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ABBREVIATIONS

IGE::

In this annual report, the following abbreviations have the following meanings unless otherwise specified:
RAFRA  BRXBZEEN THEEEFULTRE

“BCFC” or “Club”
[BCFClsk[ ke |

“Board”
34

“Company”

NN

“Director”
[E%)
“Group”
[ARE&EBE]

“Listing Rules”
[ Em#RA

“SFO”
(78 75 R B B

“Shareholder”
[ % 3R

“Stock Exchange”
B8 22 P |

“UK?
=

“GBP”
[ 8% ]

“HK$” and “HK cents”

[E7T) R I

“US§’
EH

wop?
[%]

Birmingham City Football Club PLC, the principal subsidiary of the Group
Birmingham City Football Club PLC * A% & 7 = Z KB A A

the Board of Directors of the Company
RRRZEERE

Birmingham Sports Holdings Limited
RAHEEITERBR AR

the director of the Company

RRAZE=E

the Company and its subsidiaries
RAFRHEE R A

the Rules Governing the Listing of Securities on the Stock Exchange
B RS Em AR Al

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

BREDFESTEREZ K AEFEA

the shareholder of the Company

ARE 2R

The Stock Exchange of Hong Kong Limited
BEEBMERIABERAT

the United Kingdom of Great Britain and Northern Ireland
R EE R A6 & /R B Bt & B

Pounds Sterling, the lawful currency of the UK
REE - HBEZEFTRE

Hong Kong dollars and Hong Kong cents, the lawful currency of Hong Kong

BIREN - BB ZEEER

United States dollars, the lawful currency of the United States of America

E ENBERBEZEATER

per cent
ADt
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CORPORATE INFORMATION (continueq)
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CHAIRMAN’S STATEMENT

On behalf of the Board, | hereby present to our shareholders the
results of the Group for the year ended 30 June 2017.

PERFORMANCE AND RESULTS

During the year ended 30 June 2017, the Group recorded revenue of
HK$173 million which was about the same as that of last year. The
loss attributable to owners of the Company was HK$177.7 million,
representing an increase of 2 times over last year. The increase
in the Group’s loss was mainly due to the increase in operating
and administrative expenses as well as the impairment loss on
the trademark incurred during the year. The total comprehensive
expense attributable to owners of the Company increased by 88.5%
to HK$184.2 million during the year.

BUSINESS PROSPECT AND LOOKING FORWARD

I’'m pleased to report to our shareholders that, after having halted for
trading since December 2014, trading in the shares of the Company
has been resumed on the Stock Exchange on 17 October 2016.
The receivership order of the High Court of Hong Kong (the “High
Court”) on the Company was also released on the same day. Upon
the resumption, the new controlling Shareholder was introduced
to give the best support to the ongoing business operation of the
Group. Moreover, new board members and management team
were engaged to lead and formulate the future business plans and
strategies of the Group. Leveraging on the extensive experience
of the new management, the Company endeavors to strengthen
the football team with a goal to achieve an advance position in the
league. Although the result of the Club was far from our expectation
during the season 2016/17, the Company will continue to give full
support to the Club. The management is also ambitious to further
develop football related businesses so as to promote and enhance
the business value of its principal business.
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CHAIRMAN’S STATEMENT (continued)

BUSINESS PROSPECT AND LOOKING FORWARD (Continued)

On the other hand, the management is dedicated to explore different
attractive business opportunities for the Group. In parallel to the
continuous promoting of our existing operations, the Group brought
in professional teams to study different investment opportunities.
In June 2017, we announced the proposal acquisition of certain
residential and commercial properties in Phnom Penh, the Kingdom
of Cambodia (“Cambodia”) for investment purpose. This was our
first step in making new strategic investments. Looking forward, the
management will continue to develop its principal football business
and will step up its effort to identify new business opportunities so as
to strengthen and broaden the revenue stream of the Company, to
pave the way for a better result and prospect for the Group and to
enhance the returns to our shareholders as a whole.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to thank
all shareholders, investors, bankers and business partners for their
continuing trust and support to the Group, and to my fellow directors
and staff members for their strenuous efforts and contribution during
the past year.

Zhao Wengqing
Chairman

Hong Kong, 29 September 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

PERFORMANCE AND RESULTS

For the year ended 30 June 2017, the revenue of the Group was
approximately HK$173 million (2016: approximately HK$169.3
million) which was about the same as that of the last year. The loss
attributable to owners of the Company incurred during the year
under review was approximately HK$177.7 million, as compared with
approximately HK$58.6 million for the year ended 30 June 2016.
The basic loss per share was approximately HK4.02 cents (2016:
approximately HK12.10 cents).

BUSINESS REVIEW

The principal activity of the Group is the operation of a professional
football club, BCFC, in the UK. The Club finished a disappointing
2016/17 season. Despite the Club recruited a number of new
players as well as the new club manager during the season targeted
to enhance the overall competitiveness of the team, the expected
synergies did not materialise and the Club finished the season in the
19th position in the English Football League Championship (10th
position in season 2015/16). In preparation for season 2017/18, the
Club further signed more high-standard players to strengthen every
key position of the team. The management is optimistic that the
performance of the Club can be improved on and off the field in the
new season.

The Birmingham City Football Academy has maintained its Category
2 status under the Elite Player Performance Plan and that a number
of academy trained players continued to be involved in the first team
squad.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

BUSINESS REVIEW (Continued)

For the year ended 30 June 2017, the Group incurred a loss
attributable to owners of the Company of approximately HK$177.7
million as compared to a loss of approximately HK$58.6 million for
last year. The increase in loss was mainly due to the increase in
operating costs which largely attributable to the higher spending on
players’ registration and staff costs as a result of the change of the
new club manager and the signing of a number of new players during
the season with an aim to strengthen the competitiveness of the
football club, and the impairment loss incurred after the assessment
on the fair value of the intangible assets of the Group during the year
under review.

The management of the Company has been actively seeking
business opportunities with an aim to enhance the long term growth
potential of the Company and its shareholder value. On 30 June
2017, the Group entered into agreements to acquire the right of
use of a parcel of land at Phnom Penh, Cambodia and to develop
a building for commercial and educational use on the land, and
to acquire certain properties comprise residential apartments and
commercial podium nearby the land (collectively, the “Properties”).
Cambodia is a member of the Association of Southeast Asia Nations
and is one of the most promising developing countries in the region.
The Properties are located at Phnom Penh City Center which is a
newly strategic development area located at the centre of Phnom
Penh conceptualised to be transformed into a modern, sustainable,
commercial and leisure hub with world class facilities for both local
and overseas businesses and investors. Phnom Penh City Center
is expected to be the prime commercial and living area of Phnom
Penh. The Company believes the investment in the Properties
represents a good opportunity for the Group to secure a stable
stream of income and thereby enhancing value to its shareholders. At
the same time, the long term appreciation in value of the Properties
can bring further values to the Company and its shareholders in
future as a whole. The acquisition of the Properties is subject to the
approval of the Shareholders. As at the date of this annual report,
the aforementioned acquisitions have not yet been completed. For
details of the transactions, please refer to the announcement of the
Company dated 30 June 2017.

FINANCIAL REVIEW
Revenue

Revenue streams of the Group comprised (i) match day receipts
which consisted of season and match day tickets, (i) broadcasting
revenue, including distributions from the Football Association Premier
League and English Football League broadcasting agreements,
cup competitions and revenue from the media, and (iiij commercial
income which comprised sponsorship income, corporate hospitality,
merchandising, conferences and events and other sundry income.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

FINANCIAL REVIEW (Continued)

The Club recorded an increase in revenue, in term of Pounds
Sterling, by 19.4% over the corresponding period last year. The
increase in the Club’s revenue, however, was mostly offset by the
devaluation of Pounds Sterling during the year which caused the
revenue of the Group increased by only 2.1% to approximately
HK$173 million in term of Hong Kong dollars.

Operating Expenses

Operating expenses incurred during the year were approximately
HK$320.6 million, representing an increase of 14.7% over that of
the previous year. The increase was mainly due to higher staff costs
incurred by the Club, in particular the wages of players and coaching
team as a result of the introduction of more players to strengthen the
squad.

Other Income

The Group’s other income during the year was approximately
HK$33.1 million which was approximately HK$10.5 million or
46.9% higher than that of the previous year. The increase mainly
represented the compensation received from the Club’s player
transfer and the compensation from Trillion Trophy Asia Limited
(“Trillion Trophy”), the controlling Shareholder, in respect of the
settlement by the Company with its former director. During the
year under review, the undertaking by Trillion Trophy to assume
the obligation of the above settlement took effect and the amount
payable to the former director previously provided for was reversed
and recorded in other income this year.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

FINANCIAL REVIEW (Continued)
Profit on Sales of Players’ Registration

The Group’s profit on sales of players’ registration during the year
was approximately HK$2 million and was 96% lower than that of the
previous year. The decrease was mainly because less players were
sold this year.

Amortisation of Intangible Assets

Amortisation of intangible assets during the year was approximately
HK$29.2 million, representing an increase of 2.3 times over that of
last year. The increase was primarily due to the additional players’
registration incurred during the year as more players were signed.

Administrative and Other Expenses

During the year, the Group incurred administrative and other
expenses of approximately HK$30.2 million which was 8.3% lower
than that of the previous year. The decrease was mainly due to lower
legal and professional expenses which partially offset by the increase
in other corporate running costs this year.

Impairment Loss on Intangible Assets

The management performed an assessment on the carrying value of
the trademark at 30 June 2017 in accordance with the accounting
policy on impairment of assets. The carrying value of the trademark
was determined after taking into consideration the performance of
the Club and the estimated relevant future cash flows so generated
as well as the latest market conditions. Based on the assessment
and as confirmed by an independent professional valuer, the Group
recognised an impairment loss on intangible assets of approximately
HK$26.1 million in respect of the reduction in fair value of the
trademark. In last year, there was a reversal of impairment loss of
approximately HK$27.8 million.

Finance Costs

During the year, the Group incurred finance costs of approximately
HK$9 million, representing an increase of 4.4% over that of last year.
The increase in finance costs was mainly attributable to the higher
notional interest on transfer fee payables as compared with 2016.

Income Tax Credit

The income tax credit primarily represented the release of the tax
provision in respect of the transfer to the Company a debt owed by a
subsidiary of the Group in the UK to an ex-director of the Company
in 2014 and the deferred tax credit on the impairment loss on
intangible assets incurred this year.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

FINANCIAL REVIEW (Continued)
Intangible Assets

The Group had intangible assets amounted to approximately
HK$141.6 million at the year end which was 72.1% higher than
that of the previous year. The increase was primarily due to the
additional players’ registration for the signing of new players
amounting approximately HK$114.7 million which partially offset by
the impairment of the trademark and amortisation expense during the
year.

Inventories

The Group’s inventories at the end of the year increased by 98.6%
to approximately HK$5.3 million. The increase was mainly due
to more merchandise with higher value was kept in stock. All the
inventories were current in nature and no written down of its value
was considered necessary.

Trade Receivables

The Group had net trade receivables at the end of the year amounted
to approximately HK$5.2 million, representing an increase of 61.1%
over that of the previous year. The increase was largely in line with
the increase in commercial income this year.

Transfer Fee Payables

The Group’s transfer fee payables at the end of the year increased by
3.8 times to approximately HK$53.4 million in total as more players
were signed before end of June this year.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

FINANCIAL REVIEW (Continued)
Trade Payables

The Group’s trade payables increased by 1.1 times over that of the
previous year to approximately HK$14.3 million. The increase was
largely attributable to the larger amount of merchandise payables as
at end of this year.

Deferred Income

Being mainly the unrecognised income in relation to match receipt,
the deferred income at the end of the year was approximately HK$27
million, representing an increase of 18.5% over that of last year.
The increase was primarily due to more season tickets for the new
season were sold before year end as compared to last year.

Contingent Liabilities

As at 30 June 2017, the Group had the following contingent
liabilities:

(@) Player transfer costs

Under the terms of certain contracts with other football
clubs in respect of player transfers, additional player transfer
cost would become payable if certain specific conditions
are met. The maximum amount not provided that could be
payable in respect of the transfers up to 30 June 2017 was
approximately HK$98,818,000 (equivalent to approximately
GBP9,731,000).

(b) Litigation: High Court Action No. 1099 of 2013

On 9 May 20183, Mr. Lee Yiu Tung (“Mr. Lee”), a former
executive director, filed a claim with the Labour Tribunal of
Hong Kong against the Company for, among others, unpaid
wages, wages in lieu of notice and expenses allegedly paid
by him on behalf of the Company for a sum of approximately
HK$1,484,000. The Company made a counterclaim against
Mr. Lee on 8 October 2013 in respect of, among others,
wages paid to him in the aggregate sum of HK$240,000 for
the months from July to October 2012 and reimbursement
of out-of-pocket expenses paid by the Company to him
during 2010 to 2012 totaling approximately HK$2,000,000 for
business and projects not related to the Company. On 4 June
2013, the Labour Tribunal of Hong Kong made an order to
transfer the case to the High Court.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

FINANCIAL REVIEW (Continued)
Contingent Liabilities (Continued)
(b) Litigation: High Court Action No. 1099 of 2013 (Continued)

At the case management conference on 27 September
2017, the High Court ordered that (i) Mr. Lee shall take out
application to amend the statement of claim by 18 October
2017, if so advised, and (ii) any interlocutory application by
the parties shall be taken out by 3 January 2018. The next
case management conference is scheduled to be held on 8
March 2018.

Save for the above, the Group did not have other material contingent
liabilities as at 30 June 2017.

Capital Expenditure and Commitments

During the year, the Group incurred capital expenditure of
approximately HK$10.5 million, majority of which were for the
purchase of property, plant and equipment in the UK.

At 30 June 2017, the Group had no significant capital commitment
(2016: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Gearing Ratio

As at 30 June 2017, the Group’s current ratio (as defined by current
assets divided by current liabilities) was 111% (2016: 81% (restated))
and the gearing ratio (as defined by total borrowings divided by
equity plus total borrowings) was 12% (2016: 70% (restated)). The
ratio of total liabilities to total assets of the Group was 44% (2016:
82% (restated)).

Financial Resources

On 26 June 2015 and 31 May 2016, the Company entered into
a loan facility agreement (the “Loan Facility Agreement”) and an
amendment letter to the Loan Facility Agreement, respectively,
with Trillion Trophy to provide a term loan facility of up to
HK$212,813,600 to the Company. The loan facility bears interest at
a rate of 8% per annum, maturing by 25 June 2018 and is secured
by (i) a first fixed legal charge over the property owned by BCFC, the
principal subsidiary of the Company, in favour of Trillion Trophy (the
“Mortgage”); (ii) a first floating charge over all the assets, goodwill,
undertaking and uncalled capital, both present and future granted or
to be granted by BCFC in favour of Trillion Trophy (the “Charge over
Assets”); and (iii) a first fixed charge over all books and other debts,
both present and future granted or to be granted by BCFC, in favour
of Trillion Trophy (the “Charge over Book Debts”, together with the
Mortgage and the Charge over Assets, the “Security”).

On 18 May 2017, the Company and Trillion Trophy entered into
another amendment letter, pursuant to which (i) the parties agreed to
lower the interest rate under the Loan Facility Agreement from 8.0%
per annum to 3.0% per annum with effect from 1 January 2017;
(ii) Trillion Trophy agreed to execute a deed of release pursuant to
which the Mortgage would be released and discharged in full (the
“Release”); (iii) the Charge over Assets and the Charge over Book
Debts shall no longer be required to be given as the Security; and
(iv) Trillion Trophy confirmed that notwithstanding the Release, the
loan facility shall continue to be in force. One the same day, Trillion
Trophy executed a deed of release in relation to the full discharge
and release of the Security.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (Continued)

Financial Resources (Continued)

On 6 June 2016 and 8 June 2016, the Company and Trillion Trophy
entered into a convertible notes subscription agreement and a
supplemental deed, respectively, to subscribe for convertible notes
in the aggregate principal amount of HK$150,000,000 (the “Notes”).
The Notes bear an interest of 2% per annum with a maturity date
falling three years from the date of issue of the Notes, and can
be converted to shares of the Company at a conversion price of
HK$0.08 per share. The Notes were utilised to offset against the
outstanding balance of the loan drawn under the Loan Facility
Agreement. The subscription of the Notes was completed on
11 October 2016. Upon the completion of subscription of the Notes,
as at the date of this annual report, the outstanding amount of the
loan drawn under the Loan Facility Agreement is HK$39,113,600.
On 28 October 2016 and 20 December 2016, HK$100,000,000 and
HK$50,000,000 of the Notes were fully converted into 1,250,000,000
and 625,000,000 shares of the Company, respectively.

On 6 June 2016, the Company proposed an open offer (the “Open
Offer”) of shares of the Company on the basis of one offer share for
every two shares of the Company held by qualifying shareholders
of the Company at the price of HK$0.08 per offer share. The Open
Offer was completed on 11 October 2016 under which a total of
242,027,168 offer shares had been issued and the gross proceeds
from the Open Offer, before deducting the underwriting commission
and other expenses, amounted to approximately HK$19,362,000.

On 6 June 2016, the Company entered into a share subscription
agreement with Trillion Trophy to subscribe for 3,125,000,000
shares of the Company at the price of HK$0.08 per share (the
“Share Subscription”). The Share Subscription was completed on
11 October 2016 and the gross proceeds from the Share
Subscription before deducting relevant expenses amounted to
HK$250,000,000.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (Continued)

Financial Resources (Continued)

The aggregate gross proceeds from the Open Offer and the Share
Subscription totaling approximately HK$269,362,000. During the
year, approximately HK$166,024,000 out of the gross proceeds
were used as follows: (i) approximately HK$136,165,000 were used
to satisfy the working capital requirement of BCFC; (ii) approximately
HK$5,427,000 were used to settle the expenses for the resumption
purposes; and (iii) approximately HK$24,432,000 were used to
finance the expenses incurred by the operations in Hong Kong and
the People’s Republic of China (the “PRC”).

For details of the Notes, the Open Offer and the Share Subscription,
please refer to the circular of the Company dated 5 August 2016 (the
“Circular”) and the prospectus of the Company dated 15 September
2016 (the “Prospectus”).

On 21 December 2016, the Company entered into a facility
agreement (“Revolving Facility Agreement”) with Trillion Trophy in
respect of the provision of a revolving loan facility up to HK$250
million for the period commencing 21 December 2016 and ending on
the earlier of 31 December 2018 and the date on which the facility is
cancelled or terminated pursuant to the Revolving Facility Agreement
(or other date as agreed between the Company and Trillion Trophy)
(“Revolving Facility”). As at the date of this annual report, a total of
HK$22 million has been drawn from the Revolving Facility. For details
of the Revolving Facility, please refer to the announcement of the
Company dated 21 December 2016.

As at 30 June 2017, the Group’s bank balances and cash was
approximately HK$131.2 million (2016: approximately HK$27
million). The Group’s funds were denominated mainly in Hong Kong
dollars, Renminbi and Pounds Sterling, and were deposited in banks
primarily in Hong Kong, the PRC and the UK.

The Group had outstanding borrowings as at 30 June 2017 of
approximately HK$39.3 million (2016: approximately HK$150.8
million (restated)). These mainly comprised of non-bank borrowings
originated in Hong Kong which included approximately HK$39.1
million drawn from Trillion Trophy.

With the amount of liquid assets on hand as well as loan facilities
from the controlling Shareholder, the management is of the view
that the Group has sufficient financial resources to meet its ongoing
operational requirements.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (Continued)

Capital Reorganisation

Reference is made to the Circular in relation to, among others,
the capital reorganisation of the Company. Immediately upon the
completion of such capital reorganisation on 7 September 2016, the
authorised share capital of the Company was HK$500 million divided
into 50,000,000,000 shares of HK$0.01 each and the issued and
paid up capital of the Company was approximately HK$4.8 million
divided into 484,054,336 shares of HK$0.01 each.

Foreign Exchange Exposure

The Group’s exposure to foreign currency risk mainly relates to the
Group’s operation in the UK and most of which transactions, assets
and liabilities are denominated in Pounds Sterling. The Group does
not use derivative financial instruments to hedge its foreign currency
risks. The management of the Company will continue to monitor
its foreign exchange exposure and take appropriate measures if
needed.

Pledge of Assets

During the year under review and up to 18 May 2017, the loan facility
from Trillion Trophy was secured by (i) a first fixed legal charge
over the property owned by BCFC; (i) a first floating charge over all
assets, goodwill, undertaking an uncalled capital, both present and
future granted or to be granted by BCFC in favour of Trillion Trophy;
and (jii) a first fixed charge over all books and other debts, both
present and further granted or to be granted by BCFC in favour of
Trillion Trophy. On 18 May 2017, the Company and Trillion Trophy
agreed, among others, that the above security shall no longer be
required for the loan facility and, on the same day, Trillion Trophy
executed a deed of release in relation to the full discharge and
release of the above security.

Certain bank credit facilities made available to BCFC were secured
by a fixed charge over a specific bank deposit account of BCFC
held with the bank. As at 30 June 2017, the balance on this bank
deposit account was GBP800,000 (equivalent to approximately
HK$8,124,000) (2016: GBP800,000 which was equivalent to
approximately HK$8,312,000).

Save for the above, the Group had not charged other assets to
secure its borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

HUMAN RESOURCES AND REMUNERATION POLICY

As at 30 June 2017, the Group employed approximately 230 full
time employees and approximately 520 temporary staff members
in Hong Kong, the PRC and the UK (2016: approximately 194 full
time employees and approximately 493 temporary staff members).
The Group recognises the importance of high calibre and competent
staff and continues to provide remuneration packages to employees
mainly based on industry practices and individual performance.

PRINCIPAL RISK AND UNCERTAINTIES

The Group is principally engaged in the operation of a football club
in the UK. The management has identified the following factors that
could affect the result of the Group’s business. In addition to those
shown below, there may be other risks which are not known to the
Group or which may not be material now but could turn out to be
material in the future.

Business Risk

The Group is exposed to the change in global economic conditions
as well as the industries and geographical markets in which it
operates. As a result, the Group’s financial condition and results
of operations may be influenced by the fluctuation of the global
economy or a specific market or economy. Any significant adverse
change in the economy in the global or regional or a specific
economy could materially affect the Group’s financial condition or
results of operations.

The UK’s Withdrawal from the European Union

In a national referendum carried out in June 2016, a majority of
the voters in the UK elected to withdraw from the European Union.
As the detailed terms of the withdrawal are subject to negotiation
and have not yet been confirmed, the result of the referendum has
created significant uncertainties to the future economic conditions
in the UK. Any development may have material effect to the global
economic conditions and the stability of global financial markets.
The long-term impact of the UK’s withdrawal cannot be accurately
assessed. As such, no assurance can be given that any upcoming
development of the UK’s withdrawal would not adversely affect the
Group’s operations.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

PRINCIPAL RISK AND UNCERTAINTIES (Continued)
Financial Risk

The Group is exposed to financial risks relating to interest rate,
foreign currency, credit and liquidity risk in its ordinary course of
business. Moreover, the Group is also exposed to potential impact
of currency fluctuations on translation of its principal operating units’
results which are denominated in currencies different to the Group’s
reporting currency. For further details of such risks, please refer to
note 6 to the consolidated financial statements.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

As far as the Board and management are aware, the Group
has complied in all 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 non-compliance with the applicable laws and regulations
by the Group.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group understands the importance of maintaining a good
relationship with its employees, customers and suppliers to meet its
immediate and long-term business goals. Saved for the litigation with
a former director as disclosed in the contingent liabilities section of
this annual report, during the year ended 30 June 2017, there were
no other significant dispute between the Group and its employees,
customers and suppliers.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to the long-term sustainability of the
environment and communities in which it operates. In order to reduce
the degree of environmental damage when developing the Group’s
business, the Group strictly complies with the local laws, rules and
guidance in relation to environmental protection.

RESUMPTION OF TRADING OF SHARES OF THE COMPANY

References are made to the Circular and the Prospectus and
the announcements of the Company dated 7 October 2016,
11 October 2016 and 14 October 2016 in relation to, among others,
the proposed restructuring, fulfillment of resumption conditions
and resumption of trading of shares of the Company on the Stock
Exchange.
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

RESUMPTION OF TRADING OF SHARES OF THE COMPANY
(Continued)

Upon the fulfillment of all the conditions set out in the resumption
proposal as approved by the Stock Exchange, trading of shares of
the Company have been resumed on 17 October 2016. Moreover,
the receivership order of the High Court dated 16 February 2015 was
discharged and the receivers appointed under the receivership order
were released on 17 October 2016.

CHANGE OF COMPANY NAME

Pursuant to a special resolution passed at the extraordinary general
meeting of the Company held on 5 April 2017, the English name
of the Company has been changed from “Birmingham International
Holdings Limited” to “Birmingham Sports Holdings Limited” and the
Chinese name “/ARAEEE B A% B R A R)” as the dual foreign name of
the Company has been adopted and registered in place of its former
Chinese name “AFAEIRIKIERABR AT, both with effect from
6 April 2017.

The stock short names of the Company for trading in the shares on
the Stock Exchange has been changed from “BIRMINGHAM INTL” to
“BIRMINGHAM SPTS” in English and from “/ABREIREL” to “IHAAEH AL
A7 in Chinese, and the website of the Company has been changed

to www.bshl.com.hk with effect from 24 May 2017.

EVENT AFTER REPORTING PERIOD

Reference is made to the announcement of the Company dated
30 June 2017. Orchard Gold Limited (“Orchard Gold”), a wholly-owned
subsidiary of the Company, entered into an equity sale and purchase
agreement on 30 June 2017 (the “Equity SPA”), pursuant to which
Orchard Gold has conditionally agreed to purchase and Ever Depot
Limited (“Ever Depot”), a wholly-owned subsidiary of Graticity
Real Estate Development Co., Ltd. (“GRED”), has conditionally
agreed to sell the entire issued share capital of Celestial Fame
Investments Limited (the “Target Company”) at the consideration of
approximately US$9.7 million (the “Equity Consideration”) (equivalent
to approximately HK$75.5 million) (the “Equity Acquisition”).
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MANAGEMENT DISCUSSION AND ANALYSIS

(Continued)

EVENT AFTER REPORTING PERIOD (Continued)

As at the date of the Equity SPA, a wholly-owned subsidiary of the
Target Company (“Celestial Fame”) and GRED entered into a long
term lease agreement, pursuant to which GRED has agreed to lease
a parcel of land with a net area of approximately 1,200 square meter
(“sg.m.”) at Phnom Penh, Cambodia (the “Land”) to Celestial Fame at
the total rent of US$3.0 million (equivalent to approximately HK$23.3
million). Moreover, upon completion of the transaction contemplated
under the Equity SPA, Celestial Fame shall enter into the construction
contract with GRED (the “Construction Contract”) regarding
the design and construction of a building for commercial and
educational use on the land under the supervision of GRED at a total
consideration of approximately US$4.4 million (the “Construction
Consideration”) (equivalent to approximately HK$34.2 million).

On 30 June 2017, Deep Blue Trade (Cambodia) Co., Ltd. (“Deep
Blue”), a wholly-owned subsidiary of the Company, and GRED
entered into a properties sale and purchase agreement (the
“Properties SPA”), pursuant to which Deep Blue has conditionally
agreed to purchase and GRED has conditionally agreed to sell
the properties which comprise (i) portion of a 2-storey commercial
podium with saleable area of approximately 4,456 sg.m. and (i) 48
residential apartments at One Park, a property development project
developed and owned by GRED at Phnom Penh with total saleable
area of approximately 4,680.64 sqg.m. at the aggregate consideration
of approximately US$26.2 million (the “Properties Consideration”)
(equivalent to approximately HK$203.8 million).

The Equity Consideration, the Construction Consideration and the
Properties Consideration in the aggregate amount of approximately
US$40.3 million (equivalent to approximately HK$313.5 million) shall
be satisfied by the issue of in aggregate 2,086,551,000 new shares
of the Company at an issue price of HK$0.15 per share.

The Equity SPA, the Construction Contract and the Properties SPA
and the transactions contemplated thereunder are subject to the
approval of the Shareholders. As at the date of this annual report, the
transactions contemplated thereunder have not yet been completed.
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BIOGRAPHICAL DETAILS OF DIRECTORS

The biographical details of Directors as at 29 September 2017, the
date of this annual report, are set out below:

Mr. Zhao Wenqing

Executive Director and Chairman

Mr. Zhao, aged 50, joined the Company as an Executive Director
on 15 October 2016 and is the Chairman of the Board. He is
also a director of various subsidiaries of the Company. Mr. Zhao
holds a Bachelor of Engineering degree from Beijing University of
Iron and Steel Technology (now known as University of Science
and Technology Beijing) and a Master of Engineering degree from
University of Science and Technology Beijing in the PRC. Mr. Zhao
had worked as the head of risk management department and the
chief accountant in Beijing Centergate Technologies (Holding) Co.,
Ltd. tRPENEEERIER) RN BR AT, a company listed on
the Shenzhen Stock Exchange with stock code 931.

Mr. Huang Dongfeng

Executive Director and Chief Executive Officer

Mr. Huang, aged 58, joined the Company as an Executive Director
and the Chief Executive Officer on 27 January 2017. Mr. Huang
graduated with a major in management engineering from the Central
South University of Technology (F@ T AXZ) (now known as
Central South University) in the PRC and is a senior economist. Prior
to joining the Company, Mr. Huang was the company secretary
(deputy general manager) of Jiangxi Copper Company Limited
(Hong Kong stock code: 358), the shares of which is listed on
the Main Board of the Stock Exchange, and was the director and
general manager of its group companies. Mr. Huang has extensive
experience in corporate management, corporate finance, merger and
acquisition as well as strategies formulation, and has been awarded
the Gold Medal Board Secretary Award (&2 #,) by New Fortune
Magazine (¥781 S #55).

Ms. Chan Yuk Yee

Executive Director and Company Secretary

Ms. Chan, aged 49, joined the Company as an Executive Director
and the Company Secretary on 15 October 2016 and is also a
director of various subsidiaries of the Company. Ms. Chan holds
a Master of Business Law degree from Monash University in
Australia and is an associate of both The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries
and Administrators. She has extensive experience in corporate
administration and company secretarial practice.
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BIOGRAPHICAL DETAILS OF DIRECTORS

(Continued)

Ms. Chan Yuk Yee (Continued)

Ms. Chan is an executive director and the company secretary of
EPI (Holdings) Limited (“EPI”) (Hong Kong stock code: 689), and an
executive director of Courage Investment Group Limited (formerly
known as Courage Marine Group Limited) (“Courage Investment”)
(Hong Kong stock code: 1145 and Singapore stock code: CIN).
Ms. Chan is also the company secretary of Hailiang International
Holdings Limited (Hong Kong stock code: 2336) and China Strategic
Holdings Limited (“China Strategic”) (Hong Kong stock code:
235). All of the aforementioned companies with Hong Kong stock
code are listed on the Main Board of the Stock Exchange, and
Courage Investment is primarily listed on the Main Board of the
Stock Exchange and secondarily listed on the Singapore Exchange
Securities Trading Limited.

Mr. Yiu Chun Kong

Executive Director

Mr. Yiu, aged 32, joined the Company as an Executive Director on
15 October 2016 and is also a director of various subsidiaries of
the Company. Mr. Yiu holds a Bachelor of Business Administration
in Accountancy degree from The Hong Kong Polytechnic University
and is a Certified Public Accountant of the Hong Kong Institute
of Certified Public Accountants. He has experience in auditing,
accounting and finance. Mr. Yiu is an executive director of EPI, the
shares of which are listed on the Main Board of the Stock Exchange.

Mr. Hsiao Charng Geng

Executive Director

Mr. Hsiao, aged 54, joined the Company as an Executive Director on
14 June 2017. Mr. Hsiao graduated from the Tamkang University in
Taiwan with a Bachelor of Business degree in Banking and Finance.
Prior to joining the Company, Mr. Hsiao held senior management
positions in several international commercial banks. Mr. Hsiao
has extensive experience in strategies formulation, corporate
management, risk control and internal control in multinational
corporations, and in financial institutions in particular.
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BIOGRAPHICAL DETAILS OF DIRECTORS

(Continued)

Mr. Sue Ka Lok

Non-executive Director

Mr. Sue, aged 52, joined the Company as an Executive Director
on 15 October 2016 and was re-designated to a Non-executive
Director of the Company with effect from 1 May 2017. Mr. Sue
holds a Bachelor of Economics degree from The University of
Sydney in Australia and a Master of Science in Finance degree
from the City University of Hong Kong. Mr. Sue is a Fellow of the
Hong Kong Institute of Certified Public Accountants, a Certified
Practising Accountant of the CPA Australia and a fellow of The Hong
Kong Institute of Chartered Secretaries, The Institute of Chartered
Secretaries and Administrators and the Hong Kong Securities and
Investment Institute. He has extensive experience in corporate
management, finance, accounting and company secretarial practice.
Mr. Sue is a director of certain subsidiaries of the Company and a
director of Trillion Trophy, the controlling Shareholder.

Mr. Sue is an executive director and the chairman of Courage
Investment, and an executive director and the chief executive
officer of EPI. He is also an executive director of China Strategic,
PYI Corporation Limited (Hong Kong stock code: 498) and PT
International Development Corporation Limited (“PT International”)
(Hong Kong stock code: 372) and a non-executive director of Tianli
Holdings Group Limited (“Tianli Holdings”) (Hong Kong stock code:
117). All of the aforementioned companies with Hong Kong stock
code are listed on the Main Board of the Stock Exchange, and
Courage Investment is primarily listed on the Main Board of the
Stock Exchange and secondarily listed on the Singapore Exchange
Securities Trading Limited.
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BIOGRAPHICAL DETAILS OF DIRECTORS

(Continued)

Mr. To Yan Ming, Edmond

Independent Non-executive Director

Mr. To, aged 45, joined the Company as an Independent
Non-executive Director on 15 October 2016 and is the Chairman of
the Audit Committee and a member of the Remuneration Committee
and the Nomination Committee. Mr. To holds a Bachelor of
Commerce Accounting degree from Curtin University of Technology
in Western Australia. He is a Certified Public Accountant (Practising)
in Hong Kong, a certified practising accountant of the CPA Australia
and a Certified Public Accountant of the Hong Kong Institute of
Certified Public Accountants. He had worked for Deloitte Touche
Tohmatsu, an international accounting firm, and has extensive
experience in auditing, accounting, initial public offerings and taxation
matters. Mr. To is also a director of Edmond To CPA Limited, R.C.W.
(HK) CPA Limited and Asian Alliance (HK) CPA Limited (formerly
known as Zhonglei (HK) CPA Company Limited).

Mr. To is an independent non-executive director of EPI, Courage
Investment, Tianli Holdings, Wai Chun Group Holdings Limited (Hong
Kong stock code: 1013), Wai Chun Mining Industry Group Company
Limited (Hong Kong stock code: 660), SH Group (Holdings) Limited
(Hong Kong stock code: 1637), China Vanguard You Champion
Holdings Limited (formerly known as China Vanguard Group Limited)
(Hong Kong stock code: 8156) and Asia Grocery Distribution Limited
(Hong Kong stock code: 8413). All of the aforementioned companies
with Hong Kong stock code are listed on the Main Board/Growth
Enterprise Market of the Stock Exchange, and Courage Investment
is primarily listed on the Main Board of the Stock Exchange and
secondarily listed on the Singapore Exchange Securities Trading
Limited.

Mr. Pun Chi Ping

Independent Non-executive Director

Mr. Pun, aged 50, joined the Company as an Independent
Non-executive Director on 15 October 2016, and is the Chairman of
the Remuneration Committee and a member of the Audit Committee
and the Nomination Committee. Mr. Pun holds a Master of Science
in Finance degree from the City University of Hong Kong and a
Bachelor of Arts in Accountancy degree from the City Polytechnic
of Hong Kong (now known as the City University of Hong Kong).
Mr. Pun is a Fellow of the Association of Chartered Certified
Accountants and a Certified Public Accountant of the Hong Kong
Institute of Certified Public Accountants.

Mr. Pun is an independent non-executive director of EPI and Huajun
Holdings Limited (Hong Kong stock code: 377), and is the financial
controller of Poly Property Group Co., Limited (Hong Kong stock
code: 119). All of the aforementioned companies are listed on the
Main Board of the Stock Exchange.
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BIOGRAPHICAL DETAILS OF DIRECTORS

(Continued)

Ms. Leung Pik Har, Christine

Independent Non-executive Director

Ms. Leung, aged 48, joined the Company as an Independent
Non-executive Director on 15 October 2016, the Chairlady of the
Nomination Committee and a member of the Audit Committee
and the Remuneration Committee. Ms. Leung holds a Bachelor of
Business Administration degree from The Chinese University of Hong
Kong. Ms. Leung has extensive experience in banking and financial
services industries and had worked at several international financial
institutions including Citibank, N.A. Hong Kong, Bank of America,
Industrial and Commercial Bank of China (Asia) Limited and Fubon
Bank (Hong Kong) Limited.

Ms. Leung is an independent non-executive director of Enviro Energy
International Holdings Limited (“Enviro Energy”) (Hong Kong stock
code: 1102) and EPI. All of the above companies are listed on the
Main Board of the Stock Exchange.
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REPORT OF THE DIRECTORS

The Directors are pleased to submit their report together with the
audited consolidated financial statements of the Group for the year
ended 30 June 2017.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company is engaged in investment holding. The principal activity
of its major subsidiary is the operation of a professional football club
in the UK.

Further discussion and analysis of the Group’s activities as required
by Schedule 5 to the Hong Kong Companies Ordinance, including
a discussion of the principal risks and uncertainties facing the
Group, particulars of important events affecting the Group that have
occurred since the end of the financial year and an indication of
likely future developments in the Group’s business, can be found
in the “Management Discussion and Analysis” sections set out on
pages 6 to 20 of this annual report. This discussion forms part of this
directors’ report.

RESULTS AND DIVIDEND

The results of the Group for the year ended 30 June 2017 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 51.

The Board does not recommend the payment of a final dividend for
the year ended 30 June 2017 (2016: nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 17 to the consolidated
financial statements.

SHARE CAPITAL

Details of the movements in the Company’s share capital during the
year are set out in note 31 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of changes
in equity on page 54 and note 31 to the consolidated financial
statements respectively.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 30 June 2017 are set
out in note 31 to the consolidated financial statements.
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REPORT OF THE DIRECTORS (continued)

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for
the last five financial years is set out on page 124.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the Group’s sales to the five largest customers
accounted for less than 30% of total revenue.

During the year, the Group’s purchases from the five largest
suppliers accounted for approximately 66% of total purchases and
purchases from the largest supplier accounted for approximately
41%.

None of the Directors or any of their associates or any Shareholders
(which, to the best knowledge of the Directors, own more than 5%
of the Company’s issued shares) had any beneficial interest in the
Group’s five largest customers or suppliers during the year.

PRE-EMPTIVE RIGHTS

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

DIRECTORS

The directors of the Company during the financial year and up to the
date of this report were:

Executive Directors

Mr. Zhao Wenqing (Chairman)
(appointed on 15 October 2016)

Mr. Huang Dongfeng (Chief Executive Officer)
(appointed on 27 January 2017)

Ms. Chan Yuk Yee (appointed on 15 October 2016)

Mr. Yiu Chun Kong (appointed on 15 October 2016)

Mr. Hsiao Charng Geng (appointed on 14 June 2017)

Mr. Zhu Kai (appointed on 15 October 2016 and
resigned on 14 June 2017)

Mr. Liu Yiu Keung Stephen (resigned on 15 October 2016)

Mr. Yen Ching Wai David (resigned on 15 October 2016)

Ms. Koo Chi Sum (resigned on 15 October 2016)
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REPORT OF THE DIRECTORS (continued)

Non-executive Director

Mr. Sue Ka Lok (appointed on 15 October 2016 as an
Executive Director and re-designated on 1 May 2017)

Independent Non-executive Directors

Mr. To Yan Ming, Edmond (appointed on 15 October 2016)

Mr. Pun Chi Ping (appointed on 15 October 2016)

Ms. Leung Pik Har, Christine (appointed on 15 October 2016)
Mr. Cheung Yuk Ming (resigned on 15 October 2016)

Mr. Law Pui Cheung (resigned on 15 October 2016)

Mr. Lai Hin Wing Henry Stephen (resigned on 15 October 2016)

In accordance with Article 86(3) of the Company’s Articles of
Association, Mr. Huang Dongfeng and Mr. Hsiao Charng Geng will
hold office until the forthcoming annual general meeting (the “AGM”)
of the Company and, being eligible, offer themselves for re-election
at the AGM.

In accordance with Articles 87(1) and 87(2) of the Company’s Articles
of Association, Mr. Zhao Wengqing, Mr. Yiu Chun Kong and Mr. Sue
Ka Lok will retire at the AGM by rotation and, being eligible, offer
themselves for re-election in the AGM.

BIOGRAPHIES OF DIRECTORS

The biographies of the Directors are set out on pages 21 to 25 of this
annual report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

As at 30 June 2017, to the best knowledge of the Directors, no
transactions, arrangements or contracts of significance to which
the Company or any of its subsidiaries was a party and in which a
Director and the Director’s connected entity 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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REPORT OF THE DIRECTORS (continued)

UPDATES ON DIRECTORS’ INFORMATION

The following is the updated information of directors of the Company
required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules:

1. Mr. Sue Ka Lok has been re-designated as a Non-executive
Director on 1 May 2017 and the director’s fee of Mr. Sue is
HK$20,000 per month under his letter of appointment of the
Company with effect from 1 May 2017. The director’s fee
was recommended by the Remuneration Committee of the
Company and approved by the Board.

2. Mr. Sue Ka Lok has been appointed as an executive director
of PT International on 8 March 2017 and an executive director
of PYI Corporation Limited on 25 April 2017. Mr. Sue resigned
as the company secretary of China Strategic on 2 May 2017.

3. Ms. Chan Yuk Yee has been appointed as the company
secretary of China Strategic on 2 May 2017. Ms. Chan
resigned as the company secretary of Enviro Energy on 15
September 2017. Ms. Chan was appointed as the company
secretary of PT International on 8 March 2017 and resigned
on 30 September 2017.

4. Mr. Yiu Chun Kong has become a Certified Public Accountant
of the Hong Kong Institute of Certified Public Accountants.

5. Mr. To Yan Ming, Edmond has been appointed as an
independent non-executive director of SH Group (Holdings)
Limited on 6 December 2016 and an independent
non-executive director of Asia Grocery Distribution Limited on
27 March 2017.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, subject to the
statutes, every Director shall be indemnified out of the assets of the
Company against all losses and liabilities which he/she may sustain
or incur in or about the execution of his/her office or otherwise in
relation thereto. The Company has arranged appropriate directors
and officers liability insurance coverage for the Directors and other
officers of the Company during the year.
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REPORT OF THE DIRECTORS (continued)

DIRECTORS’ REMUNERATION

Details of the directors’ remuneration are set out in note 13 to the
consolidated financial statements.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, none of the Directors or chief executive of the
Company had an interest or short positions in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) that was
required to be recorded pursuant to section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) set out in Appendix 10 to the Listing
Rules.

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO

As at 30 June 2017, so far as is known to the Directors, the following
person or corporation (other than a Director or chief executives of the
Company) had, or were deemed to have an interest or short position
in the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to section 336
of the SFO:
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of the
Number of Company’s
shares issued share
Capacity and interested capital
nature of (note (i) EARAFE
Name of shareholder interest BEREZZEH Total Note BITRAZ
R AR SO RERME A (MaE()) mt M= BAEIL
Trillion Trophy Beneficial owner 3,825,000,000 3,825,000,000 (i) 60.78%
ERBEAA
Wealthy Associates Interest of controlled 3,825,000,000 3,825,000,000 (ii) 60.78%
International Limited corporation
(“Wealthy Associates”) XA EERS
Mr. Suen Cho Hung, Paul Interest of controlled 3,825,000,000 3,825,000,000 (ii) 60.78%
(“Mr. Suen”) corporation
RS EE ([FREED Rt EE RS
Mr. Yeung Ka Sing, Carson Beneficial owner 409,390,243 409,390,243 6.51%
(“Mr. Yeung") BEREAA
BERBEE (HEE]D
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REPORT OF THE DIRECTORS (continued)

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO (Continued)

Notes:

(i) All the above interests in the shares of the Company were long
position.

(i) Trillion Trophy is a wholly-owned subsidiary of Wealthy Associates
which in turn is wholly-owned by Mr. Suen. Accordingly, Wealthy
Associates and Mr. Suen are deemed to be interested in the
3,825,000,000 shares held through Trillion Trophy under the SFO.

Save as disclosed above, the Company had not been notified of any
other relevant interests or short position in the Company’s shares or
underlying shares as at 30 June 2017 as required pursuant to section
336 of the SFO.

SHARE OPTION SCHEME

The existing share option scheme of the Company (the “Share Option
Scheme”) was adopted by the Company at the annual general
meeting held on 30 December 2016 and the previous share option
scheme of the Company adopted on 30 July 2007 was terminated on
the same date. Unless otherwise cancelled or amended, the Share
Option Scheme will be valid and effective for a period of ten years
commencing on the date of adoption. The purpose of the Share
Option Scheme is to enable the Company to provide participants
with the opportunity to acquire proprietary interests in the Company
and to encourage participants to work towards enhancing the value
of the Company and its shares for the benefit of the Company
and the Shareholders as a whole. Participants of the Share Option
Scheme comprise of Directors, employees of the Group; and
any advisors, consultants, business partners, agents, customers,
suppliers, service providers, contractors of any member of the
Group or any company or other entity in which the Group or any
member of it has a shareholding interest, who, in the sole discretion
of the Board, has contributed or may contribute to the Group or any
member of it. The offer of a grant of share options may be accepted
until the 30th days inclusive of, and from, the date of grant, provided
that no such offer shall be open for acceptance after the expiry of
the period of ten years commencing on the adoption date of the
Share Option Scheme or after the Share Option Scheme has been
terminated. The amount payable by each grantee of options to the
Company on acceptance of the offer for the grant of options is
HK$1.00.
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REPORT OF THE DIRECTORS (continued)

SHARE OPTION SCHEME (Continued)

The subscription price for the shares on the exercise of options
under the Share Option Scheme shall be a price as determined by
the Board in its absolute discretion at the time of the grant of the
relevant option (and shall be stated in the letter containing the offer
of the grant of the option) but in any case the subscription price
shall not be less than the higher of (i) the closing price of the shares
of the Company as stated in the Stock Exchange’s daily quotations
sheet on the date of grant, which must be a business day; (i) the
average closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotations sheets for the 5 business days
immediately preceding the date of grant; and (i) the nominal value of
the shares of the Company (if any) on the date of grant. The exercise
period of the share options granted is determinable by the Board but
in any event, not longer than ten years from the date of grant.

The maximum number of shares issued and to be issued upon
exercise of the options granted to each participant under the
Share Option Scheme and any other share option scheme(s) of the
Company in any 12-month period up to the proposed date of grant
(including exercised and outstanding options) shall not exceed 1%
of the total number of the shares of the Company in issue as at the
proposed date of grant. Any further grant of options to a participant
in excess of the 1% limit shall be subject to the Shareholders’
approval with such participant and his/her close associates (or
associates if the participant is a connected person) abstaining from
voting.

The limit on the total number of shares of the Company which
may be issued upon exercise of all options granted and yet to be
exercised under the Share Option Scheme and any other share
option scheme(s) of the Company (excluding lapsed and cancelled
options) must not exceed 30% of the total number of the shares of
the Company in issue from time to time. In addition, the total number
of the shares of the Company which may be issued upon exercise of
all options to be granted under the Share Option Scheme, together
with all options to be granted under any other share option scheme(s)
of the Company (excluding lapsed options), must not represent more
than 10% of the total number of the shares of the Company in issue
as at the date of adoption of the Share Option Scheme (the “Scheme
Mandate Limit”) or as at the date of the approval of the refreshed
Scheme Mandate Limit as the case maybe.

No share options has been granted under the Share Option Scheme
since its adoption and up to the date of this report. In the annual
general meeting held on 30 December 2016, the Shareholders
approved the Scheme Mandate Limit. The total number of Shares
available for issue under the Share Option Scheme is 629,315,467
shares, representing 10% of the issued shares of the Company as
at the date of approving the Scheme Mandate Limit and the issued
shares of the Company as at the date of this report.
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REPORT OF THE DIRECTORS (continued)

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme of the Company, no equity-linked
agreements were entered into by the Group, or existed during the
year.

MANAGEMENT CONTRACTS

During the year, the Company had not entered into any contract in
respect of the management or administration of any business of the
Company.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the year ended 30 June 2017, to the best knowledge of
the Directors, neither the Company nor any of its subsidiaries had
purchased, redeemed or sold any of the Company’s listed securities.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

During the year and up to the date of this report, none of the
Directors, or any of their respective associates (as defined in
the Listing Rules) had any material interest in any business that
competes or may compete with the business of the Group.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
OF THE COMPANY AND ASSOCIATED CORPORATION

Save as disclosed under the heading “Share Option Scheme” above,
to the best knowledge of the Directors, at no time during the year
was the Company, its holding company or any of its subsidiaries,
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures of
the Company or any other body corporate. None of the Directors or
their spouses or their children under the age of 18 had any right to
subscribe for the shares of the Company, or had exercised any such
rights during the year.

CORPORATE GOVERNANCE

The Company’s corporate governance practices are set out in the
Corporate Governance Report on pages 35 to 46 of this annual
report.

CONNECTED TRANSACTIONS

The related party disclosures as disclosed in note 36 to the
consolidated financial statements fall under the scope of “connected
transactions” or “continuing connected transactions” under Chapter
14A of the Listing Rules but are exempted from reporting, annual
review, announcement or independent shareholders’ approval
requirements.
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REPORT OF THE DIRECTORS (continued)

REMUNERATION POLICY

The Group remunerates its employees based on their competence,
performance, experience and prevailing market terms. Other
employee benefits included provident fund scheme, medical
insurance, share option scheme as well as discretionary bonus.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
confirmed that it has maintained a sufficient public float in the market
as at the date of this report.

AUDIT COMMITTEE

The audited consolidated financial statements of the Company
for the year ended 30 June 2017 have been reviewed and
recommended to the Board by the Audit Committee before they are
duly approved by the Board.

AUDITOR

The consolidated financial statements for the year ended 30
June 2017 have been audited by ZHONGHUI ANDA CPA Limited
(“ZHONGHUI ANDA").

A resolution will be proposed at the AGM to re-appoint ZHONGHUI
ANDA as auditor of the Company.

On behalf of the Board

Zhao Wengqing
Chairman
Hong Kong, 29 September 2017
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CORPORATE GOVERNANCE REPORT

The Board believes that good corporate governance is crucial
to improve the efficiency and performance of the Group and to
safeguard the interests of the Shareholders. The Company aims to
achieve good standard of corporate governance.

CORPORATE GOVERNANCE

The Board is pleased to report compliance with the applicable code
provisions of the Corporate Governance Code as set out in Appendix
14 to the Listing Rules (the “CG Code”) for the year ended 30 June
2017 except for the following deviation:

Code provision A.2.1 of the CG Code stipulates that the roles of
chairman and chief executive should be separate and should not be
performed by the same individual.

There had been a deviation from code provision A.2.1 since Mr. Zhao
Wenging, an Executive Director, served both roles of the Chairman
of the Board and the chief executive officer (the “CEQ”) of the
Company during the period from 15 October 2016 to 26 January
2017. However, the aforesaid deviation was rectified and code
provision A.2.1 has been complied with following the appointment of
Mr. Huang Dongfeng, an Executive Director, as the CEO with effect
from 27 January 2017.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as the code of conduct
for securities transactions by Directors. Having made specific enquiry
with the existing Directors, all of them confirmed that they have
complied with the required standards set out in the Model Code
during the year ended 30 June 2017.

BOARD OF DIRECTORS

The Board formulates overall strategy of the Group, monitors its
financial performance and maintains effective oversight over the
management. The Board members are fully committed to their roles
and have acted in good faith to maximise the shareholder value in
the long run, and have aligned the Group’s goal and directions with
the prevailing economic and market conditions. Daily operations and
administration are delegated to the management.

The Board met regularly throughout the year to discuss the overall
strategy as well as the operation and financial performance of the
Group. The Directors are kept informed on timely basis of major
changes that may affect the Group’s business, including relevant
rules and regulations. The Directors can, upon reasonable request,
seek independent professional advice in appropriate circumstances,
at the Company’s expenses.
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CORPORATE GOVERNANCE REPORT

(Continued)

BOARD OF DIRECTORS (Continued)

As at the date of this report, the Board comprises a total of nine
members including five Executive Directors, namely Mr. Zhao
Wenging, Mr. Huang Dongfeng, Ms. Chan Yuk Yee (“Ms. Chan”),
Mr. Yiu Chun Kong (“Mr. Yiu”) and Mr. Hsiao Charng Geng, one
Non-executive Director, Mr. Sue Ka Lok (“Mr. Sue”), and three
Independent Non-executive Directors, namely Mr. To Yan Ming,
Edmond (“Mr. To”), Mr. Pun Chi Ping (“Mr. Pun”) and Ms. Leung Pik
Har, Christine (“Ms. Leung”). Members of the Board have different
professional and relevant industry experiences and background
and have a balance of skills and experience appropriate for the
requirements of the business of the Company.

As required under Rule 3.10A of the Listing Rules, an issuer must
appoint independent non-executive directors representing at least
one-third of the board. Rule 3.10A has been complied with.

The Company has received written annual confirmation from
each of the existing Independent Non-executive Directors of their
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all existing Independent Non-executive Directors
are independent in accordance with the independence guidelines set
out in Listing Rules. Biographies of the Directors are set out under
the section headed “Biographical Details of Directors” on pages 21 to
25 of this annual report.

As disclosed in that section, Mr. Sue is an executive director of China
Strategic of which Ms. Chan is the company secretary. Mr. Sue is
an executive director and the chief executive officer of EPI of which
Ms. Chan is an executive director and the company secretary,
Mr. Yiu is an executive director and Mr. To, Mr. Pun and Ms. Leung
are independent non-executive directors. Mr. Sue is an executive
director and the chairman of Courage Investment of which Ms. Chan
is an executive director and Mr. To is an independent non-executive
director. Mr. Sue is a non-executive director of Tianli Holdings of
which Mr. To is an independent non-executive director. Mr. Sue is
an executive director of PT International of which Ms. Chan was
the company secretary during the period from 8 March 2017 to
30 September 2017. Ms. Leung is an independent non-executive
director of Enviro Energy of which Ms. Chan was the company
secretary during the year and up to 15 September 2017. Save for
the aforesaid, there is no other financial, business, family or other
material/relevant relationship between members of the Board and
senior management.

The Company will provide a comprehensive, formal and tailored
induction to each newly appointed Director on his/her first
appointment in order to enable him/her to have appropriate
understanding of the business and operations of the Company and
that he/she is fully aware of his/her responsibilities and obligations
under the Listing Rules and relevant regulatory requirements.
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CORPORATE GOVERNANCE REPORT

(Continued)

BOARD OF DIRECTORS (Continued)

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Directors are continually updated on developments in the statutory
and regulatory regime and the business environment to facilitate the
discharge of their responsibilities. The Company has provided timely
technical updates, including the briefing on the amendments on the
Listing Rules and the news release published by the Stock Exchange
to the Directors. Continuing briefing and professional development
for Directors are arranged where necessary.
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The Board holds meetings on a regular basis and meets on other ZTEZFHNR DohER BEELES
occasions when a board-level decision on a particular matter is &@REEBRITEE %%Aﬁﬁfﬁ&@?ﬁ‘zﬁ
required. The Board also monitors and controls financial performance £ B EBFER L B2 2 BB XRE -

in pursuit of the Group’s strategic objectives.

The Board held four regular board meetings during the year ended
30 June 2017.

The attendance of each Director in the regular board meetings and
the annual general meeting during the year ended 30 June 2017 are
set out below:
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Annual
Board General
Meeting Meeting
Name of director EEnE EEgEE RREFKE
Executive Directors: HITES:
Mr. Zhao Wenaqing (Chairman) HXUFRE (£/E) 3/3 1/1
(appointed on 15 October 2016) (R2016F 10815 #Z (F)
Mr. Huang Dongfeng ERELA 2/2 -/~
(Chief Executive Officer) (7T ABE)
(appointed on 27 January 2017) (R20174F1 527 H#EZ(F)
Ms. Chan Yuk Yee REBELL 3/3 1/1
(appointed on 15 October 2016) (R20169F 10 15HEZ(T)
Mr. Yiu Chun Kong kBB A 3/3 1/1
(appointed on 15 October 2016) (R2016F10H15HEZ(F)
Mr. Hsiao Charng Geng BERELE -/- -/-
(appointed on 14 June 2017) (R2017F6H14H#EZ(F)
Mr. Zhu Kai (appointed on 15 October 2016 K44 (RR20169F 10415 H & 3/3 1/1
and resigned on 14 June 2017) ZHR2017F6714H B (F)
Mr. Liu Yiu Keung Stephen BB E 1/1 -/-
(resigned on 15 October 2016) (R2016F10H 16 H EF1F)
Mr. Yen Ching Wai David BIEREE 1/1 -/-
(resigned on 15 October 2016) (R20164F 104 15 A FF )
Ms. Koo Chi Sum BE LT+ 0/1 -/-

(resigned on 15 October 2016)

(R20164E10.5 15 B 1)
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(Continued)

TEERBRE &)

BOARD OF DIRECTORS (Continued) EEg(#)
Annual
Board General
Meeting Meeting
Name of director EEgE EEgEeE RREFKE
Non-executive Director: FHITES
Mr. Sue Ka Lok (appointed on 15 October — &K 2454 (R2016F10A15H 3/3 1/1
2016 as an Executive Director and EBZERHTESE IR
re-designated as a Non-executive Director — 20174551 H # (FIE# 7T &
on 1 May 2017) %)
Independent Non-executive Directors: BYFHITESE :
Mr. To Yan Ming, Edmond it BS54 3/3 11
(appointed on 15 October 2016) (R2016F10H15H1EZ(F)
Mr. Pun Chi Ping EAF A 3/3 1/1
(appointed on 15 October 2016) (R2016F10515H #EZ (T)
Ms. Leung Pik Har, Christine REE T+ 3/3 i7al
(appointed on 15 October 2016) (R2016F 109 15HEZ(T)
Mr. Cheung Yuk Ming oR &% B %5 & 1/1 -/-
(resigned on 15 October 2016) (R2016F10515H B 1T)
Mr. Law Pui Cheung =i 11 -/-
(resigned on 15 October 2016) (R2016F10515H 8 1T)
Mr. Lai Hin Wing Henry Stephen BRI E 1/1 -/-
(resigned on 15 October 2016) (R2016%F 1045 15 H &)
CHAIRMAN AND CHIEF EXECUTIVE OFFICER FERTHRAR

The Company adopts a dual leadership structure in which the role of
the Chairman and the CEO are assumed by different persons. The
Chairman is responsible for overseeing all Board functions, while the
Executive Directors and senior management are under the leadership
of the CEO to oversee the day-to-day operations of the Group and
implement the strategies and policies approved by the Board.

Currently Mr. Zhao Wenqing is the Chairman of the Board and
Mr. Huang Dongfeng is the CEO.

TERM OF APPOINTMENT OF NON-EXECUTIVE DIRECTORS

Each of the Non-executive Directors is appointed for a term of
12-month period which automatically renews for successive
12-month periods unless terminated by either party in writing prior
to the expiry of the term. All the Non-executive Directors are also
subject to retirement by rotation and re-election at least once every
three years at the annual general meetings of the Company in
accordance with the Articles of Association of the Company.
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CORPORATE GOVERNANCE REPORT

(Continued)

AUDIT COMMITTEE

As at the date of this report, the Audit Committee comprises three
Independent Non-executive Directors, namely Mr. To Yan Ming,
Edmond, Mr. Pun Chi Ping and Ms. Leung Pik Har, Christine. The
Audit Committee is chaired by Mr. To Yan Ming, Edmond. The
Audit Committee has specific written terms of reference that is in
compliance with the CG Code.

The Audit Committee is mainly responsible for reviewing financial
statements of the Company, discussing the risk management
and internal control of the Group and meeting with the auditor of
the Company. Any findings and recommendations of the Audit
Committee will be submitted to the Board for consideration.

The Audit Committee is authorised by the Board to investigate any
activity within its terms of reference. It is authorised to seek any
information it requires from any employee. It is also authorised to
obtain outside legal or other independent professional advice and
to secure the attendance of outsiders with relevant experience and
expertise if it considers necessary. The full terms of reference are
available on the Company’s website and the Stock Exchange’s
website.

The Audit Committee held three meetings during the year ended
30 June 2017.

The attendance of each member is set out as follows:
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TmREE -

EREZHFEBEREINAT

Meetings attended/
Number of meetings

Name of member REHH EHESER XY™

Mr. To Yan Ming, Edmond i BS A& 1/1
(appointed on 15 October 2016) (R2016%F 10515 HEZ(F)

Mr. Pun Chi Ping ek A 1/1
(appointed on 15 October 2016) (R20169F 10 15HEZ(T)

Ms. Leung Pik Har, Christine REET L 11
(appointed on 15 October 2016) (R2016F10H15HEZ(F)

Mr. Cheung Yuk Ming REEBA 4 A4 2/2
(resigned on 15 October 2016) (R20169F 103 15H GF1F)

Mr. Law Pui Cheung wma kAL 2/2
(resigned on 15 October 2016) (R2016FE10515H B (L)

Mr. Lai Hin Wing Henry Stephen FREASE A 2/2
(resigned on 15 October 2016) (R2016F 104 15H EF1E)
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(Continued)

AUDIT COMMITTEE (Continued)

The following is a summary of work performed by the Audit
Committee during the year:

1. reviewed and discussed with the management and the auditor
of the Company the accounting policies and practices which
may affect the Group and the scope of the audit;

2. reviewed reports from the auditor of the Company regarding
their audit on the Company’s consolidated financial
statements for the year ended 30 June 2016;

3. reviewed and discussed the audited consolidated financial
statements of the Company for the year ended 30 June 2016
and recommended to the Board for approval;

4, reviewed and discussed the unaudited condensed
consolidated financial statements of the Company for the six
months ended 31 December 2016 and recommended to the
Board for approval;

5. reviewed the effectiveness of the risk management internal
control system of the Group; and

6. reviewed and approved the remuneration and the terms of
engagement of the Company’s auditor; and reviewed and
made recommendations to the Board on the re-appointment
of the Company’s auditor.

REMUNERATION COMMITTEE

As at the date of this report, the Remuneration Committee comprises
three Independent Non-executive Directors, namely Mr. Pun Chi
Ping, Mr. To Yan Ming, Edmond and Ms. Leung Pik Har, Christine.
The Remuneration Committee is chaired by Mr. Pun Chi Ping. The
Remuneration Committee has specific written terms of reference that
is in compliance with the CG Code.

The primary objectives of the Remuneration Committee include
making recommendations on and approving the remuneration policy
and structure and remuneration packages of the executive directors
and the senior management. The Remuneration Committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no director
or any of his/her associates will participate in deciding his/her own
remuneration, which remuneration will be determined by reference to
the performance of the individual and the Company as well as market
practice and conditions. The full terms of reference are available on
the Company’s website and the Stock Exchange’s website.
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(Continued)

REMUNERATION COMMITTEE (Continued)

The Remuneration Committee held four meetings during the year
ended 30 June 2017 to review and make recommendation to the
Board on the remuneration packages for the Directors.

The attendance of each member is set out as follows:

FMESE (&)
FNEZEeREZE2017F6A30RLFE S
ROTWAEH  UBHESZHUNESE - I
mMEEFREES -

BERBZHFEBREINET

Meetings attended/
Number of meetings

Name of member REHA EHESER 3 RH

Mr. Pun Chi Ping ERF A 4/4
(appointed on 15 October 2016) (R2016F 1015 H#EZT)

Mr. To Yan Ming, Edmond MBS %A 4/4
(appointed on 15 October 2016) (R2016%F 10515 HEZ (T)

Ms. Leung Pik Har, Christine RIEEL L 4/4
(appointed on 15 October 2016) (R2016%F 10515 HEZ(T)

Mr. Law Pui Cheung #EME Ak /-
(resigned on 15 October 2016) (R20169F 104 15H GF ()

Mr. Cheung Yuk Ming SR EERR S A -/-
(resigned on 15 October 2016) (R2016F10515H B 1T)

Mr. Lai Hin Wing Henry Stephen FRRERSR A -/-

(resigned on 15 October 2016)

NOMINATION COMMITTEE

As at the date of this report, the Nomination Committee comprises
three Independent Non-executive Directors, namely Ms. Leung Pik
Har, Christine, Mr. To Yan Ming, Edmond and Mr. Pun Chi Ping. The
Nomination Committee is chaired by Ms. Leung Pik Har, Christine.
The Nomination Committee has specific written terms of reference
that is in compliance with the CG Code.

The Nomination Committee is mainly responsible for identifying
potential directors and making recommendations to the Board on
the appointment or re-appointment of directors of the Company.
Potential new directors are selected by reference to their
qualifications, skills and experience that could add value to the
management through their contributions in the relevant strategic
business areas. The full terms of reference are available on the
Company’s website and the Stock Exchange’s website.

The Nomination Committee held five meetings during the year ended
30 June 2017 to review the structure, size and composition of the
Board and to review and make recommendation to the Board on the
appointment of the Directors.

% ¥} ANNUAL REPORT 2017

(R20164E105 15 B 1)

REZES

RABERR RERZBGZKEBRE=4
BUFNTEFRIEERE HBBELR
BAFARE REBRLIRRAHZESGE
& REZEGERIMNTALERERTAIR
EZBESEBERE -

RAZESTIZRAEVEEEESERHMAR
REEZZAXBRZEREFTSRLE
& BEMESNERHEEDTREREERE
REERERBEBL ARARBERRE 2B/
RERERELETHE BESEZ2XA
RAR B R R R BuER -

REAEEENEE2017F6A30R LFEEY
BITRAREGH  UBRTESTSLEE  AZR
M REHETTESYTRESSRHER
)

41



42

CORPORATE GOVERNANCE REPORT

(Continued)

NOMINATION COMMITTEE (Continued)

The attendance of each member is set out as follows:

REZEE®(E)
ERBZHRFERAINWT

Meetings attended/
Number of meetings

Name of member REHH CHESSR 28X H

Ms. Leung Pik Har, Christine REELT 4/4
(appointed on 15 October 2016) (R2016%F 105 15 HEZ (T)

Mr. To Yan Ming, Edmond MBS LA 4/4
(appointed on 15 October 2016) (R2016F10515H #EZ(T)

Mr. Pun Chi Ping ERF S E 4/4
(appointed on 15 October 2016) (R2016%F 107156 HEZ F)

Mr. Lai Hin Wing Henry Stephen PR EAE 1/1
(resigned on 15 October 2016) (R2016F10515H B (L)

Mr. Law Pui Cheung & E Ak 1/1
(resigned on 15 October 2016) (R2016F10515H (L)

Mr. Cheung Yuk Ming o &% B %t A& 11
(resigned on 15 October 2016) (R20169F 104 15H GF ()

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policy for the corporate
governance of the Company and performing the corporate

governance duties as below:

RERBEE

TTIREERBEEW N

EXECREERARAZEEE AR NE

to develop and review the Group’s policies and practices on
corporate governance and make recommendations;

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

to review and monitor the Group’s policies and practices on
compliance with all legal and regulatory requirements;

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

to review the Group’s compliance with the CG Code and
disclosure requirements in the corporate governance report.
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CORPORATE GOVERNANCE REPORT

(Continued)

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board has overall responsibilities for maintaining sound and
effective risk management and internal control and reviewing their
effectiveness to safeguard the Shareholders’ interests and the
Group’s assets. The risk management and internal control systems
are designed to manage rather than eliminate the risk of failure to
achieve business objectives and can provide reasonable but not
absolute assurance against material misstatement or loss. The review
covers financial, operational and compliance controls of the Group.

The Group does not have an internal audit function in view of the
size of the Group and consideration for cost effectiveness. During
the year under review, the Company engaged an independent
consultant to conduct review on the risk management and
internal control systems to identify and evaluate significant risks
of the Group’s business operations. The Board believes that the
involvement of an independent consultant could enhance the
objectivity and transparency of the evaluation process. During its
review, the consultant has performed an assessment of selected
financial procedures, systems and internal controls in order to
identify significant findings in the relevant internal controls of the
Group. Certain aspects of their review include corporate governance
and listing rules compliance. The consultant has also conducted
interviews with the Group’s management, staff members and key
process operators, and inspected relevant documentations in order
to understand the Group’s processes and controls. The consultant
has performed tests to determine whether the controls have been
properly implemented and operated, and finally identified certain
findings based on their results of tests and developed relevant
recommendations and suggestions for improvement.

For the risk management perspective, the consultant has also
performed an assessment on the Group’s financial, operation,
compliance and strategic aspects and identified certain risk areas.
A written risk assessment report with the identified key risks and
risk evaluation results have been presented to the Board. The Board
will implement appropriate measures to continue to minimise the
identified risks and control them within acceptable levels. In order to
manage risks effectively, the management will continue to monitor
the identified risks and the respective control measures, and arrange
adequate resources for the effective control measures undertaken.

In order to assess the importance and materiality of the identified
risks, the management ranked the risks based on the level of
likelihood and impact from a scale of 1 to 5 (5 being the highest
level), the highest the level of likelihood and risk impact, the more
important and material the risks are, which the management will put
more effort and resources in managing those risks.
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(Continued)

RISK MANAGEMENT AND INTERNAL CONTROLS (Continued)

For the year ended 30 June 2017, the Board has conducted an
annual review of the effectiveness of the risk management and
internal control systems of the Group by, including but not limited
to, considering the internal control and risk assessment report
prepared by the consultant to the Company covering the above
aspects. The Board has also considered the adequacy of resources,
staff qualifications and experience, and training programmes of the
Group’s accounting and financial reporting function during the year
under review. The Board is not aware of any significant internal
control and risk management weaknesses nor significant breach of
limits or risk management policies, and considers the existing internal
control and risk management systems effective and adequate for
the year ended 30 June 2017. The Company has complied with the
relevant code provisions of the CG Code relating to risk management
and internal control.

HANDLING OF INSIDE INFORMATION

The Company has put in place a policy on handling and
dissemination of inside information which sets out the procedures
and internal controls for handling and dissemination of inside
information in a timely manner in such a way to avoid placing any
person in a privileged dealing position. The inside information policy
also provides guidelines to employees of the Group to ensure
proper safeguards exists to prevent the Company from breaching
the statutory and listing rule disclosure requirements. The Company
has appropriate internal control and reporting systems to identify
and assess potential inside information. Dissemination of inside
information of the Company shall be conducted by publishing the
relevant information on the websites of the Company and the Stock
Exchange, according to the requirements of the Listing Rules.

ACCOUNTABILITY AND AUDIT
Financial Reporting

The Board is responsible for presenting a balanced, clear and
understandable assessment of the Company’s annual and interim
reports, inside information announcements and other financial
disclosures required under the Listing Rules and other regulatory
requirements.

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Company for the year ended
30 June 2017.
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(Continued)

ACCOUNTABILITY AND AUDIT (Continued)
Auditors’ Remuneration

The statement of the external auditor of the Company about their
responsibilities on the Company’s consolidated financial statements
for the year ended 30 June 2017 is set out in the “Independent
Auditor’s Report”on pages 47 to 50 of this annual report.

During the year, the remuneration, paid/payable to the Company’s
external auditors, ZHONGHUI ANDA and Edwards Chartered
Accountants (“Edwards”), the local auditor of BCFC, in respect of
audit services and non-audit services for the year ended 30 June
2017 are set out as follows.

Approximate fees paid/payable to

BMENERER(E)
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it FE 5 HNEE A% BRD P [E %2 3 R Edwards
Chartered Accountants ([ Edwards | -

BCFCZ & iz &kAl) 2 B & &7 a0 T -

B, BN ZBYNER
ZHONGHUI
ANDA Total
Services rendered for the group EAREEEMH 2R R RE Edwards st
Audit services ZHART 585,000 404,000 989,000
Non-audit services IERZBAR TS
— Agreed-upon procedures of — BT HEERRF
interim review 95,000 - 95,000
— Other non-audit services — H b IEREUR TS 723,000 39,000 762,000
1,403,000 443,000 1,846,000
COMPANY SECRETARY DNAWE

Ms. Chan Yuk Yee was appointed as an Executive Director and
the Company Secretary of the Company on 15 October 2016.
The biographical details of Ms. Chan are set out under the section
headed “Biographical Details of Directors” on pages 21 to 25 of this
annual report. Ms. Chan has taken no less than 15 hours of relevant
professional training during the financial year ended 30 June 2017.

SHAREHOLDERS’ RIGHTS

The general meetings of the Company provide an opportunity
for communication between the Shareholders and the Board. An
annual general meeting of the Company shall be held in each year
at the place as may be determined by the Board. Each general
meeting, other than an annual general meeting, shall be called an
extraordinary general meeting (“EGM”).
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SHAREHOLDERS’ RIGHTS (Continued)

Procedures to convene an extraordinary general meeting by
Shareholders

Any one or more Shareholders holding at the date of the date of
deposit of the requisition not less than one-tenth of the paid-up
capital of the Company carrying the right of voting at general
meetings of the Company, shall at all times have the right, by written
requisition to the Board or the Company Secretary of the Company
to require an EGM to be called by the Board for the transaction of
any business specified in such requisition and such meeting shall be
held within 2 months after the deposit of such requisition.

If within 21 days of such deposit the Board fails to proceed to
convene such meeting, the requisitionist(s) may convene a meeting
in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed by the Company to the requisitionist(s).

Procedures to put enquiries to the Board

Shareholders have the right to put enquiries to the Board. All
enquiries shall be in writing and sent by post to the head office and
principal place of business of the Company in Hong Kong or email to
ir@bihl.com.hk for the attention of the Company Secretary.

Procedures to put forward proposals at general meetings

Pursuant to Article 88 of the Company’s Articles of Association,
no person, other than a Director retiring at a meeting, shall,
unless recommended by the Directors for election, be eligible for
appointment as a Director at any general meeting unless there shall
have been lodged at the head office or at the registration office of
the Company a notice in writing signed by a Shareholder (other than
the person to be proposed) duly qualified to attend and vote at the
meeting for which such notice is given of his intention to propose
that person for election as a Director and also a notice in writing
signed by that person of his willingness to be elected as a Director.
The said notices shall have been lodged at the head office or at the
registration office of the Company not less than 7 clear days but
not more than 14 clear days before the date of the general meeting.
The written notice must state that person’s biographical details as
required by Rule 13.51(2) of the Listing Rules and that the person
has passed The Owners’ and Directors’ Test in the UK pursuant to
the Appendix Ill of the Regulation of the English Football League.

INVESTOR RELATIONS

The Company has established a range of communication channels
between itself and its shareholders, investors and other stakeholders.
These include the annual general meeting, the annual and interim
reports, notices, announcements and circulars and the Company’s
website at www.bshl.com.hk.

CHANGE IN CONSTITUTIONAL DOCUMENTS

There has not been any significant change in the Company’s
constitutional documents during the year.
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INDEPENDENT AUDITOR’S REPORT

n

ZHONGHUI

TO THE SHAREHOLDERS OF

BIRMINGHAM SPORTS HOLDINGS LIMITED

(FORMERLY KNOWN AS BIRMINGHAM INTERNATIONAL
HOLDINGS LIMITED)

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Birmingham Sports Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
51 to 123, which comprise the consolidated statement of financial
position as at 30 June 2017, and the consolidated statement of profit
or loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE
ASSETS

References are made to notes 17 and 18 to the consolidated
financial statements.

The Group tested the amount of property, plant and equipment and
intangible assets for impairment. This impairment test is significant
to our audit because the balance of property, plant and equipment
and intangible assets of HK$199,007,000 and HK$141,589,000
respectively as at 30 June 2017 are material to the consolidated
financial statements. In addition, the Group’s impairment test
involves application of judgment and is based on assumptions and
estimates.

Our audit procedures included, among others:
- Assessing the valuation models used by the Group;

- Assessing the competence, independence and integrity of the
external valuer engaged by the Company;

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

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

- Checking arithmetical accuracy of the valuation models; and
— Assessing market data of the intangible assets.
We consider that the Group’s impairment test for property, plant

and equipment and intangible assets are supported by the available
evidence.
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INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION

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

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

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

Responsibilities of Directors for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the 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
of the Company are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.
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INDEPENDENT AUDITOR’S REPORT

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

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA’s
website at http://www.hkicpa.org.hk/en/standards-and-regulations/
standards/auditing-assurance/auditre/. This description forms part of
our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director

Practising Certificate Number P03614

Hong Kong, 29 September 2017
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CONSOLIDATED STATEMENT OF PROFIT

OR LOSS AND OTHER COMPREHENSIVE

ReEEkHEtEERER

INCOME
For the year ended 30 June 2017 E 220176 H30H IFF/ZE
2017 2016
20174 20164
Notes HK$’000 HK$’000
i3 FETT FEIT
Revenue & 8 172,950 169,333
Operating expenses KBRS (320,593) (279,514)
Loss from operations before B 2 REER
amortisation (147,643) (110,181)
Other income* E A g A 9 33,062 22,514
Profit on sales of players’ &K & st 2 m F
registration 1,988 50,193
Amortisation of intangible assets A EHH (29,216) (8,783)
Administrative and other expenses 1T R E b 5 X2 (30,172) (32,899)
(Impairment loss)/reversal of mEEEZ CREEE)
impairment loss on intangible VERI=NSEi=EE{Cll
assets* (26,088) 27,780
Finance costs A AR AN 10 (9,037) (8,653)
Loss before taxation & T BT B 18 (207,106) (60,029)
Income tax credit FriEtiiE % 11 24,528 255
Loss for the year REEEBE 12 (182,578) (59,774)
Other comprehensive expense Htt2HEAX
Item that may be reclassified B fEEF 7 BE
subsequently to profit or loss: BmZHE -
Exchange differences arising on BE G INHT B A A
translation of financial B REEL
statements of overseas bE i ZER
subsidiaries (6,653) (40,529)
Total comprehensive expense AEEEZHEBZEEE
for the year (189,231) (100,3083)
Loss for the year attributable to: FE{5 4 & EF5i8 :
Owners of the Company RABER A (177,712) (58,574)
Non-controlling interests JEZER i = (4,866) (1,200)
(182,578) (59,774)
Total comprehensive expense EBhEEARZAE:
attributable to:
Owners of the Company ViN/NETE 7 F SN (184,203) (97,740)
Non-controlling interests eI = (5,028) (2,563)
(189,231) (100,303)
Loss per share attributable to AAREEAELERER
owners of the Company
— Basic and diluted (HK cents) —BEARREE CEN) 16 (4.02) (12.10)

*
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Certain comparative figures have been reclassified to conform with * EFHEEFTE EFHFHE - LEANFEFH
the current year’s presentation of the financial statements.
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

R E MM R &R

As at 30 June 2017 2017465304
As at As at As at
30 June 30 June 1 July
2017 2016 2015
R2017% 120165 120155
6A30H 6H30H 7H18
Notes HK$'000 HK$'000 HK$000
Kzt FET FET FET
(Restated) (Restated)
(s E5) (& E35)
Non-current assets FRBEE
Property, plant and equipment ME - BENERE 17 199,007 203,008 246,912
Intangible assets BmEE 18 141,589 82,259 41,756
Deposits, prepayments and other Be BRNFER
receivables H o fE W 58 22 2,570 594 623
Total non-current assets EnBEERRE 343,166 285,861 289,291
Current assets RBEE
Inventories FE 20 5,307 2,672 1,603
Trade receivables EWE FEHER 21 5,203 3,229 12,274
Deposits, prepayments and other Re  BNFER
receivables A fE Wi IE 22 40,835 55,793 42,101
Cash held at non-bank financial BRIERTEEEE L
institutions He - - 1
Bank balances and cash BOEBRERS 131,188 26,982 58,815
Total current assets MEEELS 182,533 88,676 114,794
Current liabilities nBaE
Transfer fee payables ErEeE 23 34,476 8,572 1,007
Trade payables BN E 5 8RN 24 14,347 6,878 14,910
Accruals and other payables JE 5T 2008 % H e 14 R 0E 25 48,645 41,268 47,634
Deferred capital grants BB AR 26 579 592 695
Amounts due to former directors ERAIESHIE 27 - 10,769 10,769
Deferred income EEWA 28 27,016 22,790 23,142
Borrowings BER 29 39,135 259 19,974
Income tax payable BT - 18,703 22212
Total current liabilities mEE EEE 164,198 109,831 140,433
Net current assets/(liabilities) RBEE/(BE)FE 18,335 (21,155) (25,639)
Total assets less current liabilities EEABARDER 361,501 264,706 263,652
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

A MBMRR R

As at 30 June 2017 R2017#6H30H
As at As at As at
30 June 30 June 1 July
2017 2016 2015
R20175 1201645 201545
6A30R 6A30H 7A1R
Notes HK$°000 HK$:000 HK$'000
Hizt FET FET FET
(Restated) (Restated)
(&) (s E5)
Non-current liabilities FRBEE
Transfer fee payables EfEes 23 18,895 2,598 296
Accruals and other payables FET 2008 R A At e 2B 25 9,871 890 -
Deferred capital grants BB ARER 26 15,421 16,371 19,907
Borrowings = E 29 188 150,527 43,869
Deferred tax liabilities EEFRIBEAR 30 21,020 28,426 33,383
Total non-current liabilities B EEEE 65,395 198,812 97,455
NET ASSETS EERE 296,106 65,894 166,197
Capital and reserves BEXRfRE
Share capital B 31 62,932 96,811 96,811
Reserves s 31 237,842 (31,277) 66,463
Equity attributable to owners of the AARIBRA AEEER
Company 300,774 65,5634 163,274
Non-controlling interests ERelh g 2 (4,668) 360 2,923
TOTAL EQUITY EReE 296,106 65,894 166,197

The consolidated financial statements on pages 51 to 123 were
approved and authorised for issue by the board of directors of the

Company on 29 September 2017 and are signed on its behalf by:

Zhao Wenging
i 308

Director

EZE
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Huang Dongfeng

BERE
Director
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 30 June 2017

B 220176 H30H I FIZ

Attributable to owners of the Company

ERRERAEL
Convertible Non-
Share Share Capital  Translation notes  Accumulated controlling
capital premium* reserve* reserve* reserve* losses* Total interests Total
Tak
e REE  EARET  EXRG  ZERE  EER @i FeRER h
Notes HK8'000 HK$'000 HK$'000 HK8'000 HK$'000 HK$'000 HK8'000 HK$'000 HK$:000
Wit AT AT AT AT AT AT AT AT AT
At 1 July 2015, R2015%7A 18
as previously reported (RE2%) %811 1272710 6,510 (30,936) 112500 (1,414,821) 43014 2,928 46,197
Restatement of prior ENRIIEEET
year's figures 7 - - - - 120,000 - 120,000 - 120,000
At 1 July 2015, R201557A 18
as restated (&=5) 96,811 1,272,710 6,510 (30,936) 232,500 (1,414,321) 163,274 2,923 166,197
Total comprehensive TEHZER LR
expense for the period - - - (39,166) - (68,574) (97,740) (2,563) (100,308)
At 30 June 2016, 201656 A30H
as restated (iz&5)) 96,811 1,272,710 6,510 (70,102) 232,500 (1,472,89%) 66,534 360 66,894
At 1 July 2016, R201657A 1R
as previously reported (FxE2H) 96,811 1,272,110 6,510 (70,102) 112,500 (1,472,895) (54,466) 360 (54,106)
Restatement of prior ENRIIAERT
year's figures 7 - - - - 120,000 - 120,000 - 120,000
At 1 July 2016, R201657A 1R
as restated (&=7]) 9,811 1,272,710 6,510 (70,102) 232500 (1,472,895) 65,534 360 65,804
Capital reorganisation RAEd 31) (01,0700 (1,212,710 - - - 1,364,680 - - -
Issue of shares upon RiER
share subscription Bkt 31 31,250 218,750 - - - - 250,000 - 250,000
Transaction costs attributable {728 2
to share subscription REHA 31(i) - (112) - - - - (112) - (112)
Issue of shares upon INGES=
open offer B 31(i) 2,420 16,942 - - - - 19,362 - 19,362
Transaction costs attrioutable AREE 2
to open offer REFA 31(i) - (508) - - - - (508) - (508)
Recognition of equity EDTEREE 2
component of ERH
convertible notes 32(ii) - - - - 26,440 - 26,440 - 26,440
Issue of shares upon BATARZEE
conversion of kb
convertible notes 31(v) 24,421 358,787 - - (258,940) - 124,268 - 124,268
Transaction costs ERTARZEEY
attributable to conversion ~ RBFA
of convertible notes 31(iv) - Ul - - - - (U] - (Ul
Total comprehensive expense AEE2ERX
for the year it - - - (6,491) - Ty (184,203) (5,028 (189,231)
At 30 June 2017 201756 A30R 62,932 593,852 6,510 (76,598) - (285,927) 300,774 (4,668) 296,106

*

These reserve accounts comprise the consolidated reserves in the  *
cocnsolidated statement of financial position.

B -
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CONSOLIDATED STATEMENT OF CASH

FLOWS

For the period ended 30 June 2017

RERERER

2201796 H30H IFF/Z

2017 2016
20174 20164F
HK$°000 HK$’000
FETT FEIT
CASH FLOWS FROM OPERATING RETHZHERN
ACTIVITIES
Loss before taxation B B A B 1B (207,106) (60,029)
Adjustments for: I
Finance costs A A A 9,037 8,653
Interest income B YA (411) (1,6895)
Depreciation e 8,507 10,682
Gain on disposal of property, plant LEME  BEME&E
and equipment 2 Uz (102) (107)
Amortisation of intangible assets EmR A EEH 29,216 8,783
Compensation from the controlling e E R ERES
shareholder on settlement with a Mk 2 B5 (8
former director (9,028)
Profit on sale of players’ registration H & Bk B s 2 5 A (1,988) (50,193)
Reversal of excess provision for BN BRE B 2 o)
donation (5,620) (11,420)
Impairment loss/(reversal of B EE 2 RERER
impairment loss) on intangible assets CREEBERE) 26,088 (27,780)
Gain on settlement with a former HRIEEMME 2 W
director (2,198) -
Impairment loss on trade receivables B E SRR 2 RERE 473 242
Operating cash flows before working BEESEHEZ
capital changes KIS M (153,132) (122,854)
Change in inventories FEZ2#2F) (2,617) (1,447)
Change in trade receivables BB 28R R 2 &8 (1,551) (706)
Change in prepayments, deposits and & BENFRER
other receivables E fib & W 5k 18 2 11,365 829
Change in trade payables [ENE SRR ZET) 7,397 (6,456)
Change in other payables B {th B B &
and accruals JEET I 2 & 21,487 5,529
Change in amount due to former JEH Al 2= £ K18
directors - (3,000) -
Change in deferred capital grants RIEE AR 2 & (562) (651)
Change in deferred income BIEWA 2 8 4,605 3,403
Net cash flows used in operating RETHFAZRESRFE
activities (116,008) (122,353)
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CONSOLIDATED STATEMENT OF CASH

FLOWS

GERTRER

For the period ended 30 June 2017 HE2017F6H30H IFF/E
2017 2016
20174 20164
HK$°000 HK$’000
FET FET
CASH FLOWS FROM INVESTING REFZHZHER
ACTIVITIES
Acquisition of property, plant and WEEWZE BB MR E
equipment (10,527) (3,049)
Acquisition of intangible assets W ET & E (73,549) (22,332)
Proceeds from disposals of property, HEME BMEEZEZ
plant and equipment F 18 3038 1,594 1,060
Proceeds from disposals of intangible HEEFREEY
assets Fr1S K18 2,053 18,092
Interest received B U FH B 411 1,685
Net cash flows used in investing REZHFMARSRFR
activities (80,018) (4,544)
CASH FLOWS FROM FINANCING METH2RER
ACTIVITIES
Net proceeds from share subscription IR0 3R B8 < FT1S SR IB 88 249,888 -
Net proceeds from open offer NAZEE 2SI FE 18,854 -
Proceeds from new borrowings MERZAERE 38,800 107,000
Repayment of borrowings BEER (226) (19,957)
Interest paid EENEESS (3,696) (993)
Net cash flows generated from METBHEECBEESRER
financing activities 303,620 86,050
NET DECREASE IN CASH AND CASH RekFeFEER
EQUIVALENTS B F R 107,594 (40,847)
Cash and cash equivalents at FHlzHRe NS
beginning of year FEIER 26,982 58,815
Effect of change in foreign [EREH) &
exchange rates (3,388) 9,014
Cash and cash equivalents at the end FHRz2EEREEEEEE
of year 131,188 26,982
ANALYSIS OF BALANCES OF CASH AND IR& NBESSEHEAB 2 &%
CASH EQUIVALENTS DT
Bank balances and cash IRITAERR NI ® 131,188 26,982
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

e MWK

B 220176 H30H I FIZ

GENERAL INFORMATION

Birmingham Sports Holdings Limited (formerly known as
Birmingham International Holdings Limited) (the “Company”)
was incorporated in the Cayman Islands as an exempted
company with limited liability and its shares are listed on the
Stock Exchange. The registered office and the principal place
of business of the Company is disclosed in the Corporate
Information section of this annual report.

Pursuant to a special resolution passed at the extraordinary
general meeting held on 5 April 2017, the English name of the
Company has been changed from “Birmingham International
Holdings Limited” to “Birmingham Sports Holdings Limited”
and the Chinese name “{HEAIEE S IEARBMR A F)” has been
adopted and registered as the dual foreign name of the
Company in place of its existing Chinese name “{HBF &Y IR Bki%
R BR A7), both with effect from 6 April 2017.

The principal activity of the Company is investment holding
and the principal activity of its major subsidiary is engaged in
the operation of a professional football club in the UK.

The functional currency of the Group is Hong Kong dollars
(“HK$”) and for those subsidiaries established in the UK is
Pounds Sterling (“‘GBP”). The consolidated financial statements
are presented in Hong Kong dollars for convenience of
the shareholders and users of the consolidated financial
statements as the Company is listed in Hong Kong.

BASIS OF PREPARATION

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants. In addition, the consolidated financial
statements include applicable disclosures required by the
Listing Rules and by the Hong Kong Companies Ordinance
(Cap. 622 of Laws of Hong Kong).

The consolidated financial statements have been prepared
under the historical cost convention. They are presented
in HK$ and all values are rounded to the nearest thousand
except when otherwise indicated.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MWK

58

FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and
revised HKFRSs issued by the HKICPA that are relevant to
its operations and effective for its accounting year beginning
on 1 July 2016. HKFRSs comprise Hong Kong Financial
Reporting Standards; Hong Kong Accounting Standards;
and Interpretations. The adoption of these new and revised
HKFRSs did not result in significant changes to the Group’s
accounting policies, presentation of the Group’s financial
statements and amounts reported for the current year and
prior years.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new
HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a material impact on its results of
operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with
HKFRSs requires the use of certain key assumptions and
estimates. It also requires the directors to exercise its
judgments in the process of applying the accounting policies.
The areas involving critical judgments and areas where
assumptions and estimates are significant to these financial
statements, are disclosed in note 5 to the consolidated
financial statements.

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

Consolidation

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

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

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

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

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

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

For the year ended 30 June 2017

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Consolidation (Continued)

Foreign currency translation

(a)

(b)

(c)

Functional and presentation currency

Items included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). The
consolidated financial statements are presented in
Hong Kong dollars which is the Group’s presentation
currency.

Transactions and balances in each entity’s
financial statements

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

Translation on consolidation

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

o Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement of
financial position;
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currency translation (Continued)
(c) Translation on consolidation (Continued)

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

° All resulting exchange differences are
recognised in the translation reserve.

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

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

Business combination and goodwill

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

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

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is
added to the cost of acquisition to calculate the goodwill.

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

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

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

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The
cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its
intended use.

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

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

Freehold land and buildings 2% - 10%
Leasehold improvements Over the shorter of the term

of the lease, or 20%
Furniture, fixtures and office equipment 20% - 33%
Motor vehicles 20%

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

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

Acquired players’ registration

Costs of acquisition of players’ registration are initially
recognised at cost at the date of acquisition and amortised
over the period of the respective player’s contract, being
between one to five years. A provision is made in accruals,
where in management’s opinion, the club is likely to achieve
a contractually agreed number of first team appearances.
Where the outcome of this is uncertain, the maximum amount
payable is disclosed as a contingent liability.

For the purposes of impairment testing, acquired players’
registration are classified as a single cash generating unit until
the point at which:

o it is made clear that the player no longer remains
as an active member of the playing squad. In these
circumstances the carrying value of the players’
registration is reviewed against a measurable net
realisable value; or

° the carrying amount of a registration will be recovered
through sale. The measurement of such registration
is at the lower of (i) fair value (less costs of disposal)
and (i) carrying value. Amortisation of such registration
is suspended at the time of reclassification, although
impairment charges still need to be made if applicable.

% ¥} ANNUAL REPORT 2017

FTEEHBE(E)

ME - BERERE(E)

ME  BERZRBZITE - REAM
HERARRBEEZLE - RMEE
AERFHRNERERETE =8
FRMN

KAFELHLET 2% - 10%
HEMELE HAFHH20%
(NBEERE)

BRIk EERBAERE 20% - 33%
AE 20%

BE - EAFHRTELZENER
SHRELRTRAR (WEA) -

HEME BEMRBZBERLE
PSR F R B R & 2 PR E
BEZEERE NIERER -

WRE IR S M

HWEREEMBE KA F %
WiE B HZ ANHERR © ZEMANE
BHREzAaNEHE (BI—28F)
B - MEEERSRREBHREE
H—B5H5 e HmERE st
FERTFRRTR B R - A BAERTHE
RN ZESeBRERAARA

B o

MBERFAME - AT 2 k8 T
PRRE-BREEABN BHE:

. BRAEHRBTBREE A
BHFERLE - REFBERT -
BR 8 G < BREE 538 L AT F
EZFBHRFEETRN X

. AEf 2 BRE(E A E B S W T
ALk o M ITIIR) 2 FE O
HERAR) K (i) iR H E 2 B
EHFTE - AEEMREROE
REE#E - EERDFEL
AR (ER) -

63



64

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

e MWK

B 220176 H30H I FIZ

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases
The Group as lessee

Operating leases

Leases that do not substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted for
as operating leases. Lease payments (net of any incentives
received from the lessor) are recognised as an expense on a
straight-line basis over the lease term.

Finance leases

Leases that substantially transfer to the Group all the risks
and rewards of ownership of assets are accounted for as
finance leases. At the commencement of the lease term, a
finance lease is capitalised at the lower of the fair value of
the leased asset and the present value of the minimum lease
payments, each determined at the inception of the lease.

The corresponding liability to the lessor is included in the
statement of financial position as finance lease payable. Lease
payments are apportioned between the finance charge and
the reduction of the outstanding liability. The finance charge
is allocated to each period during the lease term so as to
produce a constant periodic rate of interest on the remaining
balance of the liability.

Assets under finance leases are depreciated the same as
owned assets.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recognition and derecognition of financial instruments

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

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

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

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less allowance for impairment.
An allowance for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the carrying amount of the receivables
and the present value of estimated future cash flows,
discounted at the effective interest rate computed at initial
recognition. The amount of the allowance is recognised in
profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
recoverable amount of the receivables can be related
objectively to an event occurring after the impairment was
recognised, subject to the restriction that the carrying amount
of the receivables at the date the impairment is reversed shall
not exceed what the amortised cost would have been had the
impairment not been recognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and cash equivalents

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which are
repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash
and cash equivalents.

Financial liabilities and equity instruments

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

Convertible notes

Convertible notes which entitle the holder to convert the loans
into a fixed number of equity instruments at a fixed conversion
price are regarded as compound instruments consist of a
liability and an equity component. At the date of issue, the
fair value of the liability component is estimated using the
prevailing market interest rate for similar non-convertible debt.
The fair value of any derivative features embedded in the
compound instruments is included in the liability component.
The difference between the proceeds of issue of the
convertible notes and the fair values assigned to the liability
component, representing the embedded option for the holder
to convert the loans into equity of the Group, is included in
equity as capital reserve. The liability component is carried as
a liability at amortised cost using the effective interest method
until extinguished on conversion or redemption. The derivative
components are measured at fair value with gains and losses
recognised in profit or loss.

Transaction costs are apportioned between the liability and
equity components of the convertible notes based on their
relative carrying amounts at the date of issue. The portion
relating to the equity component is charged directly to equity.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Convertible notes (Continued)

Convertible notes that are not redeemable and the notes
holders are required to convert the notes into share capital
before its maturity date are classified as equity.

Equity-settled share-based payment transactions
Share options granted to employees and directors

Pursuant to the terms of the Company’s share option
scheme, the Group may issue equity-settled share-based
payments to participants including, among others, directors,
employees and consultants.

Equity-settled share-based payments to directors and
employees are measured at the fair value (excluding the
effect of non market-based vesting conditions) of the equity
instruments at the date of grant. The fair value determined at
the grant date of the equity-settled share-based payments
is expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of shares that will eventually
vest and adjusted for the effect of non market-based vesting
conditions.

Equity-settled share-based payments to consultants are
measured at the fair value of the services rendered or if
the fair value of the services rendered cannot be reliably
measured, at the fair value of the equity instruments granted.
The fair value is measured at the date the Group receives the
services and is recognised as an expense.

Borrowings

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

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Trade and other payables

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

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Deferred income

Deferred income relates to amounts received from
sponsorships and sale of season tickets and is released to
profit or loss on a straight-line basis over the period to which
it relates.

Capital grants

Grants are not recognised until there is reasonable assurance
that the Group will comply with the conditions attaching to
them and the grants will be received.

Grants and donations received in respect of safety work and
stadium developments are initially recognised as deferred
capital grants in the consolidated statement of financial
position and transferred to profit or loss over the expected
useful life of the assets to which they relate. Football Trust
grants received are released to profit or loss when the related
expenditures are incurred.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Revenues from the sales of goods are recognised on the
transfer of significant risks and rewards of ownership,
which generally coincides with the time when the goods are
delivered and the title has passed to the customers.

Season tickets and corporate hospitality revenue are
recognised over the period of the football season as home
matches are played.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

Gate receipts and other match day revenue are recognised
as the games are played. Prize money in respect of cup
competitions is recognised when received. Sponsorship
and similar commercial income are recognised over the
duration of the respective contracts. The fixed element of
broadcasting revenues are recognised over the duration
of the football season whilst facility fees received for live
coverage or highlights are taken when earned. Merit awards
are recognised only when known at the end of the football
season.

Interest income is recognised on a time-proportion basis
using the effective interest method.

Services income is recognised when services are rendered.

Employee benefits
(i) Employee leave entitlements

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

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

(ii) Pension obligations

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

(iii) Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw the
offer of those benefits and when the Group recognises
restructuring costs and involves the payment of
termination benefits.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Borrowing costs

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

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

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

Taxation

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

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

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

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

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.
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4, SIGNIFICANT ACCOUNTING POLICIES (Continued) 4, FESHBE(E)

Related parties BEA

A related party is a person or entity that is related to the MER DEAREEBREZ ALHE

Group. B2 o

(a) A person or a close member of that person’s family is (a) BTN AL @ Bl AL 8kE%
related to the Group if that person: ATREFMBKEHEKE

BRE

0] has control or joint control over the Group; (i) 2= i) X 2k [/ 22 ) AR &

;

(ii) has significant influence over the Group; or (i) HAEEEEATE
(19
(iif) is a member of the key management personnel (ifi) BARRNAE AR A
of the Company or of a parent of the Company. NAMEEZER JE EJZ
(b) An entity is related to the Group if any of the following (b) ﬁ?"/\TEJET—J{Iﬂ# Be ae
conditions applies: B B 5 R E

(i

(i

(i)

(iv)
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The entity and the Company are members (i)
of the same group (which means that each

parent, subsidiary and fellow subsidiary is

related to the others).

One entity is an associate or joint venture of (i)
the other entity (or an associate or joint venture

of a member of a group of which the other

entity is a member).

Both entities are joint ventures of the same (iii)
third party.
One entity is a joint venture of a third entity (iv)

and the other entity is an associate of the third
entity.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Related parties (Continued)

(b) An entity is related to the Group if any of the following
conditions applies: (Continued)

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

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

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

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

Impairment of assets

Intangible assets that have an indefinite useful life or not yet
available for use are reviewed annually for impairment and
are reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount may not be
recoverable.

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets except
inventories and receivables to determine whether there is
any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent
of any impairment loss. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash generating unit
to which the asset belongs.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of assets (Continued)

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

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of amortisation
or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of
an impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as a
revaluation increase.

Provisions and contingent liabilities

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

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

For the year ended 30 June 2017

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Events after the reporting period

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

CRITICAL JUDGMENT AND KEY ESTIMATES
Key sources of estimation uncertainty

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

(a) Depreciation of property, plant and equipment

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

(b) Impairment of property, plant and equipment

This requires an estimation of the recoverable amount
which was determined by either based on fair value
less cost of disposal method. The fair value of the
assets were determined by management based on
recent market transactions. The market approach
involves a direct comparison of the assets being
appraised to similar assets that have sold in the same
or in a similar market.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

5.

CRITICAL JUDGMENT AND KEY ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(c)

(d)

(e)

Impairment of trade and other receivables

The directors of the Company periodically review its
receivables to assess whether impairment exists. In
determining whether impairment should be provided,
the directors of the Company evaluated individually
each account for impairment after taking into account
the value of each client account’s underlying collateral
and the latest financial position of those clients in
default of settlement.

Player transfer costs

Management has to make certain judgments as
to whether a liability should be recognised under
the terms of the contracts with other football
clubs in respect of player transfers. This includes
whether in the management’s opinion, at the end
of the reporting period, the football club is likely
to retain English Football League Championship
status in the next season. It also requires certain
judgments as to whether a player will continue
to make the contractually agreed number of first
team appearances. Based on these judgments,
management will decide on a player by player basis
as to whether the liability should be disclosed as a
contingent liability in note 35(a) to the consolidated
financial statements or whether it becomes a liability
and is recognised in transfer fee payable in the
consolidated statement of financial position.

Intangible assets - acquire players’ registration

At the end of each reporting period, the management
considers the recoverability of the acquired players’
registration based on current estimated fair values.
Management considers the economic life of the
players’ registration to be between one to five years,
based on the respective players’ contracts. These
are reviewed annually on a player by player basis to
determine whether there are indicators of impairment.
Determining whether the players’ registration should
be impaired at the end of the reporting period is
pbased on management’s judgment of whether the
player will no longer remain an active member of
the playing squad and an assessment of the football
club’s likeliness to retain English Football League
Championship status in the next season as well as the
current market value of the players.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

5.

6.

CRITICAL JUDGMENT AND KEY ESTIMATES (Continued)
Key sources of estimation uncertainty (Continued)
(f) Intangible assets - trademark

In accordance with HKAS 36 “Impairment of Assets”,
the Group completed its annual impairment test for
trademark by comparing their recoverable amount to
its carrying amount as at 30 June 2017. The Group
has conducted a valuation of the trademark based
on its fair value less cost of disposal. The impairment
test has resulted in recognition of impairment loss
of HK$26,088,000 on the trademark for the year
ended 30 June 2017 was approximately equal to
their carrying amount. This valuation uses the relief
from loyalty method to determine the present worth
of future after-tax royalties derived from ownership.
Management believes that any reasonably foreseeable
change in any of the above key assumptions would
not cause the aggregate carrying amount of trademark
to exceed the aggregate recoverable amount.

FINANCIAL RISK MANAGEMENT

The Group’s principal financial instruments comprise
interest-bearing loans, and cash and cash equivalents. The
main purpose of these financial instruments is to raise funding
for the Group’s operations. The Group has various other
financial assets and liabilities, such as trade receivables and
trade payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments
are foreign currency risk, interest rate risk, credit risk and
liquidity risk. The board of directors of the Company reviews
and agrees on policies for managing each of these risks and
they are summarised below:

Foreign currency risk

The Group’s businesses are mainly located in the UK and are
mainly transacted and settled in Pounds Sterling, as such, the
Group has minimal exposure to foreign currency risk.
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FINANCIAL RISK MANAGEMENT (Continued)
Interest rate risk

The Group did not have any long-term loans with a floating
interest rate during the years ended 30 June 2017 and 2016,
so the Group was not exposed to the risk of changes in
market interest rates.

Credit risk

The carrying amount of (i) bank balances and cash and (i)
trade and other receivables included in the consolidated
statement of financial position represents the Group’s
maximum exposure to credit risk in relation to the Group’s
financial assets.

The Group has no significant concentrations of credit risk.

It has policies in place to ensure that sales are made to
customers with an appropriate credit history.

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

Liquidity risk

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

For the year ended 30 June 2017

6. FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk (Continued)

The maturity profile of the Group’s financial liabilities as at
the end of each reporting period, based on the contractual
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6. TREREE(E)
REESER (&)

AEEZEBBENSREMRE
HAEBR(ERANRMARER) B

undiscounted payment, was as follows: T
At 30 June 2017 R2017#6F30H
Within In the In the third
one year or second to fifth years,
on demand year inclusive Total
RE=F
AERE
R—ER® (BEE
REXR RE=F EmME) B
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Transfer fee payables EREgE 34,476 18,895 - 53,371
Trade payables BB SR 14,347 - - 14,347
Accruals and JESTHB &
other payables Hit R 5RIE 48,645 9,871 - 58,516
Borrowings B3 39,135 188 - 39,323
Interest portion of borrowings B2 Fl| 2357 1,174 - - 1,174
137,777 28,954 - 166,731
At 30 June 2016 R2016%F6H30H
Within In the In the third
one year or second  to fifth years,
on demand year inclusive Total
RE=F
ANEREF
R—E AN (BfEE
BEX REZEF EmF) ek
(Restated) (Restated) (Restated) (Restated)
(&) (mE5) (mE5) (mE5)
HK$'000 HK$000 HK$000 HK$000
FHET FHET FET FET
Transfer fee payables EffEe® 8,572 2,598 - 11,170
Trade payables T8 ZERR 6,878 = - 6,878
Accruals and FEEHEIE R
other payables H A e 3E 41,268 890 = 42,158
Amounts due to former directors  [EfTRIEEZUIE 10,769 - - 10,769
Borrowings =& 259 150,527 - 150,786
Interest portion of borrowings B2 7 B 12,055 12,027 = 24,082
79,801 166,042 - 245,843
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NOTES TO THE CONSOLIDATED
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For the year ended 30 June 2017 HE2017F6H30H IFF/E
FINANCIAL RISK MANAGEMENT (Continued) 6. TRRAKREE (&)
Categories of financial instruments SRIAEZER
2017 2016
20175 20164
(Restated)
(=7)
HK$’000 HK$'000
FET FET
Financial assets: SREE
Loans and receivables B R EW A
Trade receivables FEUE ZBR 5,203 3,229
Financial assets included in TIAEE « BNFIEK
deposits, prepayments and H b fE W R IE 2 & R E B
other receivables 32,746 31,293
Bank balances and cash RITEMR MRS 131,188 26,982
169,137 61,504
Financial liabilities: SRIEME !
Financial liabilities at amortised cost  Z#E R A SR A E
Transfer fee payables ENEeE 53,371 11,170
Trade payables S E S ERR 14,347 6,878
Accruals and other payables JEETFRIA N E Ath FE 1S 5k T8 58,516 42,158
Amounts due to former directors et R = S 508 - 10,769
Borrowings B 39,323 150,786
165,557 221,761

Fair values

The carrying amounts of the Group’s financial assets and
financial liabilities as reflected in the consolidated statement
of financial position approximate their respective fair values.

AFE
BAMBRRRNAIIAEE S8
AERSHABZ FABERESE S
2 AFEBE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

[

RESTATEMENT OF PRIOR YEARS’ FIGURES

(@)

As detailed in note 32 (i) to the consolidated financial
statements, the amount of HK$120,000,000 has been
reclassified from borrowings to convertible notes

reserve as from 1 July 2015.

The following tables disclose the restatement that
have been made in order to reflect the above
reclassification to each of the line items in the
consolidated statement of financial position as at
30 June 2016 and 1 July 2015 as previously reported.
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7. BENHEINEFEHT
(a) AN AR A B T R 2 BT 5ES82(i)

Frsfat - B2015%F7A18
#E - & %8120,000,000/% 7T 2
HEREFT EATRERE
B -

TRIBTBET R EAMSHH5E
H R % 23RN 2016E6 A30H
N A2015%F7 A1H 2 &4 B
BRARFSEE MEL 2
B3l o

Consolidated statement of financial position as at (b) M20165F6 A30R Z 41 & B 75
30 June 2016 RS
As at 30 As at 30
June 2016 Effect of June 2016
20164 prior year's 20164
6H30H restatement 6H30H
(As previously B3R5 (As
reported) EEYT restated)
(REZH) L2 (s =51)
HK$'000 HK$'000 HK$'000
FET FET FET
Non-current assets FRBEE
Property, plant and equipment ME - BRE MR 203,008 - 203,008
Intangible assets EVEE 82,259 - 82,259
Deposits, prepayments and "e - BRFER
other receivables H o fElzoE 594 - 594
Total non-current assets FERBEERR 285,861 - 285,861
Current assets REEE
Inventories FE 2,672 - 2,672
Trade receivables R E 5 8R% 3,229 = 3,229
Deposits, prepayments and e BNFTEK
other receivables Hfth e M z08 55,793 = 55,793
Bank balances and cash BIOERERS 26,982 = 26,982
Total current assets MBEELE 88,676 = 88,676
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

7.

(o)
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RESTATEMENT OF PRIOR YEARS’ FIGURES (Continued) 7. BENHEINEFETF(E)
Consolidated statement of financial position as at (o) R20165F6 4308 2 4R & 8175
30 June 2016 (Continued) R (&)
As at 30 As at 30
June 2016 Effect of June 2016
20164 prior year's 20164
6H30H restatement 6H30H
(As previously iyl (As
reported) EEYT restated)
(REZH) L2 (s =51)
HK$000 HK$'000 HK$'000
FET FAT FET
Current liabilities RBEE
Transfer fee payables ErEes 8,572 = 8,572
Trade payables BB SRR 6,878 = 6,878
Accruals and other payables JE =+ 2008 I B A FE {5 508 41,268 - 41,268
Deferred capital grants EIEE BN 592 - 592
Amounts due to former directors [ENRIESHIE 10,769 - 10,769
Deferred income BN 22,790 - 22,790
Borrowings =N 120,259 (120,000 259
Income tax payable FERTFERY 18,708 - 18,703
Total current liabilities nEE ERE 229,831 (120,000) 109,831
Net current liabilities mEEEFE (141,155) 120,000 (21,155)
Total assets less current liabilities EZ&ER T EEE 144,706 120,000 264,706
Non-current liabilities FrRBaE
Transfer fee payables EREeE 2,598 - 2,598
Accruals and other payables JER 30 R H M BT 508 890 - 890
Deferred capital grants ISR 16,371 = 16,371
Borrowings =5 150,527 - 150,527
Deferred tax liabilities BIEREAR 28,426 - 28,426
Total non-current liabilities FnBEELER 198,812 - 198,812
NET (LIABILITIES)/ASSETS (BE) BERE (54,106) 120,000 65,894
Capital and reserves EXR G
Share capital LN 96,811 - 96,811
Reserves E4 (151,277) 120,000 (31,277
(Capital deficiency)/equity ADRHEEA
attributable to owners of the Elh (EAB4) /#n
Company (54,466) 120,000 65,534
Non-controlling interests FFERE 360 - 360
(CAPITAL DEFICIENCY)/TOTAL  (BAFH) /EHEHEE
EQUITY (54,106) 120,000 65,894
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

7. RESTATEMENT OF PRIOR YEARS’ FIGURES (Continued)

(c) Consolidated statement of financial position as at
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7. ENRIEFRT(H)

(©) MN2015F7A18 2 &5 A BT 7

1 July 2015 e
As at 1 July As at 1 July
2015 2015
120155 Effect of 120155
7H1H prior year's 7A1H
(As previously restatement (As
reported)  EFRIIEF restated)
(RR2#H) G aA-7 (&7
HK$'000 HK$'000 HK$'000
FET FET FET
Non-current assets FRBEE
Property, plant and equipment ME - HE KR 246,912 - 246,912
Intangible assets BREE 41,756 - 41,756
Deposits, prepayments and ®e  BEIFER
other receivables H fth e U508 623 - 623
Total non-current assets FRBEERE 289,291 - 289,291
Current assets REBEE
Inventories FE& 1,603 - 1,603
Trade receivables B E 555 12,274 = 12,274
Deposits, prepayments and other ®e - BNFER
receivables How el 42,101 = 42,101
Cash held at non-bank financial FRIERTER
institutions KBRS 1 = 1
Bank balances and cash RITERRRR 58,815 - 58,815
Total current assets MEEELRE 114,794 = 114,794
Current liabilities REEE
Transfer fee payables ENEes 1,097 - 1,097
Trade payables EREZER 14,910 - 14,910
Accruals and other payables JERTHIE R E M TR 47,634 - 47,634
Deferred capital grants BB 695 - 695
Amounts due to former directors ERAIES R 10,769 - 10,769
Deferred income B 23,142 - 23,142
Borrowings ER 139,974 (120,000) 19,974
Income tax payable BT FEH: 22,212 = 22,212
Total current liabilities mEEERE 260,433 (120,000) 140,433
Net current liabilities B EFE (145,639) 120,000 (25,639)
Total assets less current liabilites ZEAERAHER 143,652 120,000 263,652
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

7.

(©
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B 220176 H30H IFF/ZE
RESTATEMENT OF PRIOR YEARS’ FIGURES (Continued) 7. BENHEINEFET (&)
Consolidated statement of financial position as at (©) R2015E7A1B 2 8 B 7
1 July 2015 (Continued) R (&)
As at 1 July As at 1 July
2015 2015
120156 Effect of 120155
7H1H prior year's 7A1H
(As previously restatement (As
reported)  EFRIIEF restated)
(REZ®H) HFrzee (i=E351)
HK$'000 HK$'000 HK$'000
FET FAT FET
Non-current liabilities FRBaE
Transfer fee payables EARE §-% - 296 - 296
Deferred capital grants BRERER 19,907 = 19,907
Borrowings X 43,869 - 43,869
Deferred tax liabilities BEEHBEE 33,383 - 33,383
Total non-current liabilities FEnParER 97,455 - 97,455
NET ASSETS EEFE 46,197 120,000 166,197
Capital and reserves BEXR G
Share capital A 96,811 - 96,811
Reserves &t (53,537) 120,000 66,463
Equity attributable to KAFAEAA
owners of the Company bR 43,274 120,000 163,274
Non-controlling interests R ER 2,923 - 2,923
TOTAL EQUITY Emam 46,197 120,000 166,197
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

8. REVENUE AND SEGMENT INFORMATION

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowance and
exclude value added tax or other sales related taxes.

The Group’s revenue and contribution to profit were mainly
derived from the operation of a professional football club in
the UK, which is regarded as a single reportable segment
in a manner consistent with the way in which information
is reported internally to the Group’s senior management
for the purposes of resources allocation and performance
assessment. In addition, the principal assets employed by
the Group are located in the UK. Accordingly, no segment
analysis is presented other than entity-wide disclosures.
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i K o 7R &

KR W ERRE 2 2 FER
B WaRmoEFERPRE Bk
HAEEURRE LR, - AT 2518
ERFKEMHERARE -

AEBz W RENEMEEREH
REBR LR BIRIRE - WEBR
BRE—AIZHDE - BRFRAE
ESREEAERSENMMEER
DEERRBEN G 2T B b
AEBAAZ EBEEMNER -
it - BREBWES - WEE RO D

#r e

Entity-wide disclosures BEREE

Information about the nature of revenue R Nm MR ZEH
2017 2016
20174 20164
HK$’000 HK$’000
FET FET
Broadcasting EHE 68,366 59,278
Commercial income EEILON 60,387 62,141
Match day receipts BREH U A 44,197 47,914
172,950 169,333

Geographical information

Information about the Group’s revenue from external
customers and non-current assets are presented based on
the location of operations and geographical location of assets
respectively.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

8.

REVENUE AND SEGMENT INFORMATION (Continued)
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8. Wi Ko EBE R (F)

Revenue from
external customers

For the year

Non-current assets

ended 30 June At 30 June
RENDEF 2 Bz EREBEE
BZ6A30HLEE R6A30H
2017 2016 2017 2016
20175 20164 20175 20164
HK$°000 HK$'000 HK$’000 HK$’000
FET FET FET FET
Hong Kong BE - - 43 2,071
The PRC H - - 715 -
The UK HE 172,950 169,333 342,408 283,790
172,950 169,333 343,166 285,861
OTHER INCOME 9. H At I A
2017 2016
20174 20164
HK$°000 HK$'000
FET FET
Compensation from player transfer kEEg A 4,985 =
Compensation from the controlling 2R 8 15 A% AR R A R
shareholder on settlement with B E E AR 2 B8 (A1 22())
a former director (note (i) 9,028 -
Gain on disposal of HEWE  BE &
property, plant and equipment 2 Wms 102 107
Gain on settlement with HREENE
a former director (note (ii)) Wz (B a2 i) 2,198 -
Interest income B A 411 1,685
Reversal of provision for directors' fee = =% 2 B R 1,134 =
Reversal of excess provision for donation 18 2 58 # & 2 # [0 5,620 11,420
Subsidies received from the B I3 4% B R AR BRI
Premier League (note (iii)) BT 2 w/Bh& (4 723i) 6,108 5,872
Foreign exchange gain (net) AINEE W s (5 5E) - 488
Sundry income BB A 3,476 2,942
33,062 22,514
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

9. OTHER INCOME (Continued)

Notes:
(i)

(i)

(ii)

As at 30 June 2016, the Group recorded amounts
due to a former director, Mr. Yeung of approximately
HK$9,028,000 (the “Yeung Debt”), comprising accrued
director’s fee of approximately HK$3,457,000 and
other amounts due to Mr. Yeung of approximately
HK$5,571,000. As the obligation of settlement of the
Yeung Debt has been undertaken to be irrevocably
assumed by the controlling Shareholder, Trillion Trophy
and the Yeung Debt has been settled subsequent to
the year end, the amount of the Yeung Debt has been
reversed and recorded as other income for the year
ended 30 June 2017.

During the year ended 30 June 2017, a former
director had accepted an offer of HK$3,000,000 from
the Group for full and final settlement of the claims
totaling approximately HK$5,198,000 claimed by this
former director, resulting in a gain of approximately
HK$2,198,000 from this settlement with this former
director.

During the year ended 30 June 2017, the Group’s
professional football operation received funding of
approximately HK$6,108,000 (2016: approximately
HK$5,872,000) from the Premier League in the UK under
the Elite Player Performance Plan upon fulfillment of
certain terms and conditions.

10. FINANCE COSTS
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9. Hit A (&)

At -
0

(i

(if)

R2016E6 A30H » 7N £ & &%
SEN—RANESHEEFE
#79,028,0007% 7T ([ 15 %k £ &
%) BREEFEZTWEEY
3,457,000/ 7T R B 15 o £ B
fth FRIB 495,571,000/ 78 ° AR
MENBLEEBZ2ERE B
2 I AL B Trillion Trophy7& 55
A f el & e MG EE
BEREREBBE  BWHES
20179 6H30B L F/E ' 5 &
EEH s BEBETEFA
H U AR o

REBZE2017F6A308 Ik F
B —ZAEEEMNAEER
i 543,000,000/ TT1E A2 # &
BRENZMESMRRZH
RHBEE#)5,198,0007 7T + A Itk
EEEZAIESME 2 W=EL
2,198,000 T ©

RE E2017F6 8300 Ik F
B ASEZBERKREER
BT ERRAGHERE  BIE
TBHRIRBRRAEEERZE
BHBLCREBEESESY
6,108,000 7T (20164 : 49
5,872,000/ 7T ) °

10. ®ERE

2017
20174
HK$’000
FET

2016
20164
HK$’000
FET

Interest expenses on:

ATEEZNBRAX

— Other borrowings (note) —HER(2)

— Notional interest on —EffEes
transfer fee payable BHEME

— Finance leases —EEELD

— Effective interest on convertible —RJ#REZ 4 2

note (note 32 (iii)

B F B (B 7E32(i)

5,340 7,660

2,687 960
28 33

982 =

9,037 8,653

Note:

Reference is made to the announcement of the Company
dated 18 May 2017, the Company and Trillion Trophy
entered into an amendment letter, pursuant to which the
parties agreed to lower the interest rate under the loan
facilities agreement dated 26 June 2015 from 8.0% per
annum to 3.0% per annum with effect from 1 January
2017.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

11.

INCOME TAX CREDIT

Income tax credit in the consolidated statement of profit or
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11. FEHRER
GEBEREMEARERAZAE

loss and other comprehensive income represents: ik is -
2017 2016
20175 20164F
HK$’000 HK$’000
FE FET
Corporation Tax — the UK ER—
Over provisions in BT FE BB EE (W)
prior years (note) 17,734 -
Deferred taxation — the UK EEFEIE —
Current year REE 5,372 (1,335)
Attributable to TR B R
a change in tax rate 1,422 1,590
24,528 255
Note: During the year ended 30 June 2014, a subsidiary Kiat - RE E2014%6 4308 Ik F

of the Group recorded a tax liability of approximately
GBP1,800,000 (equivalent to approximately
HK$17,734,000). The tax liability arisen from a deed
of novation to transfer to the Company the debt
of approximately HK$193,500,000 (equivalent to
approximately GBP15,385,000) owed by this subsidiary
to an ex-director of the Company (the “Debt”). The
subsidiary recorded a tax liability on release of the Debt.
During the current year, the local tax authorities agreed
that the release of the Debt is capital in nature and is
non-taxable. Accordingly, the corresponding tax liability is
reversed in current year.

No provision for Hong Kong Profits Tax has been made as the

Group had no assessable profits arising from Hong Kong for
the two years ended 30 June 2017 and 2016.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the respective jurisdictions.

The Group’s subsidiaries in the UK are subject to Corporation

Tax in the UK (“Corporation Tax”).

Corporation Tax is

calculated at 19% of the estimate assessable profit for the
year ended 30 June 2017 (2016: 20%)

E o ANEE KB ARAE %S
i 75 B (& 491,800,000 &8 (47
ZR#I17,734,000/7T) © hH
BARABENDEETOBRE S NS
BHKBARREARQR—%
AT E = 2 fETH#9198,500,000/%8
7 ($5 1 %915,385,000 £ )
([ZEB)MEEL - ZHBA
AIRBERZEENESHEA
& RNAFEE B FiE#ET
RERKRZEEBEAMLE
MmAGH - EHit HERB A
BEERAFERE -

MR A S B RE E2017F k20164
6A30R IEMEFEIERBBEE
FERRFURF - A E BB ERAE
B o

H i m A E R E A 2 TIRIR A B RDA
BEZRIBEFEH -

AEBERER 2 B AR AR
REF ([RER]) - BE201756A4
0B IEF &2 R IR G T BT
i A 2 19%5T H (20164 : 20%) ©
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e MWK

For the year ended 30 June 2017 HE2017F6H30H IFF/E
11. INCOME TAX CREDIT (Continued) 11. FiBBER (&)
The reconciliation between the income tax credit and the loss RS Tt 2 B pR TR T B 18 2 AR 10
before taxation is as follows: T
2017 2016
201745 20164
HK$’000 HK$’000
FET FET
Loss before taxation x5 B 5 18 (207,106) (60,029)
Taxation calculated at respective Z1HE K @ B 2
domestic statutory tax rate EEMEGTHE 2HIE 38,954 15,724
Effect of a change in tax rate MEBE 28 1,422 1,590
Effect of income not taxable and HZEZE R U A &
expenses not deductible AP E BB T2 (3,273) (6,094)
Tax effect of temporary REREREZ2 2
differences not recognised R E (52) 377
Over provisions in prior years BAEFEBBEEE 17,734 =
Tax effect of tax losses not RERBRIBEEZ
recognised M & (30,257) (11,342)
Income tax credit gt & 24,528 255
12. LOSS FOR THE YEAR 12. XEEFER

Loss for the year is arrived at after charging/(crediting) the

AEEBRENR GEA) AT R

following items: THIBER :
2017 2016
20175 20164
HK$°000 HK$’000
FET FEIT
Staff costs (including directors' 8 T A
remuneration): (BREES M) :
— Salaries and wages —IE&ENHS 210,314 165,026
— Retirement benefits scheme —RIREA 8 Z K
contributions 21,263 17,299
Total staff costs BT R 231,577 182,325
Auditors' remueration 1% 25 Bl B
- Current Year —ARFE 989 1,061
Amortisation of intangible assets T 29,216 8,783
Depreciation of property, M- MEREZEINE
plant and equipment 8,507 10,682
Minimum lease payments under LETAHNBE N Z
operating lease in respect of: SEBEFIE :
— Properties — 1,733 2,374
— Others —H i 2,286 2,729
Cost of inventories ERERZ 2
recognised as expense HFERKA 14,628 12,836
Impairment loss,” B EEZ RERE,
(reversal of impairment loss) (R EEERE)
on intangible assets 26,088 (27,780)
Foreign exchange loss,”(gain), net  SMEE5IE / (Uzs) - B4 176 (488)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

13. DIRECTORS’ EMOLUMENTS

The emoluments paid or payable to each of the directors of
the Company, disclosed pursuant the applicable Listing Rules
and Companies Ordinance, were as follows:

e MWK

B 220176 H30H I FIZ

13. EE#M$

R E A L AR A R R BRI AT %
B ENENTARRESEZHE

mF

For the year ended 30 June 2017

BZ201756A30ALFE
Salaries,
allowances  Retirement
and benefits scheme
Fees in kind contributions Total
g BER R
we BENEAN HE ok
Notes HK$'000 HK$’000 HK$’000 HK$°000
Mzt FET FET FET FE
Executive directors BTES
Mr. Zhao Wenqing (Chairman) ~ #XEL%E(ZE) () - 1,225 - 1,225
Mr. Huang Dongfeng HERELE
(Chief Executive Officer) (7TB#%) (i) - 750 - 750
Mr. Sue Ka Lok P Sl (i) - 185 9 194
Ms. Chan Yuk Yee FEX (i) - 245 12 257
Mr. Yiu Chun Kong EBRE i) - 163 8 171
Mr. Zhu Kai PN it (iv) - 152 8 160
Mr. Hsiao Charng Geng BRELE () - 16 - 16
Mr. Liu Yiu Keung Stephen BRE it (vi) - - - -
Mr. Yen Ching Wai David BIEARKLE (vi) - - - -
Ms. Koo Chi Sum BEELLT (vi) - - - -
- 2,736 37 2,773
Non-executive director FHTES
Mr. Sue Ka Lok P Sl (i) 40 - - 40
40 - - 40
Independent non- BUFHTES
executive directors
Mr. To Yan Ming, Edmond HBEBLE (i) 120 - - 120
Mr. Pun Chi Ping )P it (i) 120 - - 120
Ms. Leung Pik Har, Christine REERTL (i) 120 - - 120
Mr. Cheung Yuk Ming REFEALAE (vi) 173 - - 173
Mr. Law Pui Cheung ‘BB EE (vi) 173 - - 173
Mr. Lai Hin Wing Henry Stephen  #B #8485 & (vi) 173 - - 173
879 - - 879
Total okl 919 2,736 37 3,692
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

13. DIRECTORS’ EMOLUMENTS (Continued) 13.

e MWK

B 220176 H30H I FIZ

BE=ME(E)

For the year ended 30 June 2016

BHZE2016F6 H308 LFE
Salaries,
allowances
and Retirement
benefits scheme
Fees inkind  contributions Total
e 2R
we EMERN  RIGTEIES k]
Notes HK$’000 HK$'000 HK$'000 HK$°000
Kz FET FET FET FET
Executive directors HTESE
Mr. Liu Yiu Keung Stephen BERREE
(Chairman) (£f) (vi) - = - -
Mr. Yen Ching Wai David BERLE
(Chief Executive Officer) (TTB#%) (vi) - - - -
Ms. Koo Chi Sum BELLT (vi) _ _ _ _
Independent non- BYEHTES
executive directors
Mr. Cheung Yuk Ming SRR HA % A& (vi) 600 - - 600
Mr. Law Pui Cheung BHELE (vi) 600 = = 600
Mr. Lai Hin Wing Henry Stephen #8248 % & (vi) 600 - - 600
Mr. Wong Ka Chun, Carson BREAE (vi) - - - -
1,800 - - 1,800
Total k] 1,800 - - 1,800
Notes: HBiat -

(ii)
(ii)

(iv)

(vi)
(vii)

Appointed on 15 October 2016.
Appointed on 27 January 2017.
Appointed as “Executive Director” on 15 October 2016
and re-designated as “Non-executive Director” with effect

from 1 May 2017.

Appointed on 15 October 2016 and resigned on 14 June
2017.

Appointed on 14 June 2017.
Resigned on 15 October 2016.
Suspended with effect from 9 March 2015 and retired

upon conclusion of the annual general meeting held on 29
December 2015.
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(ii

(i)

(iv)

(vi)
(vii)

R2016F10 A 15H E R T -
R2017F1 27T HER T -
MN2016E10A 1568 EEE A
[$1TE= | R B2017F581H
RERTRIFERTESE] -

R2016F10A15B EZERR
201756 14 B BT »

R2017F6 148 EL T -
R2016510 B 15H BHE ©
B 201543 A9H # 1 B (= B 75

K 1R20165F12 329 H 817 2 %
RBEFRGERGRT -
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NOTES TO THE CONSOLIDATED e M EERRME
FINANCIAL STATEMENTS

For the year ended 30 June 2017 HE2017F6H30H IFF/E
14. THE FIVE HIGHEST PAID INDIVIDUALS 14. AEBREFMAL
The five highest paid individuals in the Group do not include RAFEEREFEARN  AEBREZ &K
any directors of the Company during the year and last year. SEHEMALTHTBREETMARRE
The emoluments of the highest paid individual are set out as EoZEERRT WAL ZBMEWT ¢
below:
2017 2016
20174 20164
HK$’000 HK$’000
FET FET
Basic salaries and allowances e EUREWRET 29,352 29,992
Retirement benefit scheme contributions R K=t 2| (& 2k 4,006 4,022
33,358 34,014
The emoluments of the 5 highest paid individuals during the RAFERARH (20165 : AHE) &
year (2016: 5) fall within the following band: PEFMATZME N TLATHE :

Number of individuals

AE

2017 2016

20174 20164

HK$5,500,001 — HK$6,000,000 5,500,001 7t —6,000,0007% 7T 1 2
HK$6,000,001 — HK$6,500,000 6,000,001 7T —6,500,0007% 7T - 1
HK$6,500,001 — HK$7,000,000 6,500,001 7T — 7,000,000/ 7T 3 -
HK$7,000,001 — HK$7,500,000 7,000,001 7T — 7,500,000/ 7T - 1
HK$7,500,001 — HK$8,000,000 7,500,001 7T — 8,000,000/ T 1 -
HK$8,500,001 — HK$9,000,000 8,500,0017% 7t — 9,000,000/ JT - 1
During the year ended 30 June 2017, approximate REZE2017F6 A30H LEFE A + B
emoluments of HK$5,000,000 were paid or payable to the & 495,000,000/ 7T B 2 1+ 3k B 2 1+
five highest paid individuals as an inducement to join the TRESERHTMAL  EAREMNA
Group or as a compensation for loss of office (2016: nil). AREBESHERELRERA 2 BEE

(20164 : &) -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

15.

16.

DIVIDEND

No dividend was paid or proposed for the two years ended
30 June 2017 and 2016, nor has any dividend been proposed
since the end of the reporting date.

LOSS PER SHARE ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The calculation of basic loss per share is based on the
loss for the year attributable to owners of the Company of
HK$177,712,000 (2016: HK$58,574,000) and the weighted
average number of 4,425,452,861 (2016: 484,054,336)
ordinary shares in issue during the year.

The weighted average number of shares adopted in the
calculation of the basic loss per share for the year ended
30 June 2016 has been adjusted to reflect the impact of the
share consolidation effected on 7 September 2016 and of the
Open Offer which was completed on 11 October 2016.

The computation of diluted loss per share for the years ended
30 June 2017 and 2016 are the same as the basic loss per
share as the impact of the convertible notes outstanding had
an anti-dilutive effect.
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15.

16.

’RE

B ZE20174 K 201646 A30H IEMR{E
FEA R e RS 0 B RS
R A SR A 48 B R (TR IR B o

EAREEAEGEBRER

BEREABEEBIRAFEZAR
AIEAH AL EIE177,712,000
B (20164 : 58,574,000
Jo) RFAE BT @R
5 #14,425,452,861 0% (20164 :
484,054,3360%) 5t & -

SFEEHE2016F6 A30RILFEZE
% EE 7K 5 18 BT BR A 2 A% 40 A S 35 25
EEFAE - AR B2016F9A7H
AR 2 & in & fF R R20164F10 A
MATHZ AFABREZHE -

HREAERTRRERAE REE
FE . HWEZE20174F K% 201646 530
ALFEEREETEEZTERETR
EAREIEER -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MWK

For the year ended 30 June 2017 HE2017F6H30H IFF/E
17. PROPERTY, PLANT AND EQUIPMENT 17. Y¥ - -BERR®E
Furniture,
fixtures
Freehold land Leasehold and office Motor
and buildings improvements equipment vehicles Total
A% HE KA %E
THREF NEZE  RELRG RE L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT AT AT
COSTS LA
At 1 July 2015 R2015F7A18 293,609 - 75,579 10,445 379,633
Additions NE - - 2,150 899 3,049
Disposals e - - - (3,442) (3,442)
Written off L = - (176) - (176)
Exchange realignment RS (43,429) - (11,238) (678) (55,345)
At 30 June 2016 #2016%56A30A &
and 1 July 2016 2016£7A1H 250,180 - 66,315 7,224 328,719
Additions e 698 75 8,877 237 10,527
Disposals ik - = (81) (3,275) (3,356)
Written off iz - - (738) - (738)
Exchange realignment ERAZ (5,647) 10 (1,214) (82) (6,933)
At 30 June 2017 #2017%6A30A 245,231 725 73,159 4,104 323,219
ACCUMULATED DEPRECIATION  RitHER
AND IMPAIRMENT BE
At 1 July 2015 20157 A1H 54,529 - 72,557 5,635 182,721
Charge for the year FEEXH 7,644 - 1,916 1,122 10,682
Disposals HE - - - (2,489) (2,489)
Written off i - = (176) = (176)
Exchange realignment R AR (8,811) - (10,783) (433) (20,027)
At 30 June 2016 R2016E6A30A &
and 1 July 2016 2016F7A1H 53,362 - 63,614 3,836 120,711
Charge for the year REEXH 5,644 20 1,769 1,074 8,507
Disposals e - - (29) (1,841) (1,864)
Written off g - - (696) - (696)
Exchange realignment RS (1,036) - (1,369) 41) (2,446)
At 30 June 2017 20175630 57,970 20 63,195 3,027 124,212
CARRYING VALUE REE
At 30 June 2016 12016F6A30H 196,818 - 2,801 3,389 203,008
At 30 June 2017 201756830 187,261 705 9,964 1,077 199,007
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MWK

For the year ended 30 June 2017 HE2017F6H30H IFF/E
INTANGIBLE ASSETS 18. BFEE
Players'
Registration Trademark Total
REEM [T B
HK$’000 HK$'000 HK$'000
FET FET FET
COSTS B A
At 1 July 2015 R2015%7 18 12,592 561,760 574,352
Additions NE 33,392 - 33,392
Disposals HE (3,617) = (3,617)
Exchange realignment 0 i 5% (4,765) (83,093) (87,858)
At 30 June 2016 ©®2016F6 430 &
and 1 July 2016 2016F7H1H 37,602 478,667 516,269
Additions NE 114,737 = 114,737
Disposals HE (3,598) = (3,598)
Exchange realignment EREE L 2,566 (10,844) (8,278)
At 30 June 2017 R201756 830H 151,307 467,823 619,130
ACCUMULATED AMORTISATION R HBHER
AND IMPAIRMENT A E
At 1 July 2015 201557 A1H 8,164 524,432 532,596
Amortisation for the year REFHH 8,783 = 8,783
Reversal of impairment loss AR = (27,780) (27,780)
Disposals HE (2,950) = (2,950)
Exchange realignment B 5, R (1,777 (74,862) (76,639)
At 30 June 2016 #®2016F6 4308 &
and 1 July 2016 2016 7H1H 12,220 421,790 434,010
Amortisation for the year AEEHE 29,216 = 29,216
Impairment loss RIEERE = 26,088 26,088
Disposals HE (3,533) = (3,533)
Exchange realignment B HAE 513 (8,753) (8,240)
At 30 June 2017 R201756 830H 38,416 439,125 477,541
CARRYING VALUE REE
At 30 June 2016 R2016F6 A30H 25,382 56,877 82,259
At 30 June 2017 R2017456 A30R 112,891 28,698 141,589
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

18.

INTANGIBLE ASSETS (Continued)

Notes:

(i)

(i

(ii)

Amortisation is recognised in profit or loss as follows:

Players’
registration

based on respective players’
contracts terms from 1-5 years

Trademark Not amortised

The players’ registration is considered to have a useful life
ranging from 1 to 5 years and is tested for impairment at
the end of the reporting period.

Any players whom BCFC, a subsidiary of the Company,
do not consider to be a long term part of the first team
squad and who will therefore not contribute to future
cash flows earned by BCFC are assessed for impairment
by considering the carrying value with BCFC’s best
estimate of fair value (being post year-end sales proceeds
or expected sales proceeds) less costs of disposal. No
impairment was made for the two years ended 30 June
2017 and 2016.

The trademark was acquired in the business combination
of Birmingham City PLC, which is considered to have an
indefinite useful life and was tested for impairment as at
the end of the reporting period.

The Group carried out reviews of the recoverable amount
of the trademark for the year ended 30 June 2017. The
recoverable amount has been determined based on
its fair value less costs of disposal, with reference to
the valuation prepared by an independent professional
valuer, JP Assets Consultancy Limited. The fair value
less costs of disposal of the trademark falls within level
3 of the fair value hierarchy. The valuation technique
used to measure the fair value less costs of disposal
is the relief-from-royalty method, which determines the
present worth of future after-tax royalties derived from
ownership. Indication of value is developed by discounting
future after-tax royalties attributable to the trademark
to their present worth at market-derived rate of return
appropriate for the risks of the trademark. The valuer
adopted a royalty rate of 10% of net sales applicable to
the trademark as at 30 June 2017. For determining the
discount rate, the valuer adopted a small capitalisation
risk premium of 5.78%, company specific risk premium
of 10%, risk free rate of 1.87%, resulting in aggregate
pre-tax discount rate of 18%.

The impairment test has resulted in impairment loss on
intangible assets of approximately HK$26,088,000 in the
year ended 30 June 2017 (2016: reversal of impairment
loss on intangible assets of HK$27,780,000).

e MWK

B 220176 H30H I FIZ
18. BREE (&)
izt -
(i) BIENERERET ¢

(i)

HKEEM REBEHREZAYD
FEH -5 E

[k AT

BR B M 2 A A F RS
NFA1EE - W RIS B ARE
TTRERIF -

BRI A 2 7l K &8 2 aIBCFC
TEAEB—EB 2 KHK 8
MAEHBCFCHELZ R 33E &
MELRERMZIKE  He
TRESE  FRAEZERE®
{EEBCFCH A FE (BN F 4 B
% ZEEMBRBEXBHEE
FIBRIE) REEXN AN 2 &E
fE5t - B £201756 4308 &
201646 A30H It /M 18 F Z #
EELIRE -

7412 J5 A Birmingham City PLC
ZEBERKE  HRAA
ERAIEAEH  WARREH
RETRERR -

AEE D EHEIREE20174F
6H30H IEFE 2\ &
2o OBl SRR EBIUE
XEHEMBETEEBRMAFR
NalZHE  BREAFERSD
ERAEE - mEAFERD
EXRABRAFEBHRE=
B - AREtE A EREEK
K2 B ER AR Bt
BEE A rt B AR
EEXEZRRGREFTESE
REMREEE - BEEEZED
1 AR A R SR R B 18 R A
FRBEERREZER 2T
BHTHERIFREBIRE HIRME -
(LB AN20174E6 H30H
EIZ MR E FEMN10%A
BHEERER - AETIR
= (HEMREAEMERR G
85.78% * A R)EER KRG E
10% ~ EREG=R1.87% @ 5t&
BaTBRFEAIARIE K A18% ©

BE B B B B =20178F6 A
HLEFEFEEFEEZRE
&5 18 #726,088,0007% 7T (2016
F: BEEEZREEBBREE
27,780,000 7T ) °
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

19. PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 30

June 2017 and 2016 are as follows:

e MWK

B 220176 H30H I FIZ

19. FEMERF

AATER20174F K 20166 A30H 2
TEWBRARFERBHOT :

Country of Percentage of equity
incorporation Particulars of issued attributable to
Name of company and operation  and paid-up capital the Company Principal activities
AR
NREW REER BEATRBREARE RAREERER L TERHK
2017 2016
2017% 20165
Directly hold
EERE
Birmingham City PLC the UK GBP8,150,000 ordinary 96.64% 96.64% Investment holding
A 8,150,000% & & @k RERER
Indirectly hold
HiEE
Birmingham City Football the UK (GBP752,838 ordinary 96.64% 96.64% Football club
Club PLC & 752,838 REE LR RHRE
Birmingham City Ladies the UK GBP1 ordinary 96.64% N/A Football club
Football Club B 1REERR TER  RHe
Note: et -

The above table lists the subsidiaries of the Company which, in
the opinion of the Directors, principally affected the results for
the year or formed a substantial portion of the net assets of the
Group. To give details of the other subsidiaries would, in the
opinion of the Directors, result in particulars of excessive length.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

19. PRINCIPAL SUBSIDIARIES (Continued)

e MWK

B 220176 H30H I FIZ

19. FEHEBLAR (&)

The following table shows information of the subsidiaries that
have non-controlling interests (“NCI”) material to the Group.
The summarised financial information represents amounts

before inter-company eliminations.

TREJNEAHARBEBEAN 2T
Petgas ([FRiERER ) 2 M@ A A
ZER - BB ERBERRA R Y
SHATZ 5

Birmingham City PLC

2017 2016
20174 20164
Principal place of business and FELEM R KM BX the UK the UK
country of registration HER L
% of ownership interests and voting  JE#% B& 4 25 FE (L B 1 )%
rights held by NCI FRREEZBD T 3.36% 3.36%
HK$°000 HK$’000
FET FEIT
At 30 June MA6H30H
Non-current assets EMEE E 342,408 283,790
Current assets )& E 80,300 91,972
Current liabilities mEBEE (496,240) (316,549)
Non-current liabilities ERBEE (65,395) (48,499)
Net (liabilities)/assets (BB EBEFE (138,927) 10,714
Accumulated NCI RETIEER S (4,668) 360
Year ended 30 June HZ6H30B LFE
Revenue W 5 172,950 169,333
Loss for the year KEEEE (144,821) (35,714)
Total comprehensive loss > HGEERE (149,643) (61,781)
Loss allocated to NCI DEEIFERER BB (4,866) (1,200)
Net cash used in operating BT 7 IR & 558
activities (118,244) (96,339)
Net cash (used in)/generated from BREES(FA) EE2HS
investing activities FEE (45,487) 5,607
Net cash generated from financing MEEBEA SR
activities 171,297 67,477
Net increase/(decrease) in cash and R4 RIS ESEER
cash equivalents #n, CRd) F58 7,566 (23,255)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MWK

For the year ended 30 June 2017 HE2017F6H30H IFF/E
20. INVENTORIES 20. FE
2017 2016
20175 20164
HK$°000 HK$’000
FET FET
Finished goods and goods for sale Rk M E @ 5,307 2,672

21. TRADE RECEIVABLES

21. EWREZFRX

2017 2016
20175 20164
HK$°000 HK$’000
TFHETT FET
Trade receivables FEIE 5 BR X 5,824 4,754
Less: impairment loss recognised B EERBESRE
(note (iii)) (i i) (621) (1,525)
5,203 3,229
Notes: et -

(i) The average credit period of the Group’s trade
receivables is 90 days (2016: 90 days) and represents
solely from the professional football operation.

(if) The aging analysis of trade receivables based on invoice
date net of impairment loss is as follows:

(ii

REBEWEZESERZFAE
EHIA90K (20164 - 90 K) °
WEKREBERKEE -

125 S B R 30 R E A
B2 ENE SER S EE DT
mF :

2017 2016

20175 20164

HK$°000 HK$’000

FHET FET

Within 30 days 30KA 1,913 728
31 days to 90 days 31290k 1,281 958
91 days to 180 days 91E180K 1,418 Br®
181 days to 365 days 181E365K 591 968
5,203 3,229
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

21. TRADE RECEIVABLES (Continued)

(ii)

The movements in the impairment on trade receivables

during the year are as follows:

e MWK
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21. EWEZRR(Z)

(ii)

TR E 502 R E
gm

2017 2016

20174 20164

HK$°000 HK$’000

FET FEIT

At the beginning of the year RE] 1,525 1,588

Written off during the year ERTEH (1,320) (46)

Impairment loss recognised BRI BB 1R 473 242

Exchange realignment P& 5 % (57) (259)

At the end of the year PGS 621 1,525

(iv) At 30 June 2017 and 2016, the analysis of trade (iv) M20174 K2016F6 H308 -

receivables that were past due but not impaired are as B BERREZERE SR

follows: HAOMAT :

Past due but not impaired

EEHERREE
Neither past

due nor Less than 91 days
Total impaired 90 days and over
BE RBBRAREE D HR0K CRP N2>
HK$’000 HK$’000 HK$’000 HK$’000
FAET FAET FET FET
At 30 June 2017 #2017%E6H30H 5,203 3,194 1,418 591
At 30 June 2016 7A201646 A30H 3,229 1,686 575 968
Trade receivables that were past due but not impaired EEBAERREZERE SR

relate to a number of independent customers that have
a good track record with the Group. Based on past
experience, management believes that no impairment
allowance is necessary in respect of these balances as
there has not been a significant change in credit quality
and the balances are still considered fully recoverable.
The Group does not hold any collateral over these
balances.

P RETRAKRBARRLT
FRELHEZBYTP - REBB
ERER EEEMEHEERIL
FREBEHIRRERE - hH

BN BARAAE A BB @ o A&
) 30 % ph b A ER RS A R R
#am o
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

22,

e MWK
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DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES 22.

BE - ANREAREMERKE

2017 2016
2017% 20164
HK$’000 HK$’000
FET FEIT
Other receivables H fib e W B 32,746 32,578
Less: other receivable — R o E M REWGRIE — 3R ED
non-current (note (ii) (K7 aE(i) (2,570) =
Less: impairment loss recognised B BRERREEE
(note (i) (H33)) - (1,500)
30,176 31,078
Deposits and prepayments Ee RTEMNFIE 10,659 25,309
Less: prepayments — W T RIBE— IR B
non-current (note (iii) (B & (i) - (594)
Amount shown in current assets MEEEMREHE 40,835 55,793

Notes:

(i) The movements in the impairment loss on other

(i)

FRE M YR 2R EE R

receivables during the year are as follows: BEMAT :
2017 2016
201745 20164
HK$’000 HK$°000
FHET FET
At the beginning of the year REH] 1,500 1,500
Written off during the year FREEH (1,500) -
At the end of the year RELR - 1,500

(if) Included in other receivables are amounts of
approximately HK$2,570,000 as at 30 June 2017
relating to transfer fee of players which are classified as

non-current (2016: nil).

(iii) No prepayment is classified as non-current assets as at
30 June 2017 relating to sign-on fees for acquisition of
the players (2016: approximately HK$594,000).
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

23. TRANSFER FEE PAYABLES

e MWK
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23. ENEeE

2017 2016
20174 20164
HK$’000 HK$’000
FET FAET
Transfer fee payables EEes
— Within one year ——FR 34,476 8,572
— Due after one year — —F & 5|HA 18,895 2,598
53,371 11,170
All transfer fee payables are stated at amortised cost that FiBEMNEE BIRE T ERE 2%
approximately equal to their fair value. SHRK AR5 BR o

24. TRADE PAYABLES

The aging analysis of trade payables based on the invoice

24, ENFEZRERX

REZAMFLENE SR ZRERD

date is as follows: Manr -
2017 2016
20174 20164
HK$°000 HK$’000
FET FET
Within 30 days 30K A 6,786 6,005
31 days to 90 days 31ZE90K 6,968 455
91 days to 180 days 91E180K 436 101
181 days to 365 days 181E365K 157 317
14,347 6,878

The Group normally receives credit periods from suppliers

averaging at 90 days (2016: 90 days)

AEE—REAHERFERGFH0X 2

EEH (20164 : 90 K) °
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

25.

26.

ACCRUALS AND OTHER PAYABLES

e MWK

B 220176 H30H I FIZ

25. EERERHEMGENSRE

2017 2016

20174 20164

Notes HK$’000 HK$’000

Kzt FET FET

Accruals et X IE (i) 37,319 39,321
Agent’s fee payables ER 4 NE R 21,197 2,837
58,516 42,158

Less: Amount due after one year W R—FERBEZIE (i) (9,871) (890)
Amount shown in current liabilities RB)E EFT RS %E 48,645 41,268

Notes:

(i) Included in accruals are amounts of approximately
HK$762,000 (2016: approximately HK$5,353,000) relating
to accrued directors’ remuneration.

(if) Agent’s fee of approximately HK$9,871,000 (2016:
approximately HK$890,000) payable for the acquisition of
football players was due after one year according to the

transfer agreement of players.

(iii) Accruals and other payables are all non-interest bearing.

DEFERRED CAPITAL GRANTS

Hiat -

(i

(i)

Bt ERERBEETESH
& 2 FIE4762,000/%8 7T (2016
£ : 495,353,000 B IT) °

B HRERERNELCAERY
9,871,000/ 7t (20164 : #J
890,000/ 70) ' BRI E 2
EeRan —FREE -

JRE 5t 3R T H Al A FRIR I A
R ©

26. EEEAREX

2017 2016
20175 20164
HK$’000 HK$°000
FET FET
To be released: 15 4% 85 [B] 2 FR A
— Within one year ——FR 579 592
— After one year —— 1% 15,421 16,371
16,000 16,963

Deferred capital grants relate to the redevelopment of the
football stadium located in Birmingham, the UK. The grant
has been treated as a deferred grant and is being amortised
in line with the depreciable assets to which it relates.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e MWK

For the year ended 30 June 2017 HE2017F6H30H IFF/E
27. AMOUNTS DUE TO FORMER DIRECTORS 27. EFRESFIE
2017 2016
20175 20164
HK$°000 HK$’000
FET FET
Amount due to former directors: JE{S B & E FKIE:
Hui Ho Luek, Vico (note (i) FEERE (B aE0)) - 5,198
Mr. Yeung (note (ii)) 15 % & (B &) - 5,571
- 10,769
Notes: izt -

(i) Update on High Court Miscellaneous Proceedings No.
1429 of 2016
On 30 January 2015, Mr. Hui Ho Luek, Vico (“Mr. Hui”),
the former executive director of the Company, issued a
statutory demand against the Company for an alleged
debt in a sum of approximately HK$5,231,000. The
Company commenced settlement negotiations with
Mr. Hui in order to explore the opportunity of settling
his claim for the alleged debt amicably. In around
mid-May 2016, Mr. Hui’s solicitors threatened to issue a
winding-up petition against the Company. The Company
applied and the High Court granted an injunction order
against Mr. Hui on 3 June 2016 from presenting the said
winding-up petition. On 30 June 2016, the Company and
Mr. Hui agreed to discontinue this proceedings which was
approved by the High Court on 4 July 2016.

On 16 December 2016, the Company and Mr. Hui entered
into a settlement deed pursuant to which a sum of
HK$3,000,000 was paid by the Company to Mr. Hui for
the full and irrevocable settlement of this proceedings.

(i) As mentioned in note 9(i) to the consolidated financial
statements, the amounts due to Mr. Yeung was
undertaken by Trillion Trophy and such undertaking was
effective during the year ended 30 June 2017. As Trillion
Trophy irrevocably assumed the obligation of settlement
of the amounts, the Group is no longer liable to Mr. Yeung
for such liabilities. The amounts were reversed and
recorded in other income for the year ended 30 June
2017.

(iif) The amounts due were unsecured, interest free and
repayable on demand.

(ii)

= % A BT 3 T8 R sA2016F 5
14295k

M2015%1 308 © &KX 2 Al 5
ERITESHERE T E ([FF
EE)REBEESGHEY
5,231,000/ 7T Z RIE R A R
RIBEHEETERERE - AQ
AIEFFAEERBAMBAH - LA
SRR TR E IR TR EE
ZREEZHE - 1201654
RRLTHR FEEZEMBEE
BHHYARRIZBERES -
AAREBRBLERSEERR
201656 ASH R HET HWF k£
RELMBEREF RS -
R2016F6 308 * A AQ A &
HFEERBRIEBEHFRA I
2201657 A48 E 5 &AM
HEE o

R20165 123168 - Ax A &
ST AER] ML AR R - B
ARAREAFEESLN -2
3,000,000/ 7T 2 RIBIE R ZE
B 7B H40 [ 11 0 R 7 R AR A o

B4R A B 7 3R R BT AEQ(>) AT
il - FE 1 45 5t A 3XIE A Trillion
Trophy#& ¥ » & B AR
H E2017F6A30H It FE 4
B o A Trillion Trophy 7 1
A E A EE N R ERBZ
ST EARAEBIBRAKB
SEBBEAE - HE2017F6
AB0B IEFE » ZERIBED#E
B3 B st AR AR AA o

RERARBER %8 RAE
BEREE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

28. DEFERRED INCOME

The movements of deferred income for the years ended
30 June 2017 and 2016 were as follows:
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28. EZEWA

RIEU AR E Z20174F K20164E6 A

0RI-FE &M :

Match Commercial

receipt income Total

REUWA [GELON e

HK$’000 HK$’000 HK$’000

FET FET FET

At 1 July 2015 R2015%F7A1H 22,288 854 23,142
Exchange realignment bE H AR (3,564) (191) (3,755)
Additions N 23,786 1,466 25,252
Recognised as revenue ER KA (21,043) (806) (21,849)
At 30 June 2016 7K2016%6 H30H 21,467 1,323 22,790
Exchange realignment PE X & (355) (20) (875)
Additions 3840 24,627 1,583 26,210
Recognised as revenue R B A (20,355) (1,254) (21,609)
At 30 June 2017 A2017%6 H30H 25,384 1,632 27,016

29. BORROWINGS 29. EB=X

2017 2016

20175 20164

HK$’000 HK$°000

FET FEIT

(Restated)

(&e=E3))

Other loan — secured HEMmER-—FEE - 150,314
Other loan — unsecured (note) H A E sk — | (A7) 39,302 192
Finance lease payable R ERE 21 280
39,323 150,786
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

BORROWINGS (Continued)

At 30 June 2017 and 2016, total current and non-current
bank loans and other borrowings were repayable as follows:

e MWK

B 220176 H30H I FIZ

ER(#E)

M20174F Kk20165F6 A30R ' RE &
FERBIRITE SRR E M ERAEREAR
AT EHER -

2017 2016
20174 20164
HK$’000 HK$’000
FET FET
(Restated)
(ET)
Carrying amounts repayable: AEEREE :
On demand or within one year FEESke—F R 39,135 259
More than one year, but not —FLAE BREFEUR
exceeding five years 188 150,527
39,323 150,786
Less: Amounts due within one year ¥ : BB EFT 5 A —F R
shown in current liabilities HA 2 5KIR (39,135) (259)
Amount shown under non-current SIESE B B E 2 I
liabilities 188 150,527

Note:

On 26 June 2015 and 31 May 2016, the Company entered into
a loan facility agreement (the “Loan Facility Agreement”) and an
amendment letter to the Loan Facility Agreement, respectively,
with Trillion Trophy to provide a term loan facility of up to
HK$212,813,600 to the Company. The loan facility bears interest
at a rate of 8.0% per annum, maturing by 25 June 2018 and is
secured by (i) a first fixed legal charge over the property owned
by BCFC, the principal subsidiary of the Company, in favour of
Trillion Trophy (the “Mortgage”); (i) a first floating charge over all the
assets, goodwill, undertaking and uncalled capital, both present
and future granted or to be granted by BCFC in favour of Trillion
Trophy (the “Charge over Assets”); and (iii) a first fixed charge over
all books and other debts, both present and future granted or to
be granted by BCFC, in favour of Trillion Trophy (the “Charge over
Book Debts”, together with the Mortgage and the Charge over
Assets, the “Security”).

On 18 May 2017, the Company and Trillion Trophy entered into
another amendment letter, pursuant to which (i) the parties agreed
to lower the interest rate under the Loan Facility Agreement from
8.0% per annum to 3.0% per annum with effect from 1 January
2017; (i) Trilion Trophy agreed that it would execute a deed of
release pursuant to which the Mortgage shall be released and
discharged in full (the “Release”); (iiij the Charge over Assets
and the Charge over Book Debts would no longer be required to
be given as the Security; and (iv) Trillion Trophy confirmed that
notwithstanding the Release, the loan facility shall continue to be
in force. One the same day, Trillion Trophy executed a deed of
release in relation to the full discharge and release of the Security.

As at 30 June 2017, the outstanding principal amount due to
Trillion Trophy was approximately HK$39,114,000. Outstanding
interest on the loan up to 30 June 2017 was approximately
HK$13,153,000.

Hiat -

M2015%F6 260 K%201645H31H -
AN A Trillion Trophy2 Bl 2% 5] & F @t
Bt ([BERetE sl REREBE R
FBZIEETRG  BARNRRE—$8S
#212,813,6008 T2 B HERME -
ZERBE 2 FFEE8.0% 12018
F6H25H fE@m ¢ I LA T %1438 LATrillion
Trophy B2 25 AMEAIEIR - (AR A ER
B A RIBCFCRAE 2 WMENE —EE
AR ([3%1%#8])  (i)BCFCH Al & A&
REFEHKEREOAEEE L - &
8 N RSP A Trillion Trophy &5 2
AME— B ((EERL]) ¢ Kii)
BCFCH A R A RBHE B R L 2T A
BR A 2 £ (& 75 LA Trillion Trophy /&5 25
ARE—EEHL ((REAEEHRL] -
ERZIEBIEERCATEERR])

R2017F5H18H » &KX &) ETrillion
Trophys] 32 5 — A I8 7] KA - #R Lt - (i)
NS T REHERBEHZE T 27
= /i F F E8.0%5 = F F E3.0% © A
201741 A1 B# AR ; (i) Trillion Trophy
R BT RBREZHE - Bt - ZiRiEE%E
ZHEFRRREUE ([ZEER]D : (iBEB
RHEERT RREESRCIEAER
& ¢ Ke(iv)Trillion Trophy#E=R & & 1 H 3%
iR ERBEHEEER - NEA -
Trilion Trophy#2 7] fRFR 2K - WA A
ZEBUE R ERER S

201746 4308 - Trillion TrophyZ 7k
188 "% 4939,114,0005% 7T ° # £2017
6 A30H K EEEFF B 413,153,000
BT ©
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

30.

DEFERRED TAX LIABILITIES

The components of deferred tax liabilities recognised in
the consolidated statement of financial position and the
movements during the year are as follows:
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30. EEHEAE
RERE M BRI RBERZECHIBE
BZHERBHRRERZEEMT

Revaluation Revaluation
of land and of intangible
building assets Total
BEfftRET EfENEE k)
HK$'000 HK$000 HK$000
FET FET FET
At 1 July 2015 #2015%781H 25,545 7,838 33,383
Exchange realignment I & % (3,598) (1,104) (4,702)
Effect of a change in tax rate G =2 (1,217 (373) (1,590)
(Credited)/charged to consolidated GtA) /BRABER
statement of profit or loss and other HEih2ERR XD NG
comprehensive income (3,679 5,014 1,335
At 30 June 2016 12016464308 17,051 11,375 28,426
Exchange realignment B HAE (367) (245) (612)
Effect of a change in tax rate TREH s FE (853) (569) (1,422)
Credited to consolidated statement STAREERER
of profit or loss and other HirElamE
comprehensive income (264) (5,108) (5,372)
At 30 June 2017 201746 530H 15,567 5,453 21,020

At 30 June 2017, the Group has unused tax losses of
approximately HK$240,593,000 (2016: HK$72,634,000)
available for off set against future profits. No deferred tax
asset has been recognised in respect of such tax losses due
to the unpredictability of future profit streams. Such losses

may be carried forward indefinitely.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

e MWK

For the year ended 30 June 2017 HE2017F6H30H IFF/E
31. SHARE CAPITAL AND RESERVES 31. RERRE
Number
of shares Amount
gt I kx.c}
Notes HK$'000
23 FET
Ordinary shares of HK$0.01 each FREE.0IET ERK
Authorised: BE
At 1 July 2015 and 1 July 2016 20156718 k201657 A1H 50,000,000,000 500,000
Share consolidation Bin & B (i) (47,500,000,000) =
Capital reduction RRAED A (i) - (475,000)
Authorised share capital cancellation EERAGES (i) (2,015,945,664) (20,159)
Authorised share capital increase AR ARG (i) 49,515,945,664 495,159
At 30 June 2017 R201746 530H 50,000,000,000 500,000
Issued and fully paid: BETRARE
At 1 July 2015 and 1 July 2016 201547 A18 k201657 A1H 9,681,086,733 96,811
Capital reorganisation IR A=A (i) (9,197,032,397) (91,970)
484,054,336 4,841
Issue of shares upon share subscription %17 R EE R 2E1TR 17 (ii) 3,125,000,000 31,250
Issue of shares upon open offer NHREERETRG (i) 242,027,168 2,420
Issue of shares upon conversion of RER IR R Z R
convertible notes EkRG (iv) 2,442,073,168 24 421
At 30 June 2017 R2017%6 530H 6,293,154,672 62,932
Notes: Brat -
(i) Capital reorganisation (1) R EH

The capital reorganisation of the Company which became
effective on 7 September 2016 comprised the following:

Share consolidation

The share consolidation was implemented to consolidate
every twenty issued and unissued shares of the Company
of HK$0.01 each into one share (the “Consolidated
Share(s)”) of HK$0.20 each. As a result, 9,681,086,733
issued shares of the Company were consolidated into
484,054,336 Consolidated Shares of HK$0.20 each.

Capital reduction

The capital reduction involved a reduction in the nominal
value of each of the issued Consolidated Shares from
HK$0.20 per Consolidated Share to HK$0.01 per new
share by cancelling HK$0.19 of the capital paid up on
each issued Consolidated Share, which gave rise to a
credit of approximately HK$91,970,000 on the basis of
484,054,336 Consolidated Shares then in issue. Such
credit was approved by the Grand Court of the Cayman
Islands (“Grand Court”) to set off part of the accumulated
losses of the Company.

KRAFZBAEHE K20164F
9R7H AN  BETHEE

BR17E F
BHEHFERES - +BRA
AT EBEBREECOIBTZE
BORKRBETROEHE—
B 45 B T (50.2078 7T 2 B 5
(T&HERHB1 - Bt XAR]
9,681,086,733M B TR M E
& B 5484,054,336 1% = A T E
0.20 T2 & HEIRD ©

Vi &=y
RABIRS RS BFHEERE
BITAFROBRRKRAF0.19
BT BEBTAMERNDZ
HEABERE 618 190.20% T
BB E E AR F AR /5 0.018 7T -
% % K484,054,336 /% B 31T
AN E ELERD
91,970,000/ 7T - B B # BR 58
EERAESHS XER ([XE
BT ) BbE A B S AR R R) 2 3P
D RETEE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

31.

SHARE CAPITAL AND RESERVES (Continued)
Notes: (Continued)

(1)

(i)

(i)

Capital reorganisation (Continued)

Share premium cancellation

As approved by the Grand Court, the entire amount of
approximately HK$1,272,710,000 standing to the credit
of the share premium account of the Company as at
30 June 2016 was cancelled and applied to set off part
of the accumulated losses of the Company as at 30 June
2016.

Authorised share capital cancellation

Immediately following the capital reduction and share
premium cancellation, all the existing authorised but
unissued shares were cancelled in their entirety.

Authorised share capital increase

The authorised share capital of the Company
was increased from HK$4,840,543.36 divided
into 484,054,336 shares of HK$0.01 each to
HK$500,000,000.00 divided into 50,000,000,000 shares
of HK$0.01 each.

Share Subscription

Completion of the Share Subscription took place on
11 October 2016 pursuant to which 3,125,000,000
subscription shares with par value of HK$0.01 each were
issued to Trillion Trophy, the controlling Shareholder,
at the subscription price of HK$0.08 per subscription
share. Accordingly, the Company’s issued share capital
was increased by HK$31,250,000 and its share premium
account was increased by HK$218,750,000. The
transaction costs related to the Share Subscription were
approximately HK$112,000.

Open Offer

Completion of the Open Offer on the basis of one
offer share for every two shares held by the qualifying
Shareholders after the completion of the capital
reorganisation at the subscription price of HK$0.08 per
offer share with par value of HK$0.01 each took place on
11 October 2016 pursuant to which 242,027,168 offer
shares were issued under the Open Offer. Accordingly,
the Company’s issued share capital was increased by
approximately HK$2,420,000 and its share premium
account was increased by approximately HK$16,942,000.
The transaction costs related to the Open Offer were
approximately HK$508,000.
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31.

BAREE(E)
Kz : (&)

(i

(i)

(i)

RAEH ()

R 175 (B it 8

RIE A SEBT BTt fE - R QA%
17 3% (B BR 12201656 A30H <
% E0# B #491,272,710,00078
LR ALK AR R R
201646 A30H 2 215 R =t &

1B

JETER AT

22 18 R S B R R B 0 e M8 A
% PBREEEEHARET
Z Wiy BB EGE o

2 E R A I

AN RQNAZAETEKRAXH
4,840,543.368 7T (D A
484,054,336 & ik m &
0.01B L Z2l’kHm) ®EME
500,000,000.00/% 7T (9 A&
50,000,000,000/% & % & &
0.01B T Z%m) °

B 172

B 1D R B B 20164108 11
HEMK Bit BERRBE
TR RE K H0.08/8 Tt & 1T
3,125,000,000% & i @ &
0.01B T2 RBRHG FERK
f& R Trillion Trophy ° & 1t -
AAElz BETRADEM
31,250,000/ 7T © M H B 5 %%
BERE #0218,750,000/8 JT °
BHREBHEARXZK AN A
112,000 7T °

REARE

A BB E D R2016%F10 711
B Bt ERBRAEAR
TEREBEREETREERD
0.08BTLNEERRREIFHE
R A% % 19 ) 2 2% — PR B & AR 1D
Z EAER1T242 027,168 B AR
HECOIB T ZEERM -
b RRRZEBITRAD
hn#92,420,0007% 7T - M E A& H
s (B BR B 32 11 4916,942,000/%
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

31.

SHARE CAPITAL AND RESERVES (Continued)
Notes: (Continued)

(iv) Conversion of convertible notes

During the year under review, CY Unconverted Note, UC
Unconverted Note and New CN (details of which are set
out in note 32) in principal amount of HK$112,500,000,
HK$120,000,000 and HK$150,000,000 were converted
into 274,390,243, 292,682,925 and 1,875,000,000
ordinary shares of the Company at a conversion price
of HK$0.41, HK$0.41 and HK$0.08 per conversion
share respectively. The transaction costs related to the
conversion of convertible notes were approximately

HK$7,000.

(v) All shares issued during the year rank pari passu with the

then existing shares of the Company in all respects.

(a) The Group

(i

)

(iii

(iv)

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.

Share premium — the application of the share
premium account is governed by applicable
regulations of the Cayman Islands.

Capital reserve — capital reserve represents the
waiver of amounts due to a shareholder.

Translation reserve - translation reserve
is arising from the translation of foreign
currencies in overseas subsidiaries from the
functional currency to the Group’s presentation
currency.

Convertible notes reserve — convertible notes
reserve represents the unexercised convertible
notes issued by the Company.
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31. BAEAERGEE(E)

Bt (&)

(iv)

v)

(a)

HBRATHRREE

R EEEFEE  X&&
%8112,500,000% 7T -
120,000,000 T &
150,000,000 - ZCY ™A &
EHimE® . O UCH KRB KB E
BRFAIBKREE (FEH
RHE32) ED Bl E B {E
B % AT B R 90,4178 T
0.418 T %0.08 B TE# A
274,390,2430% + 292,682,925
A% %2.1,875,000,0008% 7& A &) &
B B AT AR IR E R
SRR 4 57,0008 7T °
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A REH AL
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(i)
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)

(iv)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

31. SHARE CAPITAL AND RESERVES (Continued)

(b) The Company

e MWK

B 220176 H30H I FIZ

31. BAEAKHEE)
(b) E2AF

Contributed Share Capital ~ Convertible Accumulated
surplus premium reserve notes reserve losses Total
[
#ARE  ROEE  EREE  REERE  EiER ]
Notes
liria fl fi i
HK8'000 HK$'000 HK8'000 HK8'000 HK$'000 HK$'000
A7 FAT 7T 747 FAT 7T
At 1 July 2015, as previously - #2015%7 418
reported (RE2%) 201 1272710 6,510 12500 (1608834 (19491
Restatement of prior ENRTIEEYT
year's fiqures 7 = = = 120,000 = 120,000
At 1 July 2015, as restated  12015%7A18 (£&5]) 2,201 1,212,710 6,510 232500 (1,608,834) (74913
Total comprehensive FEE2AR A%
expense for the year - - - - (44,531) (44,531)
At 30 June 2016 12016%6A30H 22,201 1,212,710 6,510 232,500 (1,658,365) (119,444)
At 1 July 2016, as previously 7201657518
reported (B%2H) 201 1272710 6,510 112500 (1653365)  (239,444)
Restatement of prior year's ~ EXER|EEHT
figures 7 - - - 120,000 - 120,000
At30 June 2016, as restated 1201656730 (ZE71) 201 1212710 6,510 282500 (1693369 (119444)
Capital reorganisation hAEa - (12r,m0) - - 1,364,680 91,970
Issue of shares upon R AEREL TR
share subscription - 218,750 - - - 218,750
Transaction costs attributable (3328 2 X5 R A
to share subscription - (112) - - - (112)
Issue of shares upon AARERETRG
open offer - 16,942 - - - 16,942
Transaction costs AHREZRAHA
attributable to open offer - (508) - - = (508)
Recognition of equity EamARZE
component of convertble 2 &)
notes 32/} = = = 26,440 = 26,440
Issue of shares upon ERTRRZER
conversion of convertiole — Ef7R
notes - 358,787 - (268,940) - 99,847
Transaction costs attributable EHETAREE 7
to conversion of convertible R ZHA
notes - ] - - - (1)
Total comprehensive TEERARY 6%
expense for the year - - - - (102,268) (102,268)
At 30 June 2017 201756 A30R 22,201 593,852 6,510 - (390,953) 231,610

% ¥} ANNUAL REPORT 2017



112

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

31. SHARE CAPITAL AND RESERVES (Continued)

Notes:

(i) Contributed surplus — the contributed surplus represents
the excess of the fair value of the subsidiaries acquired
pursuant to the group reorganisation over the nominal
value of the shares of the Company issued in exchange
therefor. Under the Companies Law of the Cayman
Islands, the contributed surplus account is distributable
to the shareholders of the Company under certain

circumstances.

(i) Capital reserve — capital reserve represents the waiver of (i)

amounts due to a major shareholder.

(iif) Convertible notes reserve — convertible notes reserve (iif)
represents the unexercised convertible notes issued by

the Company.

32. CONVERTIBLE NOTES

Convertible notes reserves
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31. BAEAKHEE)
Hist -

i) BABRBR-—BABRBERES
EsAREEHRBARATE
HARFARXBMZENE R
AmMBETZRNEEMREZZE
B-BEASHESAEE A
RAEAEETERTABAR
IR SRR MR DK

BEARB-ELFBEERRE
M—REERRHA -

ABREERHEE - RRERE
WA R R PAEITZRITRE
HRRBE S
32. ABRKRRE

R RERE

HK$’000
FAET
At 1 July 2015 (restated) and 1 July 2016 20157 A18 (L&) &

(restated) 20167 A1H (K&E) 232,500
Equity component of convertible notes issued ERTARKRER ZERID 26,440
Conversion into ordinary shares B T AR (258,940)
At 30 June 2017 R2017566 A30H -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

32. CONVERTIBLE NOTES (Continued)

The principal terms of the convertible notes are as follows:
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32. HWBEREEE)
AR ER 2 E BIEREFI T ¢

Debt CN/ U-Continent CN/
CY Unconverted UC Unconverted
Note Note New CN
U-Continent
BETRRERE RREE
CYiH REHREE UCHH R RE FABRREE
Notes (i) (ii) (i)
Bt =
Maturity date 31 December 2016 31 December 2016 10 October 2019
g 2016412 A31H 2016412 A31H 20194 10A10H
Principal amount when issued HK$193,500,000 HK$175,000,000 HK$150,000,000
BIRASEHE 193,500,000/ 7T 175,000,000/ 7T 150,000,0007% 7T
Interest rate Zero Zero 2% per annum
il z z FH| 2%
Conversion price HK$0.41 HK$0.41 HK$0.08
EiRE 0.41%7T 0.417%7T 0.08%8 7T
Conversion period 5 February 2014 to 5 February 2014 to 11 October 2016 to
B0 HA 31 December 2016 31 December 2016 10 October 2019
2014F2HR58 & 2014F2A50 % 2016F10H11H
2016%F12 A31H 201612 H31H £2019F10H10H
Notes: B

On 20 December 2013, the Company and Mr. Yeung
agreed to capitalise the debt owed by the Company of
HK$193,500,000 to Mr. Yeung (which had been novated
from a subsidiary of the Company) by issuing a zero
coupon convertible note (the “Debt CN”). The Debt CN
is non-redeemable and could be converted to a total
of 6,450,000,000 ordinary shares of the Company at a
conversion price of HK$0.03 per conversion share. On
14 November 2014, the Debt CN of the principal amount
of HK$81,000,000 was converted into 2,700,000,000
ordinary shares of the Company at the conversion price
of HK$0.03 per conversion share. As at 30 June 2015,
the Debt CN in the principal amount of HK$112,500,000
was outstanding and remaining unconverted (the “CY
Unconverted Note”).

By a writ of summons dated 13 July 2015, the Company
and BCFC commenced legal proceedings against
Mr. Yeung under High Court Action No.1590 of 2015
claiming a total of more than HK$100,000,000 from
Mr. Yeung for various breaches of duties whilst he was a
director of the Company and BCFC.

(i)
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MR2013%E12 208 * KA A &
BB EHTE BBRETE
ZEABRBREER (BTG
e S DI~ I N | NN
R 5 % £ 2 & 193,500,000
BT (hEZEAARR MK
BAR) - EEAIBREREET
AIEE - WA LAEBEER
B4R B P 1D0.03E TE KR A S
$£6,450,000,000% A& A & ¥
B - 20145118148 -
7 4 4 %881,000,00078 7T Z &
KRR EEDRERES
A% AT #2 A% A% 19 0.0378 Tt R A
2,700,000,0000% /& R 7] & i@
B - M201566H30H K&
£ %8112,500,000/ 7T 2 (& 7]
BBRERAEREERHAES
B ([CYMABBRERE]) -

B H H R20155F7A18H 2
B <K AR RBCFCR
BREERREFAD2016FF
159057 iR HA BRI F > Hi5 T
PRI R R R BCFCH % HifA]
ERZEETAHRES LB
i8100,000,0007& 7T °
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

32. CONVERTIBLE NOTES (Continued)
Notes: (Continued)

(i)

(Continued)

References are made to the announcements of the
Company dated 14 March 2016, 6 June 2016 and the
Circular. On 8 March 2016, the Company, together
with BCFC, entered into a settlement agreement with
Mr. Yeung and Mr. Ryan Yeung (son of Mr. Yeung) (the
“CY Settlement Agreement”) pursuant to which, among
others, subject to and conditional upon the fulfilment of
the conditions precedent thereto (details of which are set
out in the section headed “Conditions precedent to the
CY Settlement Agreement” of the Circular), the Company
agreed to extend the maturity date of the CY Unconverted
Note from 4 February 2016 to 31 December 2016 or
to such other date as the parties to the settlement
agreement may agree in writing (with all the other terms
and conditions of the Debt CN remaining unchanged).

Pursuant to the terms and conditions of the Debt CN, the
initial conversion price of the Debt CN, being HK$0.03
per conversion share, would be adjusted to an adjusted
conversion price of HK$0.41 per share after taking into
account the effects of the share consolidation and the
Open Offer (details of the adjustments are set out in the
section headed “Adjustments to the Conversion Price of
the Existing Convertible Notes” of the Circular). Based on
the adjusted conversion price of HK$0.41 per conversion
share, a total of 274,390,243 shares would be issued
upon (i) the fulfilment of the conditions precedent as
stated in the section headed “Conditions precedent to
the CY Settlement Agreement” of the Circular; and (ii)
the full exercise of the conversion rights under the CY
Unconverted Note.

On 17 October 2016, the abovementioned conditions
precedent were fulfilled upon the resumption of trading
of the shares of the Company on the Stock Exchange.
In December 2016, CY Unconverted Note in the
principal amount of HK$112,500,000 was converted
into 274,390,243 ordinary shares of the Company at a
conversion price of HK$0.41 per conversion share (note
31(iv)).
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(i)

(%)

=2 It BR 1 AR R R 201643 A
148 %2016F6 H6H 2 A% LA
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ANA R EBCFCE 5 % £ & 15
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114 P 78 A 7] % 153 2 Bt 32 P i
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

32.

CONVERTIBLE NOTES (Continued)
Notes: (Continued)

(i

On 5 February 2014, the Company issued a zero coupon
convertible note (the “First CN”) of principal amount
of HK$50,000,000 to U-Continent Holdings Limited
(“U-Continent”). On 21 February 2014, the First CN of
the principal amount of HK$10,000,000 was converted
into 333,333,333 ordinary shares of the Company at
the conversion price of HK$0.03 per conversion share.
In February and April 2014, the Company issued a zero
coupon convertible note (the “Second CN”) (the First
CN and the Second CN, collectively the “U-Continent
CN”) in two tranches of aggregate principal amount of
HK$125,000,000 to U-Continent. The first tranche of the
Second CN of principal amount of HK$105,000,000 was
issued on 5 February 2014 and the second tranche of
the Second CN of principal amount of HK$20,000,000
was issued on 14 April 2014. On 9 October 2014, the
Second CN of the principal amount of HK$45,000,000
was converted into 1,500,000,000 ordinary shares of
the Company at the conversion price of HK$0.03 per
conversion share. As at 30 June 2015, the First CN
and the Second CN of aggregate principal amount
of HK$120,000,000 was outstanding and remaining
unconverted (the “UC Unconverted Note”).

Reference is made to the announcement of the Company
dated 21 July 2015. On 21 July 2015, the Company
had instituted legal proceedings against U-Continent in
connection with alleged misrepresentations made by
U-Continent in relation to the agreements of the First CN
and the Second CN entered into between the Company
and U-Continent (collectively, the “Agreements”) under
which U-Continent subscribed convertible notes of
aggregate principal amount of HK$175,000,000 issued
by the Company. By a letter to U-Continent dated 20 July
2015, the Company rescinded the Agreements and on 21
July 2015 issued a writ of summons against U-Continent
under High Court Action No. 1648 of 2015 claiming for
loss and damages suffered by the Company as a result of
the alleged misrepresentations.
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U-Continent Holdings Limited
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

32. CONVERTIBLE NOTES (Continued)
Notes: (Continued)

(i

(Continued)

As a result of the above legal action, the Company had
classified the UC Unconverted Note of the principal
amount of HK$120,000,000 as an amount due to
U-Continent and was included as borrowings in the
Company’s financial statements of the prior financial
periods.

References are made to the announcements of the
Company dated 26 April 2016, 6 June 2016 and the
Circular. On 12 April 2016, the Company entered into
a settlement agreement with U-Continent pursuant to
which, among others, subject to and conditional upon
the fulfilment of the conditions precedent thereto (details
of which are set out in the section headed “Conditions
precedent to the UC Settlement Agreement” of the
Circular), the Company agreed to extend the maturity date
of the UC Unconverted Note from 4 February 2016 to 31
December 2016 or to such other date as the parties to
the settlement agreement may agree in writing (with all
the other terms and conditions of the U-Continent CN
remaining unchanged).

Pursuant to the terms and conditions of the U-Continent
CN, the initial conversion price of the U-Continent
CN, being HK$0.03 per conversion share, would be
adjusted to an adjusted conversion price of HK$0.41
per conversion share after taking into account the
effects of the share consolidation and the Open Offer
(details of the adjustments are set out in the section
headed“Adjustments to the Conversion Price of the
Existing Convertible Notes” of the Circular). Based on
the adjusted conversion price of HK$0.41 per conversion
share, a total of 292,682,925 shares would be issued
upon (i) the fulfilment of the conditions precedent as
stated in the section headed “Conditions precedent to
the UC Settlement Agreement” of the Circular; and (ii)
the full exercise of the conversion rights under the UC
Unconverted Note.

On 17 October 2016, the above mentioned conditions
precedent were fulfilled upon the resumption of trading of
the shares of the Company on the Stock Exchange.

In October 2016, the UC Unconverted Note in the
aggregate principal amount of HK$120,000,000
was converted into 292,682,925 ordinary shares of
the Company at a conversion price of HK$0.41 per
conversion share (note 31 (iv)).

As a result of the above, the amount of HK$120,000,000
has been reclassified from borrowings to convertible
notes reserve as from 1 July 2015.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

32. CONVERTIBLE NOTES (Continued)
Notes: (Continued)

(iii) On 11 October 2016, the Company issued convertible (iii)
notes (the “New CN”) with a principal amount of
HK$150,000,000, convertible into 1,875,000,000 ordinary
shares of the Company at a conversion price of HK$0.08
per conversion share for setting off against the drawn
down amount of the term loan facility provided by Trillion
Trophy to the Company. The New CN would be matured
on 10 October 2019 and were interest bearing at 2% per

annum.

The effective interest rate used to estimate the liability
component of the New CN is 8.7% per annum.

In October and December 2016, the New CN in principal
amount of HK$100,000,000 and HK$50,000,000 were
converted into 1,250,000,000 and 625,000,000 ordinary
shares of the Company at a conversion price of HK$0.08
per conversion share respectively ((note 31(iv)). The fair
value of the New CN issued had been split between the
liability component and equity component as follows:
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R2016F108 K12A » &
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HK$’000
FET
Fair value of New CN issued BETHASMKRERAFE 150,000
Equity component T 2 2B 17 (26,440)
Liability component at the date of issue RETHBHZBERH 123,560
Interest charged for the year ended 30 June BRAEBFENEB. 7%t H
2017 calculated at an effective interest HE2017F6A30H LFEZ
rate of 8.7% per annum (note 10) MEBFAZ (HaE10) 982
Interest paid for the year ended HZE2017F6H30H EFE 2
30 June 2017 EAFLE (274)
Conversion of New CN BT R R R (124,268)

Liability component at 30 June 2017

A201756H30H 2 & &3 17 =
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

33.

34.

PLEDGE OF ASSETS

As detailed in note 29 to the consolidated financial
statements, during the year and up to 18 May 2017, the
loan facility from Trillion Trophy was secured by () a first
fixed legal charge over the property owned by BCFC; (i) a
first floating charge over all assets, goodwill, undertaking an
uncalled capital, both present and further granted or to be
granted by BCFC in favour of Trillion Trophy; and (iii) a first
fixed charge over all books and other debts, both present
and further granted or to be granted by BCFC in favour of
Trillion Trophy. On 18 May 2017, the Company and Trillion
Trophy agreed, among others, that the above security shall no
longer be required for the loan facility and, on the same day,
Trillion Trophy executed a deed of release in relation to the full
discharge and release of the above security.

In addition, certain bank credit facilities made available to
BCFC were secured by a fixed charge over a specific bank
deposit account of BCFC held with the bank. As at 30
June 2017, the balance on this bank deposit account was
GBP800,000 (equivalent to approximately HK$8,124,000)
(2016: GBP800,000 which was equivalent to approximately
HK$8,312,000).

COMMITMENTS
Operating lease arrangements
The Group as lessee

The Group leases certain premises and motor vehicles under
operating lease arrangements. Leases are negotiated for a
term ranging from two to ninety-nine years. The Group does
not have an option to purchase the leased assets at the
expiry of the lease period. At the end of the reporting period,
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the Group’s total future minimum lease payments under HERBASEENT :
non-cancellable operating leases are as follows:

2017 2016
20175 20164
HK$’000 HK$’000
FET FET
Within one year —FR 10,247 2,856
After one year but within five years —FREREFNRN 16,921 4,592
After five years hFE 64,403 66,769
91,571 74,217
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

35.

CONTINGENT LIABILITIES

At 30 June 2017, the Group had the following contingent
liabilities:

(a)

(b)

Player transfer costs

Under the terms of certain contracts with other
football clubs in respect of player transfers, additional
player transfer cost would become payable if certain
specific conditions are met. The maximum amount
not provided that could be payable in respect of the
transfers up to 30 June 2017 was approximately
HK$98,818,000 (equivalent to approximately
GBP9,731,000).

Litigation: High Court Action No. 1099 of 2013

On 9 May 2013, Mr. Lee Yiu Tung (“Mr. Lee”), a
former executive director, filed a claim with the Labour
Tribunal of Hong Kong against the Company for,
among others, unpaid wages, wages in lieu of notice
and expenses allegedly paid by him on behalf of the
Company for a sum of approximately HK$1,484,000.
The Company made a counterclaim against
Mr. Lee on 8 October 2013 in respect of, among
others, wages paid to him in the aggregate sum of
HK$240,000 for the months from July to October
2012 and reimbursement of out-of-pocket expenses
paid by the Company to him during 2010 to 2012 to
taling approximately HK$2,000,000 for business and
projects not related to the Company. On 4 June 2013,
the Labour Tribunal of Hong Kong made an order to
transfer the case to the High Court.

At the case management conference on 27 September
2017, the High Court ordered that (i) Mr. Lee shall take
out application to amend the statement of claim by 18
October 2017, if so advised, and (ii) any interlocutory
application by the parties shall be taken out by 3
January 2018. The next case management conference
is scheduled to be held on 8 March 2018.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

36.

RELATED PARTY TRANSACTIONS AND BALANCES

(a)

(b)

As detailed in note 29 (i) to the consolidated financial
statements, Trillion Trophy provides a term loan facility
of up to HK$212,813,600 to the Company. The loan
facilities bears interest at a rate of 8.0% per annum.
On 18 May 2017, the Group and Trillion Trophy agreed
to reduce the interest rate from 8.0% per annum to
3.0% per annum with effect from 1 January 2017.

During the year ended 30 June 2017, the Group
recorded interest on the loan amounted to
HK$5,340,000 (2016: nil).

As at 30 June 2017, the outstanding principal
amount and interest payable to Trillion Trophy were
approximately HK$39,114,000 and approximately
HK$13,153,000 respectively.

On 21 December 2016, the Company entered into a
facility agreement (the “Revolving Facility Agreement”)
with Trillion Trophy in respect of the provision of a
revolving loan facility up to HK$250 million for the
period commencing 21 December 2016 and ending
on the earlier of 31 December 2018 and the date on
which the facility is cancelled or terminated pursuant
to the Revolving Facility Agreement (or other date as
agreed between the Company and Trillion Trophy)
(the “Revolving Facility”). As at the date of this report,
a total of HK$22 million has been drawn from the
Revolving Facility. For details of the Revolving Facility,
please refer to the announcement of the Company
dated 21 December 2016.

Key management compensation

The key management personnel of the Group
comprises the directors of the Company only. Details
of compensation of directors are included in note 13
to the consolidated financial statements.

e MWK

B 220176 H30H I FIZ
36. BEAIXRZREH
(a) W AR A B IR R MR

(b)

29()F &£ ! + Trillion Trophy
BREARARIRE —££5mE
212,813,600/ 7L 2 B HAE &K
BE - ZERBMEZFNEE
8.0% o H201745H8181 -
A & KTrillion Trophy[R &
1% Fl & /B 4F 51 £8.0% 7 & F
F%3.0% ' F201741 A1H
R -

H E2017F6H308 Ik F
E AEEESERFE
5,340,000/ 7T (20164 :
) o

MR2017%€6 A30H « E I
Trillion TrophyZ KEEAE
X F| B 5 B #139,114,000/%
7T % #913,153,000/8 7T °

R2016%F 12218 * A A
T B Trillion Trophy%sz] @t &
B ((BRBEHBZE]
BAQRRE—SFHaE
250,000,000 T Z fBIR &
HEE - B NEI BH20165F12
H21H # H £2018%F 12 31
H s iR 5 16 3R B & 17 a BUH
SRIEFMEER (AR A
EATrillion Trophyffr A & &9 H
B H) I (ARE & B %)
([BERME]) -REAHEH
HE BEREDIRRA X
22,000,000/ 7T ° B R 18 IR
MEZFIE F2HAHA
2016F 128218 2 AR A A

=i

TEEEEMSE
AEEFEEREKRKEEBE
ARAEE - EEMEZFIB
VARG MR ME13

BIRMINGHAM SPORTS HOLDINGS LIMITED A BH 82 5= A R A =



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

37.

EVENTS AFTER THE REPORTING PERIOD

Other than disclosed elsewhere in the consolidated financial
statements, the Group has the following events after the
reporting period:

Acquisition of Land Use Right, Construction of Building
and Acquisition of Properties in Cambodia

Reference is made to the announcement of the Company
dated 30 June 2017. Orchard Gold Limited (“Orchard Gold”),
a wholly-owned subsidiary of the Company, entered into
an equity sale and purchase agreement on 30 June 2017
(the “Equity SPA”), pursuant to which Orchard Gold has
conditionally agreed to purchase and Ever Depot Limited
(“Ever Depot”), a wholly-owned subsidiary of Graticity Real
Estate Development Co., Ltd. (“GRED”), has conditionally
agreed to sell the entire issued share capital of Celestial
Fame Investments Limited (the “Target Company”) at the
consideration of approximately US$9.7 million (the “Equity
Consideration”) (equivalent to approximately HK$75.5 million)
(the “Equity Acquisition”).

As at the date of the Equity SPA, a wholly-owned subsidiary
of the Target Company (“Celestial Fame”) and GRED entered
into a long term lease agreement, pursuant to which GRED
has agreed to lease a parcel of land with a net area of
approximately 1,200 sg.m. at Phnom Penh, Cambodia (the
“Land”) to Celestial Fame at the total rent of US$3.0 million
(equivalent to approximately HK$23.3 million). Moreover,
upon completion of the transaction contemplated under the
Equity SPA, Celestial Fame shall enter into the construction
contract with GRED (the “Construction Contract”) regarding
the design and construction of a building for commercial and
educational use on the land under the supervision of GRED
at a total consideration of approximately US$4.4 million (the
“Construction Consideration”) (equivalent to approximately
HK$34.2 million).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 30 June 2017

37.

EVENTS AFTER THE REPORTING PERIOD (Continued)

On 30 June 2017, Deep Blue Trade (Cambodia) Co., Ltd.
(“Deep Blue”), a wholly-owned subsidiary of the Company,
and GRED entered into a properties sale and purchase
agreement (the “Properties SPA”), pursuant to which Deep
Blue has conditionally agreed to purchase and GRED has
conditionally agreed to sell the properties which comprise
(i) portion of a 2-storey commercial podium with saleable
area of approximately 4,456 sq.m. and (ii) 48 residential
apartments at One Park, a property development project
developed and owned by GRED at Phnom Penh with
total saleable area of approximately 4,680.64 sg.m. at the
aggregate consideration of approximately US$26.2 million
(the “Properties Consideration”) (equivalent to approximately
HK$203.8 million).

The Equity Consideration, the Construction Consideration
and the Properties Consideration in the aggregate amount of
approximately US$40.3 million (equivalent to approximately
HK$313.5 million) shall be satisfied by the issue of in
aggregate 2,086,551,000 new shares of the Company at an
issue price of HK$0.15 per share.

The Equity SPA, the Construction Contract and the Properties
SPA and the transactions contemplated thereunder are
subject to the approval of the Shareholders. As at the date
of approval of these consolidated financial statements, the
transactions contemplated thereunder have not yet been
completed.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

For the year ended 30 June 2017

38.

STATEMENT OF FINANCIAL POSITION OF THE

COMPANY AS AT 30 JUNE
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38. ZARAQTHR6HA30H =z BB MRE

2017 2016
20175 20164
HK$’000 HK$’000
FET FET
(Restated)
(BE7)
Non-current assets kRBEE
Property, plant and equipment M - WE R 5 72
Total non-current assets ERBEEBE 5 72
Current assets REBEE
Deposits, prepayments and other Ze  BRNFER
receivables E 1 W 5008 915 474
Amounts due from subsidiaries NG E ] 311,823 165,925
Bank balances and cash IRITHEBR LIRS 56,850 657
Total current assets MENE E BT 369,588 167,056
Current liabilities A R=Ri
Accruals and other payables JE 5T 3R IE I H e 5 3R 15,395 22,626
Amounts due to subsidiaries FEAST BT /B A R ZR B 20,542 6,052
Amounts due to former directors e Al E F FUE - 10,769
Borrowings =8 39,114 -
Total current liabilities mB RGBS 75,051 39,447
Net current assets REEEFE 294,537 127,609
Total assets less current liabilities ZEEAERABARG 294,542 127,681
Non-current liabilities ERBEE
Borrowings =E N - 150,314
NET ASSETS/(LIABILITIES) BE/(BEB) RE 294,542 (22,633)
Capital and reserves BEAXRFEE
Share capital fi& 7% 62,932 96,811
Reserves 1 231,610 (119,444)
TOTAL EQUITY/(CAPITAL ERBE
DEFICIENCY) (B A& 4D 294,542 (22,633)
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FIVE-YEAR FINANCIAL SUMMARY

FEMBHRE

For the year ended 30 June

BZ6H30BLEE
2017 2016 2015 2014 2013
Results EY | 20175 20164 20154 20144 20134
HK$°000 HK$:000 HK$'000 HK$'000 HK$'000
FET FET FET FET FHET
(Restated) (Restated) (Restated) (Restated)
(BE7) (&) (iE5) (mE7)
Revenue Yezs 172,950 169,333 253,584 253,227 294,497
Loss before taxation B HAE R (207,106) (60,029) (7,879) (139,549) (107,087)
Income tax Frisfinge,/
credit/(expenses) (AZ) 24,528 255 3,471 (21,032) 4,944
Loss for the year AEEER (182,578) (59,774) (4,408) (160,581) (102,143)
Loss for the year [EIEAEEEE
attributable to:
Owners of the Company ~ AAFHEA A (177,712 (58,574) (4,161) (157,430) (100,315)
Non-controlling interests JEFE R AR (4,866) (1,200) (247) (3,151) (1,828)
(182,578) (59,774) (4,408) (160,581) (102,143)
At 30 June
R6A30H
Assets and liabilities BERER 2017 2016 2015 2014 2013
201745 20164 20154 20144 20134
HK$’000 HK$:000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
(Restated) (Restated) (Restated) (Restated)
(fE751) (fEE31) (fe=351) (fE=51)
Total assets BELE 525,699 374,537 404,085 526,392 464,961
Total liabilities BELE (229,593) (308,643) (237,888) (339,083) (545,785)
Net assets/(liabilities) BE/ (AE)F8 296,106 65,894 166,197 187,309 (80,824)
Equity/(capital deficiency):  fE{EH#E %/
(BXREH):
Owners of the Company ARG HE A 300,774 65,534 163,274 183,577 (81,084)
Non-controlling interests ~ FFHER AR R (4,668) 360 2,923 3,732 260
296,106 65,894 166,197 187,309 (80,824)

BIRMINGHAM SPORTS HOLDINGS LIMITED A BH 82 5= A R A =



Birmingham Sports Holdings Limited
BERRBEERERAA

31/F., Vertical Sq, No. 28 Heung Yip Road,
Wong Chuk Hang, Hong Kong
BEEMTNEEE28EHE3112

Tel EFE: (852) 2548 2928

Fax E&: (852) 2548 2782

Website #E: www.bshl.com.hk
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