairment
losses (see note 3(k)).
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For the year ended 30 June 2017 #EZ_=—F—+FNA=1THIFE

3. TERERBE (&)
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Notes to the Consolidated Financial Statements
e B RS R R MY RE

For the year ended 30 June 2017 #Z - F—+F N NA=+HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHHE (£)

(9) REBERRAES HEMBRE (&)

(g) Other investments in debt and equity securities

(Cont’d)

Investments in equity securities that do not have a
quoted market price in an active market and whose
fair value cannot be reliably measured are recognised
in the statement of financial position at cost less
impairment losses (see note 3(k)).

Investments in securities which do not fall into any of
the above categories are classified as available-for-sale
securities. At the end of each reporting period the
fair value is remeasured, with any resultant gain or
loss being recognised directly in other comprehensive
income, except foreign exchange gains and losses
resulting from changes in the amortised cost of
monetary items such as debt securities which are
recognised directly in profit or loss. Dividend income
from these investment is recognised in profit or loss
in accordance with the policy set out in note 3(v)(iv)
and, where these investments are interest-bearing,
interest calculated using the effective interest method
is recognised in profit or loss in accordance with the
policy set out in note 3(v)(iii). When these investments
are derecognised or impaired (see note 3(k)), the
cumulative gain or loss previously recognised directly
in equity is recognised in profit or loss.

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

e B R maR M

For the year ended 30 June 2017 #EZ_=—F—+FNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
(h) Property, plant and equipment
(i) Valuation

Property, plant and equipment are stated in
the consolidated and company statements
of financial position at cost, less subsequent
accumulated depreciation and subsequent
accumulated impairment losses, if any (see note
3(k)).

Subsequent expenditure relating to a property,
plant and equipment that has already been
recognised is added to the carrying amount
of the asset when it is probable that future
economic benefits, in excess of the originally
assessed standard of performance of the
existing asset, will flow to the Group. All other
subsequent expenditure is recognised as an
expense in the period in which it is incurred.

(iij) Depreciation
Depreciation is recognised so as to write off the

cost of assets less their residual values over their
useful lives, using the straight-line method as

follows:
Leasehold Over the remaining terms
improvements of the leases but not
exceeding 5 years
Furniture and 5 years
fixtures
Equipment 5 years
Motor vehicle 4 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, annually.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(h) Property, plant and equipment (Cont’d)

(iii) Disposals

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from
the continued use of the asset. Any gains or
losses arising from the disposal or retirement
of property, plant and equipment is determined
as the difference between the sales proceeds
and the carrying amount of the asset and is
recognised in profit or loss.

(i) Intangible assets

(i)

Intangible assets acquired separately

Intangible assets with finite useful lives that
are acquired separately are carried at cost less
accumulated amortisation and impairment losses
(see note 3(k)).

Subsequent expenditure on an intangible asset
after its purchase or its completion is recognised
as an expense when it is incurred unless it is
probable that the expenditure will enable the
asset to generate future economic benefits
in excess of its originally assessed standard
of performance and this expenditure can be
measured and attributed to the asset reliably.
If these conditions are met, the subsequent
expenditure is added to the cost of the
intangible asset.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(i) Intangible assets (Cont’d)

(i)

(iii)

Intangible assets acquired in a business
combination

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

Subsequent to initial recognition, intangible
assets acquired in a business combination are
reported at cost less accumulated amortisation
and accumulated impairment losses.
Amortisation is recognised on a straight-line
basis over their estimated useful lives as follows:
Licenses 4 to 7 years
3.3 to 6.3 years
Non-competition agreements 2 years

4.3 to 9.2 years

Customer relationship

Media co-operation
agreement

Derecognition of intangible assets

An intangible asset is derecognised on disposal,
or when no future economic benefits are
expected from use or disposal. Gains or losses
arising from derecognition of an intangible asset,
measured as the difference between the net
disposal proceeds and the carrying amount of
the asset, are recognised in profit or loss in the
period when the asset is derecognised.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

()

(k)

Leased assets

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

Operating lease charges

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

Impairment of assets

(i) Impairment of financial assets

Financial assets, other than those at financial
assets at fair value through profit or loss, are
assessed for indicators of impairment at the
end of each reporting period. Financial assets
are considered to be impaired when there
is objective evidence that, as a result of one
or more events that occurred after the initial
recognition of the financial asset, the estimated
future cash flows of the investment have been
affected.
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Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 30 June 2017 #EZ_=—F—+FNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

3. TERERBE (&)

(k) Impairment of assets (Cont’d)

(i)

Impairment of financial assets (Cont’d)

For available-for-sale equity investments, a

significant or prolonged decline in the fair value

of the security below its cost is considered to be

objective evidence of impairment.

For all other financial assets, objective evidence

of impairment could include:

significant financial difficulty of the debtor;
or

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

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

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

a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.
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Notes to the Consolidated Financial Statements
e B RS R R MY RE

For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHHE (£)

(k) Impairment of assets (Cont’d) (k) BEERE(£)
(i) Impairment of financial assets (Cont’d) () THEERE ()

If any such evidence exists, any impairment loss R I EFBIBEEE  EARE

is determined and recognised as follows: BEBE TR EEE RER:

-~ For unlisted equity securities carried at —  BURBCRABRREYIE ETARA
cost, impairment loss is measured as the FEEME WITEENTE
difference between the carrying amount EXEKeBREEMNEEE
of the financial asset and the estimated FAEFT R R IR &R = LB M
future cash flows, discounted at the current Rt E E/IRE TSR ®
market rate of return for a similar financial RTE% L& 2 EZ85
asset where the effect of discounting is B -BRABHHREBIEIL
material. Impairment losses for equity TEWEE -

securities are not reversed.

-  For trade and other current receivables — BEZREMAHERIE
and other financial assets carried at RAIZE AT R H A &
amortised cost, impairment loss is measured MEEMS WITERNY
as the difference between the asset's ZER BEBERBZEE
carrying amount and the present value of BRRTE B R EF R RIRE TR
estimated future cash flows, discounted EREMNETETET AR/
at the financial asset’s original effective BENRBEBRMNE (BIRN
interest rate (i.e., the effective interest NMETHAZEEERTE
rate computed at initial recognition MERME)TE-FTAER
of these assets), where the effect of KAV R, eREES
discounting is material. This assessment HHEEOURREE (AT
is made collectively where financial assets B 3@ B R MBS ) MR B
carried at amortised cost share similar risk B ERE - IR BT
characteristics, such as similar past due fih o M2 FW AT (AR E
status, and have not been individually ZERMEENRKRERE
assessed as impaired. Future cash flows ThiR i B 0E SR 4R Al A AR UE
for financial assets which are assessed ERRBEENEENBTE
for impairment collectively are based on B -

historical loss experience for assets with
credit risk characteristics similar to the
collective Group.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
(k) Impairment of assets (Cont’d)
(i) Impairment of financial assets (Cont’d)

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

(ii) Impairment of other assets

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

interest in subsidiaries and associates;

—  property, plant and equipment;

— intangible assets; and

- goodwill

If any such indication exists, the asset's
recoverable amount is estimated. An impairment
loss is recognised in the profit or loss whenever

the carrying amount of an asset exceeds its
recoverable amount.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(k) Impairment of assets (Cont’d)

(ii) Impairment of other assets (Cont’d)

(i)

(ir)

Calculation of recoverable amount

The recoverable amount of an asset is the
higher of its fair value less costs to sell
and its value in use. In assessing value in
use, the estimated future cash flows are
discounted to their present value using a
pre-tax discount rate that reflects current
market assessments of time value of money
and the risks specific to the asset. Where an
asset does not generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined for
the smallest group of assets that generates
cash inflows independently (i.e., a cash-
generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit
or loss whenever the carrying amount of an
asset, or the cash-generating unit to which
it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of
cash-generating units are allocated first to
reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or
group of units) and then, to reduce the
carrying amount of the other assets in the
unit (or group of units) on a pro rata basis,
except that the carrying value of an asset
will not be reduced below its individual fair
value less costs to sell, or value in use, if
determinable.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 #EZ_=—F—+FNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. ETEE:HE (&)

(k) Impairment of assets (Cont’d) (k) BEERE(£)

(i) Impairment of other assets (Cont'd) (i) BtEEHE (&)

(iif) - Reversals of impairment losses

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

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

(iii) 8 18 5 7R 7% (5]

REBUNZEEME - i
FRBEE I E & B2 A5t
BB R EEA
FUAREE] - 75 5 R0
TR -

rEE 2 BEBRENEE
FE VAT 67 J2 36 8 T 53 0R1 (5 /65
BzBRATEEZREERS
PR o 3% [0 2 JRi 18 /&5 18 75 1 T
REEz FEF AR

recognised.
() Account and other receivables () RAREMEWRRIE
Account and other receivables are initially recognised AR B JE W R IE ¥ P HR A A
at fair value and thereafter stated at amortised cost R HBRBEEKTRRRRERE
less allowance for impairment of doubtful debt except PR - MW ERIB RS THEEA LT
where the receivables are interest-free loans made to BivEEEERE e 8 Ekei AL
related parties without any fixed repayment terms or REBWTEKRERBRIN RUEER
the effect of discounting would be immaterial. In such T EWERIB TR B RRREZ
cases, the receivables are stated at cost less allowance Bk -

for impairment of doubtful debts.
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For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(m) Cash and cash equivalents

(n)

Cash and cash equivalents comprise cash at banks
and on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments readily convertible into known amounts
of cash and which are subject to an insignificant risk
of changes in value, having been within three months
of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of
the Group's cash management are also included as
a component of cash and cash equivalents for the
purpose of the consolidated statement of cash flows.

Employee benefits

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

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution plans and
the cost of non-monetary benefits are accrued
in the year in which the associated services
are rendered by employees. Where payment
or settlement is deferred and the effect would
be material, these amounts are stated at their
present values.
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
(n) Employee benefits (Cont’d)

(ii) Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in equity. The
fair value is measured at grant date using the
Binomial Option Pricing Model and the Black-
Scholes Option Pricing Model, taking into
account the terms and conditions upon which
the options were granted. Where the employees
have to meet vesting conditions before becoming
unconditionally entitled to the share options, the
total estimated fair value of the share options
is spread over the vesting period, taking into
account the probability that the options will vest.

During the vesting period, the number of share
options that is expected to vest is reviewed.
Any adjustment to the cumulative fair value
recognised in prior years is charged/credited
to the profit or loss for the year of the review,
unless the original employee expenses qualify
for recognition as an asset, with a corresponding
adjustment to the capital reserve. On vesting
date, the amount recognised as an expense
is adjusted to reflect the actual number of
share options that vest (with a corresponding
adjustment to the share option reserve) except
where forfeiture is only due to not achieving
vesting conditions that relate to the market
price of the Company’s shares. The equity
amount is recognised in the share option reserve
until either the option is exercised (when it is
transferred to the share premium account) or
the option expires (when it is released directly to
retained profits).
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(n) Employee benefits (Cont’d)

(iii) Termination benefits

Termination benefits are recognised when the
Group demonstrably commits itself to terminate
employment or to provide benefits as a result
of voluntary redundancy by having a detailed
formal plan which is without realistic possibility
of withdrawal.

(o) Income tax

(i)

(iii)

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

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

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax
losses and unused tax credits.
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For the year ended 30 June 2017 #EZ_=—F—+FNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(o) Income tax (Cont’d)

(i) (Cont’d)

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that
future taxable profits will be available against
which the asset can be utilised, are recognised.
Future taxable profits that may support the
recognition of deferred tax assets arising from
deductible temporary differences include those
that will arise from the reversal of existing
taxable temporary differences, provided those
differences relate to the same taxation authority
and the same taxable entity, and are expected to
reverse either in the same period as the expected
reversal of the deductible temporary difference
or in periods into which a tax loss arising from
the deferred tax asset can be carried back or
forward. The same criteria are adopted when
determining whether existing taxable temporary
differences support the recognition of deferred
tax assets arising from unused tax losses and
credits, that is, those differences are taken into
account if they relate to the same taxation
authority and the same taxable entity, and are
expected to reverse in a period, or periods, in
which the tax loss or credit can be utilised.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(o) Income tax (Cont’d)

(i) (Cont’d)

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

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of
the reporting period. Deferred tax assets and
liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at the end of each reporting period
and is reduced to the extent that it is no longer
probable that sufficient taxable profit will be
available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient
taxable profit will be available.
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
(o) Income tax (Cont’d)
(i) (Cont’d)

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

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

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

—  the same taxable entity; or

— different taxable entities, which, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered, intend
to realise the current tax assets and settle
the current tax liabilities on a net basis or
realise and settle simultaneously.

(p) Account and other payables

Account and other payables are initially measured
at fair value and thereafter stated at amortised cost,
except for short-term payable with no stated interest
rate and the effect of discounting being immaterial
that are measured at their original invoice amount.
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(gq) Provisions and contingent liabilities

(i)

(ii)

Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business
combination which are present obligations at
the date of acquisition are initially recognised
at fair value, provided the fair value can be
reliably measured. After their initial recognition
at fair value, such contingent liabilities are
recognised at the higher of the amount initially
recognised, less accumulated amortisation
where appropriate, and the amount that would
be determined in accordance with note 3(q)
(ii). Contingent liabilities assumed in a business
combination that cannot be reliably fair valued
or were not present obligations at the date of
acquisition are disclosed in accordance with note
3(a)(iii).

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

(q) Provisions and contingent liabilities (Cont’d)

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

(r) Convertible bonds

Convertible bonds issued by the Company may
contain liability, conversion option and early
redemption option components. In respect of the
conversion option component, a conversion option
that will be settled other than by the exchange of a
fixed amount of cash or another financial asset for a
fixed number of the Group’s own equity instruments
is considered as a conversion option derivative rather
than an equity instrument. An early redemption
option whose exercise price is not approximately
equal on each exercise date to the amortised
cost of the convertible bond is considered as not
closely related to the host contract and hence is an
redemption option derivative. The entire convertible
bond contract containing liability, conversion option
derivative and early redemption option derivative
components may be entirely designated on its
initial recognition as a financial liability at fair value
through profit or loss, rather than separating out the
derivatives from the host liability contract.

At the date of issue, the convertible bonds are
recognised at fair value on initial recognition.
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(r)

(s)

Convertible bonds (Cont’d)

In subsequent reporting periods, convertible bonds
which are designated as financial liabilities at fair
value through profit or loss are remeasured to their
fair value as at the end of the reporting periods and
changes in fair values are recognised in profit or
loss. Upon conversion of the convertible bonds, the
convertible bonds are remeasured to their fair value
as at the date of conversion and changes in fair
values are recognised in profit or loss. Transaction
costs that relate to the issue of these convertible
bonds are charged to profit or loss immediately.

Derecognition of financial assets and financial
liabilities

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership
of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and
rewards of ownership and continues to control the
transferred asset, the Group continues to recognise
the asset to the extent of its continuing involvement
and recognises an associated liability. If the Group
retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.
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For the year ended 30 June 2017 #HZE—ZF
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(s)

(t)

Derecognition of financial assets and financial
liabilities (Cont’d)

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

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

Derivative financial instruments

Derivative financial instruments are recognised
initially at fair value. At the end of each reporting
period, the fair value is remeasured. The gain or loss
on the remeasurement of fair value is recognised
immediately in profit or loss.
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(u)

(v)

Interest-bearing borrowings

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

Revenue recognition

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

(i) Advertising service

Revenue from outdoor adverting spaces is
recognised on a time proportion basis over the
terms of the agreements.

Revenue from the provision of outdoor
advertising displays and media advertisements
agency services are recognised over the term
of the relevant contracts and to the extent
of services rendered or recognised on a
time proportion basis over the terms of the
agreements.

(ii) Event management service

Revenue from event management service is
recognised when service is rendered.
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(v)

(w)

(x)

Revenue recognition (Cont’d)

(iii) Interest income

Interest income is recognised as it accrues using
the effective interest method.

(iv) Dividend income

Dividend income from securities and other
investments is recognised when the right to
receive payment is established.

Borrowing costs

Borrowing costs are expensed in profit or loss
in the period in which they are incurred, except
to the extent that they are capitalised as being
directly attributable to the acquisition, construction
or production of an asset which necessarily takes
a substantial period of time to get ready for its
intended use or sale.

The capitalisation of borrowing costs as part of
the cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing
costs are being incurred and activities that are
necessary to prepare the asset for its intended use
or sale are in progress. Capitalisation of borrowing
costs is suspended or ceases when substantially all the
activities necessary to prepare the qualifying asset for
its intended use or sale are interrupted or complete.

Promissory notes

Promissory notes are recognised initially at their fair
value and subsequently measured at amortised cost,
using the effective interest rate method.
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For the year ended 30 June 2017 #HZE—ZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(y) Related parties

—tFENA=FHIEFE

Parties are considered to be related to the Group if:

(1) A person or a close member of that person’s

family is related to the Group if that person:

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

(ii) has significant influence over the Group; or

(iii) is a member of the key management
personnel of the Group or of a parent of the

Group.

(2) An entity is related to the Group if any of the

following condition applies:

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

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

the other entity is a member).

(iii) Both entities are joint ventures of the same

third party.

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

third party.
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(y) Related parties (Cont’d)

(2) (Cont’d)

—tFENA=FHIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(v) The entity is a post-employment benefit

plan for the benefit of employees of either

the Group or an entity related to the

Group. If the Group is itself such a plan, the

sponsorship employers are also related to

the Group.

(vi) The entity is controlled or jointly controlled

by a person identified in (1).

(vii) A person identified in (1)(i) has significant

influence over the entity or is a member of

the key management personnel of the entity

(or of a parent of the entity).

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

which it is a part, provides key management

personnel services to the Group or to the

parent of the Group.

A transaction is considered to be a related party

transaction when there is a transfer of resources or

obligations between related parties.

(z) Foreign currencies

The financial statements are presented in Hong Kong

Dollars. Each entity in the Group determines its own

functional currency and items included in the financial

statements of each entity are measured using that

functional currency.
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Notes to the Consolidated Financial Statements

e MR m AR M

For the year ended 30 June 2017 #tZ —F—+FNA=+HI FE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3. FEEHE (£)

(z) 5hwx (&)

(z) Foreign currencies (Cont’d)

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

Exchange differences on monetary items are
recognised in profit or loss in the period in which they
arise, except for exchange differences on monetary
items receivable from or payable to a foreign
operation for which settlement is neither planned
nor likely to occur (therefore forming part of the
net investment in the foreign operation), which are
recognised initially in other comprehensive income
and reclassified from equity to profit or loss on
repayment of the monetary items.

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

e R m AR MG

For the year ended 30 June 2017 #Z —F—+FNA=+HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(z) Foreign currencies (Cont’d)

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

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

Goodwill and fair value adjustments on identifiable
assets acquired arising on the acquisition of a foreign
operation are treated as assets and liabilities of
the foreign operation and translated at the rate of
exchange prevailing at the end of each reporting
period. Exchange differences arising are recognised in
equity under the heading of exchange reserve.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(aa) Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial statements,
are identified from the financial information provided
regularly to the Board of Directors of the Company,
being the chief operating decision maker, for the
purposes of allocating resources to, and assessing the
performance of, the Group’s various lines of business
and geographical locations.

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

In the application of the Group’s accounting policies,
which are described in note 3, management is required
to make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are readily
apparent from other sources. The estimates, judgments
and associated assumptions are continually evaluated and
are based on historical experience and other factors that
are considered to be relevant, including expectations of
future events that are believed to be reasonable under
the circumstances. Actual results may differ from these
estimates.

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

Key sources of estimation uncertainty

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

(i) Impairment loss on account receivables

The Group’s management determines the provision
for impairment loss of account receivables based on
an assessment of the recoverability of the receivables
and prepayments. This assessment is based on
the credit history of its customers and subsequent
sales conditions and the current market condition.
Management reassesses the provision at the end of
each reporting period.
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

4. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont’d)

(ii) Impairment of intangible assets and property,

plant and equipment

In considering the impairment losses that may
be required for the Group’s intangible assets and
property, plant and equipment, recoverable amounts
of the assets need to be determined. The recoverable
amount is the greater of the net selling price and
the value in use. It is difficult to precisely estimate
selling price because quoted market prices for these
assets may not be readily available. In determining
the value in use, expected cash flows generated
by the asset are discounted to their present value,
which requires significant judgment relating to items
such as the level of sales volume, selling price and
amount of operating costs. The Group uses all readily
available information in determining an amount
that is reasonable approximation of the recoverable
amount, including estimates based on reasonable
and supportable assumptions and projections of
items such as sales volume, selling price and amount
of operating costs. Impairment losses for bad and
doubtful debts are assessed and provided based on
the directors’ regular review of ageing analysis and
evaluation of collectability. A considerable level of
judgment is exercised by the directors when assessing
the credit-worthiness and past collection history of
each individual customer. An increase or decrease
in the above impairment losses would affect the net
profit of the Group in future years.
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Notes to the Consolidated Financial Statements

I %5 AR MY R

RAa R

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

4. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont’d)

(iii)

(iv)

Impairment of goodwill

The Group tests annually whether goodwill has
suffered any impairment in accordance with
HKAS 36 “Impairment of Assets” ("HKAS 36").
The calculations of recoverable amounts of cash-
generating units require the use of estimates. Had
the pre-tax discount rate, revenue growth rate and
terminal growth rate applied to the discounted cash
flow been different from the management’s estimate,
the goodwill might result in impairment. Details of
the assumptions are described in note 16.

Current tax and deferred tax

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

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers it is likely that future taxable
profits will be available against which the temporary
differences or tax losses can be utilised. When the
expectations are different from the original estimates,
such differences will impact the recognition of
deferred tax assets and current tax charges in the
period in which such estimates have been changed.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

4. CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Key sources of estimation uncertainty (Cont’d)

(v) Valuation of convertible bonds issued by the

Company designated at fair value through profit
or loss on initial recognition

During the year, the Company issued CB1, CB2
and CB3 defined in note 26 to the consolidated
financial statements. Since these convertible bonds
contain embedded derivatives as explained in note
26 which are not closely related to the host debt
contract, management decided to designate them
as at financial liabilities at fair value through profit
or loss on initial recognition. Management engaged
an independent valuer to determine the fair values
of these convertible bonds at initial recognition, on
conversion and at the end of the reporting period.
And since certain key inputs used in the estimation
of the fair values of these convertible bonds cannot
be derived directly from observable active markets,
the fair values have been determined using valuation
techniques with both observable and unobservable
inputs and with certain key assumptions. Changes
in the key assumptions and inputs could significantly
affect the fair values of these convertible bonds and
hence have significant impact in the profit or loss.
The fair value of the convertible bonds designated at
fair value through profit or loss at 30 June 2017 was
HK$569,990,000 (2016: Nil). Further details are given
in note 26 to these consolidated financial statements.
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Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

5. REVENUE 5. W&
Revenue represents income from the advertising WEERERAEARLEME ([HE]) L
operations in the People’s Republic of China (“PRC") and EEERREREANEBEERMIGHE
from event management and marketing services in Hong AR 2 WA - FAMER W ST -
Kong. The amount of revenue recognised during the year
is as follow:

2017 2016
—E—+F —T—RF
HK$000 HK$000
FET FEr

Outdoor advertising on buses and B+ kBT FPINES
bus stations 46,785 42,208
Event management services EBE B R 1,336 -
48,121 42,208

6. OTHER INCOME 6. HWA
2017 2016
—E—+tF ZE—RF
HK$’000 HK$'000
FET FET
Bank interest income AT H B M A 114 10
Sundry income HIEUMA 2,502 179
Dividend income % B Uk A 2 33
2,618 222
7. FINANCE COSTS 7. BIEEBEH
2017 2016
—E—+tF ZE-REF
HK$’000 HK$°000
F#ET FET
Interest on other borrowings wholly ~ AR AFRNEEEE 2

repayable within five years HMEE 2HE 4,898 14,269
Imputed interest on promissory notes 7 i, 22 % & 53 7 B - 3,307
4,898 17,576
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Notes to the Consolidated Financial Statements
e B RS R AR MY RE

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

8. LOSS BEFORE INCOME TAX 8. BRIBHAEE
Loss before income tax is arrived at after charging/ BRAETSHAEBEE MR, (GFA) T
(crediting): I8 :
2017 2016
—E—+F ZE—RF
HK$000 HK$'000
FET FET
(a) Staff cost (including directors’ (a) EIRA (BIEESE
emolument): M) -
Contributions to defined TE KA RET B3R
contribution plan 209 156
Salaries, wages and other benefits e ITENMEMET 9,643 7,218
9,852 7,374
Number of employees EEAE(BREES)
(including directors) 67 46
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Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

8. LOSS BEFORE INCOME TAX (Cont’d) 8. MRETBHFAIER (&)
2017 2016
—E—tF —EB—RF
HK$000 HK$000
FET FET
(b) Other items (b) HfEHE
Amortisation of intangible assets mEE#E 423 522
Auditors’ remuneration Z BT B 2 840 800
Depreciation on property, plant ME- -WERERHEITE
and equipment 256 345
Operating lease charges in respect MANEYMEZ
of office premises LEAERS 515 572
Exchange loss, net ME BT 1E 3 6 -
Change in fair value of BRATEFABRZ
financial assets at fair value ERMEEZATEE
through profit or loss (10) 27
Loss on disposal property, HEWE BER
plant and equipment B E ] 10 -
Loss on extinguishment of BEARRAEITZARLE
promissory notes issued B2 EE
by the Company 289,250 -
Loss on extinguishment of the BEAEBZEEZER
Group's borrowings 196,986 -

Fair value loss on convertible REES AT EREE

bonds 242,315 -
Loss on issuance of convertible BT MRES 2 B8

bonds 101,088 -
Hna iR ESR 2 B8

Loss upon conversion of

convertible bonds 91,855 -
Impairment loss on JEWE R 2 R EEE

loan receivables 6,000 -
Provision for impairment loss on FEW AR R 2

account receivables WEEIBERE 395 -
The cost of sales includes the amortisation of HEN AN BIERTEEEIEL423,000%8
intangible assets of approximately HK$423,000 L (ZZFE—7RF:522,00087C) °

(2016: HK$522,000).
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Notes to the Consolidated Financial Statements
V=R

e B RR AR M AE

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

9.

INCOME TAX

(i) Income tax in the consolidated statement of
profit or loss represents:

Frig®i

() "EBRBRAZAE/HRIE:

The Group
rEE
2017 2016
—E—+tF —E—RF
HK$000 HK$°000
FET FET
Current tax B AT 1]
PRC Enterprise income tax TR TS - -
Hong Kong profits tax HENET - -
Deferred tax JEE B 1E
Current year KEE (106) (130)
Tax credit for the year FEHIER S (106) (130)

No provision for Hong Kong profits tax has been
made as the Group did not generate any assessable
profits arising in Hong Kong during the year (2016:
HK$Nil).

Subsidiaries located in the PRC are subject to the PRC
enterprise income tax at a rate of 25%. No provision
for PRC enterprise income tax has been made as the
Group did not generate any assessable profits arising
in the PRC during the year (2016: HK$Nil).
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Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

9. INCOME TAX (Cont’d) 9. FBH (£&)
(ii) The tax credit for the year can be reconciled to (i) FABHEERHEGEEERENZKR
the loss before income tax per the consolidated B BEEERNT:

statement of profit or loss as follows:

2017 2016
—E—t& NS
HKS'000 % HKS 000 %
FET FET

Loss before income tax BRETS AT E R (959,922) (34,439)
Notional tax on loss BREBER M ERANE

before income tax, HEZBRIER A

calculated at rates EBRzEETE

applicable to profits in the

countries concerned (158,387) 16.5 (5,680) 16.5
Tax effect of expenses not TR e HELE

deductible for tax purpose 170,098 (17.7) 16,263 (47.2)
Tax effect of income not BARWBE O 2

taxable for tax purpose WAZ B BT E (11,817) 1.2 (10,713) 311
Income tax credit and FEMBHALR

effective tax rate BB X

for the year (106) 0.01 (130) 0.4
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e MR m AR M

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

10. DIRECTORS’ AND SENIOR MANAGEMENT'S 10.

EMOLUMENTS

Directors’ emoluments

Directors’ emoluments disclosed pursuant to the Hong

Kong Companies Ordinance and the Listing Rules are as

EENSHEEEZHE

EEME

BEEBRAGUEAI R ETBEAFECES
MemT:

follows:

2017 2016
—E—tF —E-RF
HK$000 HK$'000
FET FET
Fees e 360 360

Basic salaries, allowances and EXE B REMEF
other benefits 1,707 1,228
Retirement scheme contributions RORFEHEIE R 63 38
2,130 1,626
Number of directors BEEAH 7 6
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

10. DIRECTORS’ AND SENIOR MANAGEMENT'S 10. EERSREEB2ME (£)

150

EMOLUMENTS (Cont’d)

Directors’ emoluments (Cont’d)

The emoluments of directors for the year ended 30 June

ExsMe (2)

BHE_Z—+tFRNA=ZTHILFEZES

2017 are set out below: e #E5mT
Salary,
allowance Retirement
and other scheme
Name of director EERE Fees benefits  contributions Total
B¢ 2HR BEHE
ok Her gl R @t
HKS$'000 HK$'000 HK$'000 HK$'000
FAET FET FET FET
Executive directors HiTES
Mr. Ha Chuen Yeung (note (3)) ERBEE (M) - 321 16 337
Mr. Lau King Hang (note (a)) BB RAE (M) - 720 18 738
Dr. Chan Yiu Wing (note (b)) BB (M m) - 456 18 474
Mr. Mazher Hussain (note (c) Mazher Hussain%t &
(Wit(c)) - 210 1 21
Independent BUFHTES
non-executive directors
Mr. Lee Ho Yiu, Thomas (note (a)) FHEZRE (M) 120 - - 120
Mr. Tse Yuen Ming HEREE 120 - - 120
Ms. Liu Jianyi (note (a)) AL (Hita) 120 - - 120
360 1,707 63 2,130

INNO-TECH HOLDINGS LIMITED E &R AR AR
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e B RS R AR MY RE

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

10. DIRECTORS’ AND SENIOR MANAGEMENT'S 10. EERSNEEB2ME (£2)
EMOLUMENTS (Cont’d)

Directors’ emoluments (Cont’d) BEEME (E)
The emoluments of directors for the year ended 30 June HEZZ-—R"EA-THLFECES
2016 are set out below: e EsmT
Salary,
allowance Retirement
and other scheme
Name of director BEMA Fees benefits contributions Total
e 2K RIKEE
we H @7l R m@at
HKS$'000 HK$'000 HK$'000 HK$'000
FET FET FEr FiEr
Executive directors HiTES
Mr. Ha Chuen Yeung (note (3)) ERBEE (MiE) - 276 14 290
Mr. Lau King Hang (note (a)) B R (M) - 720 18 738
Dr. Chan Yiu Wing (note (b)) BB (M b)) - 232 6 238
Independent BUFHTES
non-executive directors
Mr. Lee Ho Yiu, Thomas (note (a)) FHEREE(WiHE) 120 - - 120
Mr. Tse Yuen Ming MEHLE 120 - - 120
Ms. Liu Jianyi (note (a)) BIERL L (i) 120 - - 120
360 1,228 38 1,626
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e R m AR MG

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

10. DIRECTORS' AND SENIOR MANAGEMENT'S
EMOLUMENTS (Cont’d)

Directors’ emoluments (Cont’d)

Notes:

(@)  Mr. Ha Chuen Yeung, Mr. Lau King Hang, Mr. Lee Ho Yiu, Thomas,
and Ms. Liu Jianyi were re-appointed on 24 March 2016.

(b)  Dr. Chan Yiu Wing was appointed as executive director from
independent non-executive director on 1 March 2016 and was re-
appointed on 24 March 2016.

(c) Mr. Mazher Hussain was appointed as executive director on 19
October 2016.

The directors held share options under the Company’s
share option schemes. The details of the share options are
disclosed under the paragraph “share option schemes” in
the report of the directors and note 30.

During the year, no emoluments were paid by the Group
to the directors as an inducement to join or upon joining
the Group or as compensation for loss of office (2016:
HKS$Nil). There was no arrangement under which a director
waived or agreed to waive any emoluments.

Senior management of the Group represents the executive
directors during the years ended 30 June 2017 and 2016.

INNO-TECH HOLDINGS LIMITED E &R AR AR

10. EE NN EBECMNE (&

BEEMe (F)
Mzt -

() ERHEE YEEE FEELEERIGHE
LETR-_BE-R"E=A-+HEESEHEE-

(b) MRBEREBLIR -_Z—RE=A—HBHBILFHNT
EERERATERTIN _T—RF=ZA-+N
HEENZRME-

(¢ Mazher Hussainfe AR =—Z— X F+ A+ A%
ZEARPTESE-

EERALARABREFSET ZEBR
B-BEREZFBERENREETERED
[FE ARt &) — B M MiFE30 -

FA-AEERERNEEINEAME
ERBEMAREEINMAREERZ
REAMBEE (ZE—RF:TBT) -
BMESEBRENEXRERETAMEZ
eI

REBEE-_Z—tFR _F—RFAA=7
AIEFE AEENeREEERNTE
%0

=\
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e MR m AR M

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

10. DIRECTORS’ AND SENIOR MANAGEMENT'S 10.
EMOLUMENTS (Cont’d)

Individuals with highest emoluments
The aggregate of the emoluments in respect of the five

individuals of highest emoluments (including directors) are
as follows:

EEREREEE2#ME (&)

mE#HERAL

TEmeHENAL (BEES) ZHEE
BT

2017 2016
—E—tF —E-RF
HK$000 HK$'000
FETT FET

Basic salaries, allowances and other ~ EZR# & 285 R E MR A
benefits 2,493 1,916
Retirement scheme contributions RIRET &I R 69 84
2,562 2,000

During the years ended 30 June 2017 and 2016, no
emoluments were paid by the Group to the five individuals
with highest emoluments as an inducement to join or
upon joining the Group or as compensation for loss of
office.

Annual Report 16/17 3§ 16/17

REBE-_ZT—LtFR_T-RFRA=T
RIS E AEESER LS & HE 5
AL ERME  (FAREMARNEE
R IMAREE R 2 R NBERAHE -

INNO-TECH HOLDINGS LIMITED E &2 AR A 7

153



Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

10. DIRECTORS' AND SENIOR MANAGEMENT'S

11.

EMOLUMENTS (Cont’d)
Individuals with highest emoluments (Cont’d)

The five individuals whose emoluments were the highest in
the Group for the year include two directors (2016: one)
whose emoluments are reflected in the analysis presented
above. The emoluments payable to the remaining three
individuals (2016: four) during the year are as follows:

10. E=ZRSREEE2ME (&)

REFMEMAL(E)

FRAEELERSIFENALEER
F(ZE-RF:—R)EF - EMEER
EXE2HZ2ATARER - FR - BIEH=
F(ZE—RF:mHR)BAMALTZHE0
T

2017 2016
—B—tF —E-RF
HK$°000 HK$'000
FET FHET
Basic salaries, allowances and EAXEFe EUREMET
other benefits 1,317 1,196
Retirement scheme contributions RIRET B3R 33 66
1,350 1,262
The emoluments of the five individuals (2016: five) with A% (ZE—REFE AR )&meHEAL
the highest emolument fall within the range from HK$Nil B & /) F= % c £ 1,000,000 7T
to HK$1,000,000.
LOSS ATTRIBUTABLE TO OWNERS OF THE M. RATEEAEELEE

COMPANY

The loss attributable to the owners of the Company
includes a loss of HK$959,816,000 (2016:
HK$34,309,000) which was arrived at before impairment
for the interests in subsidiaries has been dealt with in the
financial statements of the Company.

INNO-TECH HOLDINGS LIMITED E &R AR AR

RAREEANEBEBEREERARAFZ
B IS R BRI 2 AP B A Rl M w R B AT E
2 7 E518959,816,000/8 7T ( =T — N4
34,309,000/ 7T) °
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e MR m AR M

For the year ended 30 June 2017 #HZE—ZF

12. LOSS PER SHARE

—tFENA=FHIEFE

12. 3RE#E

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

KAREE ANEBEZBRERREEEE
TR AT S8Rt E

Loss figures are calculated as follows: BESTFHENT:
2017 2016
—E—+tF —E—RF
HK$000 HK$'000
FET FET
Loss for the purposes of basic and AR ESREARAREE
diluted loss per share B8 v 518 (959,816) (34,309)
(Restated)
(&E5)
2017 2016
—E— ZE-RF
‘000 ‘000
Fhie FH
Weighted average number of ARFTESRERR
ordinary shares for the purposes mEFE Bk
of basic and diluted loss MEEFHE (M)
per share (note) 477,733 159,249
Note: Mt -

The denominator used are the same as those detail above for both basis
and diluted earning per share.

The weighted average numbers of shares for the purpose of calculating the
basic loss per share has been retrospectively adjusted for the year ended
30 June 2016 to reflect the impact of five share consolidations of the
Company which was completed on 4 November 2016.

The calculation of the diluted loss per share amount is based on the loss for
the year ended 30 June 2017. The weighted average number of ordinary
shares used in the calculation is 997,949,099 ordinary shares in issue
during the period, as used in the basic loss per share calculation, and the
weighted average number of 477,733,000 ordinary shares assumed to have
been issued at no consideration on the deemed exercise or conversion of all
dilutive potential ordinary shares into ordinary shares. The diluted loss per
share amount is decreased when taking the convertible bond into account,
the convertible bond had an anti-dilutive effect on the basic loss per share
for the year ended 30 June 2017 and was ignored in the calculation of
diluted loss per share.
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e R m AR MG

For the year ended 30 June 2017 #HZE—ZF

13. SEGMENT INFORMATION

—tFENA=FHIFFE

Operating segments are identified on the basis of internal
reports which provides information about components
of the Group. These information are reported to and
reviewed by the chief operating decision maker (“CODM")
for the purposes of resource allocation and performance
assessment.

The Group has the following operating segments during
the year. These segments are managed separately. No
operating segments have been aggregated to form the
following reportable segments.

(1) Outdoor advertising on buses and bus stations:
outdoor advertising operations on buses and bus
stations in the PRC

(2) Television advertisements: television advertising
operations in the PRC

(3) Event management services: event management and
market services in HK

INNO-TECH HOLDINGS LIMITED E &R AR AR
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e MR m AR M

For the year ended 30 June 2017 #tZ —F—+FNA=+HI FE

13. SEGMENT INFORMATION (Cont'd) 13. 2 EER (&)

For the purposes of assessing segment performance and ABTEAHERRERDEHB2EDEER
allocating resources between segments, the Group's REEFEEBERKERBUTEREER
CODM monitors the results, assets and liabilities SRAmEDHEL EE EERBE:
attributable to each reportable segment on the following

bases:

The accounting policies of the reportable segments are AmED 2 G BRERE BN M3
the same as the Group's accounting policies described PRtz @5t R — - EEIBEZSTHE
in note 3. Segment loss represents the loss from each ROBAHRRITHEAR (NEZPE KRB
segment without allocation of central administration costs ERIZEE WHEZRTEIELEREKSE
(e.g. directors’ emoluments and finance costs). This is BEERDENIERBEZEET N T
the measure reported to the CODM, for the purposes of B(ER) / THAEOREARES -

resource allocation and performance assessment. Taxation
(credit)/charge is not allocated to reportable segments.

Revenue and expenses are allocated to the reportable W kHAZ 2 EZENHEECIHEE
segments with reference to sales generated by those BRATHAZEBEECEETESH
segments and the expenses incurred by those segments HEHZHXZE SETA®RES -

or which otherwise arise from the depreciation or
amortisation of assets attributable to those segments.

The revenue from external parties reported to the CODM MEELERAREZ R /,\hz
is measured in a manner consistent with that in the profit HEBERKR —HZ2ARFE-REBE

or loss. There were no inter-segment sales during the year —tEFERA=ZTHLEFERN Iﬁ’\*ﬁ F'EJ
ended 30 June 2017 (2016: Nil). ZHE(ZT—RF &)

All assets are allocated to reportable segments other FREEENDEZAHE D HUHE —
than deposit paid for acquisition of a subsidiary, FaﬁMﬁ%’&ETFﬁHZEi BEAFEFAE
financial assets at fair value through profit or loss and B EMEERRADBEATEERSIN -]
unallocated corporate assets. Assets used jointly by WEDEHLRER 2 EEZERNAI®RE S
reportable segments are allocated on the basis of the EPTIRER 2 W T AL M AT A BEY
revenues earned by individual reportable segments; and AEEAIRES I WER EERIE - 7]
all liabilities are allocated to reportable segments other BMRES AR BRBRRSEEERN A
than borrowings, deferred taxation, convertible bonds, WMEDEHHLRAENBBZD BEELL D
promissory notes and unallocated liabilities. Liabilities for EITHR -

which reportable segments are jointly liable are allocated
in proportion to segment assets.
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

13. SEGMENT INFORMATION (Cont'd) 13. D ER (&
(a) Business segments (a) ¥EEoH

Information regarding the Group's reportable EHEAREE A HE DB 2 EREH T

segments set out below: T
Outdoor advertising on Television Event management
buses and bus stations advertisements services Total
BRELHEFAES EEES EHEERY w3t

2017 2016 2017 2016 2017 2016 2017 2016

—B-tf B-RF Z¥-tf —F-R"F -+t _"F-RF C-B-tFfF "F-RF
HKS'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000

FAT FET FAT FET FAT FAT FAT FET

Segment revenue AHRA
Revenue from external REMBEEZBA

customers 46,785 42,208 - - 1,336 - 48,121 42,208
Reportable segment loss AREHBRAEHAEE

before income tax (3,427) (3,907) - - (2,077) - (5,504) (3,907)
Depreciation and MEREH

amortisation (472) (692) - - (14) - (486) (692)
Reportable segment assets ~ AJ & D HAE 11,312 10,114 2,176 2,331 246 - 13,734 12,445
Reportable segment liabilities ] % 7 & & 18,790 12,830 18,830 19,319 165 - 37,785 32,149
Additions to non-current FRBEELRE

assets 37 80 - - 114 - 151 80
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

13. SEGMENT INFORMATION (Cont’d) 13.

(b) Reconciliation of reportable segment revenues,

(b) WEHEDEMUEA

okk

%
X

ER (&)

BE EERAEZ

profit or loss, assets and liabilities # AR
2017 2016
—E—tF ZE-RF
HK$000 HK$000
FET FET

Revenue [N
Total reportable Al & o B A A

segment revenues 48,121 42,208

48,121 42,208

Profit or loss B
Reportable segment loss derived 2R B &£ BINIBRF 2 A s

from Group's external o EbEs e

customers (5,504) (3,907)
Unallocated other income Ko B B A A 10 111
Finance costs % ER (4,898) (17,576)
Extinguishment of repayment of [E{E4# & E &

promissory notes (289,250) -
Extinguishment of repayment of [SEEE

borrowings (196,986) -
Fair value loss on AR ES 2 AT EEE

convertible bonds (242,315) -
Loss on issuance of BT MRES 2B

convertible bonds (101,088) -
Loss upon conversion of R mRESFR 2 EE

convertible bonds (91,855) -
Unallocated head office and ROBRBRARIREEME

corporate expenses (28,036) (13,067)
Loss before income tax BRFTIS TR E 1B (959,922) (34,439)
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For the year ended 30 June 2017 #Z —F—+FNA=+HIFE

INNO-TECH HOLDINGS LIMITED E &R AR AR

13. SEGMENT INFORMATION (Cont’d) 13. DERER (&)
(b) Reconciliation of reportable segment revenues, (b) AIRESHBUA B BEEREEZ
profit or loss, assets and liabilities (Cont'd) HER (&)
2017 2016
—E—tF —T-RF
HK$000 HK$'000
FET FHET
Assets BE
Total reportable segment assets A $R& D 2P4R & E 13,734 12,445
Deposit paid for acquisition of a Y& —REIMIE 2 B AT 2
subsidiary 15,000 15,000
Financial assets at fair value BAFEFABGZEREE
through profit or loss 53 43
Unallocated corporate assets FAOERABREE 4,647 3,609
Consolidated total assets MEREE 33,434 31,097
Liabilities =R
Total reportable segment AmESHBEE
liabilities 37,785 32,149
Liabilities related to intelligent ~ BRI 82 & 4
system (now discontinued) (EEE,%%EZ“ g)2aE - 11,393
Borrowings N - 54,500
Promissory notes A R - 50,000
Deferred taxation TR EFTIE - 106
Convertible bonds AR &S 569,990
Unallocated corporate liabilities &7 AR & & 9,885 17,279
Consolidated total liabilities MeERars 617,660 165,427
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

13. SEGMENT INFORMATION (Cont’d)

(c)

(d)

Geographic information

The Group's operations and workforce are mainly
located in the PRC and Hong Kong.

The following table provides an analysis of the

13. 7 EBER (&)
(0 HEZH

AEEZEBRENETERURTE R
BB

TRHFIAEERBINEEFL ZWA

Group’s revenue from external customers. DA e
2017 2016
—E—+HF ZE-RF
HK$’000 HK$'000
FET FET

Revenue from external RKENERFZ
customers A

Hong Kong B 1,336 -
The PRC H 46,785 42,208

The following table provides an analysis of the
Group’s non-current assets.

2017 2016
—E—+tF —E-RF
HK$’000 HK$000
FET FHETT

Non-current assets EMEBEE
Hong Kong B 386 478
The PRC ae 87 534

Information about major customers

For the year ended 30 June 2017, there was 1
customer (2016: 1) from outdoor advertising buses
and bus stations segment accounted for 13%
(2016: 12%), approximately HK$6,063,000 (2016:
HK$4,927,000) of total revenue of the Group.
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For the year ended 30 June 2017 #Z —F—+FNA=+HIFE

14. PROPERTY, PLANT AND EQUIPMENT 14. % -BEREZE

Leasehold Furniture Motor
improvements  and fixtures Equipment vehicles Total
HE
MEEE  BAREE R AE #st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET FHET
cosT %S
At 1 July 2015 RZZE-AFtA—A 1,474 1,047 25,418 38 27,977
Additions RE - 10 - 36 46
Exchange realignment ERAEE S - (18) 9 (3) (12)
At30June 2016 and 1 July 2016 RZZT—R"FXA=+HK
—E-R"¥tA-H 1,474 1,039 25,427 71 28,011
Additions NE - 30 121 - 151
Disposals & - - - (48) (48)
Exchange realignment EHREE - (1) (6) - (7)
At 30 June 2017 R-ZZ-t&XA=1H 1,474 1,068 25,542 23 28,107
DEPRECIATION RE
At 1 July 2015 RZE-HF+HA—H (1,472) (398) (25,214) (38) (27,122)
Charge for the year FERTH (2) (256) (78) (9) (345)
Exchange realignment ERTACES - 17 25 3 45
At 30 June 2016 and 1July 2016 R -Z—7EX +E&
N (1,474) (637) (25,267) (44) (27,422)
Charge for the year FRZH - (194) (56) (6) (256)
Written back on disposal & R e - - - 38 38
Exchange realignment E R AR - 1 4 1 6
At 30 June 2017 —t&XA=1+H (1,474) (830) (25.319) (11) (27,634)
CARRYING VALUES REE
At 30 June 2017 RZB-tFXA=tH - 238 223 12 473
At 30 June 2016 AZE—-R~EFEAAZTH - 402 160 27 589

INNO-TECH HOLDINGS LIMITED E &R AR AR
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For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

15. INTANGIBLE ASSETS 15. B EE
Media
Patents and Computer Customer co-operation
Licenses  trademarks software relationship  agreements Total
oy
BR ENREE ERES EFBR BEGE @t
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
FET FET FET FET FET FET
Cost: BA:
As at 1 July 2015 R-F—-h%¥tA—A 71,085 3,225 74,905 459 248,085 397,759
Written off i S S S (459) (248,085) (248,544)
As at 30 June 2016, 1 July 2016, R-B-A"ExA=1+8H"
30 June 2017 “E-REtA-A"
—E-tFXA=tH 71,085 3,225 74,905 - - 149,215
Accumulated amortisation and R BERAE:
impairment:
At 1 July 2015 RZE-h¥tA—H 70,140 3,225 74,905 459 248,085 396,814
Amortise for the year FEHH 522 - - - - 522
Written off k! - - - (459) (248,085) (248,544)
As at 30 June 2016, 1 July 2016 RZZ-REXA=TH
—E-REtA—H 70,662 3,225 74,905 - - 148,792
Amortise for the year FEHH 423 - - - - 423
As at 30 June 2017 R-E-tF~A=1H 71,085 3,225 74,905 - - 149,215
Net book value: REFE:
As at 30 June 2017 R=B-tFXA=+H - - - - - -
As at 30 June 2016 RZZE-R"FRA=1H 423 - - - - 423
The amortisation for the year is included in “cost of sales” FRNHBECBRERGRAEBERZ [HEK
in the consolidated statement of profit or loss. ] e

Annual Report 16/17 3§ 16/17 INNO-TECH HOLDINGS LIMITED E AR AR AT 163



Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 #EZ_=—F—+FNNA=1THIFE

16. GOODWILL 16. &

2017 2016
—B—tF —E-RF
HK$000 HK$000
FET FET

Cost: o %N
At the beginning of year F4 457,742 457,742
At the end of year Fx 457,742 457,742

Impairment: WA
At the beginning of year F1 457,742 457,742
Impairment DERE] - -
At the end of year FiR 457,742 457,742
Carrying amounts BREE - -
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For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

17. PARTICULARS OF SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 30

June 2017 are as follows:

17. B R a2 =#1HE

RZB—+FRA=+H ARAZEE

MEBLRFSEMT:

Proportion of voting power

and percentage of equity

RERLAIRRERDOL
Group's Held by Held by  Particulars of Principal activity
Place of effective the the  issued/ and place of
Name of company incorporation interest Company subsidiary  registered capital operation
KEEZ RN HHEAR BRT/ER TEEBR
RAER BRI BERER 2] BE  RrEK REws
Jade Phoenix Holdings Limited The British Virgin Islands 100% 100% - Tordinary share of Investment holding
US$1 each
REELHS - BEREEIXTZ BERR
Lak
Active Link Investments Limited The British Virgin Islands 100% 100% - 10,000 ordinary shares of Investment holding
US$1 each
AERTHE 10,0008 & REER
HE1XT EBR
Fast Team International Hong Kong 100% 100% - Tordinary share of Investment holding
Investment Limited HK$1 each
ELERRERRAT A 1REREEIETL REER
LAk
Super Venus Media Hong Kong 100% - 100% 10,000 ordinary shares Investment holding
International Limited
HeEREERARAR A 10,0008 & @& RARR
REETRRARES The PRC 100% - 100%  Registered capital of Design, production and
BIRRA (note (i) RMB3,000,000 publication of outdoor
advertisements in PRC
RRETRRARES e FMER ERERE BER
BRAR (M) AR 3,000,000 BhPHES
LTBEREBERERAA The PRC 100% - 100%  Registered capital of Provision of advertising
(note (i) RMB5,000,000 placement agency
services in television
channel
TEEERRERERAA mE &R REBREEN
(W) AR 5,000,000 EERBRERS
Time Focus The British Virgin Islands 100% 100% - Tordinary share of Investment holding
International Limited US$1 each
ABRNEE \REREE RAER
[E 513
Smart Age Investments Limited The British Virgin Islands 100% 100% - Tordinary share of Investment holding
US$1 each
ABRNEE \REREE RAER
[E 513
\WEEare Sales Limited Hong Kong 100% - 100% 1 ordinary share Provision of
event management
and marketing services
0 1REBR REZHEER
5 R%

Annual Report 16/17 ¥ 16/17

INNO-TECH HOLDINGS LIMITED E &2 AR A 7

165



Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 #EZ_=F—+FNNA=1THIFE

17. PARTICULARS OF SUBSIDIARIES (Cont’d) 17. B AR 2515 (&)
Note: Biat -
() Registered under the laws of the PRC as a limited liability company. ()  WREFRBEEFZMAEERAG -
The above table lists the subsidiaries of the Company LERABINZARFRMNBRARAESRA
which, in the opinion of directors, principally affected the FERERGEEERYIEEC R ES
results or assets of the Group. To give the details of other RE 2NHEMHBRAAZHFBESERE
subsidiaries would, in the opinion of the directors, result in BRILK-

particulars of excessive length.

18. FINANCIAL ASSETS AT FAIR VALUE 18. RAFEFTAERZEMEE
THROUGH PROFIT OR LOSS

2017 2016
—E—+t5F ZE-RF
HK$°000 HK$000
FET FET
Listed securities: LEWES:
— Equity securities listed —REBEB LM ZBRAEFZS
in Hong Kong 53 43
Financial assets at fair value through profit or loss are BRATEFAEGRCeREENIR2ETN
held for trading securities stated at fair values which are BEAREETCATFEZIN HEEER
determined with reference to quoted market bid prices. B o
19. ACCOUNT RECEIVABLES 19. FEUWBR X
2017 2016
—E—+tF ZE-RF
HK$°’000 HK$'000
FET FET
Debtors JFE Ui B 7R 3,053 3,510
Less: allowance for doubtful debts B RER R (395) -
2,658 3,510
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For the year ended 30 June 2017 EZ_—F—+F N NA=1HIFE

19. ACCOUNT RECEIVABLES (Cont’d) 19. EWERFR (&)
(a) Ageing analysis (a) BRER DT
The following set out the ageing analysis of account HEREHRBYRR (MR RER
receivables (net of allowance for doubtful debts) as of B ZREDTOT

the end of the reporting period:

2017 2016
—E—tF ZE-RF
HK$000 HK$'000
FET FAET
Current B &f - 1,549
Less than 1 month past due BEN B —1E A - 278
1 to 3 months past due mE—=={@AR - 314
Over 3 months past due BHEEA=EA 2,658 1,369
2,658 3,510
The Group’'s trading terms with customers are on REBEHEFP2RHGUEETAE
credit. The credit period is generally from nil to 30 T EEH—MATE30H YR
days. No interest is charged on account receivables RRRER  ANEEMERZSE SRR
and the Group does not hold any collateral over these BEAMERR-
balances.
(b) Impairment of debtors (b) EWERFRE
HK$395,000 of account receivables were impaired at E2ENREBRREER ZHIE R
30 June 2017 (2016: HK$Nil) with reference to the “E—tHFRA=THEREZEK
subsequent receipts after the end of the reporting ARRUR395,0008 L (ZE—RF: &
period. HBIT) o
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

19. ACCOUNT RECEIVABLES (Cont’d)
(c) Debtors that are not impaired
The ageing analysis of the receivables that are past

due but not impaired, along with receivables that are
neither past due nor impaired, is as follows:

19. FEURBRRR (&)

() WEREZBYIRR

BB ERE BIRIE - AR E
380 HA T 4 OR B < B MR IR 2 BRIk D AT
LI

2017 2016
—E—tF ZTERF
HK$000 HK$'000
FET FEr
Past-due but not impaired: 400 BAME R (E -

— Less than three months —m LR =1E A
past due - 592
— Over 3 months past due —mHAEB = A 2,658 1,369
2,658 1,961
Neither past due nor impaired 3 £ i 5 J5 & 5 (B - 1,549
2,658 3,510

Included in the Group’s debtors as at 30 June 2017
are debtors with an aggregate carrying amount of
approximately HK$2,658,000 (2016: HK$1,961,000)
which are past due but not impaired at the end of
the reporting period, as the directors have assessed
these debtors to be recoverable based on their good
settlement track records with the Group. The Group
does not hold any collateral over these balances.

Debtors that are neither past due nor impaired related
to customers who have no recent history of default.
The Group does not hold any collateral over these
balances.

168 INNO-TECH HOLDINGS LIMITED E Al SR A R

AEBRZZ—tFAA=THHNE
WHRSK - B8 IRMEL) &2,658,000
B (ZZE— X% 1,961,000 L)
MEER - ZEREBEFNMEHRE
BEHEYTERE RERESECIRE
HEAEFPRASEMRIFEED
FEEZEEW AR AT Y - AEE
BRZEEARFEEMERD-

3 48 380 Y 7 A O {1 A R MK R K B 5 B

VERRLIF TP AR AEEIL
B SRERTHEAERmR-
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For the year ended 30 June 2017 #Z - F—+FNA=+HILFE

20. PREPAYMENTS, DEPOSITS AND OTHER 20. B RE -Ze R HEMEKRRIE
RECEIVABLES
2017 2016
—E—+tF —E—RF
HK$°000 HK$ 000
FETT FET
Prepayments TE T IR 803 2,666
Rental and utility deposits ek KEZS 148 180
Other deposits HEfiize 16,545 16,251
Other receivables H b fE Uk A 1,948 1,997
19,444 21,094
Non-current portion (Note) ERBEB D (K iE) 15,000 -
Current portion mEE D 4,444 21,094
19,444 21,094
Note: Biat -
As at 30 June 2017, included in the Group's other deposits is an amount RZT—tHFXA=1TH BEREAEEZHMIES
of HK$15,000,000 (2016: HK$15,000,000) which was a refundable deposit /15,000,000 7T ( —Z — X4 : 15,000,000/ 7T ) *
paid for a proposed acquisition of new subsidiary. HAERZRBEHNNBARMNZARELRS
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21. CASH AND CASH EQUIVALENTS

Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

21. B RREEEY

2017 2016

—B—tF —E-RF

HK$°000 HK$'000

FETT FET

Cash at bank and in hand RITNFHBEIRE 10,806 5,438

At the end of the reporting period, the cash and
bank balances of the Group, which are denominated
in Renminbi (“"RMB"), amounted to approximately
HK$6,999,000 (2016: HK$2,829,000). RMB is not
freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sales and Payment of
Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through bank
authorised to conduct foreign exchange business.

The interest rates on the cash at bank and deposits with
banks ranged from 0.01% to 0.35% per annum (2016:
from 0.01% to 0.35% per annum).

INNO-TECH HOLDINGS LIMITED E &R AR AR

RBERR AEBUARE (ARE])
FHEZ RS RIRTTHE 456,999,000/ 7T
(ZZ— /X4 :2,829,000/7T) - ARET
BEE MK EMER - A BIBFFREA
Hh CHMNEBIRIEH) & (GEE - SERMNE
ERHRTE) AEE]EBERBLEEIN
BB ZBRITBARBEBKNEMERE-

RTINS MBITERZAENTHF0.01
EZ035E(ZE—XNF:HFF0.01EF
0.35/F) o
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22. ACCOUNT PAYABLES, ACCRUED EXPENSES

22. RARRR - BB AR HALE K

AND OTHER PAYABLES 18
2017 2016
—E—tF —TRF
HK$000 HK$000
FET FET
Account payables (Notes (i) and (i) FERBRFR (BTaE0).% (i) 5,920 820
Accrued expenses and other FEEHE A & H th fE {4 5B
payables (Notes(iii)) (B & i) 27,523 41,521
Purchase consideration payable ETEEERE - 196
Receipts in advance SR & 978 2,507
34,421 45,044
Notes: Wit -

(i) The following is an ageing analysis of account payables presented

() REZRAH2INZEMNBEFIRNBREHRZ KK

based on invoice date as at the end of the reporting period: DITEAT =
2017 2016
e —T-AF
HK$000 HK$'000
FET FET
Less than 1 month LR —EA - -
1 to 3 months —Z={@R 5,920 820
Over 1 year iR —F - _
5,920 820
(i) The credit period of trade payables is generally from nil to 30 days. (i BIENERZEEH BN TFZTE30H-
(i) (1) Included amounts of approximately HK$10,007,000 (2016: iy (1) BEEBEIEEMZ2%410,007,000

HK$8,555,000) related to accrued employee expenses. B (ZZF— /X% 8,555,000 7T ) °

(2)  Included amounts of approximately HK$9,126,000 (2016: 2 BEEHENITESHF2E8Y
HK$8,891,000) related to salaries payable to ex-directors. 9,126,000/ 7t ( =% —7< 4 : 8,891,000
BIL) ©
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Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

23. RETIREMENT BENEFITS 23. BIKER]

The Group operates a Mandatory Provident Fund Scheme
(“the MPF scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the Hong Kong Employment Ordinance.
The MPF scheme is a defined contribution retirement
scheme administered by independent trustees with their
assets held separately from those of the employer. Under
the MPF scheme, the employer and its employees are
each required to make contributions to the scheme at 5%
of the employees’ relevant income, subject to a cap of
monthly relevant income HK$30,000 with effect from 1
June 2014. Contributions to the scheme vest immediately.

The Group also participates in a state-managed
retirement benefit scheme for its PRC employees. The
Group contributes on a monthly basis to various defined
contribution retirement benefit plans and the Group has
no further obligation beyond the contributions made.

AEERBERERBERE S EGH S
REFBRRFEIGHIER 2B HETREIE
NEEFE ([RESE]) - BREEE
ERBBUERATE 2 EBHTRIKE
g HEEREFZEEDFRFA - RIEQ
BestE BRELREEEDHARERSR
WA ZS% R B - F—WFA—H
- 3 AEEWA LRS30,00087T &5t &
ZHR—EIELARESAA

AEETAETHRREES2EBREE 2R
KEMNE - AREEARZEREHK
BRREMET B R BRETIEEFRSN - &
SEBEEMAME-
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24. BORROWINGS 24. (B &
2017 2016
—E—+tHF —E-RF
HK$’000 HK$°000
FET FET
Loans B - 54,500
Carrying amount repayable FEEERE A
Within one year —F R - 44,500
More than one year, but not FRE— FE BB E
exceeding two years - 10,000
- 54,500
Less: amounts shown under R MBBER T R
current liabilities - (44,500)
- 10,000
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For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

24. BORROWINGS (Cont’d)

2. 1EB (&)

2017 2016
—E—tF ZTRF
HK$000 HK$'000
FET FEr
Loan balance at the beginning of RE 2 ERE
the year 54,756 54,500
Fair value of initial recognition of AR ES 2 VIR HER
convertible bonds NSO (251,742) =
(196,986) 54,500
Extinguishment on repayment of BEEE
borrowings 196,986 -
At the end of the year RER - 54,500

As at 30 June 2016, the Group borrowed HK$42,000,000
with interest of 2.5% per month, and repayable on 22
September 2015.

The borrowings were secured by the equity interests in
four wholly-owned subsidiaries of the Group.

On 12 August 2016, the Company and Kuo Yi-Hui, an
independent third party, entered into the second deed
of amendment (as supplemented in September 2016),
pursuant to which the Company agreed with Kuo Yi-Hui,
to convert the entire principal amount of HK$42 million
and accrued interests of HK$12.8 million up to 12 August
2016 into HK$50 million of Convertible bonds (“CB2").
The issuance of CB2 took place on 7 November 2016.

As at 30 June 2017, the Group has no borrowings.
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RZZE—RNENA=1+H KEEEA
42,000,000 70 (S A2.5%+B) * &
ER_ZE—RAFHLA-_+t_HEEZ#E

EETHASENREENE QR ZRiE
TR -

RZZE—R"ENA+ZB AQRHEBFT
FIABHBITE _NETRE (KR
ZE-RFAABR) B AQFHE
HHEBRE S FA 542,000,000 7T
MEZEZZTE—R"ENA+ZBZEFFE
12,800,000/% 7T ¥ # /350,000,000/% 7T 2
AMRES ([ATRARESH2]) - EITAR
BEF2NRZ=ZZE—R"F+—ALH#ET

RZZE—+FRNA=Z+TH XEBWEE

fAEE-
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25. PROMISSORY NOTES

On 31 August 2012, the Company issued
HK$160,000,000 unsecured redeemable promissory
notes in connection with the acquisition of 100% equity
interest in the Redgate Ventures Group. The promissory
notes are repayable in one lump sum on maturity of
two years and matured on 30 August 2014. On 29
August 2014, the Company has entered into two deeds
of extension to amend the terms and conditions of
the respective promissory notes with each of the two
noteholders respectively, pursuant to which the parties to
the respective deeds of extension agreed to extend the
maturity date of the promissory notes from 30 August
2014 to 30 November 2014.

On 28 November 2014, the Company has entered into
two second deeds of extension to further amend the
terms and conditions of the respective promissory notes
with each of the two noteholders respectively, pursuant
to which the parties to the respective second deeds of
extension agreed to further extend the maturity date
of the promissory notes from 30 November 2014 to 27
February 2015.

On 2 April 2015, the Company has entered into a third
deed of extension to further amend the terms and
conditions of the promissory notes with the noteholder,
pursuant to which the parties to the respective second
deeds of extension agreed to further extend the maturity
date of the promissory notes from 27 February 2015 to 31
October 2015.

INNO-TECH HOLDINGS LIMITED E &R AR AR

Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

25. R HEE

R-_TB——EN\A=+—8 A7k
#8Redgate Venturest [ 2 2 ZAE A M a5 -
#17160,000,000/%8 7T 2 S 10 0] & (B4 3
ER-ANLEBERMFEIBAAE RS
BN BIBHEA-_Z-—MWENR=+H-
R_Z—MENAZ+NAB AREED
AERNEREREASBI MM EERR
B DMERT B R BB 2 R KRG - B
bt FEBRZBEZFNAERE BERE
BrIMAm-_T—mFENA=ZTHEE
E-T-—MFE+—-—HA=+H-

R_ZT—NE+—A=-+/N\A AQRAE
DREMERBRFAEASEBITIMMNES
RIEER 5 A — P BE S RAERZ
R RGEE B SE_RATEEREZ
RN FERESEAREERZIHBER-F
—NE+—A=Z+THE—FLEE_F
—RAF=-R=++tH-

NRZE—AFNA B ARFCDHER
BEATYLEZMLERE  NE—HE
RIERE BZERREE B S =
IR RIEZATNHEREBEARLZEEREZ
AR A F-A=ZTtHE—F
LEE-_ZFT—RF+A=1+—8-
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For the year ended 30 June 2017 EZ_=—F—+F N NA=1HIFE

25.

PROMISSORY NOTES (Cont’d)

On 30 September 2015, the Company issued a letter
to Profit Eagle Limited (“Profit Eagle”), the holder of
the promissory notes and proposed the repayment of
outstanding promissory notes by issuance of convertible
bonds. On 22 October 2015, Profit Eagle principally
agreed the Company'’s proposal on the condition that the
Company should issue and allot 180,000,000 ordinary
shares of the Company to the holder at the aggregate
consideration of HK$1.00.

On 12 August 2016, the Company and Profit Eagle
entered into the first deed of amendment (the “First
Deed of Amendment”) pursuant to which the Company
agreed with Profit Eagle to exchange the promissory
notes into convertible bonds of an aggregate principal
amount of HK$60,500,000 (“CB1") and to issue 75 million
new ordinary shares for consideration to Profit Eagle
as compensation for the default of payment under the
promissory notes.
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25. R A RE (&)

RZE—RAFNA=+H ARAREK
=% 7 ¥ 8 AProfit Eagle Limited ([ Profit
Eagle |) B — Mkt WREBBEITA
BREHFEENREEZALRR RN
T—FH%+H =+ =H Profit Eagle XZ[A
BEARAI R REREAATIRBRE
1.00/ 7T M A AE 17 R EBLE$ 180,000,000
AR R 2 ERAR -

RZZE—RFENA+TZHB KA T HEProfit
Eaglefl L &8 — BRI BB ([ E — W&
R - E I AR R R = EProfit Eagle
1 H R IR H AR R 7R & # 58 7360,500,000
BT BKRES ([TBRRESH1]) kA
Profit Eagle®$7775,000,0000% 5 & 8 i% LA
BEREEAFARLEEBTINENZE

f&-
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

25. PROMISSORY NOTES (Cont’d) 25. R AR EE (&)

On 19 September 2016, the Company and Profit Eagle
entered into a supplemental deed to the First Deed of
Amendment (the “Supplemental Deed”). Pursuant to
the Supplemental Deed, (i) the Company and Profit
Eagle agreed to change the terms that the Company
shall at completion of the issuance of CB1 issue and
allot 75,000,000 new ordinary shares (the “Subscription
Shares”) to Profit Eagle or its nominee at the subscription
price of HK$0.01 per Subscription Share (the “Subscription
Price”) (which is equivalent to the par value of the new
share) and (ii) Profit Eagle has to obtain prior written
consent of the Company if any of the nominee(s),
transferee(s) or assignee(s) (and their respective ultimate
beneficial owners) who take(s) up the Subscription Shares
is a connected person of the Company. The Company
intended to use the net proceeds from the Subscription
Shares of approximately HK$750,000 for its general
working capital. The issuance of CB1 and Subscription
Shares took place on 7 November 2016.

RZFE—XR"FENLA+NAB K2 A EProfit
Eagledl Y E — MBI REBE 2 A LE
([RRIE]) -REBAREZE ()AR A
HiProfit EagleRIBEET ARG BIAR R
AR BITAIRRESR 1THREEREE
FlRERM.OVET ([REE]) (BE
R IR D < E (&) 817 & AL 375,000,000
B imak ([sREERX 1D ]) F Profit Eaglesk
HRBARGHEEABRBR S 2 EARE
A EBARZBA (REESEEBZHEKE
mEAEAN) BARA ZEEA L AlProfit
Eagle’BERISARRIC EXREHRRE AR
A SR B AR 10 AT 1S RIE F 88 49750,0005%8
TRARE—REEES - BT RRESR
LREBRHERZZE—R"F+—AtH#E
7°

2017 2016

—E—tF —EF—RF

HK$000 HK$'000

FET FET

At the beginning of the year REH 50,000 46,693

Interest charged B B & - 3,307

Fair value of initial recognition of AT IRE 7 2 R R

convertible bonds (note) NEE(KE) (302,500) -

Fair value of subscription share RERMND 2 AFE (36,750) -

(289,250) -

Extinguishment of promissory notes /B 1E7F & Z ik 289,250 -

At the end of the year RER - 50,000
Note: Hat -

Convertible bond (CB1) issued by the company with the fair value of
HK$302,500,000 at note 26 is used for repayment of promissory notes

INNO-TECH HOLDINGS LIMITED E &R AR AR

B FE26 Tl AN B %47 2 A 1B /302,500,000 70,2
AR ES (TRRESFR) ERAEEERLEE-
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26.

= B 15 ¥R AR M A

—tFENA=FHIFFE

ISSUANCE OF CONVERTIBLE BONDS BY
THE COMPANY AND EXTINGUISHMENT OF
CERTAIN LIABILITIES OF THE COMPANY

On 7 November 2016, the Company issued the following
convertible bonds as a part of financial restructuring
described in the Company’s circular dated 23 September
2016. Please refer to notes 24 & 25 for details.

Convertible bond 1 (“CB 1”)

The Company issued zero-coupon convertible bonds
with the principal amount of HK$60,500,000 to Profit
Eagle Limited, the holder of promissory note with the
aggregate carrying amount of HK$50,000,000, as part of
the consideration to settle the promissory note that had
been due for payment since 31 October 2015.The maturity
date of CB 1 will be on the day last preceding the second
anniversary of the date of the issue of the CB 1, i.e. 6

November 2018.
Convertible bond 2 (“CB 2")

The Company issued 3% convertible bonds with the
principal amount of HK$50,000,000 to Miss Kuo Yi-
Hui, an independent third party and one of the Group’s
creditors, to settle a Group’s borrowing of HK$42,000,000
with interest of 2.5% per month. The carrying amount
of the borrowing together with the accrued interest
amounted to HK$54,756,000. The maturity date of CB 2
will be on the day last preceding the 18th month of the
date of the issue of the CB 2, i.e. 6 May 2018. Interest is
payable per annum.

Convertible bond 3 (“CB 3")

The Company issued 3% convertible bonds with the
principal amount of HK$25,000,000 to not less than
6 independent third parties for cash consideration of
HKS25,000,000. The maturity date of CB 3 will be on the
day last preceding the second anniversary of the date of
the issue of the CB 1,
payable per annum.

i.e. 6 November 2018. Interest is
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26. ARBBRTHBBRESZRFEARR

AETasE
RZZE—RE+—A+tH AQARETHU

THBEEFERARNARARA-E—R
FARA+T=RBHMRHBEERZ — 6
Do HIFHLMME24 25 -

EREFI1([TREES1])

N/ & B Profit Eagle Limited (A& #28R E &
50,000,000/ T 2 & & B EFEH A ) #17
N %8 560,500,0008 L 2 TR S A %
EF ERENBEZZE—RAF+A=1+—
HERBEIHAZH AR ER 2B RE
ARBREHFIERETIIBRRESRIZHE
HEsE —BFHI—A (A Z2—N\F
+—A/B8)EH-

R ESR2([TREESH2])

ARGBAEHRETRT (BBLIE=ZFRK
SE 2 E®EA)EITAR S A50,000,000
BILZ3% AR ES  UENAERA L
2.5F 2 £ 542,000,000/ L £ E 2 BRM
BEE R F 8 554,756,000 JT ° A #

W& 72 R BT AT AR B 552 2 B HIHE AT
ETNEA—B (BIZT—-N\FRAAR

B8 - M B ARE A -

AR ESI([ATRKRES3])

RRRMADPRAEBLE=ZFEITAE
#6/325,000,0008 7T ,23% Al iR &% - 3R
& {8 425,000,000 7T » 0] #2 i% (& 53545
REITRAIHARES 1 2 HHRFTSE —AF A
AI—A (A ZE—N\F+—HAXAB)EH-
MEBERFELZ o
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26. ISSUANCE OF CONVERTIBLE BONDS BY

THE COMPANY AND EXTINGUISHMENT OF
CERTAIN LIABILITIES OF THE COMPANY
(Cont’d)

All of the abovementioned convertible bonds were issued
soon after the share consolidation. All convertible bonds
entitle the holders to convert them into ordinary shares of
the Company at any time between the date of issue of the
convertible bonds and their maturity date at a conversion
price of HK$0.1 per share, subject to anti-dilutive
adjustments and the conversion restriction under Rule 26
of the Hong Kong Code of Takeovers and Mergers. If the
convertible bonds have not been converted, they will be
redeemed on their respective maturity date at the principal
amount outstanding plus accrued interest. The Company
shall have the right at any time between the date of issue
of the convertible bonds but prior to their respective
maturity date to redeem the whole or any principal
amount of the convertible bonds outstanding at 100% of
the principal amount thereof with the accrued interest (the
“Early Redemption Option”).

The Early Redemption Option embedded in all convertible
bonds was not considered by management as closely
related to the host liability component of the convertible
bonds and hence the conversion options embedded in
the convertible bonds do not meet the requirement as to
“fixed amount of cash for a fixed number of shares of the
Company’s equity instruments and are not classified as
equity instruments. Instead, the conversion options and
Early Redemption Options are considered as embedded
derivatives. With embedded derivatives, management
decided to designate the convertible bonds as financial
liabilities as at fair value through profit or loss on initial
recognition. At the issuance date of those convertible
bonds, the fair value of CB 1, CB 2 and CB 3 were
approximately HK$302,500,000, HK$251,743,000 and
HK$126,088,000 respectively.
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26. ARBBRTHABBRESZRFEARR

AETERE (&)

PrE L AT E 5 IR IR & HHE T A
BT AN BRREFOE TRHAEARS
RABRRESFEITEHEETHA LHE
R IEBRESRONETHEER SRR
Al BBk HBEREBWE RS 7RI
MA26TA T 2 RESE T B R B R HI PR
IR o Al R R B R B R - B RSN E
FEBZHHBERHREERNSREIMNESF
SEE AR B K BERRNARBRESFET
BHEIERKRER S 2P B AT LA - BE
IR 2 B K & 88 2 100% 3 [A) JE 51 71 B & [
RAREEZ A BEES 2R REMNAE
BM(MEREEE]) -

BHREBEEERRMEATRRESRANR
FEOETEEZEITRRESCEER
EE D= AERE - AT R RE S R A AR
RELTFEBEReSELBAEARA
IRAEEE R RG] 248E BXARDEE
BRZR o MBI - A i K 4R B Bl RE A AR A iR
ARTTEIR -RYILHRE BEER
ERBRAXITET A2 BARES
EREAFEFABENSREE -NZ
EUMmREFEITHE ATRKRES A
MR E 2 R AR EHFIN A FED R4
/£302,500,0007 7T ~ 251,743,00078 7T &
126,088,000 T °
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26.

ISSUANCE OF CONVERTIBLE BONDS BY 26. ARABTABRKRESZRBELAR
THE COMPANY AND EXTINGUISHMENT OF AETEE (&)
CERTAIN LIABILITIES OF THE COMPANY
(Cont’d)
The movements of CB 1, CB 2 and CB 3 during the year ARRES A BRRESF2RAITBRRES
are set out below: SMENEFET O
CB 1 CB 2 (B3 Total
AR EH1 AR ES2 ARRES3 Foh
HK$'000 HK$'000 HK$'000 HK$000
FET FET FET FET
At 1 July 2016 R=ZZE-R"F+A—H - - - -
Issued during the year FRBT 302,500 251,743 126,088 680,331
Converted during the year FRER - (280,175) (163,664) (443,839)
Interest paid ERFE - (421) (251) (672)
Fair value remesurement: BHEATE:
- on conversion —REHR - 54,028 37,827 91,855
- at the end of the reporting period —“REEEER 223,850 18,465 - 242,315
At 30 June 2017 RZE—tFXA=1H 526,350 43,640 - 569,990
Analysed for reporting purposes as: NHREREMZAMET
- Current portion —REEHD - 43,640 - 43,640
- Non-current portion —ERBHBD 526,350 - - 526,350
526,350 43,640 - 569,990

During the year ended 30 June 2017, the original holder
of CB 2, Miss Kuo Yi-Hui, transferred the aggregate
principal amount of HK$20,000,000 to 2 parties
considered by management to be independent third
parties of the Company or the Group. After the transfers,
Miss Kuo Yi-Hui and the other transferees converted the
aggregate principal amount of HK$25,000,000 of CB 2
into the ordinary shares of the Company. In the opinion
of the directors of the Company, such conversions did
not trigger Rule 11.23(7) of the GEM Board Listing Rules
and Rule 26 of the Hong Kong Code of Takeovers and
Mergers.
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26. ISSUANCE OF CONVERTIBLE BONDS BY
THE COMPANY AND EXTINGUISHMENT OF
CERTAIN LIABILITIES OF THE COMPANY
(Cont’d)

During the year, the Group has recognised losses
attributable to the following:

e Loss on extinguishment of the abovementioned
promissory notes issued by the Company amounting
to approximately HK$289,250,000. The consideration
for the extinguishment was satisfied by a) issuance
of 75,000,000 ordinary shares of the Company for
a cash consideration of HK$750,000 and issuance
of CB 1 of principal amount of HK$60,500,000. As
mentioned in the Group’s accounting policy note, the
difference between carrying amount of a financial
liability derecognised and the consideration paid,
measured in this case based on the fair values of the
ordinary shares (less consideration received) and CB 1
issued, is recognised in profit or loss;

e Loss on extinguishment of the abovementioned
borrowing amounting to approximately
HK$196,986,000. The consideration for the
extinguishment was satisfied by the issuance of
CB 2 of principal amount of HK$50,000,000. The
difference between carrying amount of the financial
liability derecognised and the consideration paid,
measured based on the fair value of CB 2 issued, is
recognised in profit or loss; and

e Loss on initial recognition of CB 3, amounting to
HK$101,088,000, attributable to the fact that the
fair value of CB 3 determined on initial recognition
is significantly higher than the cash consideration
received.
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For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

26. ISSUANCE OF CONVERTIBLE BONDS BY 26. RATBITABKRELSFRBEEARRD

THE COMPANY AND EXTINGUISHMENT OF
CERTAIN LIABILITIES OF THE COMPANY
(Cont’d)

The losses arising on extinguishment and initial recognition
referred to above were mainly due to the fact that a
significant value of the convertible bonds as at initial
recognition was attributable to the conversion option
embedded in the convertible bonds that entitle the holders
to convert into ordinary shares of the Company at the
initial conversion price of HK$0.1 per conversion share,
which is at a significant discount to the fair value of the
share of HK$0.5 on initial recognition of the convertible
bonds. In the opinion of the directors of the Company,
the initial conversion price should not be adjusted for
the share consolidation of every five issued and unissued
shares into one share which took place on 4 November
2016 as disclosed in Note 29.

In addition to the abovementioned losses, losses of
HK$91,855,000 and HK$242,315,000 respectively were
recognised in profit or loss attributable to fair value
remeasurement of certain convertible bonds on conversion
and fair value measurement of outstanding convertible
bonds at the end of the reporting period.
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ZERABRBEEITERBETRODEHAS K
Bty 2 Befn & 6f (IRM EE29PT 3 58 ) 1E I 78

%Eko

Br L at & 4Hh - 91,855,000 T &
242,315,000 7T 2 AR & BIR A B
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26. ISSUANCE OF CONVERTIBLE BONDS BY
THE COMPANY AND EXTINGUISHMENT OF
CERTAIN LIABILITIES OF THE COMPANY
(Cont’d)

The fair values of the convertible bonds at initial
recognition, at the time of conversion and as at 30 June
2017 were estimated using binominal option pricing model

26.

ARAABTARRESFRBEARAR

AETEaE (&)

AR EEFRNSHER RAEFEERR
—E—+t+FERAZTHHNRAFENER =
HA BT EEREA T8 A BB ETH

with the following inputs: 5t
At the
At 30 June issuance
2017 date

R=Z—+t#F

AB=1+H RE1T R H
Stock price % (& HK$0.873& 5t HK$0.50/% 7t
Conversion price #EE HK$0.105& 7T HK$0.1078 7T
Risk-free rate e PRI 0.54% to £ 0.66% 0.54% to & 0.60%
Dividend yield % B 2 0% 0%
Time to maturity I B HABR 0.9 to £ 1.4 yearst 1.5 t0 & 2 years®F
Volatility ] 32.23% 32.16%

The above inputs used in computing the fair value of
the convertible bonds were based on the directors’ best
estimate. Changes in input may result in changes in the
fair value of the convertible bonds.
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27. INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

Current taxation in the consolidated statement of financial

position represents:

7. ZEMBARRRAZFAER

HFAPBARRRAZ AR RS -

2017 2016
—E—tF ZTERF
HK$000 HK$000
FET FET
Tax payable at the beginning of FYERNTRIE
the year 15,777 16,906
Over provision for prior years BEFERERE
— PRC Enterprise Income Tax —H B ZEFTFN (2,123) -
Exchange realignment PE W o 2 (405) (1,129)
Tax payable at the end of the year FRENTIE 13,249 15,777
The amount is presented by: RIEIE
- Tax payable —ERBIIE (13,249) (15,777)
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

28. DEFERRED TAXATION 28. IEIERI IR
The components of deferred tax liabilities recognised in RAFE  ERERE M BIRARER ZE
the consolidated statement of financial position and the EMIBRGBEZHEKBY REFHIMT :

movements during the year are as follows:

Intangible
assets Total
B ERE Mt
HK'000 HK’000
FET FET
At 1 July 2015 RZE—RFELH—H 236 236
Credited to profit or loss AR (130) (130)
At 30 June 2016 and RZEBE-—RENA=1TBER
1 July 2016 —E-RFtH—H 106 106
Credited to profit or loss FrABZE (106) (106)
At 30 June 2017 R-Z—tF
ANA=TH - -
At the end of the reporting period, the Group has unused RBERAR AEBE 2 ARSAMIEE
tax losses of approximately HK$47,880,000 (2016: 8/ #%947,880,0008 L (=& — RN F -
HK$47,880,000) available to offset against future profits 47,880,000/ 70 ) + A] A3 DAHE 58 A] 42 R Hi b
that may be carried forward indefinitely. No deferred tax 2 R B o B P DA TE ORISR R 7
assets has been recognised in respect of the tax losses due HIR - I B RIEEEERRELEHIEE
to the unpredictability of future profit streams. Ee
No deferred tax assets has been recognised in respect B M K FRORI R AR s M ROJR - il I B g AR
of the remaining tax losses of the Company due to the RAIZHRTHEEERARELEHRIEBEE -

unpredictability of future profit streams.
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29. SHARE CAPITAL 29. B
Par value of Number Nominal
each share of share value
SREE RAE HE
HK$ HK$000
BT FET
Authorised: HE
1 July 2015, 30 June 2016 and RZZE-H%tHA-A"
1 July 2016 ZE-RERAZTER
—E-R"EtA—-H 0.1 3,000,000,000 300,000
Share consolidated (Note (a)) Wi & B (H1it @) (2,400,000,000) -
Share sub-division (Note (a)) RIDHA (M) 29,400,000,000 -
At 30 June 2017 RZE-tEXA=1+H 0.01 30,000,000,000 300,000
Par value of Number Nominal
each share of shares value
SREE RAEE HE
HKS HK$'000
BT FET
Issued and fully paid ERITRARE
At 1 July 2015, 30 June 2016 A_E-RFE+HA—H:
and 1 July 2016 ZT-RERAZTAER
—E-R"F+A—H 0.1 796,246,784 79,625
Placing of shares (Note (b)) B &M (Mt wb) 0.1 159,249,356 15,925
Share consolidation (Note (3)) WA (Hit(a) (764,396,912) -
At 30 June 2016 RZE-REXA=TA 191,099,228 95,550
Capital reduction (Note (a)) Hx$¢l‘] W (HfitE) - (93,639)
Issue of subscription shares (Note (c) ~ E{TRERD (#1i#()) 0.01 75,000,000 750
Placing of shares (Note (d)) RERR (Wit) 0.01 31,849,871 318
Issue of shares upon conversion of REATARRESRFETRR
convertible bonds (Note(e)) (Hiite) 0.01 700,000,000 7,000
At 30 June 2017 RZE-tEXA=1H 0.01 997,949,099 9,979
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For the year ended 30 June 2017 #EZ_=—F—+FNA=1THIFE

29. SHARE CAPITAL (Cont’d)

Notes:

(a)

Pursuant to a special resolution passed by the Shareholders at the
special general meeting held on 17 October 2016, the Company
proceed with capital reorganisation involving, among others, the
following:

(i) share consolidation whereby every five issued and unissued
shares of HK$0.1 each were consolidated into one
consolidated share of HK$0.50 each;

(i) capital reduction whereby the nominal value of all the issued
consolidated shares was reduced from HK$0.50 each to
HK$0.01 each by cancelling paid-up capital to the extent of
HK$0.49 on each issued consolidated share so as to form the
adjusted Share of HK$0.01 each; and

(iii)  the sub-division was made of each of the authorised but
unissued consolidated shares of HK$0.5 each into 50 adjusted
shares of HK$0.01 each.

The capital reorganisation was taken place and completed on 4
November 2016.

On 12 August 2016, the Company entered into the placing
agreement with placing agent to placing to not less than six
independent placees for up to 159,249,356 shares at a price of
HK$0.10 per placing share. The net proceed received from the
placing was HK$12.22 million. The placing was completed on 24
October 2016.

On 12 August 2016, the Company entered into supplemental
deed to the First Deed of Amendment to amend the terms on
the allotment of 75,000,000 subscription shares at a price of
HK$0.01 per subscription share. The net proceed received from
the subscription was HK$750,000. As the Group's accounting
policy notes, the measured in this case based on the fair values of
the ordinary shares less consideration received. The placing was
completed on 7 November 2016.

On 18 November 2016, the Company entered into the placing
agreement with placing agent to placing to not less than six
independent placees for up to 31,849,871 shares at a price of
HK$0.35 per placing share. The net proceed received from the
placing was HK$10.60 million. The placing was completed on 30
November 2016.

On 13 February 2017, 27 February 2017 and 7 March 2017, the
Company issued 100,000,000 new ordinary shares at an issue price
of HK$0.1 each for redemption of outstanding convertible notes
respectively. On 8 March 2017, the Company issued 400,000,000
new ordinary shares at an issue price of HK$0.1 each for redemption
of outstanding convertible notes. The excess over the par value of the
shares issued was credited to the share premium of the Company.
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(a)

(d)

BRERRER-_F-R"E+A+LARITZR
RERAE LBB —ARRARSR  ARE#
TER(ERBE)NTRBEZRASAE:

iy Bmaest Bt SEREREECIET
ZEREOIRABTROHEHA—RERE
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BB EITE RN EH0A9B T KA
BET AR 2 EEHSK0.508 TTHI
HEBROOIETUASEHERN AER
0.0187T: &

(i) HEREREERFETZEREESE
TLZE BRI D AR50 S IR E(E0.0178
TR TRBR

BRAEHER ZT—AR"F+-AMAETRT
B o

RZZE-—XRENATZH AARHEREERER
STECE R AR B R AL & 00108 T Z BHE[A
TORNB B LB AR E %% 159,249,356%
fetn o B B & WER Z AT 1S 3R IR %8 /312,220,000
B -REER-FT-—R"F+A-THEATER-

RZZE—XNENA+TZB AR LE—HE
AREBEZHEAREBENETIRERRBERK0.01
I Z (BISELE75,000,000/% RRE A0 Z 165K
B R0 W 2 FT 13 3B 585 /750,000 7T o
WA SE B ST ECR AT - R ISR TR R I AR
ZATEREBREFE BEER=T—XF
+—AtB®E&-

RZZE—XE+—A+/1\B AARHERENRE
FT M AL E W AR B R ECE 190,358 T 2 B4
MR DR N BE AEL ABLE 5 %31,849,871[%
f& 15 o B B & URER 2 BT 1S 5k 18 7F 58 /410,600,000
BT BECKRZZE—"F+—A=+H=EK-

R-E—+tHF-_A+=ZA - —_FT—+L&F_A
T+ tEtEERZE—tF=AtH ARADH
R E1TE G R0.18 7L % 17100,000,000 % ¥ &
BRABERZRIIAREERE - R —tF
ZANB RARREITEFRNB TEST
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30. SHARE OPTION SCHEMES 30. R HEST 2
The Company adopted a share option scheme on 5 July ZJS’AETEAfEZ'EfEtHﬂEIT‘”,\W—IEE%
2002 whereby any employees (whether or not full-time or MRHEET &l Bt EES (B 2Bk
part-time) and any consultant or adviser who, at the sole B8) R AR {174 R R T sl R (Eﬁﬁﬂﬂ Bl
discretion of the board, subject to the terms of the share ZERT HEFSE2EMBRAEAE
option scheme, contributed to the Group, may be granted Iﬁﬁﬁﬁ%ﬁ%)i’ﬂﬂﬁi‘m B AR EE R
options to subscribe for shares in the Company. The share NAERD - AARIE KL IEBRETE - WAR
option scheme was terminated and a new share option BRER-ZE——F+—A=-T=HAR
scheme was adopted pursuant to resolution passed by the ZORFER RN —IEF BT S -

Shareholders on 23 November 2012.

The maximum number of shares in respect of which BIEZ S8 e 2 AR s R AR
options may be granted under the schemes must not N8R SZTFBBEHITROEE 2
exceed 10% of the total numbers of shares in issue. 10% °
Number of share options
BREHA
Outstanding
Outstanding Granted Exercised Lapsed Completion asat Exercise
asat during the during the during the at share 30 June price
Date of grant 1 July 2016 year year year reorganisation 2017 Option period per share
(Note) (Note)
RZB-AE RoB-tE
th-A REH ~BZTH
RERH HATE ERRH Rl EREH EARTH HATE BRESR SRER
/ “/
Former directors, 23 August 2007 11,252 - - - (9,002) 2,250 23 August 2007 to HK$19,538.8
senior management, 22 August 2017
other employees and ZS5tENAZTZR ZRRHENAZTERE 1953887
consultants ZE-+ENAZTZR
HEZ BREEE 9 September 2008 4,975 - - - (3980) 995 9 September 2008 to HKS5,396.95
HAfEER 8 September 2018
Bl “ZENFAANA é?‘\ ¥ ANRE 539958 T
\EAANE
11 September 2008 3,546 - - - (2,837) 709 1 September 2008 to HK$6,047.3
10 September 2018
“2ENEAAT-R “RE\FAAT-RE 6,047 38T
“I-\EAATE
16 December 2008 3,546 - - - (2,837) 709 16 December 2008 to HK$2,363.5
15 December 2018
“2RN\ETZATAA ZRENETZATARE 1363557
ZZ-\§tZATER
17 February 2009 1932 - - - (1,546) 386 17 February 2009 to HK$3,070.9
16 February 2019
ZRENECATEE SERAECATLEE 3010957
ZE-hEZATRA
29 May 2009 1,932 - - - (1,546) 386 29 May 2009 to HK$2,728.6
28 May 2019
ZEEAFRAZTAA ZETAERAZTNRE 2IB6ET
ZE-AFRAZTA
31 December 2009 1,104 - - - (884) 220 31 December 2009 to HK$1,395.3
30 December 2019
ZERNETIAZT-A ZEENETZAZT-HE 139537
ZE-NETZA=TH
15 January 2010 9,675 - - - (7,740) 1,935 15 January 2010 to HK$2,264.05
MJanuaryZOZO

Z3-35-AtEA 22640557

Total 37,962 - - - (30372 759
4t
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30. SHARE OPTION SCHEMES (Cont’d)

The fair values of the options granted on 20 September
2005, 23 August 2007, 9 September 2008, 11 September
2008, 16 December 2008, 17 February 2009 and 29
May 2009 determined using the Binominal Option
Pricing Model were HK$2,459,600, HK$32,590,077,
HK$13,654,408, HK$5,868,400, HK$4,093,100,
HK$1,071,600 and HK$948,000 respectively.

The fair values of the options granted on 31 December
2009 and 15 January 2010 determined using the Black-
Scholes Option Pricing Model were HK$5,495,000 and
HK$3,255,000 respectively. The significant inputs and
assumptions to the model were as follows:

Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 #HZE—ZF

BIRERTE (&)

RZZEZERFAAZTRH ZZETLF
NAZ+=R-ZZETN\FALAALA =
ZEENFALA+—R ZEENF+=
A+~ "B -ZZEZFThAhF=_A+tH K=
TENFRAZ+TNABEE ZEREZ
AYENER-_EAREEBERAE
F 9Bl A2,459,600/% 5T~ 32,590,077

& JT 13,654,408 7T * 5,868,400/ 7t »
4,093,100/ 7T ~ 1,071,600/ 7T }2948,000
BITe

R_BZThAE+_A=+—HBER_Z—F
E—H+£E%ﬁ2%&%2@¥ﬁﬁ@
AR TERAET »
7l 45,495,000 7T 13,255,000/ 7T © 7%
BRXZEZHAHBERBRENAT

23 August 9 September 11 September 16 December 17 February 29May 31 December 15 January

2007 2008 2008 2008 2009 2009 2009 2010

kS 443 “ERNE k2 913 ZERNE ZEINF ZEEAE ZEINE “2-%%

Grant date RLAH NEZt=ZH MAAR hBt-B  tZAtAH ZAttR  EAZTAR TZA=t-H -BtEA
Stock assets price (unadjusted) R EEER (REER HK$0.63 HK$0.174 HK$0.195 HK$0.075 HK$0.099 HK$0.087 HK$0.23 HK$0.37
0.638T 0.174%7 0.195%7 0.075%7 0.0997% T 0.087%7 0.3%7 03747

Exercise price (unadjusted) TEE (REAE) HK$0.063 HKS0.174 HK$0.195 HK$0.0762 HK$0.099 HK$0.088 HK$0.225 HK$0.365
0.0683%T 0.174%7 0.195%7T 0.0762%7 0.099%7 0.0887%7 0.205%T 0.365% T

Expected volatility BHRE 71.31% 95.077% 95.255% 100.409% 102.323% 102.323% 96.04% 97.35%
Expected life EHES 10 years 10 years 10 years 10 years 10 years 10 years 10 years 10 years
10§ 10§ 105 105 10§ 105 10§ 105

Risk free interest rate BRRAX 4.480% 2.848% 2.799% 1.530% 1.586% 2.767% 1.93% 1.86%
Expected dividend yield R El e 0% 0% 0% 0% 0% 0% 0% 0%

Expected volatility was based on weekly historical volatility
since the establishment of the Company.

The Binomial Option Pricing Model and the Black-Scholes
Option Pricing Model require the input of highly subjective
assumptions, including the volatility of share price. Any
changes in subjective input assumptions could materially

affect the fair value estimate.

Note:

The numbers of share options and the exercise price per share options
were adjusted upon the completion of the share consolidation on
4 November 2016.
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31. RESERVES

The amounts of the Group’s reserves and movements
therein are presented in the consolidated statement
of profit or loss and other comprehensive income and
consolidated statement of changes in equity.

Nature and purpose of reserves
(i) Share premium and capital redemption reserve

The application of the share premium account
and capital redemption reserve are governed by
Section 40 of the Companies Act 1981 of Bermuda
("Companies Act”).

(ii) Share option reserve

The share option reserve comprises the fair value
of the actual or estimated number of unexercised
share options granted to employees of the Group
recognised in accordance with the accounting policy
adopted for share-based payments in note 3(n)(ii).
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For the year ended 30 June 2017 #HZE—ZF

—tFENA=FHIFFE

31. RESERVES (Cont’d)

32.

Nature and purpose of reserves (Cont’d)

(iii) Contributed surplus

Pursuant to the group reorganisation prior to
obtaining a listing, the Company became the holding
company of the Group on 5 July 2002. The excess
of the consolidated net assets represented by the
shares acquired over the nominal value of the shares
issued by the Company in exchange under the
group reorganisation was transferred to contribute
surplus. Contributed surplus also includes the credit
arising from the capital reorganisations effective on 9
December 2010 and 28 June 2011 respectively.

(iv) Exchange reserve

v)

The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of the Group’s foreign
operations. The reserve is dealt with in accordance
with the accounting policy set out in note 3(y).

Distributable of reserves

At 30 June 2017, no reserve was available for
distribution as dividends to shareholders of the

Company (2016: HK$Nil).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in

the Group will be able to continue as a going concern

while maximising the return to stakeholders through the

optimisation of the debt and equity balance. The Group's

overall strategy remains unchanged from prior years.
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For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

32. CAPITAL RISK MANAGEMENT (Cont’d) 3. EXEER (&)
The Group manages the capital structure and makes REBERERER WRLEBERIZE
adjustments to it in the light of changes in economic HREBEECRREMEL AR - R4
conditions and the risk characteristics of the underlying BRABREARAERE AEELREMR
assets. In order to maintain or adjust the capital structure, RIRMIRE 258 MIRFRERA - 31T
the Group may adjust the amount of dividends paid R BRFEBRENHEEER
to shareholders, return capital to shareholders, issue BEEHE - R-ZE—tFN_FT—RF-BIEZ
new shares, raise new debt financing, or sell assets to NAR 7 I E ] 2 8 -

reduce debt. No changes were made in the objective and
processes during the year of 2017 and 2016.

The Group monitors capital using a gearing ratio. The AEEERAEEAGBLEERER KK
Group's policy is to keep the gearing ratio at a reasonable BErBEREREEAGBLEERGIEK
level. o
The Group's gearing ratios at 30 June 2017 and 30 June REEBR-ZZ—LEtFA=THERZ=ZZ
2016 were as follows: —RNFEANAZTHZEEABGELERNOT
2017 2016
—E—+F ZE—RF
HK$000 HK$°000
FET FET
Debt (Note (1) &% (AaEa) 569,990 104,500
Cash and cash equivalents BeBREEEY (10,806) (5,438)
Net debt (EUEEE 559,184 99,062
Equity (note (ii) v (K752 (i)) (584,226) (134,330)
Net debt to equity ratio B F R AR AL & N/A i F N/A 7~ F
Notes: e -
(i) Debt comprises borrowings, promissory notes and convertible bonds. () BHEEEEE ALEBRAKKRES-
(i) Equity includes all capital and reserves attributable to the owners of (i) BREBEARRES ANEEIBERARERE-

the Company.
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For the year ended 30 June 2017 #Z —F—+FNA=+HIFE

33. FINANCIAL INSTRUMENTS 3.2 T A
Details of the significant accounting policies and methods FRSESREERSRBECETESS
adopted, including the criteria for recognition, the basis of BUR RFTERMA T % (B IERERIGHE aJrE%
measurement and the basis on which income and expenses ERERW T 2 BEE) 2 FBERBERWE
are recognised, in respect of each class of financial assets 3o

and financial liabilities are disclosed in note 3.

Categories of financial instruments SRMIAER
2017 2016
—E—tF —EF—RF
HK$000 HK$'000
FET FET
Financial assets TREE
Fair value through profit or loss ?§Q$TE§+)\T§%\ 53 43
Loans and receivables B R e R
(including cash and (’E%fﬁi&
cash equivalents) BeEEY) 32,104 27,376
Financial liabilities cRAE
Fair value through profit or loss BAFEEABR 569,990 -
Amortised cost 3 AN 34,421 149,544
Financial risk management objectives and policies HERBREEBERBE
The Group's activities expose it to a variety of financial AEERLEEDHEEBYBAR B8
risks, including credit risk, liquidity risk, equity price risk, ERRER - RBESRER KRERR - SN
foreign currency risk and cash flow interest rates risk. The EREBeRENERER AEE 28
Group’s overall risk management programme seeks to ﬂﬁ%‘?fi.ﬁrﬁﬂ RS G N SE T b
minimise potential adverse effects on the Group's financial Rz BMPERESE  BEINAT -

performance and are set out below.
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

33. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives and policies
(Cont’d)

(a)

(b)

Interest rate risk

The Group’s interest rate risk arises from interest-
bearing borrowings. Other borrowings disclosed
in note 24 carry at fixed interest rates expose the
Group to fair value interest rate risk. The Group did
not enter into interest rate swap to hedge against its
exposures to changes in fair values of the borrowings.

The Group consider that there is no significant cash
flow interest rate risk as the Group and the Company
do not have variable-rate borrowings.

The Group's exposure to interest rates on financial
liabilities is detailed in the liquidity risk management
section of this note.

Liquidity risk

In preparing the consolidated financial statements,
the directors of the Company have given careful
consideration to the future liquidity and going
concern of the Group in light of the Group had
consolidated net current liabilities and net liabilities of
approximately HK$73,349,000 and HK$584,226,000
as at 30 June 2017. Nevertheless, the directors of the
Company implemented secured measured to improve
the liquidity position of the Company as detailed in
note 3(b) to the financial statements. The directors of
the Company are satisfied that the Group has so far
meet all the financial obligations as and when they
fall due and will consider to raise fund by ways of
issuing debt and equity instruments of the Group or
to obtain adequate committed lines of funding from
financial institutions to meet its liquidity requirements
in future.
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For the year ended 30 June 2017 #HZE—ZF

—tFENA=FHIFFE

33. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives and policies
(Cont’d)

(b) Liquidity risk (Cont’d)

(c)

The following table details the remaining contractual
maturities at the end of the reporting period of
the Group’s non-derivative financial liabilities,

33.8® T A (&)

BEEBEERBEREE (&£)

(b)) REBELEE (&)

TRAVNWAEERNTESRBENR
SR WA QR HREESR
ﬂiﬁﬂjfﬁiﬁﬁmbi( E?ﬁ}%ﬁﬁ U%'J};

which are based on contractual undiscounted cash STEZFEME - SEFE N X - 8
flows (including interest payments computed using BIBHRERARER CFETE) R
contractual rates or, if floating, based on rates current AEFEHERNRzEFHHARR -
at the end of the reporting period) and the earliest
date the Group can be required to pay.
2017 2016
“3-tf i
Total More than  More than Total More than ~ More than
contractual Within 1 year but 2 years but contractual Within -~ 1yearbut 2 years but
Carrying undiscounted ~ 1yearor  lessthan less than Carrying - undiscounted 1 year or less than less than
amount cash flows  on demand 2 years 5 years amount  cash flowson demand 2 years 5 years
#ah -Fh &ah
AER 3F #E-F  #BFF BiBmE
REE RENE RERME EIRRE EHNEF EEE DSk
Trade payables, accrued expenses and E%
other payables 34,421 34,421 34,421 - - 45,044 45,044 45,044 - -
Borrowings - - - - - 54,500 54,500 44500 10,000 -
Promissory notes - - - - - 50,000 50,000 50,000 - -
Convertible bonds ThRESR 569,990 719990 193640 526,350 - - - - - -
604,411 754,411 228,061 526,350 - 149,544 149,544 139,544 10,000 -
Equity price risk (c) RERE
The Group is exposed to equity price changes arising —EAHFRZE-REFAA=T
from equity investments classified as financial assets EI ZIKE@ A D ERERTE

at fair value through profit or loss (see note 18) as at
30 June 2017 and 2016 respectively.

Sensitivity analysis

At 30 June 2017,
been 5% higher/lower with all other variables held

if equity prices at that date had

loss after taxation would increase/decrease
by approximately HK$3,000 (2016: profit after
taxation would decrease/increase by HK$2,000) as a

constant,

result of the changes in fair value of financial assets
at fair value through profit or loss.
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FPAERZEREE (RME18) 2k
ARERZREZES 2 AR -

RZE—tFAAA=ZF+H WERER
% 8 L7t TB&5%0m BT B 8 8
HR/TE AREAFEFAERZ
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For the year ended 30 June 2017 EZ=—F—+FNNA=1HIFE

33. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives and policies
(Cont’d)

(d) Credit risk

(e)

(7)

The Group has policies in place to ensure that services
are provided to customers with an appropriate credit
history. Bank deposits are limited to high credit rating
financial institutions. The Group has policies that
limit the amount of credit exposure to any financial
institution.

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from account
receivables are set out in note 19.

As at 30 June 2017, the Group had certain
concentration of credit risk as 93% (2016: 79%) of
the total account receivables of the Group were due
from 5 customers (2016: 5 customers). In addition,
the Group had a concentration of credit risk by
geographical area since its total trade debtors consists
of customers entirely in the PRC as at 30 June 2017
(2016: 100%) at the end of reporting period.

Foreign currency risk

The Group does not have a significant foreign
currency risk exposure arising from its sales and
purchases transactions as these transactions are
mainly carried out in the entities’ own functional
currencies. Accordingly, no sensitivity analysis has
been prepared.

Fair value of financial instruments

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

e The fair values of financial assets and financial
liabilities with standard terms and conditions and
traded in active markets are determined with
reference to quoted market bid and ask prices
respectively.
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

33.8® T A (&)

BHEEBEERBEREEK (£)

33. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives and policies
(Cont’d)

(f) BT RLFHE(E)

(f) Fair value of financial instruments (Cont’d)

The fair values of derivative instruments are
calculated using quoted prices. Where such
prices are not available, a discounted cash flow
analysis is performed using the applicable yield
curve for the duration of the instruments for
non-optional derivatives, and option pricing
models for optional derivatives.

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

(g) Fair value measurements recognised in the

consolidated statement of financial position

The following table provides an analysis of financial

instruments that are measured subsequent to initial

recognition at fair value, grouped into Levels 1 to

3 based on the degree to which the fair value is

observable:

Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

Level 2 fair value measurements are those
derived from 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 fair value measurements are those
derived from valuation techniques that include
inputs for the asset or liability that are not based
on observable market data (unobservable inputs).
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For the year ended 30 June 2017 #tZ —F—+FNA=+HI FE

33. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives and policies
(Cont’d)

(g9) Fair value measurements recognised in the
consolidated statement of financial position
(Cont’d)

The level in the fair value hierarchy within which the
fair value measurement is categorised in its entirety
is determined on the basis of the lowest level input
that is significant to the fair value measurement in its

33.

SHITHE(£&)

BEEBEERREREE (£)

(9) REEHMBNRIXRERZ L FlEE
(&

NFEFEEAFEREFZEHD
HMEBERAEAFLEFEREMEE
EAZEREBEERGASEETE -

entirety.
As at 30 June 2017
R-E—-+t&XA=+H
Level 1 Level 2 Level 3 Total
£-B FZE Ry @t
HK$'000 HK$'000 HK$'000 HKS$'000
FET FAET FAET FET
Financial assets THEE
Financial assets at fair value BATEFTAERELZ
through profit or loss cREE 53 - - 53
Financial liabilities TREE
Convertible bonds RKESR - - 569,900 569,900
As at 30 June 2016
RZE—R"EXNA=ZTH
Level 1 Level 2 Level 3 Total
£ FE EZE st
HK$000 HK$'000 HK$'000 HK$'000
FHET FET FET FHET
Financial assets THEE
Financial assets at fair BATEFABEZ
value through profit or loss PREE 43 - - 43
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For the year ended 30 June 2017 #Z —F—+FNA=+HIFE

33. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives and policies
(Cont’d)

(g9) Fair value measurements recognised in the

33.8® T A (&)

BREBEERBEREE (&)

(9) REEHMBNRIXRERZ L FEE

consolidated statement of financial position (&)
(Cont’d)
Fair value
as at Significant
30June  Fairvalue  Valuation technique unobservable Relationship of Unobservable
Financial liabilities 2017 hierarchy and key inputs inputs Range Inputs to fair value
RZ2-t#
ARZtTHEZ TETTRE
SREE AVE AVEER (EIERIEEAHE PN ¢ #E FTTRERABBATENYE
Convertible bonds HK$569,990  Level 3 Discounted cash flow for the debt Expected 32.16% to The higher the expected volatility the
(2016: Nil) component and binomial option volatility 32.23% higher the fair value
pricing model to estimate the fair
value of the option component
HRRER 569,990 < £=FE REBHOMEARARERER BHRE 32.16%% EHRENSATELR
(ZE-REF8) EBREDR 2 HEHATEME A 3223%

“EAHREEER

There is no transfer between different levels of the
fair value hierarchy for the year ended 30 June 2017.

There were no transfers between instruments in Level

1, Level 2 and Level 3 during the years ended 30 June
2017 and 2016.
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Discount rate 21.64% to The higher the discount rate the lower

BRX

24.27% the fair value
21.64%% BREERATEME
24.27%
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

33. FINANCIAL INSTRUMENTS (Cont’d) 33.84@ T A2 (&)

Financial risk management objectives and policies
(Cont’d)

(g9) Fair value measurements recognised in the

BREBEEEEREE (&)

(9) REEHMBNRIXRERZ L FlEE

consolidated statement of financial position (#&)
(Cont’d)
Movement of financial liabilities measured at fair BATEFELDEAF=EZ2E&R
value categorised in Level 3 BEZE
convertible bonds
AR EF
2017 2016
—E—+F —T—RF
HK$000 HK$000
FET FEr
At the beginning of the year REH - -
Issuance during the year RERNETT 680,331 -
Converted during the year RE AR (443,839) -
Interest paid 2 A A (672) -
Total loss recognised in REREREEERE
profit or loss 334,170 -
At the end of the year RER 569,990 -
Total Loss recognised in the HNERMBAECBERH
profit or loss relating to ZRERER BEERE
liabilities held at
the end of the year 242,315 -
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34. COMMITMENTS

(@) Operating leases commitment

The Group leases certain offices and premises under
non-cancellable operating lease agreements. The
lease terms are between 1 to 2 years, the lease
agreements are renewable at the end of the lease
period. The Group signed the non-cancellable
operating lease agreements in respect of bus-body
and bus stands advertisement with an initial period of
8 and 5 years

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

Notes to the Consolidated Financial Statements
e B RS R R MY R

For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

34, iKIE

(a)

REHERH

AEERBETAIRELEHEREE
EETHAZRME-HHENF122
FHEMZAIRERRER AKE
HELESFRETHESERT NG
BRSE MSFZ TAI B EHE W

R
s
aEk °

R-ZZE—tLFRNA=1TH AEER
BAAREKEHEHE -2 BN RRER
BHEEFRREBWT:

2017 2016

—B—tF —E-RF

HK$’000 HK$000

FET FET

Within 1 year —F RN 20,880 520
After 1 year but within 5 years —F & ERFR 9,594 464
30,474 984

During the year ended 30 June 2017, the Group
entered into operating lease arrangements in respect
of offices and premises rental expenses amounting to
HK$515,000 (2016: HK$572,000) and bus-body and
bus stands advertisement rental expenses amounting
to HK$20,378,000 (2016: HK21,525,000).

The Group has future minimum lease payable in
respect of offices and premises rental expenses
amounting to HK$502,000 (within 1 year) and
HK$600,000 (after 1 year but within 5 years) and in
respect of bus-body and bus stands advertisements
rental expenses amounting to HK$20,378,000 (within
1 year) and HK$8,994,000 (after 1 year but within 5
years).
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&1+ B 1% & 1K 78 & 518 A502,000/%
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

35. LITIGATION

(a)

On 31 August 2010, a writ of summons was issued
by Mr. Lim Yi Shenn as the plaintiff (“Plaintiff”)
against Ms. Wong Yuen Yee, an ex-director of the
Company, Mr. Wong Yao Wing, Robert, an ex-director
of the Company and the Company (collectively
"Defendants”).
each of the Defendants for damages for various

The Plaintiff claimed against

misrepresentations allegedly made by the Defendants
in relation to certain investment agreement and
placing agreement of April and June 2008. The
Plaintiff has filed a statement of claim setting out
the particulars of his claims against the Defendants
and claiming damages for misrepresentation in the
amount of approximately HK$15,838,000 and/or,
alternatively, the return of a sum of HK$10,000,000
by the Defendants based upon an alleged admission
of liability made by the Defendants. The Defendants
denied the Plaintiff's claims and vigorously contested
such claims.

The Plaintiff's claims came before the Honourable
Deputy High Court Judge Wilson Chan for trial on
3 to 7, 10 to 13, 18 and 19 November 2014 and
Judgment was handed down by the Honourable
Deputy High Court Judge Wilson Chan on 29 January
2015 ("the Judgment”).
Honourable Deputy High Court Judge Wilson Chan

By the Judgment, the

dismissed all the Plaintiff's claims with costs to the
Defendants.
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For the year ended 30 June 2017 #HZE—ZF

—tFENA=FHIFFE

35. LITIGATION (Cont’d)

(a)

(Cont’d)

The Plaintiff served a Notice of Appeal against the
Judgment on 4 March 2015, and his appeal was
heard on 12 July 2016 with Judgment reserved. On
7th September 2016 the Court of Appeal handed
down its Judgment dismissing the Plaintiff's Appeal
with costs.

The prescribed time for the Plaintiff to seek leave to
appeal to the Court of Final Appeal has expired and
the Plaintiff made no application for leave to appeal
to the Court of Final Appeal. The Defendants have
recovered all their costs incurred at the Court of First
Instance level and the Court of Appeal level from the
Plaintiff.

The Directors consider that the matters have been
concluded as the Plaintiff's claims have been finally
dismissed by the Court of Appeal and the Defendants
have recovered all costs incurred in the above action
and Appeal. On 25 January 2017 the Plaintiff lately
brought his claim for costs of certain interlocutory
applications in the above action in the aggregate
sum of HK$737,117.95 and commenced taxation
proceedings. The Defendants considered that the
claim for costs was grossly inflated and would seek
the taxing master’s determination on the quantum
of costs as claimed. The taxation hearing of the
Plaintiff’s claim for costs will be held on 13 December
2017.
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For the year ended 30 June 2017 EZ_=—F—+FNNA=1THIFE

35. LITIGATION (Cont’d)

(b)

On 14 January 2011, a Writ of Summons was issued
by Smart Step Holdings Limited (“SSHL") as the
plaintiff against the Company, Inno-Gold Mining
Limited (“IGML") and Dragon Emperor International
Limited (“DEIL"). DEIL and IGML were the subsidiaries
of the Company until 9 May 2011 when the
Company disposed of all its interest in them.

In the said case SSHL alleged that Ms. Wong Yuen
Yee and Mr. Wong Yao Wing had acted negligently
and/or had breached their duties during their time as
executives and directors of the Company, DEIL and
IGML.

The substantive hearing of this case was adjourned
sine die pursuant to the court order dated 15 April
2011, and currently there is no hearing listed for this
case. This case remains dormant as at the date of
approval of these consolidated financial statements.

The directors, based on legal advice, consider that the
case does not have any adverse financial impact upon
the Company at all. Therefore, no provision in respect
of such claims was made in the consolidated financial
statements.
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For the year ended 30 June 2017 #HZE—ZF
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35. LITIGATION (Cont’d)

(©)

On 30 January 2015, the Securities and Futures
Commission (“the Petitioner”) presented a Petition
to the High Court pursuant to section 214 of the
Securities and Future Ordinance, Cap. 517 (“the
Petition”) under action no. HCMP 241 of 2015
("HCMP 241/2015") against the Company and 4
ex-directors of the Company, namely, Wong Yuen
Yee, Wong Yao Wing, Robert, Wong Kwok Sing and
It is
the Petitioner’s complaints that the Ex-Directors had

Lam Shiu San (collectively “the Ex-Directors”).
conducted the business or affairs of the Company in a
manner involving misfeasance or misconduct towards
the Company, its members or any part of its members
and/or unfairly prejudicial to its members or any part
of its members.

By the Petition,
that the Company shall bring in its name civil

the Petitioner sought an order

proceedings against the Ex-Directors to seek
recovery of compensation or damages for loss and
damage suffered by the Company as a result of such
misfeasance or misconduct or unfairly prejudicial
conduct and also disqualification of the Ex-Directors
to be director, liquidator, or receiver or manager
of any listed or unlisted company in Hong Kong or
from taking part in the management of any listed or
unlisted company in Hong Kong on such terms and
for such periods as the Court shall think fit and/or
other reliefs.

Pursuant to an Order of the High Court, the Company
commenced civil proceedings against the Ex-Directors
on 10 March 2015 under action no. HCA 489 of
2015 (“HCA 489/2015").
mediation conference on 22 February 2017 but no

The parties attended a

settlement was reached. There has been no progress
in this case since the mediation conference.
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For the year ended 30 June 2017 #HZE—ZF
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35. LITIGATION (Cont’d)

(©)

(Cont’d)

Upon the Company bringing in its name civil
proceedings against the Ex-Directors to seek
recovery of compensation or damages for loss and
damage suffered by the Company as a result of their
misfeasance or misconduct or unfairly prejudicial
conduct in HCA 489/2015, such relief was deleted
by the Petitioner by filing an amended petition on 29
December 2016 in HCMP 241/2015.

There has been no development in HCMP 241/2015
after the Petitioner filed its list of documents on 26th
January 2017.

The Directors, based on legal advice, consider that the
case does not have any adverse financial impact upon
the Company at all. Therefore, no provision in respect
of such claims was made in the consolidated financial
statements.

Save as discussed above, during the year ended 30

June 2017, no member of the Group is engaged in any

litigation or arbitration or claim of material importance

and no litigation or claim of material importance is known

to the Directors to be pending or threatened by or against

any member of the Group.
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For the year ended 30 June 2017 #Z —F—+FNA=+HIFE

36. MATERIAL RELATED PARTY TRANSACTIONS 36. EREAEANERS

Save as disclosed elsewhere in the consolidated financial BRARGEMBRERANEMEEEIIN KNE
statements, the Group had the following material related EEUNTEABEALRS:
party transactions:

(a) During the year, the Group did not have any (@) FR FXEEWEITIEMNEKRBAE
material related party transactions AR5
(b) Compensation of key management personnel (b) FEEBAEZHS
The emoluments of directors and other members of FRNEZREMFEERAB S
key management during the year was as follows: U
2017 2016
—B—tF —E-RF
HK$000 HK$'000
FET FETT
Basic salary, allowance and HEXR% & 2R REMET
other benefits 720 720
Recognised retirement pension  BiER ZEKE 18 18
738 738
37. MAJOR NON-CASH TRANSACTION 37.EXRFBRERS
Save as transactions disclosed in notes 24, 25 and 26 to Bir e SRR 24 - 25 R26TIHER
the consolidated financial statements, the Group had no G BEZZET—+FR-_FT—RFXAH
other major non-cash transactions during the years ended —THIEFE AEEITEEMEAIER
30 June 2017 and 2016. ERP
38. EVENTS AFTER THE REPORTING PERIOD 38. EHEREBE
There are no significant events after the reporting period. WMEREREEREIE
39. DIVIDEND 39. RE
The board of directors do not recommend the payment of EEgTERARNEBEEZE_FT—tF A
any dividend for the year ended 30 June 2017 (2016:Nil). ETREFEZEARE(ZE—XRF:
) o
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For the year ended 30 June 2017 #HZE—ZF

40. STATEMENT OF FINANCIAL POSITION OF THE

= B 15 3R AR Y A

—tFENA=FHIEFE

40. AN B) B B AR 3k

COMPANY
2017 2016
—E—+F —E-RF
HKS$°000 HK$'000
FETT FET
Non-current assets kRBEE
Property, plant and equipment WE BB k&EEB 280 469
Interest in subsidiaries R BRR Z#Eam = =
Investment deposits wERE 15,000 =
15,280 469
Current assets REBEE
Prepayments, deposits and other TERTFRIA ~ & N E R GR IR
receivables 566 15,453
Amounts due from subsidiaries JFE U BT B8 A Rl 38 22 190
Cash and cash equivalents fﬁ%&ﬁ%%%% 581 2,530
1,169 18,173
Current liabilities REBAE
Accrued expenses and other payables &t 2 &ﬁﬁiﬂﬂgﬁm 3,120 17,264
Amount due to subsidiary XN NEIE ] 9,384 9,385
Borrowings BE - 42,000
Promissory notes AH R - 50,000
Convertible bonds Al % E 43,640 -
56,144 118,649
Net current liabilities REBEEFE (54,975) (100,476)
Total assets less current liabilities ZAEEBABHEE (39,695) (100,007)
Non-current liabilities kRBEE
Borrowings EHE - 10,000
Convertible bonds AR E S 526,350 -
Net liabilities BEFH (566,045) (110,007)
Equity s
Share capital i 7% 9,979 79,625
Reserves (Note) i (i) (576,024) (189,632)
Equity attributable to KRBEBAEGER
the owners of the Company (566,045) (110,007)
The Company’s statement of financial position were AR ZHBEHRRAKER T —+FNA
approved and authorised for issue by the board of ‘?‘HEM%%%@T&/E&&%W?‘ A=l
directors on 19 September 2017 and are signed on its NEERERE

behalf by:

Ha Chuen Yeung

BiRE
Director

EF
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Lau King Hang
2%iE
Director

EF
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For the year ended 30 June 2017 EZ_—F—+FNA=1HIFE

40. STATEMENT OF FINANCIAL POSITION OF THE 40. KA BB &R T (£)
COMPANY (Cont’d)

Note: it -
Movement in reserves RESFHR
Share Capital
Share option Contributed redemption  Accumulated
premium reserves surplus reserve losses Total
BRE EARE
R} % E " BARH e R ER @t
HK$ 000 HK$'000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
FET FiET FiEL FiEL FiET FiET
At 1 July 2015 RZZ-RE+A—H 1,049,931 38,714 52,959 43 (1,303,194) (161,547)

Loss and total comprehensive loss ~ FAFER2EFELE
for the year - - - - (28,085) (28,085)

Lapse of share option BREXH - (86) - - 86 -

At 30 June 2016 and 1July 2016 RZFE—A"E~ A=1H
k=2-1"E+tA-A 1,049,931 38,628 52,959 43 (1,331,193) (189,632)

Loss and total comprehensive loss ~ FEBERZEEBELE

for the year - - - - (962,839) (962,839)
Placing of shares ERERH 9,219 - - - 9,219
Capital reorganisation BAER - - 93,639 - - 93,639
Issue of subscription shares ROTRBRR 36,750 - - - - 36,750
Issue of shares upon exercise of IR TRRESRETRG

convertible bonds 436,839 - - - - 436,839
At 30 June 2017 RZZ—+F A=TH 1,532,739 38,628 146,598 43 (2,294,032) (576,024)

= o
41. AUTHORISATION FOR ISSUE OF 41. BT BESUBRE

CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and BEMBREENRZZE—tFNAATNA
authorised for issued by the Board of Directors on 19 MEESHE RIRETIE -

September 2017.
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