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Management Discussion and Analysis

BEEENWE DN

On behalf of the board of directors (the “Board”) of China
Environmental Resources Group Limited (the “Company”), | am
pleased to present the Annual Report 2026 and the audited
consolidated financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year
ended 30 June 2026.

BUSINESS AND OPERATION REVIEW

The Group is currently engaged in metal recycle business, motor
and motor accessories business, car parking spaces rental, money
lending business and securities trading and investment business.
The Group also maintains the green businesses of research,
development and application of technologies and solutions,
manufacture, sale and trading of products, materials, systems and
services for green market segments including the environmental
markets, agricultural markets, organic markets and green
technology markets in the People’s Republic of China (the “PRC")
and overseas. The Group has its own information technology
("IT™) business in cloud infrastructure, custom software, and Al-
powered education platforms for businesses and educational
institutions and has also a hotel leasing business in Nepal. The
Group has resumed its metal recycled business with focus on rare
earth materials, especially permanent magnet. The Group has been
continuing to explore new business opportunities for corporate
development and dedicates to develop sustainable current
business.

Investment Properties

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

In PRC

The Company holds 80% interest of an investment property in
PRC which are industrial developments with land lot numbers of
1914130300339 and 1914130300340, located at Longchuanzhou,
Renzhou Village, Shatian, Dongguan City, Guangdong Province.
The industrial developments comprise two parcels of land with a
site area of about 68,276.56 sgq.m. (or about 734,928.89 sq.ft.)
and various buildings and ancillary structures erected thereon. The
property has a total gross floor area of approximately 2,598.80
sgq.m. (or about 27,973.48 sq.ft.). The land use rights of the
property have been granted for separate terms expiring on
15 February 2044 and on 10 May 2044 respectively for industrial
use.

An area of approximately 4,059 sq.m., representing approximately
5.61% of the area of our industrial development was resumed by
the Dongguan City government authority due to a new town
zoning plan. A compensation of approximately RMB4.3 million was
paid and received by the Group during the year.
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Management Discussion and Analysis

As a result of the breach of the purchaser to complete the
purchase of the entire equity interest of the subsidiary which
holds 80% interest of the PRC investment property pursuant to a
series of agreements, during the year the Company forfeited
deposits in an aggregated amount of HK$11.8 million as agreed
liquidated damages. For details, please refer to announcements
dated 31 March 2023, 2 May 2023, 5 December 2023,
9 December 2024, 23 December 2024, 3 January 2025 and
11 August 2025, and the second to fifth paragraphs under
“Investment Properties” of the “Management Discussion and
Analysis” of the 2025-26 Interim Report.

In Hong Kong

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

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

The car parking spaces continued to provide a stable revenue and
cash flow to the Group. For the year ended 30 June 2026, rental
income recorded at approximately HK$3,827,000 (2025:
approximately HK$3,528,000).

Biological Assets

By way of a forestry management and undertaking agreement
which had been supplemented by subsequent supplemental
agreements, transfer agreements and confirmation letter
(“Undertaking Agreement”), the Group through its wholly-owned
subsidiary still maintained timber cutting right of trees over a
plantation land of approximately 30,000 mu (Chinese Mu) in
Shihezi City, Xinjiang (the “Plantation Land"”) for a period of 30
years commencing on 1 July 2008.
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Management Discussion and Analysis
EEENWR DN

Recently, the Company engaged lJingtian & Gongcheng Law Firm
(“Jingtian”) which is a highly reputable law firm in PRC and
produced a comprehensive legal due diligence report on our
forestry right project with The 142nd Regiment of the Eight
Division of Xinjiang Production and Construction Corp (“142
Regiment”). To complete the legal due diligence, the legal team
which composed of a partner and a senior consultant who has
vast experience in forestry matters conducted a field trip to
Shihezi and visited the Shihezi Forestry and Grassland Planning
Bureau, the Shihezi Real Estate Registration Bureau, and 142
Regiment and conducted an on-site inspection of the forestry
base. Separate meetings, interviews and discussions were done
with the Party Secretary and Political Commissar of the 142
Regiment, the 142 Regiment Commander and Shihezi Government
Representative and Director of the Real Estate Registration Centre.
The legal team also reviewed over 30 documents. Jingtian
concluded that the Undertaking Agreement is legally validly
subsisting. The 142 Regiment Commander confirmed at the
meeting that the Undertaking Agreement and all related accords
should remain in full force and effective and not be rescinded.
Jingtian also concluded that under the Undertaking Agreement,
the Group possesses multiple powers that all fall within the
statutory right to use forest trees. Hence, these rights in and
control of operation at the Plantation Land are of potential to
produce economic benefit and are asset of the Group of which its
fair value should be measured.

The Company engaged CNBM Geological Engineering Exploration
Academy Co. Ltd. ("CNBM"), who is an independent professional
forestry surveying with relevant experience and expertise in
relation to forestry surveying to conduct an independent
professional forestry surveying over the standing timbers on
plantation land. Based on their independent physical forestry
surveying works, CNBM's #K #b #f #k & JR20265F £ A & i &
reported on certain physical attributes of the standing timbers on
plantation land as described below, that provides basis and inputs
in determining the fair value of the biological assets.

Hence, these rights in and control of operation at the Plantation
Land are of potential to produce economic benefit and the
amount is an asset to the Group of which we are obligated to
measure its fair value under the Hong Kong Accounting Standard
41 Agriculture at the end of each reporting period.

In the process of valuing the biological assets planted at the
Plantation Land, Colliers Appraisal and Advisory Services Co., Ltd.
("Colliers”) adopted the Market-Based Approach to estimate the
fair value of the biological assets. Discussion of the valuation
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Management Discussion and Analysis

process and results had been made between the management of
the Company and Colliers in respect of the valuation as at end of
the reporting date. The fair value of the biological assets was
computed using the formula:

The fair value of biological assets = (total volume of standing
timbers x recovery rate) x market price of timber — cutting cost +
scrap sale income.

According to MM E JR20265F E FAE R L prepared by CNBM,
stratified random samplings have been applied in order to
estimate the total volume of standing timbers on the Plantation
Land based on the “Dual stumpage volume table for plain area
artificial poplar forests of Xinjiang (G138 F /R B A T =T K
#F&5R) DB65/T2283-2005". During each sampling process, whole
plantation land of 30,000 mu was divided into 3,824 sampling
areas and 524 sampling areas were selected. CNBM confirms that
this sampling selection approach and steps represent the fair and
unbiased approach to survey the conditions and volume of the
standing timbers for the entire plantation land.

CNBM also confirms that the above surveying methodology is the
most reasonable, fair and objective methodology and approach to
estimate the total volume of the standing timbers.

The following inputs have been adopted in this valuation based on
the opinions as stated in #Rih 15 A & JR2026F [ B E W E
prepared by CNBM:

o Total volume of standing timbers = 459,906 m?
° Recovery rate = 80%

o Cutting cost = 6% of revenue

o Scrap sale income = 3.5% of revenue

Besides, we have also:

. assessed the valuation techniques;
o verified all major inputs to the independent valuation reports;
o held discussions with the independent valuer on the valuation

basis, processes and results; and

o held discussions with the relevant personnel who are
responsible to the standing timbers on Plantation Land, if
appropriate.
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Management Discussion and Analysis
BEERBENR®RR DN

The management of the Company has also participated in the
discussions with the relevant personnel who are responsible to the
standing timbers on plantation land.

Colliers confirms that the above valuation is the most appropriate
and objective methodology and approach to ascertain the total
volume of standing timbers on the entire area of the Plantation
Land without any significant bias.

The above valuation methodology and approach is consistent with
the Company adopted in prior years.

Details of the above are set out in Note 20 to the consolidated
financial statements.

With reference to the total volume of standing timbers estimated
by CNBM and also observable market price of timber of similar
pieces in the PRC which was based on the independent market
research conducted by Colliers, the adopted market price was
RMB460 per cubic meter and thus, Colliers determined the fair
value of the Group’s biological assets of RMB165,014,000 as at
30 June 2026. To determine how the different values of an
independent variable would impact a particular dependent variable
under a given set of assumptions, Colliers carried out sensitivity
analysis on the fair value of the biological assets in respect of the
recovery rate and adopted market price. The results of the
sensitivity analysis are as follows:
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Absolute Change in Recovery Rate

Applied Recovery Rate

Fair Value of the Biological Asset

R R EEHE Fit A R W 3 EHMEEARE
(RMB)
AR®)
+10% 90% 185,641,000
+5% 85% 175,328,000
+0% 80% 165,014,000
-5% 75% 154,701,000
-10% 70% 144,387,000

% change in Adopted Market Price Applied Market Price

Fair Value of the Biological Asset

PR EEE % Fii e R i B EMEELARE
(RMB/m?) (RMB)
(BIBTRKAR®) (ARH)
+10% 506 181,516,000
+5% 483 173,265,000
+0% 460 165,014,000
~5% 437 156,763,000
-10% 414 148,513,000
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Management Discussion and Analysis

Fair value of the biological assets is mainly affected by the total
volume of standing timbers and market price of the poplar tree
timbers. Despite the natural growth of the poplar trees, total
volume of standing timbers decreased 555 cubic metres from
460,461 cubic metres of last financial year end to 459,906 cubic
metres at this financial year end, representing a decrease of
0.12%. Reason for the volume decrease is the Plantation Land
continued to face issues including water shortages, soil
degradation and ecosystem deterioration. In addition, market price
of poplar tree timber fell from RMB481 per cubic meter of last
financial year end to RMB460 at this financial year end,
representing a decrease of 4.4%. The fair value is also affected by
the appreciation of Renminbi value against Hong Kong dollars. For
cost control reason, the Group has not appointed Plantation Land
maintenance operator since July 2018 and yet to devise
appropriate valued and economically viable plan to optimise the
use of the biological assets. The Group recorded an increase to
approximately HK$190,376,000 (2025: approximately
HK$189,080,000) in the fair value of the biological assets. The
increase is mainly attributable to the appreciation of the
Renminbi.

The actual fair value of poplar tree of biological assets in RMB as
at 30 June 2026 amounted to approximately RMB165,014,000
(2025: approximately RMB172,756,000). The Group considers that
such fair value change is non-cash in nature and will not have
effect on the cash flow and business operation of the Group.

During the financial year ended 30 June 2026, the Group
recognised aggregate net gains arising from the major non-current
assets of approximately HK$9,368,000 (2025: net losses
approximately HK$25,592,000). This represents the combined
effect of the amortisation of intangible assets, the loss arising
from changes in fair value less costs to sell of biological assets and
fair value gain on investment properties (2025: loss).

Operating Rights

The operating rights relate to the favorable aspect of the right to
use and operate the plantation land of a subsidiary of the
Company. The subsidiary was acquired in the year ended 30 June
20009.
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Management Discussion and Analysis
BEERBENR®RR DN

Jingtian concluded that the duration of 30 years with effect from
1 July 2008 granted under the Undertaking Agreement remains
intact. Since the Group’s rights under the Undertaking Agreements
are able to produce potential economic benefits and control of
operation rights relative to the Plantation Land, the amount shall
be classified as intangible assets of the Company which is
amortised using straight-line method over the remaining lease term
and the remaining useful life is 12 years (2025: 13).

With reference to the valuation conducted by AP Appraisal
Limited, an independent professional valuer, the recoverable
amount of the Group's operating rights is higher than its carrying
amount and no impairment has been recognized during the year
ended 30 June 2026. The recoverable amount has been
determined on the basis of the value in use by using income
approach and adopting the cost-saving method (level 3 fair value
measurements). Cost savings method is one of the common
valuation methods outlined in the IVS. The proposition that costs
savings can be properly accounted for as income is supported by
the following papers published by the International Valuation
Standards Committee. Both (i) IVS 105: Valuation Approaches and
Methods at Section 40.1; and (ii) IVS 210: Intangible Assets at
Section 60.1 and Section 60.22. set out the details of the cost
savings method. The saving of concession fee is the difference
between market concession fee under the current conditions and
situation of the woodland and the agreed concession fee of the
Company, i.e. the favourable aspect of the right to use and
operate the plantation land. This valuation based on cost saving is
adopted since the initial date of acquisition of the Ample Rich
Group till to the year ended 30 June 2026.

The discount rate used was 16.0% (2025: 15.6%).

The above valuation methodology and approach is consistent with
the Company adopted in prior years.

- 10 China Environmental Resources Group Limited
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Intangible Assets on RZZEZRFEA=1TH BEEEAR
BZHBRESIFOT :

The sensitivity analysis of the fair value of
30 June 2026 is as follows:

Sensitivity analysis Market Concession Fee (RMB/Mu/Year)

BBEES TERFEEEE (AR B/ )
340 330 320 310 300
Discount rate TR X 1.0% 17.0% 54,900,000 53,300,000 51,600,000 50,000,000 48,400,000
0.5% 16.5% 55,900,000 54,200,000 52,600,000 50,900,000 49,300,000
0.0% 16.0% 56,900,000 55,300,000 53,600,000 51,900,000 50,200,000
-0.5% 15.5% 58,000,000 56,300,000 54,600,000 52,900,000 51,200,000
-1.0% 15.0% 59,100,000 57,400,000 55,600,000 53,900,000 52,200,000

Details of the above are set out in Note 21 to the consolidated

financial statements.
Plantation Sales Business

Source of the plantation sales business is the poplar trees at the
Plantation Land. There was no timber cutting activity and, hence,
for the year ended 30 June 2026, there was no revenue
generated from the plantation sales business (2025: Nil).

The Group continues to work prudently to find the best possible
use of the biological assets and will cautiously evaluate the actual
economic return alongside with comprehensive analysis of all risks
and uncertain factors before making any investment decision.

ERFBER AP FHRRME21 -

BHESAEEXD

ETﬁiﬁ’%%ﬁ%ﬁEETﬁMiﬂE’]EITﬁﬁ £
RITEKARES B RE = —ARF
NAZTHIEFE - Eiﬁf%%%ﬁl&ﬁ?
HWH(ZE-_REF  HE)-

AEEEEERSRAEANEENREE
o WA EEFGEERKLELDR LMSZEA
B AEAATIR B R E AT 2 E 2 7 AT A Ak &
THEERZE -

Metal (Rare Earth Materials) Recycle And Processing 2B (HIHE) DRI ¥R
Business
The Group completed the acquisition of 90% equity interest in  AEBR T - FHF+ = A AW HE )l

Sichuan YLS Renewable Resources Limited (P9)IJ7 3% I8 {3 £ &R
BBR2AF]) ("YLS”) in December 2025. This acquisition marks a
profound transformation of the Group’s metal recycling business
and a strategic upgrade of the Group’s resource recycling

o HEﬁiéfﬁﬁEE Al ([JR#EE]) 90%
Pt - RRWBEZEAEERELD M E
TR A E R T K & B &R B WX 0B
BRFTARL - SRR REE — FEER L X

operations and opened the door for the Group to step further into  HJHE th{BIHIT R K9 - Rz 30 - R %
other areas of rare earth business. In this segment, YLS is the sole  JIB & M — ) & 48 £ B2 - 1% 1451 #=ET IR HEE
performer. In terms of revenue, with only approximately six {E&#) /A KL ELE i‘%iﬁﬁﬁﬁﬁ

months operating results,
segments of the Group.

YLS outperformed other business

For the year ended 30 June 2026, the Group recorded a
substantial increase in revenue from metal recycle business with a
total of approximately HK$94,196,000 (2025: approximately
HK$2,831,000).

TRRFEEREEFR QG

SEEMEB AL -

a:t /\Eﬁ/\ﬂ ‘f’EHJ:ifh ZJSE
lﬁ-ﬁé%@%%ﬁku& Maai- =
%) /94,196,000 t(=Z T = 7 F: O
2,831,000 7T) ©
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YLS, a company incorporated in the PRC with limited liability, is
principally engaged in the recycling of renewable and recyclable
resources, with focus on new energy rear tyre components which
generate mainly reusable rare earth permanent magnets associated
with reusable copper, aluminium and rubber. YLS’s focus is on
reusable rare earth permanent magnets. After extracting, they are
either sell on the market or re-processed to restore their magnetic
level before putting them back into the market. Hence, YLS's
business involves not just recyclable extraction but also rare earth
materials processing.

YLS also conducts research and development. It has established a
deep industry-university-research partnership with professor Xu
Jinyong (R & B#IX) of Guilin University of Electronic Technology
(EME TR KE). The partnership centres around with YLS
defines industrial pain point and the university delivers technical
solution. The joint team is developing key technologies for full-
process intelligent disassembly of retired permanent magnetic
motor, addressing industrial challenges such as low disassembly
efficiency and material loss and build a systematic framework
spanning gradient dysprosium diffusion, non-destructive magnetic
steel restoration, and smart disassembly equipment. The
partnership gains positive results and delivery of an automated
disassembly and recycling line for e-motorcycle rear wheels will
soon be materialised. The partnership has submitted 4 national
invention patent applications covering smart disassembly
equipment, green hydrometallurgy recycling and high-value
material utilisation. Three patents have been granted. They are
being (i) a hub motor magnetic steel recycling and disassembly
device (patent no. CN121193039B); (ii) method for preparing
high-coercivity magnetic powder from recycled NdFeB material
liquid (patent no. CN122245955A); and (iii) green recycling
method for shaped NdFeB magnetic steel (patent no.
CN122428124A). Parent no. CN121571960A titled integrated hub
motor disassembly machine has been published.

Upon the co-developed automated production line integrating
designed conveyors, robotic arms and specialised disassembly
equipment being deployed, it automates bolt removal, cover
lifting, tire stripping, copper cutting and magnet separation and
can handle 1.5 new energy motor rear wheels per minute.

12 China Environmental Resources Group Limited
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Apart from having valuable partnership in research and
development, YLS has a very good 10% shareholding partner
within the Sichuan Yuanlaishun Rare Earth New Materials
Company Limited (WJIIJRZENER +# M £ AR AR (“Sichuan
YLS”) and its owner, Mr. Zeng Yangging (“Mr. Zeng”). Mr. Zeng
has been deeply engaged in the rare earth industry for over 40
years. He is a senior and authoritative expert in the field. Mr. Zeng
remains on the management team of YLS as one of the directors
and representative of the minority shareholder, continuing to
empower YLS's operational development. Mr. Zeng is a senior
engineer and a master’s supervisor. Mr. Zeng started his career in
the year of 1983 at Yangjiang Rare Earth Plant (B3 Yt B & # +
), a large state-owned leading rare earth smelting enterprise,
serving successively as technical backbone, workshop director,
research director and chief engineer. He is currently a registered
expert in the science and technology expert register of Guangxi,
Hainan and Hebei provinces. He collaborated with the teams of
Academician Yan Chunhua of Chinese Academy of Science (%}
Bt Ex 45 # P2 +) and Academician Huang Xiaowei of Chinese
Academy of Engineering (L Efx & /& FT ) to tackle key
technologies in rare earth separation and mining metallurgy. He
had been awarded over ten national and provincial science and
progress awards and undertaken 12 major scientific research
projects, including key national research and development
programs. The Group will fully leverage his profound technological
accumulation and industrial connections/resources to continuously
optimise YLS's technological capabilities, production management
and long term strategic development.

During the period, YLS entered into a memorandum of
understanding with Sichuan YLS and the Anting Town
Government of Shanghai, pursuant to which the three parties will
leverage their respective strengths in a development project.
Reference of which can be directed to the voluntary
announcement of the Company dated 3 March 2026.

Motor and Motor Accessories Business

For the year ended 30 June 2026, revenue from motor and motor
accessories business decreased to approximately HK$44,182,000
(2025: approximately HK$48,769,000). On the sale of car segment,
the sale of used car and motorcycle was approximately
HK$2,800,000 (2025: approximately HK$3,967,000) representing a
decrease approximately 29.4% to this year end.

On the sale of motor accessories, the tyres business recorded an
increase of sales from last year’s approximately HK$38,143,000 to
this year end of approximately HK$39,877,000, representing an
increase of approximately 4.5% in Hong Kong and Taiwan market.
However, the PRC market recorded a negative turnover from last
year's approximately HK$6,349,000 to this year end of
approximately HK$1,449,000.

TRRFEEREEFR QG
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Under the continuous impact of geopolitical conditions, coupled
with the outbreak of the US-Israel-Iran war in late February 2026,
petroleum and its chemical by-products have all been affected to
varying degrees. It is impossible to predict when maritime shipping
in the Middle East region will return to normal, and various
shipping companies have once again adjusted their route
schedules and ports of call in response to the geopolitical risks,
resulting in insufficient production output by original
manufacturers due to raw material shortages, all of which has
affected our tyres business.

In addition, affected by the ongoing economic downturn, the
spending power of the public remained at a relatively low level in
PRC and Hong Kong, and it has become the norm for local
residents to travel north for consumption during holidays or
festivals. Our customers were also affected to varying degrees,
with their business turnover generally remaining sluggish.
Furthermore, government departments continued to maintain
high-intensity and high-efficiency enforcement against traffic
offences, which further dampened the willingness of ordinary
drivers to use vehicles. New motorcycle licence registrations
decreased by 10% compared with last year, indirectly resulting in
a decline in demand.

Unless there are material changes in the current environment, the
outlook for the results for the coming year is expected to be flat.

IT Business

The Group has started IT services headquartered in Hong Kong,
principally engaged in the (i) provision of IT system integration; (ii)
IT infrastructure; (i) business solutions; and (iv) development and
provision of artificial intelligence (“Al”) education systems.
Leveraging its years of technical expertise and industry experience,
the Group provides end-to-end, customised IT services to
corporations, government bodies, educational institutions and
other organisations, assisting customers in advancing digital
transformation, enhancing operational efficiency and achieving
intelligent management.

The Group’s services cover the full cycle from preliminary
consultation and solution design, procurement and configuration
of hardware and software, system construction and integration,
through to ongoing technical support and maintenance. By
combining its proprietary software products with third-party
technology platforms and establishing partnerships with leading
technology partners, the Group is able to deliver cost-effective
and scalable solutions tailored to customers’ specific needs, and
has built a solid customer base and sound market reputation
across various industries.

14 China Environmental Resources Group Limited
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IT System Integration

IT system integration is one of the core businesses of the Group.
Based on customers’ individual requirements, the Group is
responsible for the design of system architecture, selection and
procurement of suitable hardware and software components,
installation and commissioning, as well as the integration of
systems, applications and data platforms from different vendors
into a cohesive solution that operates in unison.

The systems integrated by the Group typically encompass servers
and storage devices, networking equipment, virtualisation
platforms, databases and application systems. With extensive
experience in project management and cross-platform
technologies, the Group ensures that the delivered systems meet
customers’ requirements in terms of performance, stability and
scalability, and participates in projects of varying scale as either a
main contractor or a subcontractor.

IT Infrastructure

The Group provides comprehensive IT infrastructure services,
including network architecture, cloud computing environments,
data centre construction and migration, server and storage system
deployment, as well as information security infrastructure. The
scope of services covers preliminary planning, equipment supply,
installation and configuration, system go-live and subsequent
operation and maintenance support.

As enterprises place increasing emphasis on data security, business
continuity and compliance, the Group continues to strengthen its
capabilities in network security, data backup and disaster recovery,
and identity and access management, assisting customers in
establishing a robust, secure and scalable IT infrastructure to
support their sustainable development.

Business Solutions

The Group’s business solutions business focuses on combining IT
with customers’ actual business processes, providing development
and implementation services for application systems including
enterprise resource planning, customer relationship management,
data analytics and business intelligence, and process automation.

With an in-depth understanding of the operating models across
different industries, the Group is able to customise solutions
according to customers’ business objectives, assisting them in
optimising processes, reducing operating costs, enhancing
decision-making efficiency and achieving data-driven, refined
management. These solutions can be deployed independently or
integrated seamlessly with the system integration and
infrastructure services provided by the Group, offering customers
one-stop services.
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BEERBENR®RR DN

Al Education Systems (Hong Kong)

Al education systems represent an emerging business segment that
the Group is actively expanding. Utilising technologies such as
artificial intelligence, big data analytics and machine learning, the
Group develops intelligent educational products and platforms for
schools, educational institutions and corporate training
departments, covering functions such as adaptive learning,
intelligent grading and assessment, personalised learning path
recommendations, and intelligent teaching assistance tools.

The Group’s Al education systems aim to enhance teaching
efficiency and the learning experience, and to achieve the goal of
personalised education tailored to individual learners. As the
trends of digitalisation and intelligentisation in education continue
to advance, the Group will continue to increase its investment in
relevant technology research and development and product
innovation, capture market opportunities and drive the long-term
growth of this business segment.

The IT Business is on a starting pace and revenue from IT Business
was approximately HK$545,000 (2025: approximately HK$268,000)
for the year ended 30 June 2026.

Al Education Platform (PRC)

Reference is directed to the voluntary announcement dated
20 May 2026 by the Company in relation to a launch event at
Guangzhou PRC regarding the Al education ecosystem platform
(“Platform”). The Platform comprehensively addresses both
extracurricular training institutions and in-school education,
teaching quality improvement, learning enablement, evaluation
upgrades, and teacher development to management improvement.
It is recognised in the industry as a practical and fully functional
digital intelligence operating system.

For extracurricular education: the Platform features six core
modules, Al marketing, Al enrollment, Al teaching research, Al
classes, Al home-school engagement and A.l. operations, enabling
seamless operations from public domain customer acquisition to
private domain conversion and from teaching preparation to
post-class services.

- 16 China Environmental Resources Group Limited

AIERHERR(FE)

ATREHRE R R AEBRBINRNH
%%W”% AEBERALIER AH
BEOMEEBBEEIRM BBR HE
%%&m%iﬂ%ﬂﬁﬁﬁ%ﬁaém&

CRMEBBERESE Tt k¥
Al 1&%%%u@ﬁ% BREHEWHY

/\—rIjJFJb °©

ZK%W/\I%’@E%&%/\/}LEE?EH%&&
WEMBEER - BRI EM M A E
{E#HE HT?"[@E%?&EJ%(%{K& L ek
DB ERE ANEBBEENKRTRS
Rt RERAIFHEMNZA - BED
HBERKS  HIZEBIINREER -

BAREEBBENESEE &

TRERNAZ +E|¢¢J* REAE
¥ 7 89 Uk % #) A545,00008 T (=
& 1 #9268,000/8 7T) °

AIFEFE (PE)

BIRAARB AR T - RFRAA -+
BEBETBEEMNBITHARE LRRR
FalzFah#EhmhagzaBIERMHm &%
”AAE%@M%%W%%&&WﬁE~
HRERE 2BREE HNFAR MEH
RIAEERE ﬁﬁ%ﬁ@ﬁ% £E
REWEE TR BELRIERL -

A]}H{ DII|’ I-H/\i

\I?EII
B S O

RONBEFE: ZF 6 EEBALHE AR
A AIRE AR E B RAES
MARZLESR AIERBARERET
HECRMERERERG 2 EERE-

2026 Annual Report



Management Discussion and Analysis

For in-school education: the Platform offers innovative tools of
intelligence classroom evaluation system and intelligent learning
enhancement system to support classroom diagnosis, homework
assessment, learning analytics and psychological counselling.

The Group has joined together strategic partners, like 360 Digital
Security (= ARZTHFLZE2MEEEARAR), BEMHELZER
Bho MNP ERAERRE(EE)ERAA BHTXHEE
% ' to expand its presence in the nation wide growing Al and
youth education. Apart from the PRC market, the Group is also
looking into developing Al education system suitable for Hong
Kong market.

The Group expects that the Platform will generate revenue in the
near future.

Money Lending Business

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

As disclosed in the interim report of the Company for the six
months ended 31 December 2025, in view of the increasing credit
risk, minimal returns and the need to better allocate its internal
resources, the Group decided not to renew its money lender’s
licence and to devote more resources to its existing Motor and
Motor Accessories Business and Metal Recycle Business. The
Group’s money lender’s licence expired on 19 December 2025.
Following the expiry of the licence, the Group ceased granting
new loans. The outstanding loans granted before the expiry of the
licence are being settled in accordance with their original
contractual terms.
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During the vyear, the Group recorded loan interest income of
approximately HK$346,000 (2025: approximately HK$368,000)
from loans granted to both corporate and individual clients. The
outstanding principal amount of loan receivables net of provision
of impairment loss as at 30 June 2026 was approximately
HK$5,254,000 (2025: approximately HK$5,315,000). During the
year, no provision for impairment loss of loan receivables was
made (2025: no provision) was considered necessary in the
application of HKFRS 9 by the Group.

Internal Control Policies and Credit Risk Assessment

The Group has maintained the internal control policies for its
money lending business in managing the credit risk and
safeguarding the assets and interests of the Group. The key
internal control procedures adopted by the Group in terms of
credit risk assessment and ongoing monitoring of loan
recoverability and loan collection are outlined below:

Credit Risk Assessment

To assess the creditworthiness and the repayment ability of the
potential borrowers, the Group would conduct a series of due
diligence work including (i) obtaining information as to the
identity, background, statutory documents and financial conditions
of the potential borrowers as well as the purpose of the loan; (ii)
reviewing the financial statements of the corporate borrowers; and
(iii) performing relevant searches such as judiciary judgment search
and internet search regarding news or events that may have
negative bearings on the loans or the repayment ability of the
borrowers.

In respect of loan extension/renewal or change of loan terms, the
internal control procedures to be conducted by the Group would
include (i) reviewing the latest financial statements of the
corporate borrowers; (ii) understanding from the borrowers on,
among others, the reasons for loan extension/renewal or change
of loan terms, the financial conditions and the intended
repayment schedule/method etc.; (iii) performing relevant searches
such as judiciary judgment search and internet search regarding
news or events that may have negative bearings on the loans or
the repayment ability of the borrowers; and (iv) assessing the
feasibility of such revision(s) to the loan terms by the Board taking
into account various factors such as the assessed risks, the track
record of past business dealings with the borrowers as well as any
other potential business opportunities.

- 18 China Environmental Resources Group Limited
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Ongoing Monitoring of Loan Recoverability and Loan
Collection

The finance department of the Group is responsible for ongoing
monitoring of the loan portfolio, loan recoverability, debt
collection as well as identifying any irregularities and taking
mitigating measures if and when necessary. Whenever any
irregularity is identified, the Group would enquire with the
relevant borrower to reassess the credit risk and the loan
recoverability.

The Group maintains a loan register to monitor loan repayment
schedule and status. Follow-up actions in the event of a loan
delinquency include telephone calls, email or text messages. The
Group will issue demand letters and serve statutory demand to the
defaulting client in the case that the overdue persists, and, if the
circumstances warrant, it may consider pursuing legal actions
against the defaulting client after seeking legal advice.

Basis of Determination of Major Terms of Loans

The key terms of loan such as the principal amount, the interest
rates, the tenure, the repayment terms vary and are determined
by factors including but not limited to the background and
credibility of borrowers, the value of security (if any) and the
assessed risk. The credit risk for a listed corporate borrower is
generally considered lower than that for a private company. In
determining the interest rates, the Group would take into
consideration, among others, the amount of loan, the loan tenure,
the value of security (if any), the assessed risk, the track record of
past business dealings with the potential client(s), the prospects of
other future businesses and the prevailing market interest rates. In
determining the extension period at the request of borrowers, the
Group would base on arm’s length negotiations with borrowers
with reference to, among others, the needs and the financial
condition of the borrowers, the potential or past business dealings
with the borrowers and the assessed risks associated with the
relevant loans.

Loan Portfolio as of 30 June 2026

As at 30 June 2026, the Group had four borrowers with
outstanding loan receivables, with the aggregate loan receivables
before loss allowance for expected credit losses of approximately
HK$11,982,000, of which approximately HK$7,502,000, or
approximately 62.6%, was due from the largest borrower while
approximately HK$4,033,000 and approximately HK$282,000, or
approximately 33.7% and approximately 2.3%, were due from the
second and the third largest borrowers, respectively. All these four
borrowers were sourced through referrals.
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Management Discussion and Analysis
EEENWR DN

During the year ended 30 June 2026, the Group received REBEE-_Z-_ANFSNAZT+HILEFE 1
HK$750,000 in respect of Loan 4 pursuant to the full and final ﬁ““ﬁiﬂﬁ?ﬂﬁmkﬁﬁ’] EBRFDEKNE
settlement of the legal proceedings commenced against Borrower —TE K& & & MR - AN &£ B B 5t B 2 /U U B
4. Loan 4 had been fully impaired during the year ended 30 June 750,000 L - HE T -_=F /XA =+H
2023. Accordingly, the Group recognised a reversal of impairment It E  ERMNERBERE - Bt - A&
loss on loan receivables of approximately HK$750,000 during the BEIREBEZE-ZFE=—A<"FXA=THIFE®
year ended 30 June 2026. Following completion of the settlement, REWREZ ﬂ1§l§ﬂﬁ%§@ #9750,0007% T °
Loan 4 had no outstanding balance as at 30 June 2026. Further RFEA KB R_ZT - NFNA=1
details are set out in the Note 5 to the table below. The summary H » B0 &K E S muﬁ? i
of major terms of the outstanding loan portfolio as of 30 June R TEXMFS - BE-_ZT - F A=+
2026 is tabulated below: A REEENRA AE’\JEEﬁEJX REMT
e i
Proportion of the
Outstanding outstanding loan
loan Interest rate (per Repayment/maturity receivables before loss
Principal receivables  annum) applicable date allowance for expected
Date of grant loan amount asat  during the year (as renewed or Collateral/ credit losses as at 30 June
Loan Background of the borrowers of loans granted 30 June 2026 ended 30 June 2026 extended) Latest repayment terms ~ guarantee 2026
BE RZg-RE
R-BoRE “BIRE AASTAN
AAZTEY AA=1H AEERNER
R Bl LEEER &3%/HHEH (MREREEERN
B BRANER REzHAY 88 Rl &R EHE (BEHIER)  SHEMER HAR/BR BRER DL
(Note 1) (Note 1)
(Bt1) (1)
Approx. Approx.
#4 i
(HK$'000) (HK$'000)
(TR (FEm)
1 Borrower 1 is a company listed on the Main September 2016 5,000 7,502 6.5% December 2026 Bullet repayment Not applicable 62.6%
Board of the Stock Exchange. Please (Note 2) (Note 2)
also refer to the paragraph headed
"Information on Borrower 1" in the
announcement published on 31 May
2023
o 2B ENA (2) —B=~8+28 -NiEX TER
(Bt2)
2 BorrowerZwasacompany prevwous\y fisted  October 2018 5,000 4033 30% December 2023 Bullet repayment Guaranteed 337%
on GEM but delisted in 2021 (Note 1) (Note 3) (Note 3)
[ERT - A HEARGEM LT AR ZE-N\F1R (Fytn) (#3) Z3==5%1 —REEN BER
—EREHAT (H33)
3 Borrower 3 is a private company with November 2018 1,000 28 12% November 2027 Instalment loan with 24 Secured by luxury 23%
business operation in Hong Kong. (Note 4) payments in two years watches and
(Note 4) guaranteed
ERFZR-HREREEERN ZZ-N\Ft-A SRR RREASCLEA HEBF&HEA
AR (Bt3t4) TANFHER AREER
B
4 Borrower 4 s a businessman. April 2018 5,000 - Nil (Note 5) Settled during the ~ HK$750,000 payable in three  Not applicable -
year ended instalments pursuant to
30 June 2026 the consent order dated
(Note 5) 5 December 2025; fully
received by 2 February
2026 (Note 5)
ERFBA-EHA “Z-/\EMmA Z(s) REZ-E-/F  BRERBAZICRF TR
~AZTALE T-ARBNRAESS
EEER ZHRA750,000%
(Hiits) TE‘EE/\\ ToNE
EEES L
(L‘ﬂ%ﬁ)
5 Borrower 5 is a businessman. May 2019 200 165 20% September 2023 Instalment loan with 24 Not applicable 14%
(Note 1) (Note 6) payments in two years
(Note 6)
ERFRA-EHA Z3-NERA iE4)) i RRERAZ ﬂﬂﬁﬂ TR
(B36) LRI BER
(i)
Total 11,982 100.0%
&3t
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Management Discussion and Analysis

The outstanding loan receivables before loss allowance for expected credit
losses as at 30 June 2026 amounted to approximately HK$12.0 million.
After taking into account the provision of impairment loss made to the
respective amount of approximately HK$4.0 million and HK$0.2 million in
respect of the outstanding loan receivables under Loan 2 and 5,
respectively, the outstanding loan receivables of the Group net of
provision of impairment loss as at 30 June 2026 amounted to
approximately HK$7.8 million.

The tenure of Loan 1 as initially granted was 180 days and the repayment
date of Loan 1 has been further extended to 10 December 2026 as per
twelve supplemental agreements. The interest rate of Loan 1 has been
revised from 9% (applicable for the period from September 2016 to
December 2020) to 2% (applicable for the period from December 2020
to December 2023), and further to 6.5% (applicable for the period from
December 2023 to December 2026). Please also refer to the section
headed “DISCLOSEABLE TRANSACTION RELATING TO FURTHER
EXTENSION OF LOAN" in the announcement published on 31 May 2023
for the detailed terms of Loan 1.

The tenure of Loan 2 as initially granted was one month and the
repayment date of Loan 2 has been further extended to 31 December
2023 as per four supplemental agreements to the loan agreement
entered into between the Lender and Borrower 2. Upon expiry of the
extended repayment date, no further supplemental agreement had been
entered during the year ended 30 June 2026. The interest rate of Loan
2 has been revised from 20% (applicable for the period from October
2018 to August 2020) to 30% (applicable for the period from
September 2020 to December 2023).

The tenure of Loan 3 as initially granted was 12 months and the maturity
date of Loan 3 has been further extended to 25 November 2027 as per
five supplemental agreements to the loan agreement entered into
between the Lender and Borrower 3. The repayment terms have been
changed from monthly repayment of interest and repayment of principal
on the maturity date during the period from November 2018 to
November 2022 to instalment repayment during the period from
November 2022 to November 2027.

The tenure of Loan 4 as initially granted was 12 months and the
repayment date of Loan 4 has been further extended to 3 November
2023 as per five supplemental agreements (including a settlement deed)
to the loan agreement entered into between the Lender and Borrower
4. Upon expiry of the extended repayment date, no further supplemental
agreement was entered into. The repayment terms have been changed
from instalment repayment during the period from April 2018 to
November 2020 to bullet repayment during the period from November
2020 to November 2023. The interest rate of Loan 4 has been revised
from 12% (applicable for the period from April 2018 to November
2020), to 2% (applicable for the period from November 2020 to
November 2022), and nil (applicable for the period from November
2022 to November 2023).
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Management Discussion and Analysis
EEENWR DN

During the period from July 2019 to May 2023, the Group received
aggregate payments of approximately HK$396,000 from Borrower 4,
comprising approximately HK$83,000 applied towards repayment of
principal and approximately HK$313,000 applied towards payment of
interest. In view of the deterioration in the recoverability of Loan 4, the
Group recognised an impairment loss in respect of the entire
then-outstanding loan receivable of approximately HK$4.1 million during
the year ended 30 June 2023. Following Borrower 4's failure to repay
Loan 4 upon expiry of the extended repayment date, the Group
commenced legal proceedings against Borrower 4. Pursuant to a consent
order dated 5 December 2025, Borrower 4 agreed to pay HK$750,000 in
full and final settlement of all the Group’s claims in the legal
proceedings. The settlement amount of HK$750,000 was payable as
follows: (i) HK$350,000 upon signing of the consent summons; (ii)
HK$200,000 on or before 31 December 2025; and (iii) HK$200,000 on
or before 30 January 2026. All three settlement instalments were
received by the Group by 2 February 2026. Following completion of the
settlement, no amount in respect of Loan 4 remained outstanding as at
30 June 2026. As Loan 4 had previously been fully impaired, the Group
recognised a reversal of impairment loss on loan receivables of
approximately HK$750,000 during the year ended 30 June 2026. Upon
completion of the full and final settlement, the remaining gross carrying
amount of Loan 4 of approximately HK$3.3 million, being the gross
carrying amount of approximately HK$4.1 million less the settlement
proceeds of HK$750,000, was written off against the corresponding loss
allowance. The write-off did not result in any additional material loss to
the Group because the relevant amount had previously been fully
impaired. Accordingly, no gross loan receivable, loss allowance or net
carrying amount in respect of Loan 4 remained as at 30 June 2026.

The tenure of Loan 5 as initially granted was three months and the
maturity date of Loan 5 has been further extended to 13 September
2023 as per four supplemental agreements to the loan agreement
entered into between the Lender and Borrower 5. Upon expiry of the
extended repayment date, no further supplemental agreement had been
entered during the year ended 30 June 2026. The repayment terms have
been changed from bullet repayment during the period from May 2019
to October 2021 to instalment repayment during the period from
October 2021 to September 2023.

Settlement of Loan 4

Loan 4 was initially granted to Borrower 4 in April 2018 in the
principal amount of HK$5,000,000. During the period from July 2019

to May 2023,
approximately HK$396,000 from Borrower 4,

the Group received aggregate payments of

comprising

approximately HK$83,000 applied towards repayment of principal and
approximately HK$313,000 applied towards payment of interest. In
view of the deterioration in the recoverability of Loan 4, including
the bankruptcy record associated with Borrower 4 identified through
a bankruptcy search, the Group recognised an impairment loss in

respect of the entire then-outstanding

loan receivable of

approximately HK$4.1 million during the year ended 30 June 2023.
Accordingly, Loan 4 had a nil net carrying amount before the
settlement reached during the year ended 30 June 2026.
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Management Discussion and Analysis

Following Borrower 4's failure to repay Loan 4 upon expiry of its
extended repayment date, the Group commenced legal
proceedings against Borrower 4. Pursuant to a consent order
dated 5 December 2025, Borrower 4 agreed to pay HK$750,000
in full and final settlement of all the claims brought by the Group
in the legal proceedings. The settlement amount was payable in
three instalments, comprising (i) HK$350,000 upon signing of the
consent summons; (i) HK$200,000 on or before 31 December
2025; and (iii) HK$200,000 on or before 30 January 2026. All
three settlement instalments, amounting to HK$750,000 in
aggregate, were received by the Group by 2 February 2026. Upon
Borrower 4's full compliance with the settlement terms, no
amount in respect of Loan 4 remained outstanding as at 30 June
2026. The legal proceedings were subsequently wholly
discontinued on 3 March 2026.

In considering whether to accept the settlement, the Directors
took into account, among other matters, (i) the aggregate
payments of approximately HK$396,000 received from Borrower 4
during the period from July 2019 to May 2023, comprising
approximately HK$83,000 applied towards repayment of principal
and approximately HK$313,000 applied towards payment of
interest; (ii) the financial condition of Borrower 4 and the
bankruptcy record identified through the relevant search; (iii) the
fact that the then-outstanding loan receivable had been fully
impaired during the year ended 30 June 2023; (iv) the uncertainty,
costs and time associated with continuing the legal proceedings;
and (v) the amount, timing and payment terms offered under the
settlement. Having considered the above factors, the Directors
considered that accepting the settlement was commercially
reasonable and in the interests of the Company and its
shareholders as a whole.

As Loan 4 had previously been fully impaired, the Group
recognised a reversal of impairment loss on loan receivables of
approximately HK$750,000 during the year ended 30 June 2026
upon receipt of the settlement proceeds. Immediately before the
settlement, Loan 4 had a gross carrying amount of approximately
HK$4.1 million and a corresponding loss allowance of
approximately HK$4.1 million, resulting in a nil net carrying
amount. Upon completion of the full and final settlement, the
remaining gross carrying amount of Loan 4 of approximately
HK$3.3 million, being the gross carrying amount of approximately
HK$4.1 million less the settlement proceeds of HK$750,000, was
written off against the corresponding loss allowance. The write-off
did not result in an additional material loss to the Group because
the relevant amount had previously been fully impaired.
Accordingly, no gross loan receivable, loss allowance or net
carrying amount in respect of Loan 4 remained as at 30 June
2026.
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Management Discussion and Analysis
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The internal control procedures and credit assessment carried out

& L

AEERNFREMERERKED

s =
=N

by the Group on each of the loans at the time of initial grant and (fHEYHSEEZTETHABELRF &

subsequent extensions or change of loan terms together with the
actions taken by the Group on the incidents of defaults (if any)

are summarized as follows:

Internal control procedures and

Other basis and factors considered by the
Group before agreeing to the extensions

EERAERAREENSFFRMATT
B (wma)BamT

The Group's actions taken
on the incidents of defaults

Loan credit assessment on the loans or the change of loan terms (if any)
AREANFAEERIAETAERRAAEEN FAREABEBVEHRERNTY
BX BERNABEEEFRIEETME HipEEREAR (%)
1 At the time of granting Loan 1, the At the request of Borrower 1, the Group  Not applicable.
— Group conducted relevant due offered a lower interest rate for Loan 1 since  Ti@EH e
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diligence work for its credit risk
assessment including reviewing the
memorandum and articles of
association of Borrower 1, the then
announcements and the then financial
reports/results published by Borrower
1 on the website of the Stock
Exchange. The financial performance
and financial positions revealed the
financial strength and repayment
ability of Borrower 1 at the time of
granting the loan.

REHER—K AXEREGER
BRAGETHBASBRESIE B
EHERT-—MALGERAARA
Bl B —RBRABnTEER
MRBREFNTEREEE -0
BRERMBEMRRRET S —RE
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December 2020 (and up to December 2026),
having taken into account the followings:

BERT—WMER XEEA-FF4F
T AR (RBE-ZE-A~E+_AIL)RE
R RERERNE - ShEERNUTEE:

(i) the Company recognized the adverse
market sentiment prevailing in 2020,
being the first year of the
unprecedented COVID-19 pandemic,
and the deteriorating financial
performance of and the financial
pressure experienced by Borrower 1
during these unprecedented and
unpredictable difficult times;
ARREHIR-_Z_ZFEFEE
Al TR RCOVID-19B BN E — F) &
EBEEAFTSERE  ARERT —
RULBR AT AR B & 7 AT 38081 9 [ B B
BN BRERCRERTBESN
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Other basis and factors considered by the The Group's actions taken

Internal control procedures and Group before agreeing to the extensions on the incidents of defaults
Loan credit assessment on the loans or the change of loan terms (if any)
FAREANFABERIAETLERRAAZEN FREBEVEHERNTY
BX ERMABEREFREETE HpEERER (408R)
1 (ii) while Borrower 1, being an industry

- counterpart which through its
subsidiaries was engaged in the
money lending business and holding a
valid money lenders licence under the
Money Lender Ordinance at the
material time, is offered to enjoy a
lower interest rate for Loan 1
granted, the Group may reasonably
assume to enjoy the same merit of
lower interest rate to be offered by
Borrower 1 in return if and when
needed in the future; and
R —(ERBERAMBRANA
RERNEMEFRBELHEREAR
PIETHERMEARRNTREF
HRRENER—ZAREMNE - K
SETAMAERRNEARATER
BEBERT —REBEFNXNIER
BE R

(i) by retaining strong bonding with
Borrower 1, being a company listed
on the Main Board of the Stock
Exchange since 2007 (with market
capitalization up to HK$13 billion in
2018), the Group may be benefited
from the potential business
opportunities including but not limited
to business referrals, strategic
collaborations and/or investment
prospects which, if capitalized, may
potentially be more lucrative than the
interest income to be generated from
Loan 1.
BREEFHT - (BB -TTLHF
RRBRZMER EMOAR KT
—NEHTEREIBEST) REFE
BHE FEEMRXANEERS
B BRERETERXBEN BEA
ER/SBERR BRI A8
RER—EENNEBAZEHARE -
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Loan

L

Internal control procedures and
credit assessment on the loans

HERHABERRFREETE

Other basis and factors considered by the
Group before agreeing to the extensions
or the change of loan terms
FRERAERERIEFIERGRAEEH
HipEEREAE

The Group's actions taken
on the incidents of defaults
(if any)
FEERENEHRERNTEY
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Having considered the loan
recoverability backed by the improving
financial positions since 2019 and the
turnaround financial performance of
Borrower 1 since 2023, the Group
agreed to the further extension of
Loan 1 from December 2023 to
December 2026 (at the request of
Borrower 1). In return, the Group has
increased the interest rate to 6.5%.

ZRIBE_Z-NEFRIBMRAL
EUREFRA—BZE-=FROH
BERAHEXHNERAREME - R
SERERER—WHRR-_T_=
F+_RAE—FRERE_ZT_R

TZRA(EEFRA—MER) - ERE
K ARECHMNERSFE6.5%
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Internal control procedures and
credit assessment on the loans

Management Discussion and Analysis
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Other basis and factors considered by the The Group's actions taken

Group before agreeing to the extensions
or the change of loan terms

AREARFABERIENERERATEN

on the incidents of defaults
(if any)
FEEMENEHRERMIT

BN BERMAPEEEFRESTME HhEERAR (I0%)
At the time of granting Loan 2, the The Group revised the interest rate from  Following the incidents of default of

[T~

Group conducted relevant due
diligence work for its credit risk
assessment including reviewing the
memorandum of association and
articles of association of Borrower 2,
the then announcements and the then
financial reports/results published by
Borrower 2 on the website of the
Stock Exchange. Given the then listing
status of Borrower 2 and the then
gearing ratio being less than 1, its
financial condition was considered
acceptable and the credit risk was
relatively low at the time of granting
the loan.
REEENR K AEEREGEEM
BAHETHERBESIE 28
ZEHEFT _NASEEAARAR
ERGA - ERA ZRBR AT
RERNLMRERNMBRE ¥
BoENMERPT_EBH LMK
BERMNEERGLRER - HBBHR
AERBUES  AREHEFRER
FERBIBHBE -

Before agreeing to the extensions of
the repayment date of Loan 2, the
Group has obtained and reviewed the
then latest business information of
Borrower 2 to ascertain its repayment
ability and enquired about its debt
restructuring plan.
RRABEREXZMEFRA S A
SECRBUYRBERD —ER&N
MEBER UHEIAHERESN I
HHEBEAFIELSEN -

20% to 30% per annum starting from
1 September 2020 in response to Borrower
2's request for extension of the repayment
date.
BEFA_FACREFRAHNELR K&
BE_Z_ZFAA-BREFMEH20%
BRI A30% °

TRRFEEREEFR QG

Borrower 2 in 2019, the finance
department of the Group had from
time to time made telephone calls to
Borrower 2 to demand settlement
and enquired about the expected
time for repayment. In view of the
prolonged non-repayment, the
Group had engaged an external
legal adviser to initiate legal actions
including serving a statutory demand
to Borrower 2. Subsequently, the
Group reached a consensus on the
settlement arrangement with
Borrower 2 and collected part of the
loan receivables from it in 2019.

BEZF-_R-_Z-NEELED
e AEERBHATERE
BRA_ERBEERE UREHR
BHERER ERRAKREER
B ARERZBIIMNBEEBERK
BER1TY BRMERS Z&KE
FEBEE - Hig AEEHEER
FoBETHEA AR YR
Z-NEFREROBLERER -

In light of Borrower 2's default in
repayment upon expiry of the
extended repayment date of Loan 2,
the Company has engaged an
external legal adviser to take legal
actions in 2024 for recovering the
outstanding loan receivables. A writ
of summons against Borrower 2 had
been issued. The recovering process
is still ongoing as at the date of this
annual report.

ERERT —REFR_ERENRH
HMIABPRALRETEN  ARFALE
EFNEEBRAR - ZMWFR
PERTHNERRERENRE
HeoHHERF-NEEEEL -
RAEHEH EERRDALE
TR -
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Internal control procedures and
credit assessment on the loans

ERMABREEFREEFE

Other basis and factors considered by the
Group before agreeing to the extensions
or the change of loan terms
FREARNAEERAEHERERAEED
HpEERER

The Group's actions taken
on the incidents of defaults
(if any)
FEEMENEHRERBIT
(tnH\)

[1] w
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At the time of granting Loan 3, the
Group conducted relevant due
diligence work for its credit risk
assessment including reviewing the
business registration certificate,
certificate of change of name, annual
returns, audited report and bank
statement of Borrower 3 and
performing judiciary judgment search
and internet search. The Company
considered that the credit risk is
controllable and the likelihood of
recoverability of the loan is high given
the security charged with satisfactory
loan-to-security ratio and having taken
into account that Borrower 3 has
genuine operation (rather than being
an investment holding company).
REEER=F  ~XEBHEE
ERERAEETHEASERES T
5 BEEHERFTZNEEE
foRE EMEWMERE  FEH
wE KRECRENBITEE
AREITENEFIRE R R BB
BR -ENERRE R AGEHD
B\ M & - W EBEEX
FZABERKEXRB(MIEER
—EREERAR) ARAR
RIEGRRAZE - BERAKD
HES -

China Environmental Resources Group Limited

Given the security charged with satisfactory
loan-to-security ratio and good track record
of repayment, the Company agreed to the
extensions and revised the repayment terms
from monthly repayment of interest and
repayment of principal on the maturity date
to instalment payment, which further reduces
the credit risk.
EREERERAEANERERR
& AR RFERLE - ARA
RIS WK ERGERETAEE
MERRINBEREERSEIT RS
R W —FREEERR -
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Other basis and factors considered by the The Group's actions taken

Group before agreeing to the extensions
or the change of loan terms
AEARAEERAFAERBRALTEH
HpEERRE

on the incidents of defaults
(if any)
FRERENEHRERMTEY
(%)

At the time of granting Loan 4, the
Group conducted relevant due
diligence work for its credit risk
assessment, including performing
judiciary judgment search and internet
search. Given that (i) Borrower 4 was
a reputable person with significant
background, in particular as a Justice
of the Peace, and previously held
directorships in several listed
companies; and (i) no news or events
that may have negative bearings on
the loan or the repayment ability of
Borrower 4 were found based on the
result of relevant public searches,
Borrower 4 was considered
creditworthy and financially sound at
the time of granting the loan.
RELERNE A&EEREEER
BRAGETHBASRESIE B
ETRAEHRABRRERERR - &
ROERATAR—EERBHNAA
AT EBEmMER—BAFHL B
RAREBMETARBREEERG
ROEREEARAERNER HE
ERAMAREER NN ERIE
RENBERETENERREN &
FADRBEEERREEEREER
47 - BB ARG -

At the request of Borrower 4, the Group
offered a lower interest rate under Loan 4
since. November 2020 and changed the
repayment terms including the extension for
bullet repayment, having taken into account
the followings:

BEXRFTONER AEEB-_T-F
T-AERERMRHBERNE TR
HER(BRETH-RUENR)  ERLEERE
AT&IE:

(i) the Company recognized the adverse
market sentiment prevailing in 2020,
being the first year of the
unprecedented COVID-19 pandemic,
and the acute financial difficulties of
Borrower 4 as a result of
unprecedented series of worldwide
events since mid of 2018; and
ARREBIRN_ZS_SF(BER
BT FT R RCOVID-19R EM S —F) &
BEEAHMEGEE URBAZE
—NEFRUR AREE—ZRFIF
FIARRMERESH EXTEER
EVBERE R

TRRFEEREEFR QG

Following the incidents of default by
Borrower 4 during the period from
2018 to 2020, the Group made
telephone calls and issued demand
letters to Borrower 4 from time to
time to demand settlement and
enquire about the expected
repayment timetable. In June 2019,
the Group entered into a settlement
deed with Borrower 4 after receiving
post-dated cheques from Borrower
4. During the period from July 2019
to May 2023, the Group received
aggregate payments of
approximately HK$396,000 from
Borrower 4, comprising
approximately HK$83,000 applied
towards repayment of principal and
approximately HK$313,000 applied
towards payment of interest.
However, Borrower 4 did not fully
comply with the agreed repayment
arrangements. Following the expiry
of the extended repayment date of
Loan 4, the Group engaged an
external legal adviser and
commenced legal proceedings
against Borrower 4.

REFANE_E-NFE_ZT_
TEHRBLEROENR ~5E
AERERTORE ¥ EH
Ho AERBEFIELERERE
HEREZE-RZT-AE~ A &
SERKIERTONPREERE
RO LERREBE-R_T—N
FLAE-T-ZFRAHM K
SEERRITEOKIMFES LY
396,000/ 7t * 2 ¥% #183,000/% 7T
RERA S R #9313,0007 T AR X
MME - AWM EXHIELATE
ETHENERTH - EROEMIE
REFAHERER FEBEEFI
BEEERUHERTODRMER

il o
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The Group's actions taken
on the incidents of defaults
(if any)
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At the times of granting extensions, the
Group had been in close contact with
Borrower 4 in understanding, among
others, his financial needs for
extensions with the intended repayment
schedule, and performed public
searches on Borrower 4. No news or
events that may have negative bearings
on the loan or the repayment ability of
Borrower 4 was found. Further, the
Group had periodically reviewed the full
lists of Justices of the Peace and
confirmed that Borrower 4 has still
been holding the office of the Justice
of the Peace, revealing that the
credibility of Borrower 4 remained.

F&ﬁk%h AEE-HEERAH

REEE %JXWHH$”%)fT
L%m%% ERBTRNEEE W
ﬂ%ﬁﬁ@Lﬂ AER - IEERUE

fa) &1 B8 24 45 50 70 o) B 550 R 5 8E 7
BREEZENHEEREN - I A&

e HENAT ATNETELE ¥
ERERSINREATAL B R
BIERH I EBRIETE -

China Environmental Resources Group Limited

(i

having taken into account that Borrower
4 has extensive networks in both Hong
Kong and the PRC, the Group
envisages to bolster a solid, stable and
long-term relationship with Borrower 4
and to be benefited from any potential
business or investment opportunities as
referred and lined up by him through
his extensive networks which may be
more fruitful to the Group as compared
to the interest income to be incurred
from Loan 4. Capitalizing on the
networks of Borrower 4, the Group has
gained access to a range of potential
business and investment opportunities
since 2016, most of which were related
to the principal businesses of the
Group, in particular the metal recycle
business has materialized and become
an integral component of the Group's
core operations. The Group had been,
and is likely to continue to be,
benefited from the solid, long- standing
and mutually beneficial relationship with
Borrower 4.

ZRIABHRITEREBLTEIER

FER AN - A ERE G M
2E RERKANEE WEBARE

ﬁA%%%%EﬂﬁEﬂ&ﬁﬂ%%
EEBRRERS  BEXWEENF
BRARL HAgAREESRES
W%oﬁ%%#EEWAM'$%EE
TE-RFREEGRNBEER
kEERE ﬁ$ﬁﬂ‘ﬁ$ilm£
2enaf LaicmEugox
ﬁﬁﬁﬁﬁ%ﬁﬁm%ﬁ@@%%ﬁ
AEE-BEV A BET EREE;
ﬁ@%ﬂ~§%&§ﬁm@%
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During the year ended 30 June
2026, the parties reached a
settlement in respect of the legal
proceedings. Pursuant to a consent
order dated 5 December 2025,
Borrower 4 agreed to pay
HK$750,000 in full and final
settlement of all the plaintiff's claims
in the action. All three settlement
instalments were received by
2 February 2026. Accordingly, no
amount in respect of Loan 4
remained outstanding as at 30 June
2026. Following full compliance with
the settlement terms, the legal
proceedings were wholly
discontinued on 3 March 2026.

%ﬁi—?—/\i/\ﬂ_—l—aﬂ:i
B BEAMERFDEKMNE R
BRABAR_Z_RE+_AAAMH
FE< - 307 MR & 750,000

BT DA%E&EU%@ JR &7 %
ﬁ%#m%ﬁ$%oﬁﬁ:%ﬁ%
REHER - R"F-_A-HA
WH-RAit - RZEZNENA
ZtH BEREMmME  HELH
RAEBERB -EXR2ETNEER
% ERFAERZZZAE=ZA
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Management Discussion and Analysis

EEENWE DN

Other basis and factors considered by the The Group's actions taken

Group before agreeing to the extensions
or the change of loan terms
AEARAEERAFAERBRALTEH
HEERER

on the incidents of defaults
(if any)
FRERENEHRERMTEY
(%)

5 At the time of granting Loan 5, the

i Group conducted relevant due
diligence work for credit risk
assessment including performing
judiciary judgment search and internet
search. No news or events that may
have negative bearings on the loan or
the repayment ability of Borrower 5
were found based on the result of
relevant public searches. In order to
control the credit risk, the Group
granted the loan in the amount of
HK$200,000 only.
RELERLE AEEREERR
ARETHESRESIE BEE
TRAEHABERREBBERR - AR
BHEAHASRRNER  SIEEREM
ARHEERTANERERENE
BEYENEEREN - REHIGEE
R\ A& B £ & H & 5%200,0008
7o

The Group has adhered to its internal control policies in respect of
ongoing monitoring of loan recoverability,
limited to identifying irregularities from time to time and making

To lower the credit risk for Loan 5, the
Group revised the repayment terms in
September 2021 from bullet repayment to
instalment repayment in response to the
request from Borrower 5 for extension of the
repayment date to 13 September 2023.

REREERINGEERR A&ER_-F
C-FENABITEREGER B RAMERE
RANHER  UBEEFRALEEREH
ERE_Z-_=FNAAT=HHEKX-

including but not

AEECE
MR R ERES EBR
BIEREEN  AAMSERTER  UE

Following Borrower 5's default in
repayment of the instalment loan
since the last payment made in July
2022, the Group had issued demand
letters to demand for immediate
repayment. In May 2023, the Group
collected part of the loan receivables
from Borrower 5. Upon expiry of the
extended repayment date of Loan 5,
the Group had issued a demand
letter to, and has been
communicating with, Borrower 5 to
demand for repayment of the
outstanding loan receivables. The
recovering process is still ongoing as
at the date of this annual report.

BEFFAIE-ZZSZ_FtA#EY
RE-RNFARBREESRE
Mg AEEE % SR ERED
BEN -R_ZT_=F1A %K%
ERERTOKEHD ERER -
REFINELERERBHER
& AEECMRBERTLELER
Ho Y -BEEERTLER BX
HEEREERKENR REAER
AE - BERENAETETH

SEAEBRBESEERA KA
BREETRRAEH

At A E IR THABEERR kY
ERA RN E o NS EET G
Yo [m R (EE FE M E SRR AT BRI - A0 R A
R E SR RO IRBUAR1T B RO I

enquiries with the involved borrowers in order to reassess the
associated credit risks under relevant loans and the impact on loan
recoverability. The Group will continue to assess the likelihood of
recovering the outstanding loan receivables and evaluate the costs
and benefits of taking legal actions against the borrowers who #zf-EZEE LM BN EHZTEE2HN —
default in payment. Having considered that the aforementioned EERIAARERTABENEH(RER

incidents of defaults were primarily due to the global economic Z—Z— \FEFRURNFELZ HEULE
downturn and poor investment market sentiments as a result of  REBH & E YL IEHHEETES - COVID-19
the series of unprecedented and unforeseeable incidents (including ZIBFE SEEINE - Z5EFHHEBER
the United States-China trade war since mid of 2018 followed by FHMBERABHESRAERTFFE) S
the Anti-Extradition Law Amendment Bill Movement in Hong Kong, & EREM Lk R EHIHEE N ER
the COVID-19 pandemic and/or the interest rates hikes by the AREEWEIBREZHEMIEEEFHEIIE
United States) which adversely affected the financial and liquidity FIBIE > MARQRRIMERNEBEE £
conditions of the relevant borrowers, there were no reasons for HJRZPEEITREKIT Z B W o

the Group to cast doubt on the effectiveness of its credit

assessment work done and the Company believes that the internal

control policies for the money lending business of the Group are

effective.
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To the best of the Directors’ knowledge, information and belief,
after having made all reasonable enquiries, each of the above
borrowers and/or their respective ultimate beneficial owner(s) (if
applicable) is an Independent Third Party. Therefore, none of the
loan transactions constituted a connected transaction under
Chapter 14A of the Listing Rules. None of the loan transaction(s)
during the year ended 30 June 2026 constituted a notifiable
transaction of the Company under Chapter 14 of the Listing
Rules. Save and except for the further extension in respect of
Loan 1 as disclosed under the section headed “DISCLOSEABLE
TRANSACTION RELATING TO FURTHER EXTENSION OF LOAN" in
the announcement published on 31 May 2023, the Company has
complied with the requirements set out in Chapter 14 and/or 14A
of the Listing Rules when it granted or extended the loans to each
of the respective borrowers whose loan were still outstanding as
at 30 June 2026.

Impairment Assessment

The Company performed impairment assessment on loan
receivables under expected credit loss (“ECL") model. The money
lending business is relatively inactive and small in scale as
compared to other principal businesses of the Group and the
aggregate outstanding loan receivables before loss allowance for
ECL were associated with four loans only and represented
approximately 1.8% of the total assets of the Group as at
30 June 2026, which are relatively immaterial in terms of the
aggregate value.

The identification of bad and doubtful debts requires the use of
judgement and estimates. Impairments arise where events or
changes in circumstances indicate that the balances may not be
collectible or the borrowers’ inabilities to make timely payments.
The Group assessed various factors in its internal control
procedures to determine the probability of default and
recoverability of loan for measuring the loss allowance (if any) for
the loans, which include but limited to: (i) any significant changes
in the creditworthiness of borrower; (ii) any significant changes in
the value of the collateral or in the quality of guarantees; (iii) any
actual or expected significant adverse changes in financial
conditions that are expected to cause a significant change to the
borrower’s ability to meet its obligations; and/or (iv) past
collection history of the borrowers and any significant changes in
their behaviour such as payment status. The Group believes that
its internal control procedures in respect of ongoing monitoring of
loan recoverability are effective in identifying any significant
changes in the creditworthiness or financial conditions of the
borrowers, which in turn ensures the robust and effective
impairment assessment process.

- 32 China Environmental Resources Group Limited
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Management Discussion and Analysis

Loan settled during the year — Loan 4

Upon conducting a bankruptcy search at the Official Receiver’s
Office in August 2023, a bankruptcy record associated with
Borrower 4 was found. It was revealed that Borrower 4 has been
summoned for a hearing initially scheduled in August 2023, but it
was subsequently rescheduled to October 2023. Considering the
prudence of loan recoverability, the Group recognized an
impairment loss for the entire outstanding loan receivables during
the year ended 30 June 2023. No additional provision or reversal
of provision for impairment loss for the loan receivables under
Loan 4 was made during the years ended 30 June 2024, 2025
and 2026. During the year ended 30 June 2026, the Group
received HK$750,000 pursuant to the full and final settlement of
the legal proceedings against Borrower 4. As Loan 4 had
previously been fully impaired, the Group recognised a reversal of
impairment loss on loan receivables of approximately HK$750,000
during the year. Upon completion of the full and final settlement,
the remaining gross carrying amount of Loan 4 of approximately
HK$3.3 million, being the gross carrying amount of approximately
HK$4.1 million less the settlement proceeds of HK$750,000, was
written off against the corresponding loss allowance. The write-off
did not result in any additional material loss to the Group because
the relevant amount had previously been fully impaired.
Accordingly, no gross loan receivable, loss allowance or net
carrying amount in respect of Loan 4 remained as at 30 June
2026.

TRRFEEREEFR QG

EEENWE DN
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The Group's basis of impairment assessment for each of the loans AEER -—ZE - XFXA=Z+HHZTEE
as at 30 June 2026 are tabulated below: FETRENHREENTRAR

Borrowers

BRA

Factors considered by the Group in assessing the probability of default and
recoverability of loan and the impairment as at 30 June 2026

FREFE-FoAFEAASHEERENMERTHENRBEBLRESHER

Borrower 1

fE I —

Borrower 2

&3 =

Borrower 3

- —
gm0 =

Borrower 5

Given the listing status of Borrower 1, its strong net current assets and total equity positions
(which far exceeded the outstanding amount of the loan) coupled with its profit-making
position based on its latest audited financial information, the Group considered there had
been no significant adverse change in its repayment ability and determined no impairment
was necessary.

ERERD - LW RAFRYHRDEEFELRRLABECEBRAERNRERS
B) URBBESFTKERVBENBETRNRBNRAL AEERAEERRENLEERT
MNEH WHETLIELEETHE-

Given the cancellation of listing of Borrower 2 in March 2021, the Group considered the
possibility of loan recoverability to be remote and thus recognized the impairment loss for
the entire amount of the outstanding loan receivables during the year ended 30 June 2021.
No additional provision or reversal of provision for impairment loss for the loan receivables
under Loan 2 was made during the year ended 30 June 2026.
ERERT R —F=ZAHBE LT AEERBWE ERE AT REER /N - E bt HE
ECE_—FRAZTHEFENREERUER2ERIRNEBRE - HE_T - XFAX
A=TBLEFE BERER-_ETHNRKRERTIRBIIRESEER G EERE -
Given no adverse change in the value of collateral and no incidents of default by Borrower
3, the Group considered there had been no significant adverse change in its repayment
ability and determined no impairment was necessary.
ERERARBEIEINEYRERA=ZTRENEH FEERR/EERENATEEXR
RS WHETRELEHETRE:-

Owing to the non-repayment by Borrower 5 at the material time during the year ended
30 June 2023 (save for partial payments made in July 2022 and May 2023), the Group
considered the possibility of loan recoverability to be remote and thus recognized the
impairment loss for the entire amount of the outstanding loan receivables during the year
ended 30 June 2023. For the year ended 30 June 2026, no additional provision for
impairment loss of loan receivables under Loan 5 was made, while approximately HK$16,000
was reversed during the year.

HRERFARBEZE_Z_=F A AA=ZTHLFEANERFAVTEER(RR T =
FLARZZE-_=FRABANTIN  XREERRBE R AT W EEH) AT s 8 F H 8 - #0 &
ECE_=ZFRA=ZTRLEFEAREMAEERKERERREER BE T - RF
NAZTBEFE - YESRERTR THRKRERFIRBIIREBEREG  mMFERNREE
#)16,000/% 7T °
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Management Discussion and Analysis

Securities Trading and Investment Business

The Group maintained a very cautious approach and had made
one additional investment during the year. Performance of the
prices of the invested stocks were partially up and partially down.
As at 30 June 2026, size of the securities investment portfolio
amounted to approximately HK$2,908,000 (2025: approximately
HK$140,000).

For the year ended 30 June 2026, the Group recorded a net gain
on fair value changes in investments at fair value through profit or
loss of the invested stocks of approximately HK$274,000 (2025:
approximately HK$5,672,000).

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

Green Technology

There was no revenue on the green technology for the year (2025:
Nil).

Hotel Leasing Business

The Group owns a hotel located at Thamel district, Kathmandu,
Nepal, which started operation in July 2022. The hotel has around
40 guest rooms with food and beverage outlets on the ground
floor and first floor. For the year ended 30 June 2026, the
revenue from the hotel leasing business amounted to
approximately HK$4,823,000 (2025: approximately HK$4,924,000).

PROSPECTS

In this prospects, we shall start with address to the Hong Kong
and China economy generally and return to the Group’s position
and plannings.
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Hong Kong's economic prospects for 2026 reflects a strong and
structural shift, with real GDP projected to grow between 2.5%
and 3.5% following a robust performance in 2025 and early
2026. Driven by global demand for artificial intelligence-related
hardware, electrical machinery, and advanced tech components,
merchandise exports have surged. Driven by high-performance
computing and tech infrastructure listings, Hong Kong is tracking
to become the world’s second largest IPO market. Deepened trade
ties with mainland China and ASEAN, alongside ambitions to join
the Regional Comprehensive Economic Partnership (RCEP),
reinforce its position as a global offshore RMB and wealth
management hub. Internally, poised to become a major growth
engine over the next two decades, the Northern Metropolis along
the northern border aims to integrate tech innovation with
Shenzhen and the Pearl River Delta will provide hundreds of
thousands of jobs. Surveys show over 80% of young professionals
and skilled migrants remain optimistic about the city’s long term
future, attracted by low taxes, safety and dynamic career
opportunities in finance and tech. However, the retail market is
deeply affected by the continuous wave of local residents
travelling north to Shenzhen for weekend entertainment and daily
shopping.

China economic outlook for 2026 and 2027 is defined by a
distinct “K-shaped” divergence, where explosive global tech
demand and high-tech manufacturing are buffering a prolonged
domestic property correction and cautious consumer spending.
Major international bodies project China’s real GDP growth to
settle around 4.4% to 4.5% in 2026, operating smoothly within
Beijing’s target boundaries. Geopolitical stability between the
United States and China remains a critical concern. High-stakes
diplomacy has intractable temporary window of market stability
with a two-month trade truce extension being recently formulated
while opening historic and direct communication hotlines focused
on A.l. safety incident mitigation.

For the Group, evidently the metal (rare earth materials) recycle
and processing business shall be further developed and planned.
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Rare earth drive motors use permanent magnets containing rare
earth elements like neodymium to power electric vehicles and
machinery. According to public industry data, the global market
size of rare earth drive motors is expected to exceed US$35 billion
in 2025. The market share of permanent magnet synchronous
motors in new energy vehicle drive motor market exceed 90%,
with each new energy vehicle requiring approximately 3.2 kg of
rare earth magnetic steel, and for high-end multi-motor models it
can even reach 5.5 kg. Scrap electric motor recycling market has
huge potential. It is projected that by 2030 the number of
scrapped new energy 4-wheeled vehicles in PRC will reach
approximately 2.38 million units, with global number exceed 6
million units. Each rare earth drive motor contains 2 kg to 3.5 kg
of NdFeB of which rare earth elements account for approximately
29% to 32.5%. If we add the number of two-wheeled electric
vehicles, such as electric motorcycles and electric bicycles, the
number is even more substantial. Rare earth recoverable resources
in these urban mines can reach ten or even hundreds of times
that of natural ores, and without the need to undergo high-cost
mining of primary ores, mineral processing, smelting and
separation. It involves reduced processing steps and energy-
efficient. Also, it is ecological and environmental friendly, aligning
with the national dual-carbon strategy and the direction of high-
quality resources recycling. The industry has high visibility for
long-term growth. The Group considers that Sichuan YLS
Renewable Resources Limited (PO)IIJRZEIEBEE£EREMR A7)
("YLS"), armed with leading technological moats and industry
competitiveness, can accurately capture the evolutionary trend of
the rare earth motor recycle industry, transitioning from scale-
based prefabrication toward smart, customised, and green
upgrades.

As announced, during the period the Group entered into a
memorandum of understanding with Yuanlaishun Rare Earth New
Materials Company Limited (P9)I1J8 %€ E# £ ¥ £ B BR A F]) and
the Anting Town Government of Shanghai, pursuant which the
three parties will leverage their respective strengths in the
development project. The parties are discussing and planning the
development project which, at it's preliminary plan, encompasses
dismantling and recycling of scrap rare earth motors and
restoration of permanent magnetic steel, customisation of rare
earth motors for new energy vehicles and intelligent
manufacturing of high-speed motors, as well as the establishment
of a marketing centre for rare earth materials and a technology
innovation centre for rare earth motors.

As for further expansion of the industry in PRC, the Group will
continue to identify and, if appropriate, acquire enterprises that
possess high-quality national patented technologies, optimised
production lines, well-developed supply chain, able to deliver
stable cash flow returns and are related to rare earth resources
recycling or processing, striving to expand the recycling of multiple
varieties of rare earth resources and enlarge the overall scale of its
resource recycling business.
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The Group also studies possible international deployment of its
rare earth motors dismantling and recycling production lines. In
particular the Middle East, in wake of regional conflicts, has large
volume of scrap electric motors that can be recycled through the
Group’s expertise and patented technologies, presenting
considerable recycling demand and providing potential market
opportunities for the Group’s technology export and business
expansion.

In order to strengthen the capital investment ability for the
industry expansion, the Group plans to leveraging diversified
financial tools to bring in local, PRC and international strategic
capital. To accomplish this goal, the Group shall at appropriate
time conduct investor roadshows.

Despite all favourable circumstances described, the Group will
prudently assess the business environment and geopolitical risks
associated in relevant markets aiming at seizing development
opportunities in a timely manner for creating greater value for
shareholders.

FINANCIAL REVIEW

For the year ended 30 June 2026, revenue of the Group increased
by 143.5% to approximately HK$147,919,000 (2025:
approximately HK$60,749,000) and gross profit of the Group
increased by 76.3% to approximately HK$23,366,000 (2025:
approximately HK$13,252,000). Loss for the year ended 30 June
2026 decreased to approximately HK$6,752,000 as compared to
loss of approximately HK$42,940,000 of last corresponding year.
The increase in both revenue and gross profit was mainly due to
the increase from the metal recycled business. The loss for the
year was mainly due to administrative and operating expenses,
loss arising from changes in fair value less costs to sell of
biological assets, provision for impairment loss of receivables,
provision for impairment loss on refundable secured deposit and
finance cost. The Group considers that the change in fair value is
non-cash in nature and will not have material adverse effect on
the financial position of the Group.

For the year ended 30 June 2026, basic and diluted loss per share
were approximately HK2 cents (2025: approximately HK8 cents).
Loss arising from changes in fair value less costs to sell of
biological assets was approximately HK$8,649,000 (2025:
approximately HK$5,373,000). Fair value gain on investment
properties was approximately HK$22,713,000 (2025: loss
approximately HK$15,680,000).
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For the year ended 30 June 2026, the finance costs were
approximately HK$5,372,000 (2025: approximately HK$5,989,000).
Administrative expenses from operations for the year ended
30 June 2026 decreased to approximately HK$32,222,000 (2025:
approximately HK$35,725,000). It included major items such as
amortisation of intangible assets of approximately HK$4,696,000,
administrative staff costs (including directors’ emoluments) of
approximately HK$12,125,000, legal and professional fee of
approximately HK$3,505,000 and expenses related to short-term
leases of approximately HK$883,000. Income tax credit was
recorded at approximately HK$81,000 (2025: approximately
HK$2,341,000). Exchange gain on translating foreign operations
was recorded at approximately HK$15,033,000 (2025:
approximately HK$4,503,000).

Liquidity and Financial Resources

As at 30 June 2026, the total
approximately HK$652,449,000 (2025: approximately
HK$607,732,000), including cash and bank balances of
approximately HK$3,468,000 (2025: approximately HK$1,920,000).

assets of the Group were

The Group’s total borrowings as at 30 June 2026 were
approximately HK$66,549,000 (2025: approximately
HK$68,099,000). The Group's gearing ratio (which was expressed
as a percentage of total borrowings over total equity) was
approximately 15.7% as at 30 June 2026 (2025: approximately
17.9%).

As at 30 June 2026, the Group’s net assets amounted to
approximately HK$424,445,000 (2025: approximately
HK$380,585,000).

The directors of the Company are of the view that the Group has
sufficient working capital to finance its operations and to meet its
financial obligations as and when they fall due in the foreseeable
future.
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Significant Investments EXEE
As at 30 June 2026, the Group held investments at fair value R-ZE - XEXA=+H AEBEHEED
through profit or loss of the invested stocks of approximately HEBRMHILZ AL EFABRZZREDY
HK$2,908,000. Details of the significant investments are as 2,908,000 Tt - E KR EFHBWT ¢
follows:
Approximate
percentage of
investments at  Approximate
Net unrealized fair value  percentage to
gains on listed through profit  the net assets
Stock Name Note Stock Code Place of incorporation securities  Market value or loss  of the Group
THESM BRAREGA EAREEE
FER MR RazhEe  BEZAY
L EL Wi RGRSE SRR FH e CEER T BA
HK$'000 HK$'000 % %
TEL TEL % %
Wai Chun Group Holdings Ltd. T 1013 Bermuda 113 253 8.7 0.06
BEEIZRERAA BRE
Champion Technology Holdings 2 9 Bermuda 161 2,655 913 0.63
Limited
BERREEFRAA AEE
274 2,908 100.0 0.69
Notes: et

40

Wai Chun Group Holdings Ltd is an investment holding company
principally engaged in the trading of chemicals. The Company operates
its business through two segments. The General Trading segment is
engaged in the trading of chemicals. The Sales and Integrated Services
segment is engaged in the sales and provision of integrated services for
computer and communication systems. The segment is also engaged in
the design and manufacture of information system software. No
dividend was received for the year ended 30 June 2026. According to its
latest published financial statements, it had net liabilities of
approximately HK$231,165,000 as at 31 March 2026.

Champion Technology Holdings Ltd is an investment holding company
mainly engaged in the renewable energy business. The Company
operates through four segments. The Renewable Energy segment is
mainly engaged in the design and sales of renewable energy products
and solutions. The Smart City Solution Business segment is mainly
engaged in the sale of business solution including software and
hardware for construction site and related businesses. The Sales of
Cultural Products segment is mainly engaged in the trading of cultural
products. The Strategic Investments segment is mainly engaged in the
financial assets at fair value through profit or loss. No dividend was
received for the year ended 30 June 2026. According to its latest
published financial statements, it had net assets of approximately
HK$77,839,000 as at 31 December 2025.

China Environmental Resources Group Limited
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EVENTS AFTER THE REPORTING PERIOD

There were no significant events affecting the Group which
occurred after the reporting period and up to the date of this
report.

EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2026, the Group had 38 (2025: 31) employees. The
Group implements remuneration policy and bonus to ensure that
pay scales of its employees are rewarded on a performance
related basis within the general framework of the Group’s
remuneration.

CHARGES ON THE GROUP ASSETS

As at 30 June 2026, the bank loans of approximately
HK$60,301,000 were secured by (i) the car parking spaces with
aggregate carrying amount of approximately HK$160,000,000; (ii)
a deed of assignment of rental income from the car parking
spaces and (iii) personal guarantee from a director of the
Company.

DIVIDEND

The directors of the Company do not recommend or declare the
payment of any dividend in respect of the year ended 30 June
2026 (2025: Nil).

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

The Group conducted most of its business in Great British Pound,
Renminbi, United States Dollar and Hong Kong Dollars for the year
ended 30 June 2026. The Group has transactional currency
exposures. Such exposures arise from the business operations in
the PRC denominated in RMB. As at 30 June 2026, the Group had
a minimal exposure to foreign currency risk as most of its business
transactions were principally denominated in the respective
functional currencies used by the respective group entities.

The Group does not have a foreign currency hedging policy in
respect of its foreign currency assets and liabilities. The Group will
closely monitor its foreign currency exposure and will consider
using hedging instruments in respect of significant foreign
currency exposure as and when appropriate.

CAPITAL COMMITMENT

As at 30 June 2026,
commitment.

CONTINGENT LIABILITIES

the Group had no significant capital

As at 30 June 2026, the directors of the Company are not aware
of any material contingent liabilities (2025: Nil).
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LEGAL PROCEEDINGS

Legal proceedings regarding a refundable secured
deposit

As disclosed in note 28 to the consolidated financial statements,
the Company has engaged a Hong Kong solicitors’ firm to
commence legal proceedings against two independent third parties
(being the vendor and the target company under a then proposed
acquisition of 100% equity interest in the hotel operations in the
PRC by the Company) (the “Defendants”) to recover a refundable
secured deposit in the outstanding amount of HK$11,000,000
(together with the accrued interest) which was overdue on
22 August 2023. In July 2024, an application for default judgment
has been lodged against the Defendants to the Court of First
Instance of the High Court of Hong Kong (the “Court”) for
approval. In September 2024, the Court made the final and
interlocutory judgment and ordered the Defendants to pay the
Group, among others, HK$11,000,000 together with the accrued
interest, costs associated with relevant legal documents and due
diligence under the proposed acquisition and its subsequent
termination, and costs of this action to be summarily assessed.

The Company is seeking a legal advice to the enforcement of the
final and interlocutory judgment.

Yeung Chi Hang
Chairman

Hong Kong, 30 September 2026
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Biographical Details of Directors

EXECUTIVE DIRECTORS

Mr. Yeung Chi Hang, aged 47, was appointed as Executive
Director on 16 January 2014. Mr. Yeung was also appointed as
the Chairman and chief executive officer of the Company on
27 January 2015 and a member of each of the Remuneration
Committee and Nomination Committee on 25 September 2023
and ceased on 5 December 2023. Mr. Yeung is a substantial
shareholder of the Company. Mr. Yeung studied at Camosun
College, Canada and has over 10 years of experience in
investment, hotel management and in operating entertainment
businesses.

Mr. Wong Po Keung, aged 55, was appointed as Executive
Director on 30 September 2013. He is also the director of certain
subsidiaries of the Company and the financial controller of the
Company. Mr. Wong holds a Master degree in business
administration from the University of South Australia. He is a
fellow member of both the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants. He has ample experience in auditing, accounting,
financial management and company secretarial practices in respect
of listed companies. He has been appointed as an independent
non-executive director of FSM Holdings Limited (stock code: 1721)
since 8 April 2020, and of Wai Chun Bio-Technology Limited
(stock code: 660) and Wai Chun Group Holdings Limited (stock
code: 1013) since 12 May 2025 and Jiu Rong Holdings Limited
(stock code: 2358) since 26 February 2026.
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Biographical Details of Directors
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Mr. Chung Siu Wah, aged 69, was appointed as Executive
Director on 14 August 2014. He is also a director of certain
subsidiaries of the Company. Mr. Chung started his career in 1976
by joining the Hong Kong Government as a Customs Inspector. He
obtained his law degree with honour at the University of London
in 1986 and further obtained his Postgraduate Certificate of Laws
at University of Hong Kong in 1987. He resigned from the
Customs and Excise Department in 1987 and started his legal
career. He has been a solicitor practicing in Hong Kong since
1989. He joined Tony Kan & Co. in 1987 and became a partner in
1992. He retired from the partnership in 2004 but continues to
associate with the law firm as a consultant till now. Mr. Chung
has over 8 vyears of experience in the hotel, gaming and
entertainment industry. Mr. Chung has also experience in the
management of listed company in Hong Kong.

Mr. Chik To Pan, aged 47, was appointed as Executive Director
on 15 April 2016. He is also a director of certain subsidiaries of
the Company. Mr. Chik has wide experience in licensing of
karaoke music products, operating entertainment businesses and
wedding service businesses. Mr. Chik has also experience in the
management of listed company in Hong Kong. He was as an
executive director of United Power Investment Limited (now
named as China Tangshang Holdings Limited) (a company listed on
the Main Board of the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”)) (stock code: 674) for the period from 8 March
2005 to 24 January 2008.

Mr. Liu Yafei, aged 57, was appointed as Executive Director on
2 August 2024. He has over 15 years of experience in
international trading and mining business in the People’s Republic
of China. He obtained his master's degree in engineering from
Wuhan University in June 2009.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Heung Chee Hang, Eric, aged 58, was appointed as
Independent Non-executive Director on 16 January 2015. He is
also a member of audit committee, remuneration committee and
nomination committee. He is a qualified solicitor admitted to the
Supreme Court of Hong Kong and a Civil Celebrant of Marriages.

Mr. Heung received a bachelor’s degree in Law from University of
Leicester England. He has 30 years of experience in the legal
profession. Mr. Heung is presently a partner of Messrs. Wong
Heung Sum & Lawyers, executive committee member of Basic Law
Institute Limited, committee member of USRC Standing
Disciplinary, and a Member of the sixth Guangxi Guilin Municipal
Committee of the Chinese People’s Political Consultative
Conference.

Mr. Lee Chi Ho, aged 44, was appointed as Independent Non-
executive Director on 5 December 2023. He is also the chairman
and member of audit committee, remuneration committee and
nomination committee. He is a fellow member of the Association
of Chartered Certified Accountants and has over 20 years of
experience in finance, auditing and accounting sectors. He
obtained his Bachelor of Arts in Accountancy from The Hong
Kong Polytechnic University in November 2004. He previously
worked as chief financial officer for various companies in Hong
Kong and the People’s Republic of China from June 2014 to April
2023. From August 2004 to December 2013, Mr. Lee was
employed at Deloitte Touche Tohmatsu in Hong Kong and its
affiliates operating in Shenzhen and Shanghai, with the last
position as audit manager. Mr. Lee served as the chief financial
officer in two companies listed in Hong Kong, namely (i) TOMO
Holdings Limited (stock code: 6928) from April 2023 to 1 July
2025; and (ii) Carry Wealth Holdings Limited (stock code: 643)
from November 2023 to 21 July 2026. He was also an executive
director of Carry Wealth Holdings Limited (stock code: 643) from
16 June 2025 to 21 July 2026.
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Biographical Details of Directors
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Ms. Lai Pik Chi, Peggy, aged 62, was appointed as Independent
Non-executive Director and a member of audit committee,
remuneration committee and nomination committee on 3 October
2024. She has over 30 years of auditing, accounting, financial
management experience. She obtained a master degree of
business administration from the University of Manchester in the
United Kingdom in June 2010. She is a fellow member of the
Association of Chartered Certified Accountants and an associate
member of the Hong Kong Institute of Certified Public
Accountants. She has been appointed as an independent non-
executive director of KPa-BM Holdings Limited (stock code: 2663)
since 22 September 2015 and Wuxi Life International Holdings
Group Limited (stock code: 8148) since 1 September 2025 and
China Beidahuang Industry Group Holdings Limited (stock code:
39) since 15 October 2025, all companies listed on the Stock
Exchange. She was an independent non-executive director of Wan
Leader International Limited (stock code: 8482) from August 2024
to September 2024, Elegance Optical International Holdings
Limited (stock code: 907) from May 2024 to May 2025, China
Come Ride New Energy Group Limited (stock code: 8039) from
August 2019 to September 2024 and FEG Holding Corporation
Limited (stock code: 1413) from July 2024 to August 2025, all
companies listed on the Stock Exchange. She was an executive
director of Zhejiang United Investment Holdings Group Limited
(stock code: 8366) from July 2021 to March 2024.
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Rep

The Board has pleasure to present their annual report together
with the audited consolidated financial statements of the Group
for the year ended 30 June 2026.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
Group is principally engaged in metal recycle business, motor and
motor accessories business, car parking spaces rental, money
lending business and securities trading and investment business.
The Group also maintains the green businesses of research,
development and application of technologies and solutions,
manufacture, sale and trading of products, materials, systems and
services for green market segments including the environmental
markets, agricultural markets, organic markets and green
technology markets in the PRC and overseas. The Group has its
own IT business in cloud infrastructure, custom software, and Al-
powered education platforms for businesses and educational
institutions and has also a hotel leasing business in Nepal.

PARTICULARS OF SUBSIDIARIES

Particulars of principal subsidiaries of the Company are set out in
Note 42 to the consolidated financial statements on page 191.

RESULTS

The results of the Group for the year ended 30 June 2026 are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 99 to 100.

BUSINESS REVIEW

The business review of the Group and an analysis of the Group’s
performance during the vyear using financial key performance
indicators are set out in the section headed “Management
Discussion and Analysis” on pages 4 to 42 of this annual report.

Description of possible risks and uncertainties that the Group may
be facing can be found in the sections headed “Management
Discussion and Analysis” and “Corporate Governance Report”, and
Note 6 to the consolidated financial statements on pages 133 to
140 of this annual report.
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EEZEREE

ENVIRONMENTAL POLICIES

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

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

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

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

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

The report of Environmental, Social and Governance of the
Group is available at the HKEXnews website of Hong Kong
Exchanges and Clearing Limited (www.hkexnews.hk), Singapore
Exchange Limited (www.sgx.com) and Company’'s website
(www.cergroup.com.hk).

COMPLIANCE WITH LAWS AND REGULATIONS

During the year ended 30 June 2026 and up to the date of this
report, the Group have complied with all the relevant laws and
regulations in the Mainland China and Hong Kong that have a
significant impact on the Group.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, the sales to the Group’s five largest
customers accounted for approximately 46.1% of the total sales
for the year and the sales to the largest customer included therein
amounted to approximately 24.7%. Purchases from the Group’s
five largest suppliers accounted for approximately 54.6% of the
total purchases for the year and the purchase from the largest
supplier included therein amounted to approximately 28.3%.
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None of Directors, any of their associates or any substantial
Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers or five
largest suppliers.

RELATIONSHIPS WITH EMPLOYEES, SUPPLIERS AND
CUSTOMERS

The Group’'s management policies, working environment, career
prospects and employees’ benefits have contributed to building a
good employee relations and employee retention of the Group.

The Group offers competitive remuneration packages
commensurate with industry practice and provides various fringe
benefits to employees including medical benefits, social insurance,
provident funds, bonuses and a share option scheme. The
management regularly reviews its employee’s remuneration
packages to ensure they are up to prevailing market standard. The
Group keeps a high standard in selecting reputable and reliable
suppliers, in order to meet our own quality, safety, environmental
and product criteria. During the year ended 30 June 2026 and up
to the date of this report, the Group maintained good relationship
with its suppliers. The Group has a well-established business
relationship with the customers.

DIVIDEND

The Board does not recommend or declare the payment of a
dividend for the year ended 30 June 2026 (2025: Nil).

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the entitlement of the
shareholders of the Company to attend and vote at the annual
general meeting, the record date is fixed at 8 December 2026
and the register of members of the Company will be closed from
8 December 2026 to 11 December 2026 (both days inclusive),
during which period no transfer of share(s) will be effected. In
order to be eligible to attend and vote at the annual general
meeting, all transfers documents, accompanied by the relevant
share certificates, must be lodged with Union Registrars Limited,
the branch share registrar and transfer office of the Company in
Hong Kong, at Suites 3301-04, 33/F., Two Chinachem Exchange
Square, 338 King's Road, North Point, Hong Kong for registration
not later than 4:00 p.m. on 7 December 2026.

SEGMENTS INFORMATION

An analysis of the Group's revenue and contribution to results by
operating segments for the financial year is set out in Note 9 to
the consolidated financial statements.
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EEZEREE

SHARE CAPITAL

Details of the share capital of the Company and its movements
during the year ended 30 June 2026 are set out in Note 34 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year are
set out in the consolidated statement of changes in equity on
page 103.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 30 June 2026 amounted
to approximately HK$147,508,000. Under section 34 of the
Companies Act (as revised) of the Cayman Islands, the share
premium is available for distribution to the Shareholders subject to
the provisions of the articles of association of the Company (the
“Articles of Association”), and no distribution may be paid to the
Shareholders out of the Company’s share premium unless the
Company shall be able to pay its debt as they fall due in the
ordinary course of business.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in property, plant and equipment during the

year are set out in Note 17 to the consolidated financial
statements.

PLEDGE OF ASSETS

Details of pledge of assets during the year are set out in Note 19
to the consolidated financial statements.

50 China Environmental Resources Group Limited

;.

AKRBREBEE_TE -_AR"FNA=ZTHILHF
EHRAFBEREZHBELRRNGE IB
W& 34 -

fEE

A B P R
AREBDE -

HIBENFE103E AR

o] 53 i {5 48

ARABR ZEZREANA=ZTHB AT DK
REME 40 /2147,508,0008 7T - IRIEFHSEH S
NENE (B ET) B345 - IR m B ok
FHRE HBABTAQRNFMAEZIZAE
([ ERAA]D) M BRIERRQRTA
FHEESBREPIHIHES T
BAARRBBRMDEERBREELDIE -

YE BERRE

ERME - BERREZZHFBERNE
A BHREMET7 -

AEHHA

FR -BEEHRFBHINRKEYBHRE
BsE19 o

2026 Annual Report



DIRECTORS

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

Executive Directors

Mr. Yeung Chi Hang
Mr. Wong Po Keung
Mr. Chung Siu Wah
Mr. Chik To Pan
Mr. Liu Yafei
Mr. Leung Kwong Choi
(passed away on 6 March 2026)

Independent Non-executive Directors

Mr. Heung Chee Hang, Eric
Mr. Lee Chi Ho
Ms. Lai Pik Chi, Peggy

Pursuant to the Articles of Association, Mr. Yeung Chi Hang, Mr.
Chung Siu Wah and Ms. Lai Pik Chi, Peggy, being the existing
Directors longest in office since their last re-election, will retire by
rotation and being eligible, will offer themselves for re-election.

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

The Company has received, from each of Independent Non-
executive Director, a written annual confirmation of his
independence pursuant to Rule 3.13 of the Rules Governing the
Listing of Securities (the “Listing Rules”) on the Stock Exchange.

The nomination committee of the Company and the Board
considered that all Independent Non-executive Directors are
independent.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2026, the interests and short positions held by each
Director and chief executive of the Company and their associates
in shares, underlying shares or debentures of the Company or any
of its associated corporation, if any, (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO")), as
recorded in the register required to be kept by the Company
under Section 352 of the SFO or otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix C3 of the Listing Rules were as
follows:

Long positions in shares and underlying shares of the
Company

EERBRETHASNKG - HEHE
B RESFZER

RZBZRNENA=Z+TH ARTIEESE
PESTHRAEMNES 2 %AW$AT

s E AR AR EE (nE)(Ex RESH K
B ([EHREBBEERG) EXVE) 2 i’
M HERNDKESFTHERAQRERE
iz %&Hﬁ 5 5 352G B Zii‘uaﬂﬁ Bk
ZTE s NEE &*E?th%ﬁﬁﬂ[%ﬁfeﬁﬁ
%CLW%(T/\%?LTT&%X%WH
g'J(F’fT SFAID AN AR T&Hﬁ%iﬁﬁz
BmEEEWNMT

\o

RAEAFRG RHEREKRBZEFR

Number of shares/underlying shares held in

the Company

FEiATRG ARKGHE

Total interests
as to% to the
issued share

Interest under capital as at

Capacity in which Interests in equity Total 30 June 2026

Name of Director interests are held shares  derivatives interests (Note)

RZEZR

A=+ BH%

- WEEEBT

REBRAETE BEZ2E5E

Espga HAEEDZSH Bt ITHRZ#ER #HiaE (B &)

Mr. Yeung Chi Hang Beneficial owner 102,247,200 — 102,247,200 18.17%

BEELE ERBAA

Note: Wt -

The percentage of total interest was calculated based on the Company’s issued HEHMBEEA L NIE T "FNA=THARF

share capital of 562,869,147 consolidated shares as at 30 June 2026. All the E?’fﬁﬂx$562 869,147 A H D AR EFE - £

interests stated above represent long positions.

Save as disclosed above, as at 30 June 2026, none of the
Directors, chief executive of the Company or their respective
associates had any other personal, family, corporate and other
interests or short positions in shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.
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SHARE OPTION SCHEME

The shareholders of the Company approved the adoption of a

share option scheme on 11 November 2015 (the

“2015 Share

Option Scheme”). The 2015 Share Option Scheme remained valid
for a period of 10 years from its adoption and expired on
10 November 2025. Following its expiry, no further options may
be granted under the 2015 Share Option Scheme.

Details of the 2015 Share Option Scheme are as follows:

(a)

(b)

(c)

Purpose of the 2015 Share Option Scheme

The purpose of the 2015 Share Option Scheme was to
provide the Group with a flexible means of giving incentive
to, rewarding, remunerating and/or providing benefits to the
eligible persons and to provide the eligible persons with all
opportunity to acquire a personal stake in the Group and to
build common objectives of the Group and the eligible
persons for the betterment of business and profitability of
the Group and the Shareholders as a whole.

Eligible persons, according to the 2015 Share Option
Scheme, means: (a) any eligible employee; (b) any non-
executive director (including any independent non-executive
director) of the Company, any subsidiary or any invested
entity; (c) chief executive or any substantial shareholder of
the Company; (d) any consultant or professional advisor to
the Company, any subsidiary or any invested entity; (e) any
associate of director, chief executive or substantial
shareholder of the Company; or (f) any discretionary object
of a discretionary trust established by any of the above-
mentioned persons.

Who may join

The Board might, at its discretion, invite any eligible persons
to take up options at a price calculated in accordance with
sub-paragraph (g) below.

Upon acceptance of the option, the eligible person should
pay HK$1.00 to the Company by way of consideration for
the grant. The option would be offered for acceptance for
such period as may be determined by the Board.

Total number of shares of the Company available
for issue

The Company refreshed the scheme mandate limit at the
annual general meeting of the Company held on
11 December 2020 (the “2020 AGM”") and at the
extraordinary general meeting of the Company held on
29 July 2016 (the “2016 EGM").
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At the 2020 AGM, an ordinary resolution was passed by the
shareholders of the Company approving the refreshment of
the Scheme Mandate Limit. Accordingly, the Company was
allowed to grant options up to 40,730,762 consolidated
shares, which was equivalent to approximately 10% of the
aggregate number of the consolidated issued shares at the
date of the 2020 AGM and as at 1 July 2023 and 8.33% of
the aggregate number of the consolidated issued shares as
at 30 June 2025.

The Share Option Scheme expired on 10 November 2025.
Upon its expiry, no further options could be granted under
the Share Option Scheme. As no options remained
outstanding during the year before its expiry, the total
number of shares available for issue under the Share Option
Scheme as at 1 July 2025, 30 June 2026 and the date of
this annual report was nil, representing 0% of the total
number of issued shares of the Company, excluding treasury
shares, as at the date of this annual report.

Maximum entitlement of each participant

The total number of the shares issued and to be issued
upon exercise of the options granted to a participant under
the 2015 Share Option Scheme (including both exercised
and outstanding options) in any 12-month period should not
exceed 1% of the shares in issue from time to time,
provided that if approved by shareholders in general meeting
with such participant and his associates abstaining from
voting, the Company might make a further grant to such
participant.

In relation to the further grant, the Company should send a
circular to the shareholders, which discloses the identity of
the relevant participant, the number and the terms of the
options to be granted (and options previously granted to
such participant under the 2015 Share Option Scheme and
other scheme) and the information required under the
Listing Rules. The number and terms (including the exercise
price) of options which is the subject of the further grant
shall be fixed before the relevant shareholders’ approval and
the date of meeting of the Board meeting for proposing the
further grant should be taken as the date of grant for the
purpose of calculating the relevant subscription price.
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(e)

(f)

(9)

Period of the 2015 Share Option Scheme

The 2015 Share Option Scheme remained valid for a period
of 10 years commencing on the date of 11 November 2015
and expired on 10 November 2025, after which period no
further options may be granted but the provisions of the
2015 Share Option Scheme shall remain in all other respects
in full force and effect in respect of any options granted
prior thereto but not yet exercised at the time of
termination, which should continue to be exercisable in
accordance with their terms of grant.

Time of exercise of option

Unless the Board determines otherwise, an option might be
exercised in accordance with the terms of the 2015 Share
Option Scheme at any time during which should not exceed
10 years from the date upon which the option was deemed
to be granted and accepted. The 2015 Share Option Scheme
did not require a minimum period for which an option
should be held or a performance target which must be
achieved before an option can be exercised.

Price of the shares

The subscription price for the shares subject to options
would be a price determined by the Board and notified to
each participant and would be at least the highest of (i) the
closing price of the shares on the Main Board as stated in
the Stock Exchange’s daily quotations sheet on the date of
grant of the Option, which must be a business day; (ii) the
average closing price of the shares on the Main Board as
stated in the Stock Exchange’s daily quotations sheets for
the five business days immediately preceding the date of
grant; and (iii) the nominal value of a share.

The number of share options available for grant under the share
option scheme as at 1 July 2025 was 40,730,762. As the share
option scheme expired on 10 November 2025, there were no
share options available for grant as at 30 June 2026.
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The 2015 Share Option Scheme expired on 10 November 2025,
following which no further share options could be granted
thereunder. There were no outstanding share options as at 1 July
2025 and 30 June 2026, and no share options were granted,
exercised, cancelled or lapsed during the year ended 30 June
2026.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2026, the following persons, other than Directors or
chief executive of the Company, were interested or had short
positions in more than 5% of shares and underlying shares of the
Company or its subsidiaries according to the register required to
be kept under Section 336 of the SFO as follows:

—hEREREFEER T _R1F
Jr HJrEIE/% HETBBIL#E PR
LERkE R_TE-_AF+tH—BERZZF
ZRFEANA=Z+TH BEARTEZER
E O AREBEE T -_ARFAA=ZTHIEHF
J;?E MEBREERD 17 FZHK
W e

FERRRIxG  HEARGRES
2

RIEESFNMAEKRIIFE36KEFTE ZER
ft === /\i/\ﬂ +HBH WU TAL
(WIEEFHAR BITBRAB)RAR
AIEM B A :JZHX@&H%HQT%@%%
5% ErERFERNT

Number of shares/underlying shares held in the Company

FifEFAsRE HRRGHE

Total interest

as to% to
the issued
share capital
as at
Personal Spouse Corporate Total 30 June 2026
Name of shareholders interest interest interest interest (Note 2)
NZF|ZR
~A=+HER
BELCET
BARZEDL
BRRESZ BA#ER B B AT HER B (Pt &E2)
Ocean Line Holdings Limited — — 59,900,000 59,900,000 10.64%
(note 1)
EMERER AR (BF3E1)
Ms. Cheung Wai Fung 2,902,400 — 59,900,000 62,802,400 11.16%
(note 1)
KRBT (BF3E1)
Mr. Kwai Sze Hoi — 2,902,400 59,900,000 62,802,400 11.16%
(note 1)
U (BF&ET)
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Notes:

) Ocean Line Holdings Limited (“Ocean Line”) holds 59,900,000 Shares and
is owned as to 60% by Mr. Kwai Sze Hoi (“Mr. Kwai”) and 40% by Ms.
Cheung Wai Fung (“Ms. Cheung”), the spouse of Mr. Kwai, who also
holds personal interest in 2,902,400 Shares. By virtue of Part XV of the
SFO, both Mr. Kwai and Ms. Cheung are deemed to be interested in an
aggregate of 62,802,400 Shares, comprising (i) 59,900,000 Shares held
by Ocean Line; and (ii) 2,902,400 Shares held by Ms. Cheung as at
30 June 2026.

(2) The percentage of shareholding was calculated based on the Company’s
issued share capital of 562,869,147 shares as at 30 June 2026.

(3) All the interests stated above represent long positions.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save for 2015 Share Option Scheme disclosed above, at no time
during the year, was the Company or any of its associated
corporations a party to any arrangement to enable the Directors to
acquire benefits by means of the acquisition of shares in, or
debentures of the Company or any other body corporate and
none of the Directors or their spouses or children under 18 years
of age was granted any right to subscribe for any shares in, or
debentures of, the Company or any of its associated corporations.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the year, there were no transactions which need to be
disclosed as connected transactions and continuing connected
transactions pursuant to Chapter 14A of the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENT OR CONTRACTS OF SIGNIFICANCE

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

DIRECTORS’ SERVICE CONTRACTS

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

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

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

The Board was not aware that during the year ended 30 June
2026, the Directors did have interests in any businesses which
compete or are likely to compete, either directly or indirectly, with
the businesses of the Group.

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

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities on the Stock Exchange.

EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2026, the Group had 38 employees (2025: 31
employees). The Group implements remuneration policy, bonus
and share options scheme to ensure that pay scales of its
employees are rewarded on a performance-related basis within the
general framework of the Group’s remuneration.

DONATIONS

During the year,
donations.

EQUITY-LINKED AGREEMENTS

the Group did not make any charitable

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

PERMITTED INDEMNITY PROVISION

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

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

PUBLIC FLOAT

The Company relies on the Initial Prescribed Threshold (as defined
in Rule 13.32B(1) of the Listing Rules) for compliance with Rule
13.32B of the Listing Rules, where the minimum percentage
threshold applicable to the Company is at least 25% of the total
number of issued shares of the Company. Throughout the year
ended 30 June 2026, based on the information that is publicly
available to the Company and within the knowledge of Directors,
the Company has maintained the minimum prescribed public float
in compliance with Rule 13.32B of the Listing Rules.

CAPITAL RAISING AND EXPENDITURE
Placing of New Shares under General Mandate

On 4 November 2025 (after trading hours), the Company entered
into the Placing Agreement with the Placing Agent pursuant to
which the Company has conditionally agreed to place, through the
Placing Agent on a best efforts basis, up to 64,100,000 Placing
Shares at the Placing Price of HK$0.468 per Placing Share to not
less than six Placees who are professional, institutional, or other
investors that are Independent Third Parties. The Placing Shares
will be allotted and issued pursuant to the General Mandate.

On 7 November 2025 (after trading hours), the Company and the
Placing Agent entered into a supplemental agreement to the
Placing Agreement (the “Supplemental Agreement”), pursuant to
which the maximum number of new Shares to be placed under
the Placing Agreement has been increased from 64,100,000
Shares to 74,100,000 Shares (the “Revised Placing Shares”).

The Placing completed on 2 December 2025 in accordance with
the terms and conditions of the Placing Agreement. A total of
74,100,000 Revised Placing Shares have been successfully placed
by the Placing Agent to not less than six (6) Placees at the Placing
Price of HK$0.468 per Placing Share pursuant to the Placing
Agreement.

The Revised Placing Shares were allotted and issued under the
general mandate granted to the Directors pursuant to an ordinary
resolution passed at the annual general meeting of the Company
held on 3 December 2024.
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The net issue price per Revised Placing Share after deducting all
related costs, fees, expenses and commission was approximately
HK$0.459 and the net proceeds from the Placing received by the
Company were approximately HK$34.06 million.

The aggregate nominal value of the Revised Placing Share under
the Placing was HK$7,410,000 based on par value of HK$0.1 per
Share.

The closing price was HK$0.480 and HK$0.485 per share as
quoted on the Stock Exchange on 4 November 2025 and
7 November 2025 respectively, being the date of the placing
agreement and supplemental placing agreement.

Through the Placing, the Company intended to reduce the interest
burden amidst the high-interest rate cycle by repayment of
interest-bearing debts so as to alleviate the financial pressure and
improve the financial performance of the Group. The Board
considered that the Placing represents a good opportunity to raise
immediate additional funds to strengthen the financial position of
the Group, finance its working capital needs and financial
obligations.

Details of the Placing are set out in the Company’s

announcements dated 4 November 2025, 7 November 2025,
18 November 2025, 19 November 2025 and 2 December 2025.
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USE OF PROCEEDS FMSRIEHE

MESEEENMEXEAERERAE
IIEFEEE D R4 A34.68F & 78 T &34.06
BEAT R-ZE-_RENA=+RH" A

The gross proceeds and the actual net proceeds raised from the
Placing amounted to approximately HK$34.68 million and
HK$34.06 million respectively. As at 30 June 2026, the net

proceeds have been utilized as follows:

SREFENBBERMT

Net

proceeds  Unutilized

utilized net

during the proceeds

Intended year ended as at

use of net 30 June 30 June

proceeds 2026 2026

REBE ®

—BoRE ZB-ARE

7~A=+H FRA=+H

ECE | IEEEE HRSHAH

FHEHET DAMNEFRSE FieMIE

A& REFSE T8

HK$' million  HK$’ million  HK$' million

BEABTT BEABTT BEABTT

Repayment of loans BEEX 12.00 12.00 —
Development of existing recycle and HREALDKEEEHER

motorcycle accessories business HE 10.00 10.00 —
Settlement of outstanding trade and RN ERBRR R H A

other payables JE 1~ 3018 5.00 5.00 —

General working capital —MREEER 7.06 7.06 —

34.06 34.06 —

AUDITORS 1 S Bl

AEBRHZzE T -_RNEA=Z+THIEFEE
RiRE B shR B B A QD R AZ EAD A+ &%
ESHMMEBMERARNERZ KA AK
REERERBEFAS LIRS RZE B
FEZESHMEFEMABR A ABEARR

The consolidated financial statements of the Group for the year
ended 30 June 2026 were audited by ZHONGHUI ANDA CPA
Limited as auditors of the Company. A resolution will be proposed
at the forthcoming annual general meeting of the Company to
reappoint ZHONGHUI ANDA CPA Limited as auditors of the

Company. % S o

On behalf of the Board RERES=Z

China Environmental Resources Group Limited FEHREESRRERRAT
Yeung Chi Hang FE

Chairman BEIE

Hong Kong, 30 September 2026 BB ZTEZAFNLA=1+H
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The Board is committed to maintain and ensure high standards of
corporate governance practice. The Company stresses the
importance of maintaining the quality of the Board by ensuring
that the Directors possess a wide range of expertise and the
effective implementation of an accountability system, so as to
ensure that business activities and decision making processes are
regulated in a proper manner.

The Board has established the Group’s purpose, values and
strategy, and has satisfied itself that the Group’s culture is
aligned. Acting with integrity and leading by example, the
Directors promote the desired culture to instill and continually
reinforce across the Group the values of acting lawfully, ethically
and responsibly. The Company aims to becoming a recognized
company that develops and grows with environment caring.

The Company has complied with the applicable code provisions as
set out in the Corporate Governance Code (the “CG Code”) in
force as contained in Appendix C1 to the Rule Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
for the year ended 30 June 2026, except the followings:

Code provisions C.2.1 of the CG Code provides that the roles of
chairman of the board and chief executive should be separate and
should not be performed by the same individual. This code
provision also stipulate, inter alia, that the role and responsibility
of the chairman of the board and the chief executive should be
clearly established and set out in writing.

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

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

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

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

BOARD COMPOSITION

As at 30 June 2026 and the date of approval of this report, the
Board comprises eight Directors with five Executive Directors,
namely, Mr. Yeung Chi Hang (Chairman and Chief Executive
Officer), Mr. Wong Po Keung, Mr. Chung Siu Wah, Mr. Chik To
Pan and Mr. Liu Yafei and three Independent Non-executive
Directors, namely, Mr. Heung Chee Hang, Eric, Mr. Lee Chi Ho
and Ms. Lai Pik Chi, Peggy.

Mr. Leung Kwong Choi, the former Executive Director, passed
away on 6 March 2026. His position as an Executive Director and
Authorised Representative ceased with effect from that date. No
new director was appointed during the year.

TRRFEEREEFR QG
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L 5 3 3P A
BOARD SKILLS MATRIX ESEHRR
Skills/Experience No. of Percentage Description
Directors of the
Board
KEE ER EEAH EEg fd
Bk
Executive leadership & strategy/ 7 87.5% e Experience in senior leadership roles; and ability to define
directorship or senior executive strategic objectives, constructively question business plans,
experience with other listed critically assess strategic opportunities and risks/threats, and
company(ies) develop and implement effective strategies in the context of
the strategic objectives of the company’s relevant policies and
priorities
RRBERE N KRB N E A T e A MASHULR  UREKEAFNMEMRREBLE
NAEEEEBB X IE\Z@ZWRET,—;— il m@zﬂiiﬁh HWEBHERLZRITER
BEeTHRABZKR®R BREF BB REAR BE  URHEREEERRE
e Prior directorship or senior executive role(s) in other listed
companies
o BREM T ARBIESHB RS RITHA BB
Capital market expertise 5 62.5% e Experience in capital markets, including but not limited to
securities, derivatives and/or commodities businesses, asset
management/private equity, investment banking, and
commercial banking
BARTISEENH e ABEEATHER BEATRAES TETAR SEM
W% BETE/TLERE REFTREAERT
Industry knowledge and experience 8 100.0% e Understanding of the company’s business daily operations,
market development, competitors, technology and innovation
TEMBRER s THMARMEBHEHEZLE MHER BFYF  RMMRAH
Chinese Mainland exposure 8 100.0% ¢ Knowledge of and experience in Chinese Mainland business or
operations, and/or exposure to Chinese Mainland markets and
business environments
9 o B A 3 c AERERGEBREEONRRER R RHER @R
i B % 5 IR
Accounting professionals/financial 3 37.5% e Accounting or financial management qualifications and/or
management expertise experience, including but not limited to experience with
internal controls and/or in preparing or auditing financial
statements, or experience in reviewing or analysing financial
statements to assess financial viability and performance, or
experience in overseeing budgets or funding arrangements
BHEX VBEREENH s EESHAFBERERR LR BIEETRNNBEE
K/ mE B M mER LR ‘JZ%F? S T B S SRR A
M BAITERRENER  AEEREINRERNER
Legal professionals/regulatory & 5 62.5% e Legal qualifications, or experience in regulatory policies, legal or
compliance/risk management regulatory compliance matters

EREREERAR/RARERE

BAEEBER REERR ZRAEEAREENER

Experience in |dent|fy|ng key risks to the organisation, and
monitoring effectiveness of risk management frameworks and

practices
. 1%%%%%%%%%5@%@@&%%@x’i%‘ﬁ%@%&%‘ﬁz%iﬂ’q
The Board believe the above combination of skills, experience and E=ZHeR 4 LiiEZEeRg CBLS
diversity of that Board serves the Company's purpose, values, Tt Z4HAFAARRIZRE  EEE -
strategy and desired culture. HHERHIE L o
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Board Effectiveness

The Board recognises that conducting regular evaluation of its
performance is essential to good corporate governance and Board
effectiveness.

2025/2026 Board Performance Evaluation

An internal review was conducted by the Nomination Committee
to evaluate the performance of the boards and key governance
committees of the Company and its subsidiaries for the two years
ended 30 June 2026. The evaluation focused on the eight criteria
of board performance review: board composition and skills, board
culture and dynamics, board practices, quality and timeliness of
information to the board, board meetings, compliance and
training, risk management and internal controls, and stakeholder
engagement. The Board considered the evaluation results and
concluded that the board of the Company operates effectively.
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EFTNEE

ERgRR THFGMERRERFND
XERNESEUREHEE -

B R SR CAEEESERNNE

REZEBSDHETAIES  UTFEARA
AMENBRARIZESERETEEARALE
eHE T - RNERNAZTHIEMESFE
MRB - FTEZERESTSEIBTHN
HIZE FEeMAKAEELEE =T
NERBE BEESEHR RAESoRM
BRMWEBERERE BEFee% A8
R RBRERERAIELT  UEFEH
FER2HEH -EFEECEITHER IRA
KRB EEGZEETZHAM -

Board Evaluation Process (Internal Review)
EFgMERE (REERM)

Establishment of Evaluation Framework
and Scope by Nomination Committee (NC)
HmRAZEEHIE
FHEHEZR K 85 E

A,

Review and Analysis of findings by NC
REZEGUPAEERETEHRDN

Presentation of evaluation results
and action plans to the Board

MEEE2MEBERRITE

TRRFEEREEFR QG
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Key Observations from the Board Performance Evaluation

The evaluation noted that the Board is effective with the following
core strengths underpinning its performance:

A sense of shared purpose and risk stewardship that balances
public interest and commercial priorities;

Directors with Hong Kong and Mainland China market
expertise and strong professional commitment, supported by
high-calibre executives who enrich dialogue and
decision-making;

An integrity, collaborative, and collegial culture, marked by
mutual respect and open engagement inside and outside the
boardroom;

Exceptionally professional
governance under the direction of Chairman,
well-structured meetings,
disciplined use of time; and

and efficiently administered
with
high-quality materials, and

Generally well-structured and well-governed committees,
featuring focused agendas, strong chairs, and a steadily
improving quality of discussion and impact.

2026/2027 Action Plan to Further Enhance Effectiveness of
the Board

- 66

To continue to deepen the focus of Board agenda setting to
facilitate further discussions on business strategies and
emerging market themes;

To continue to future-proof Board and management
succession planning through (i) a forward-looking Board
succession roadmap taking into consideration refreshed skills
matrix and selection criteria for Independent Non-executive
Directors, and (i) enhanced visibility into leadership pipeline
to closely align with the Company’s strategic focus and
evolving business needs;

To continue to build on strong dynamics and fostering an
even more cohesive and connected Board culture through
offsite meeting(s) and other informal gatherings for soliciting
regular feedback from Directors;

To further enhance onboarding and induction experience for
new Directors, catering for their individual backgrounds and
anticipated committee roles; and

To conduct interviews with each Director in order for them

to provide recommendations to enhance Board
effectiveness.

China Environmental Resources Group Limited
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During the year, the Board held 11 board meetings, including, 4
regular meetings, and if necessary, had also transacted its business
by written resolutions. The Directors participated these meetings in
person or through electronic means of communication. The
attendance of Board meetings of each Director during the year is
set out as below:
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EREB®RS

RER BEF@HBTNIREES (B4
REREGZ) TREZELEARERR
IEﬁ?i‘k EEHRGIEBETBEATA
%ﬁiéﬁi@%f’ﬁz%%)%ﬁﬁqﬁf%%/*
BRI T

Name of Directors

Number of Board meetings
attended/Number of Board
meetings held during

the term of office

REHRCHEESEE
BRRE CDET
EERA EEEERARY
Executive Directors BITESE
Mr. Yeung Chi Hang BEBLEE 10/11
Mr. Wong Po Keung =R A 11/11
Mr. Chung Siu Wah i8S 10/11
Mr. Chik To Pan R 38 5 A 11/11
Mr. Liu Yafei BlaE3E e & 7/11
Mr. Leung Kwong Choi RES & 4/8
(passed away on 6 March 2026) (R-_ZFE - NF=HANNHEM)
Independent Non-executive Directors BIIEPHITESE
Mr. Heung Chee Hang, Eric EEERE 4/11
Mr. Lee Chi Ho FEREE 10/11
Ms. Lai Pik Chi, Peggy RECL L 11/11

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

Every Director is entitled to have access to the advice and service
of the Company Secretary with a view to ensure that the Board
procedures and applicable rules and regulations are complied
with.
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All minutes are kept by the Company and are open for
inspections by any Director during normal office hours by giving
reasonable advance notice. Minutes of the Board meetings and the
Board committee meetings record in sufficient details the matters
considered in the meetings and decisions reached. Draft and final
versions of minutes of the Board meetings and Board committee
meetings have been sent to all Directors and relevant Board
Committee members for their comments and records respectively
within a reasonable time after the relevant meetings were held.

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

To the best knowledge of the Board, there is no financial,
business, family or other material/relevant relationship(s) between
the members of the Board. Every Director has sufficient time and
attention to deal with the affairs of the Group. The Board
considers the composition of Executive Directors and Independent
Non-executive Directors is rational and appropriate and provides
adequate checks and balances to safeguard the interests of
shareholders and the Group.

The Independent Non-executive Directors provide the Group with
diversified knowledge and expertise. Their suggestions, opinions
and participation in the meetings of the Board and each Board
committee bring independent opinions, suggestions and judgments
on issues relating to the Group’s strategy, development,
operations, performance, risk control and conflicts of interest, to
ensure that the interest of all shareholders are taken into account.
Information and responsibilities of all Directors are contained in
this annual report on pages 43 to 46.

The Board has established a mechanism to enable Directors to
seek independent professional advice when exercising Directors’
duties to ensure a strong independent element to the decision
made by the Board which is key to an effective Board.

According to the mechanism, subject to the prior approval by the
executive Director of the Company (which approval shall not be
unreasonably withheld or delayed), the Directors may seek
independent legal, financial or other professional advice from
advisors independent of those advising the Company as and when
necessary in appropriate circumstances to enable them to
discharge their responsibilities effectively, either on the Company’s
affairs or in respect of their fiduciary or other duties, at the
Company’s expense. In case of the Board is seeking independent
professional advice, prior approval must be given by the executive
Director of the Company (which approval shall not be
unreasonably withheld or delayed). The Board will review this
mechanism on an annual basis to ensure the implementation and
effectiveness of this mechanism.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

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

The Chief Executive Officer is principally responsible for the daily
operation and management of the Group’s overall operations and
implementing the Board’s operating strategy and policy and
delegating tasks to all departments for implementation so as to
realize the Board’s objectives and decisions. In addition, the Chief
Executive Officer is also responsible for coordinating close
cooperation among all departments, uniting efforts of staff and
encouraging the initiative of staff so as to ensure smooth and
effective operation of the Company’s operations and systems.

Code provision C.2.1 of the CG Code provide that the role of
chairman of the board and chief executive should be separate and
should not be performed by the same individual. This code
provision also stipulates that, the role and responsibility of the
chairman of the board and the chief executive should be clearly
established and set out in writing.

Mr. Yeung Chi Hang was appointed as Chairman of the Board
and the chief executive officer of the Company on 27 January
2015. Thereafter, Mr. Yeung Chi Hang has assumed both roles.

The Directors are of the view that the vesting of the roles of
Chairman of the Board and Chief Executive Officer in the same
person can provide the Group with strong and consistent
leadership and allow for more effective planning and execution of
long-term business strangles, as well as ensuring effective
oversight of management. The Directors are also of the view that
the present structure is considered to be appropriate under the
circumstances of the Company. The Board has reviewed of its
current Board structure from time to time.

TRRFEEREEFR QG

Corporate Governance Report

EREB®RS

FRRITHER

EEQITRERTHRAZNACTIR -EF
EITREAEEECENF MTBAHREER
*ﬁKﬁlmﬁﬁ&EM" C RE Z
MBBERRED  MIERBEIMEED
15 1 - Tﬁ%$E*uAto

EZ2TFIERAREEFEE  BMRE

ETENAARAREMNGZ - BEFEXE
fmﬁ%§$Aﬁ&ﬁ@¢&Eﬁfﬁﬁ
R UAkERMAEEREENSFIHET
Am o BEFEIRARANETESH
R BERMMEBREFTEERNE
BUHREEMNSELERENFEN
FEDEFR -

=

THAEHRTIEAEAEE %%%WWE%
BIERER BITEFSKE R LRI
R TECBEEMANT RERES
SWMEBENRE - M THRAMRTAER
HHRASHBANETAFERE BEETH
NE HBEIREGEN BEARTDES
Ko 45 IR T A B ET

PRERTRAEC2UETRIGEXRE &
FeIRMTREARZACRAMRD -
BTEHR— ALEE - ZTRGEXIR
TEEEIFRITHRAER ZBENEERE
VA & T 7 2005 BB SZ 30 AN A SR o

BEEEENR _T-—HAF—A_t+tHE
RERARBEFTSIFERITHAE - W
- HEBEEAEZREBRE -

EERABAR-ATEREETSERERIT
B A8 A RE N SR R i 02 5 i B A R
B EAEEEEFRORBLRATRS

EBRE YHRRAYAEETE BN
RRURARBNBERME REREBNG

E-EFE ETHREERATESFTER
e

CECZREFR 69




Corporate Governance Report
TEERRE

RE-ELECTION OF DIRECTORS

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

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

Pursuant to the Articles of Association and as at the date of
approval of this report, Mr. Yeung Chi Hang, Mr. Chung Siu
Wah and Ms. Lai Pik Chi, Peggy, being the existing Directors
longest in office since their last re-election, will retire by rotation
and eligible for re-election at the forthcoming annual general
meeting of the Company.

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

Details of the length of tenure and current term of appointment
of each Director during the year and up to the date of this report
are set out below:

EEZER

REBEGEEARTRINRABEREMA  E
EX(BERBIFVTER)EB=FGHN
RE—R-e

SER BN FHESEFQRAAT
REZARKRE BREFYABLEN
R RERER DEAARAE
B2 Ek

REABERZANER A RELERT
BEELRLE BIERERBEZLLIR
BEXEEERAEIRERRZBEE
E REARARAERERRBEFASH
FREANSERERE -

FESFDEARBFYHINERTCEE
ARG ZREXNN - EEZBE2EAM
ERMANFTE 2 AT BRI RN KA
AAEFTBERMCEFHSIRFILIFHN
TEFEERWER) -

FAREBEEAREAY SESNIHE
EREMZEERNOFBTHINDT

Name of Directors Length of Tenure

Current Term of Appointment

EEia EHRE EREEEH

Executive Directors

BITEE

Mr. Yeung Chi Hang 12 3 years ending on 15 January 2029 (subject to
retirement by rotation under the Articles of
Association)

BEBELEE REBFE - R_Z_NAE-A+HEBEMCER
BAEGEIRZMANSERE)

Mr. Wong Po Keung 13 3 years ending on 29 September 2028 (subject
to retirement by rotation under the Articles of
Association)

HIRBITHE REBE RZ_Z_NFALAZtHBERCE
BIBFABERMARFRE)

Mr. Chung Siu Wah 12 3 years ending on 13 August 2029 (subject to
retirement by rotation under the Articles of
Association)

EOEERE REBE - RZZ_AFNAAT=ZAE® (AR

BHESERARNSFERE)
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Name of Directors Length of Tenure

Current Term of Appointment

EEis EHRE EMEFEEH

Mr. Chik To Pan 10 3 years ending on 14 April 2028 (subject to
retirement by rotation under the Articles of
Association)

L8 3 5 A RERFE R N\FNA+HBEERER
RABERAA R FERE)

Mr. Liu Yafei 2 3 years ending on 1 August 2027 (subject to
retirement by rotation under the Articles of
Association)

BIEERE RERE R FNA—-BERARE
AR EIRME R FERE)

Mr. Leung Kwong Choi (passed away

on 6 March 2026)
REARER_ZE_"F=ZARAH
BEit)

Independent Non-executive Directors

BIFBITESE

Mr. Heung Chee Hang, Eric 11 1 year ending on 15 January 2027 (subject to
retirement by rotation)

EEESLE ARENFE RZE+LF-ATHEERER
fER1E)

Mr. Lee Chi Ho 2 3 years ending on 4 December 2026 (subject to

TEEEA
Ms. Lai Pik Chi, Peggy

REZLL

The Board has received from each Independent Non-executive
Director a written annual confirmation of his independence and is
satisfied with their independence in accordance with the Listing
Rules. The Company considers that all Independent Non-executive
Directors meet the independence guidelines set out in Rule 3.13

retirement by rotation)

AERF R-ZEBE_R"F+_AMNBRER (AR
&R 1)

3 years ending on 2 October 2027 (subject to
retirement by rotation)

REBE R-_Z_+tF+A_BER(EARE
RAE)

E=ZgC WIS BUFNTESTHLAES
THMHMBFEEERE ]H:.iﬁwﬁgﬁ
BLEMRBRENBILM - KRB RRA

EBIYIERNTESHFALETR a‘J%B 1315

of the Listing Rules and are independent to the Company.

AUDIT COMMITTEE

The Board has established an audit committee
Committee”) with the term of references in accordance
Listing Rules and the CG Code. The Audit Committee
comprises three Independent Non-executive Directors,
Mr. Lee Chi Ho (Chairman), Mr. Heung Chee Hang,
Ms. Lai Pik Chi, Peggy.

(the

Freim B 185 - WHBIZ N ARRF -
BEREES
"Audit EEBSERELTBIRSESATAK
with the Y HEZZE€((BEZRZEE)) W57 HE
currently #E -BFZREZEEHRIH= %ﬁi##ﬂﬁ
namely, ZESZHEK BZFExL4E(EF) FLE
Eric and SEAERREZ LT -
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The primary duties of the Audit Committee (as set out in its terms
of reference) includes:

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

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

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

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

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

6.  to consider other topics, as defined by the Board.

During the vyear, the Audit Committee had reviewed and
discussed, in accordance with its terms of reference, the financial
reporting matters with external auditor, including the review of
the interim and annual consolidated financial statements, the risk
management and internal control, internal audit functions and the
audit fee and made recommendation to the Board for re-
appointment of external auditor.

During the year, the Audit Committee held 2 meetings. The
attendance of Audit Committee meetings of each member is set
out below:

ERZEEZIZRE (HNAREKLE)

B

1. MEZFSRHIME BB RERINE
BRI 2% - HLESREIMNEREE

BB 2 B AR AR DA K B IR (] B R A%
SUEM B L AR S WO ] RE

2. EERYHEINIBZBOANHESFENE

ZIEEREE

3. WA RERINSZBEE B RE
B

4. RESFSEXITHRFEMHEHREA
%E‘rﬁﬁ?ﬁ#ﬁz% I & & (I fa) 48 B8 A
REZ

5. MEANRENMEERE  REEEKR
R EEHE R

6. EZEEZEEREMEMEE -

FA - BERZEQCREEBEESHERSI

BRzEmMmER AT wmUEREEE 2R
EHTHRFESAMBEERER RARERE
LAMER ABEABELERE A
BRI RBMmE =S REES -

FR G BRZEERT2REH - TKEH
FEZZEEERBRHIWT

Name of the Audit Committee Members

Number of Audit Committee
meetings attended/

Number of Audit Committee
meetings held during

the term of office

REHRCHESBSZESE
HAE ERTERESS
BERZEEREHA T
Mr. Lee Chi Ho (Chairman) TERRE(EFE) 2/2
Mr. Heung Chee Hang, Eric HEEERE 172
Ms. Lai Pik Chi, Peggy REZ T+ 2/2
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REMUNERATION COMMITTEE

The Board has established a remuneration committee (the
“Remuneration Committee”) with the term of references in
accordance with the Listing Rules. The Remuneration Committee
currently comprises three Independent Non-executive Directors,
namely, Mr. Lee Chi Ho (Chairman), Mr. Heung Chee Hang, Eric
and Ms. Lai Pik Chi, Peggy.

The primary duties of the Remuneration Committee (as set out in
its terms of reference) include making recommendations to the
Board on the Company’s policy and structure for all Directors’ and
senior management’s remuneration, and on the establishment of a
formal and transparent procedure for developing remuneration
policy. In accordance with Code Provision E.1.2(c) of the CG
Code, the Remuneration Committee has adopted model (i) to

make recommendations to the Board on the remuneration
packages of individual Executive Directors and senior
management.

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

1. to review the Company’'s emolument policy and the
remuneration for all Directors, including performance of
Executive Directors;

2. to review management’s remuneration proposal with
reference to the corporate goals and objective of the Board;
and

3. to review and recommend the remuneration of individual
Executive Director and Independent Non-executive Director.

During the year, the Remuneration Committee held 2 meetings
and had also transacted its business by written resolutions.

The attendance of Remuneration Committee meeting of each
member is set out below:
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Name of the Remuneration Committee Members

Number of Remuneration
Committee meetings
attended/Number of

Remuneration Committee

meetings held during
the term of office

REHREHEGFWNESS

EHRAY EEOFMNEST

FWNEZEEENENRS RPN
Mr. Lee Chi Ho (Chairman) TERERE(EFE) 2/2
Mr. Heung Chee Hang, Eric BAEELE 172
Ms. Lai Pik Chi, Peggy REZT+ 2/2
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The Company aims to design remuneration policies that attract
and retain employees that are needed to run the Group
successfully and to motivate employees to pursue appropriate
growth strategies whilst taking into account performance of the
individual. The remuneration should reflect performance, ability
and responsibility of the individual; and the remuneration package
will be structured to include salary and bonus to provide
incentives to directors and senior management to improve their
individual performances.

The Company has put in place a directors’ remuneration policy to
determine the remuneration packages of directors to ensure that
there is an appropriate level of remuneration to attract and retain
experienced people of high calibre to oversee the Group’s
business and development. The remuneration of directors is
reviewed at least annually and determined with reference to the
skills and knowledge of the directors, their job responsibilities and
level of involvement in the Group’s affairs, corporate performance,
individual performance as well as prevailing market conditions.
Remuneration comprises directors’ fees, salaries, allowances and
performance-related bonuses, equity-settled share based payments
and retirement benefit contributions.

The Group’s business are under the direct responsibility of the
Executive Directors who are the only senior management of the
Company. Details of emoluments of Directors and the five
highest-paid employees of the Group during the year are set out
in Note 14 to the consolidated financial statements.

NOMINATION COMMITTEE

The Board has established a nomination committee (the
“Nomination Committee”) with the term of references in
accordance with the Listing Rules. The Nomination Committee
currently comprises three Independent Non-executive Directors,
namely, Mr. Lee Chi Ho (Chairman), Mr. Heung Chee Hang, Eric
and Ms. Lai Pik Chi, Peggy.

The primary duties of the Nomination Committee includes review
of the structure, size and composition of the Board and board
diversity policy on a regular basis, assisting the Board in
maintaining a board skills matrix assessing new candidates for
appointment as Directors and the independence of Independent
Non-executive Directors and considering the retirement and re-
election of the Directors and assessing each Director's time
commitment and contribution to the Board and supporting the
Company’s regular evaluation of the Board’'s performance.
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Set out below is the summary of work of the Nomination
Committee (as set out in its terms of reference) done during the
year:
1.  to assess the independence of each Independent Non-
executive Director;

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

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

During the year, the Nomination Committee held 1 meeting. The
attendance of Nomination Committee meeting of each member is
set out below:
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AN #5I5R ??@ MR TR E TAEHE
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Name of the Nomination Committee Members

Number of Nomination
Committee meetings
attended/Number of

Nomination Committee

meetings held during
the term of office

RIEHREHEREEEE

ERRY CETREZESH

REZEERENSE EEDS
Mr. Lee Chi Ho (Chairman) FEREE(FE) 11
Mr. Heung Chee Hang, Eric sEELEE 0N
Ms. Lai Pik Chi, Peggy REZTT 11

NOMINATION POLICY

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

Pursuant to the Nomination Policy, the nomination committee
reviews the structure, size and composition of the Board
periodically and make recommendation on any proposed changes
to the Board to complement the Company’s corporate strategy.
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When it is necessary to fill a casual vacancy or appoint an
additional director, the nomination committee identifies or selects
candidates as recommended to the committee pursuant to the
criteria set out in the Nomination Policy. Based upon the
recommendation of the nomination committee, the Board
deliberates and decides on the appointment. During the year,
there was no appointment of new director. In addition, every
director shall be subject to retirement by rotation or re-election at
least once every three years and shall be eligible for re-election at
each annual general meeting. The nomination committee has
reviewed the overall contribution and service to the Company,
expertise and professional qualifications of the retiring directors,
who offered himself/herself for re-election at the annual general
meeting, and to determine whether such director continues to
meet the criteria as set out in the Nomination Policy.

Directors’ Time Commitment

All Directors should ensure that sufficient time and attention is
allocated to the Company to discharge their responsibilities. They
are required to disclose to the Company the number and nature
of offices held in public companies or other organisations and his
or her significant commitments at the time of his or her
appointment, and any subsequent changes thereto in a timely
manner.

The nomination committee had reviewed and assessed each
Director’s time commitment and contribution to the Board for the
year ended 30 June 2026 and each Director’s ability to discharge
his or her responsibilities. The nomination committee considered
that each Director gave sufficient time and attention to the affairs
of the Company and undertook his or her responsibilities
effectively during the year ended 30 June 2026, with regard to
the following:

o Directors’ skills and experience which are summarised in the
Directors’ skills matrix set out in the Board Composition
section of the Corporate Governance Report;

o Each Director’'s role and positions at the Company and its
subsidiaries, as well as his or her external directorships or
offices in other companies or organisations and/or other
major commitments; and

. Each Director’s attendance record at the Board and committee

meetings of the Company and its subsidiaries during the
year.
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DIVIDEND POLICY

Under the Companies Act (as revised) of Cayman Islands and the
Memorandum and Articles of Association of the Company,
dividends may be paid out of the profits of the Company, or
subject to solvency of the Company, out of sums standing to the
credit of the share premium account of the Company. However,
no dividend shall exceed the amount recommended by Directors of
the Company.

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

Having considered the Group’s financial performance and the need
to preserve cash resources for general working capital, the Board
resolved not to recommend or declare the payment of dividend for
the year ended 30 June 2026. All dividend decisions made by the
Board were made in accordance with the Company’s dividend

policy.
BOARD DIVERSITY POLICY

The Company recognizes and embraces the benefits of having a
diverse Board, and sees diversity at Board level as an essential
element in maintaining a competitive advantage. The Company has
adopted a board diversity policy.

All appointments of the members of the Board are made on their
merit in the content of the talents, skills and experience to be an
effective Board as a whole.

TRRFEEREEFR QG

Corporate Governance Report
TEERBE

Iz BB

RERMSFEE R ANEKER) RALQAHE
BERANMELAA - BB AARBEHN
FORS - REARBEMEDART - A
A w) B A e (B B P B HE R B BR T o A
m BREAFERARAEZTMER LS
B o

EREEZXNARRBREBASARAE
SHE MARREBFHERST  BURR
M EE EEES  FHMNR - REA
RREREBR  URARAEETHRR
HEMEMEMEE TRAARKRE R &
e NS AR R B BB R w4 S R A E AR S
EREXMER BARREZBUHESR
BE BB - NRBABEMTALETH
EE LR -

REBASENPHERAARREREE
RIE—REEEEZNFR EFTFRETDT
BRI EREE_T_AFAA=TBL
FENORES -EFESFHZMERBRE
BIREARRE ZREBEIEL -

EFEESTibEE

AABEBRERBAAGEZTILESTENE
o WREFTEBFENZ TIERBERHRTF
BENEZRLR ARARMNTEESS
AL B -

EEEXNENMEZENRESTSERE
MERMBENT L REREREFERE

R

—EoREFER 77




Corporate Governance Report
TEERRE

The Nomination Committee reviews and assesses the composition
of the Board by considering the benefits of all aspects of diversity,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience etc. in order to
maintain an appropriate range and balance of talents, skills,
experience and background on the Board.

The Nomination Committee also oversees the conduct of the
annual review of the effectiveness of the Board and considers the
balance of talents, skills, experience, independence and knowledge
on the Board and the diversity representation of the Board.

The Board currently comprises seven male Directors and one
female Director. As at 30 June 2026, the gender ratio of the
senior management (comprising only the five Executive Directors
performing senior management functions) was 100% male, while
the gender ratio of the workforce (excluding senior management)
was 70% male and 30% female. The Company also maintained
workforce diversity policy in order to foster a diverse, equitable
and inclusive workplace and provide equal opportunities for
recruitment and development of talents.

The Board has reviewed board diversity policy on an annual basis
to ensure its continued effectiveness. For compliance with the
Listing Rules and the board diversity policy, the following
measurable objectives were reviewed and implemented:

° at least one-third of the members of the Board shall be
Independent Non-executive Directors;

o at least one of the members of the Board shall have obtained
accounting or other professional qualifications;

o members of the Board shall have knowledge or experience
relating to the business operation of the Group;

o at least two of the members of the Board shall have

China-related work experience;

o no single gender Board is allowed; and

o at least one director of a different gender to the nomination
committee.

After review, the Board considered that the board diversity policy
is effective and adequate.
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CORPORATE GOVERNANCE FUNCTIONS

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

1. to develop and review the Company’s policies and practices
on corporate governance, including the board diversity
policy, mechanisms to ensure independent views of the
board and shareholders communication policy, and make
recommendation;

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

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

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

5. to review the Company’'s compliance with Appendix C1
(Corporate Governance Code and Corporate Governance
Report) of the Listing Rules.

The Directors have disclosed to the Board the number and nature
of offices held in public companies or organizations and other
signification commitments (if any). During the year, the Board had
attended and reviewed the above matters. The Board also
regularly reviews the contribution required by each Director to
perform his responsibilities to the Company and whether he is
spending sufficient time performing his duties.
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TRAINING OF DIRECTORS

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

In addition, the Directors are provided with monthly updates on
the Company’s performance and position to enable the Board as
a whole and each Director to discharge their duties.

According to the requirements in the Rules 3.09F, 3.09G, 3.09H
of the Listing Rules and paragraph B(i) of CG Code and pursuant
to Rule 3.09G of the Listing Rules, director training must cover
board and directors’ duties, Listing Rules and Hong Kong law
compliance, corporate governance and ESG, risk management and
internal controls, and industry and business updates.

All Directors should participate in continuing professional
development, develop and update their knowledge and skills in
order to ensure that they contribute to the Board with
comprehensive information and as and when required. The
Company shall be responsible for arranging and funding
appropriate training, placing appropriate emphasis on the roles,
functions and responsibilities of Directors of the listed company.
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Record of training received by each Director during the year #HE_Z-_XFESNA=-ZTHIFE &%
ended 30 June 2026 is summarized below: EFTEE E’JiE Sl sE B Zm T -
Directors’ Training Hours by Mode of Training™, Topics® and Training Providers®
BEERXO EEOREINHBEOR 2 ESEINFY
Internal External Total Training
Training Training Self-study Hours
P B 3 3l b ap 3 3l B2 3l 48 B
Executive Directors BITES
Mr. Yeung Chi Hang BEELEE — — 13 13
a, b cde
i
Mr. Wong Po Keung BERBEE — 55.5 10 65.5
a, bcde a, b cde
i i, iii
Mr. Chung Siu Wah BELELEE — 19 1 20
a, b,cdf e
i ii
Mr. Chik To Pan B 5 A — — 14.5 14.5
a,b,cde
i
Mr. Liu Yafei EEE i — — 13 13
a, b,cde
i, i
Mr. Leung Kwong Choi® RESFED — — — —
Independent Non-Executive BIAFHTES
Directors
Mr. Heung Chee Hang, Eric BEEBEE — 30 - 30
b,cde,f
i
Mr. Lee Chi Ho FEREEE — 14 2 16
abcde a b, e
i i, i
Ms. Lai Pik Chi, Peggy REZLL — 34.5 1 35.5
abcdf e
i ii
Notes: Btat -
(1) Modes of Training: (1) EIIER -

— internal training: participation in internal briefings or seminars — AEREE - 2EA QR RENREG
provided by the Company (primarily delivered by legal REIMITS(EBHERRENKT
representatives or industry experts). FEEREHE) -

—  external training: in-person or online participation in briefings, — HNERIET : MR F2RERE
seminars or lectures, or through online training provided by MASHBE REBTEERIE
industry experts or regulatory bodies. BEHWERENR LB

— self-study: reading the latest regulatory and compliance information — B2 HESHEERARENSE
or other industry-related materials. fITEMEBE R -
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TtEERBRSE
(2) Topics:

(a) board and directors’ duties;

(b) Listing Rules and Hong Kong law compliance;
(c) corporate governance and ESG;

(d) risk management and internal controls;

(e) industry and business updates in relation to the company’s
business; and

(f) others.
(3) Training Providers:
(i) regulatory bodies/professional bodies/professional firms
(i) the Group
(iii) others

(4) passed away on 6 March 2026 and unable to confirm the above
information.

DIRECTORS’ AND OFFICERS’ LIABILITIES
INSURANCE

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

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transaction by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix C3 of the Listing Rules as the Company’s
Code of Conduct regarding Director’s securities transactions.

Having made specific enquiry, all Directors confirmed that they

have complied with the required standard set out in the Model
Code throughout the year ended 30 June 2026.

- 82 China Environmental Resources Group Limited

@ E&:
(@) BEHRELEZ=WBRA:
(b) LETFRAREREZEZAMR:
(0 DEBE/ARESE #HakEh:
(d) REBREERAIMEE:

(e) BEAREBNITERREB&NE
& &

H  Ef-e
() HEIIEE
(@) EERE/SxEE FEQF

i) A%E
i) Hfe
@) R-BoAESANEBE KRERD
RER -
ESkEARENT TR

ARAERARANERBEERSRER
BZHEFELSABENETRR -ZF
FRRECEEDTPREENKNAN B
A kEE-

ESETEAXD

ARABEBRM £ TR R ERCIpT L L 3%
TABSETES X HNEESTA([1EE
SADERARREFETESFXHNIT
ATl

CHEHETERAE 2EEFCERES
REBEZ2-_ZE-_RXFNA=Z1+BHIEFE—H
BITIZESTRIFTE A IR AR o

2026 Annual Report



RISK MANAGEMENT AND INTERNAL CONTROL
SYSTEMS

The Board recognizes its overall responsibilities for maintaining
sound and effective risk management and internal control systems
of the Group and risk taking is unavoidable as part of the Group's
business. By appropriate risk management and continuous risk
monitoring, risk taking can bring value to the Company. The
Board believes that risks are acceptable after prudent assessment
of their impact and likelihood. The Company can protect its assets
and shareholders’ interests and create value simultaneously
through appropriate risks management and control measures. The
systems includes a defined management structure with limits of
authority, safeguards its assets against unauthorised use or
disposition, ensures the maintenance of proper accounting records
for the provision of reliable financial information for internal use
or for publication, and ensures compliance with relevant laws and
regulations. The systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can
only provide reasonable and not absolute assurance against
material misstatement or loss.

Process used to identify, evaluate and manage
significant risks

The Group recognises that it is necessary for identifying and
assessing the significant business, operational, financial and
compliance risks, as well as environmental, social and governance,
fraud and cybersecurity risks on an ongoing basis. Risk
identification and assessment should be undertaken throughout
the year, but in any event must be undertaken on an annual basis
by the Audit Committee. Risk identification involves collecting
information from the senior management to identify relevant risks
and then need to update the risk register in response to changes
in its business and the external environment. Risk assessment
should include the review of

(i)  the timely and efficient management and reporting the key
risks; and

(i) any events, incidents or trends that have arisen or might arise.

Risk evaluation and risk prioritization

Risk ranking process involves analysing the inherent likelihood and
impact of each identified risk in order to facilitate the senior
management to prioritise the identified risk items and identify the
responsible risk owners.
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Risk reporting, managing and monitoring

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

Procedures for the handling and dissemination of
inside information

The Group is committed to a consistent practice of time, accurate
and sufficiently detailed disclosure of material information. To
ensure that proper safeguards exist to prevent a breach of a
disclosure relation to the Group, procedures for the handling and
dissemination of inside information are as follows:

1. When any employee becomes aware of any actual or potential
Inside Information, he/she must immediately inform any
member of the Disclosure Working Group comprising the

Chairman of the Board, Chief Executive Officer, Executive
Directors and Legal Counsel.
2. Meeting of Disclosure Working Group shall be convened to

conduct preliminary assessment of the information received.

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

4. The Board reviews the recommendation of the Disclosure

Working Group and approves the issue of an announcement
and any other documents as appropriate.
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Principal Risks and Uncertainties

The principal risks that could materially impact the Group’s
business, financial condition, and operational results, together with
the mitigation measures, are summarized below:

Customer & Market Concentration Risk — Over-reliance on
major clients or specific market segments may cause revenue
volatility. The Group mitigates this by fostering strategic long-term
partnerships with key recurring clients, deepening engagements
with existing customers, enhancing service and product offerings,
and maintaining continuous credit monitoring.

Supply Chain & Logistics Network Disruptions — Supply chain
bottlenecks, shipment delays, or operational disruptions across
suppliers may impact product availability and order fulfillment. The
Group addresses these risks by strengthening strategic vendor
relationships, optimizing safety stock levels, and engaging reliable
logistics partners to ensure business continuity.

Execution and Impairment Risks on Strategic & Intangible
Assets — The development and project implementation of
strategic assets are subject to the Group’s resources, market
dynamics, and regulatory compliance. The Group engages external
experts for due diligence and evaluation, tracks regulatory
changes, implements milestone monitoring, and conducts regular
impairment reviews in accordance with accounting standards.

Market Demand and Regulatory Transition Risks (including
European Union Environmental Standards) — Stricter international
environmental mandates, such as European Union emission
regulations and green transition policies, may suppress consumer
demand for high-performance internal combustion engine vehicles
within relevant business segments. The Group actively monitors
regulatory shifts, optimizes product portfolio allocations, and
evaluates opportunities in sustainable and low-emission alternatives
to adapt to evolving market preferences.
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Main features of the risk management and internal
control systems

A professional advisory firm was engaged to perform internal audit
function for the Company, including to conduct a review on the
Group's risk management and internal control systems at the
corporate level and business level on certain agreed control areas
as stated in a three years internal control review plan to the
management and endorsed by the Board and Audit Committee.
During the reporting period, there were no significant changes to
the Group’s risk management and internal control systems in
comparing with the previous years.

The scope of the internal control review carried out during the
year focusing on corporate governance; revenue, accounts
receivable and receipt cycle; cash, bank and treasury
management; and financial reporting. The specific procedures
performed by the professional advisory firm include:

a)  understand how a control procedure is carried out during the
period from 1 July 2025 to 30 June 2026 through discussion
with the management, and reading relevant policies and
procedures;

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

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

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

e)  perform a follow-up review after the Company has responded
to the findings stated in the Report. The final Report will be
issued after the follow-up procedures have been completed.

The stakeholders involved in the review included the Board,
management and employees. The are actively engaged to provide
feedbacks in the reviews.

The report and recommendations have been submitted to the

board and follow-up action has been taken based on
recommendations, which will be monitored by the board.

- 86 China Environmental Resources Group Limited

EREERANBEERRZEEZRE

ZIK/AETE%Z‘ %-%?}%Eﬁ%ﬂé@%@ﬁﬁﬂ%ﬁ
BB ERRENEEEREIVEE
%A&%ﬁ?,\aﬁtﬁéﬁ FREPE IR
BIGtEIFTE  iAKREE QR EBE kXK
BELEETHENEERINRAREE R
NEPEERRETEN RBEHMA - K
EIE’JHA”@&W*BW%*%?E@ (EGE
JEMRL I B R

FRETHANEREHBRZENDE
EBoa s Wam - BUPSRR L ESUBE - Re -
RITRNESEE: UNHBRE -EXRE
FMEBRTHAREFSTE

a) BBREEENWw  LHEMERBERE
MEF - THR-_T-_hFtA—HBZE
TR CRFERNAZ=T BB NAETT
e E

by HRETEEREEFRERXBERHEST
£ EERFEERDEA MR R
it W RRAMBREER &
Bla@is WmeE dEEERNEM
TR WHEBEITETENHUEH
& RN T 2 2

0 REERARRBETNERER
REBEBREMEREZERFARAITH
BEHETEzRBENEARNA

d RHEEEZZ BECHIMNEER
FRCHERGEE AR KRR R
BER)RATHBEHEIRZE &

e) MRARBIEEHREMTANEIREKHE
TTRERRN - REHEHNERERFF
FERRER -

2ERMUNBNERRESFS TEEN
BE - WEBEHSEBEMARIRE -

-

RERERRECRESR2R  UikH
BRERNRETY KHEFTGER-

2026 Annual Report



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

During the review, the board was able to obtain sufficient
information without facing any obstacles.

The Board’s confirmation on risk management and
internal control systems

The Board confirmed that it has the ultimate responsibility for the
Company's risk management and internal control systems.

There were no significant control failings or weaknesses identified
during the year.

The management communicated monitoring results to the Board
once a year. The Board has received confirmation from
management on the effectiveness and adequacy of the Company’s
risk management and internal control systems. Based on such
management confirmation, the risk management mechanism and
internal control review activities mentioned in the aforesaid
paragraphs, the Board and Audit Committee were of the opinion
that the Company had maintained an effective and adequate risk
management mechanism and internal control systems during the
financial year ended 30 June 2026.

WHISTLE-BLOWING POLICY

The Board adopted a whistle-blowing policy to (i) foster a culture
of compliance, ethical behaviour and good corporate governance
across the Group; and (ii) promote the importance of ethical
behaviour and encourages the reporting of misconduct, unlawful
and unethical behavior. All complaints received under the
whistle-blowing policy are promptly reported to the chairman of
the audit committee or designated persons of the Group to
ensure accountability and transparency. The Audit Committee will
continue to monitor and evaluate the effectiveness of the
whistle-blowing policy.

ANTI-CORRUPTION POLICY

The Board adopted an anti-corruption policy to achieve the
highest standards of integrity and ethical behaviour in conducting
business. The anti-corruption policy outlines specific guidelines that
must be adhered to by all Directors and employees of the Group
and third parties dealing with the Group to effectively combat
corruption. It demonstrates the Group’s commitment to the
practice of ethical business conduct and the compliance of the
anti-corruption laws and regulations that apply to its operations.
The anti-corruption policy is reviewed and updated periodically to
align with the applicable laws and regulations as well as the
industry best practice.
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COMPANY SECRETARY

The Company Secretary is Mr. Lo Tai On who has been engaged
and appointed by the Company from an external secretarial
services provider.

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

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
consolidated financial statements for each financial year which give
true and fair view of the state of affairs of the Group in
presenting the interim and annual consolidated financial
statements and announcements to the Shareholders. The Directors
aim to present a clear and understandable assessment of the
Group's position and prospects. The Board acknowledges its
responsibility to present a clear and understandable assessment in
the Company’s annual and interim reports, other inside
information announcements and other financial disclosures
required under the Listing Rules and to report to the regulators.

The responsibility of the external auditor with respect to the
financial reporting and its audit opinion are set out in the section
“Independent Auditor’'s Report” on pages 94 to 98.

REMUNERATION OF THE AUDITOR

For the year, the remuneration in respect of audit services
provided by auditor of the Company, ZHONGHUI ANDA CPA
Limited, was HK$920,000.

The non-audit service provided by auditor of the Company is
detailed as follows:

ATHE
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SEARLARFE - EZTEEREER
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e

BRENEZEMOTEEREETUALER
ZE RN FEZ8E 1 [ L % BAN ],
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B AT &
BRASEE B - R ) % A o B 20
EHHMBRDARUBHABEOMS A
920,000/ 7T °

RRABIZEEM IR H A IEET R H 15N
T

Provision of compilation engagement service for the
interim result for the six months ended
31 December 2025

Review on internal control systems over Anti-Money
Laundering and Counter-Terrorist Financing

Tax services and others
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CONSTITUTIONAL DOCUMENTS

The Company approved, by way of special resolution passed at the
annual general meeting of the Company held on 4 December
2025, adoption of the new amended and restated memorandum
of association and articles of association of the Company in
substitution for the existing amended and restated memorandum
of association and articles of association of the Company. Details
of such amendments were set out in the circular to shareholders
of the Company dated 16 October 2025.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Board recognizes the importance of good communications
with shareholders and investors, and the shareholders
communication policy of the Company is reviewed on an annual
basis to ensure its continued effectiveness. The objective of
shareholder communication is to provide shareholders with
detailed information about the Company so that they can exercise
their rights as shareholders in an informed manner. After review
by the Board on the implementation and effectiveness of the
shareholders’ communication policy and the Group’'s
communication channels, the Board considered that the policy
remained effective during the year and concluded that multiple
active platforms (including general meetings, corporate
communications, regulatory announcements, circulars, and the
Company website) were successfully maintained to facilitate
continuous, clear, and transparent two-way dialogue with
shareholders. The Company believes that the annual general
meeting is one of the principal channels for shareholders to
exchange views with the Board. The Board welcomes shareholders
to express their opinions at the annual general meeting. Directors
and external auditor attend the annual general meeting to address
shareholders’ queries. Separate resolutions are proposed at general
meetings on each substantially separate issue, including the
re-election of individual Directors. The notice of the meeting, the
annual report and the circular containing information on the
proposed resolutions are sent to shareholders before the meeting
in accordance to the listing rules and the articles of association of
the Company. Procedure for voting by poll had been read out at
the general meetings. All votes of the shareholders were taken by
poll. The Company announced results of the poll in the manner
prescribed under the Listing Rules.
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The Group also fully recognises the importance of employing a
professional, truthful and proactive attitude in promoting investor
relations. This underscores the Group’s persistence in maintaining
optimum all round communications with investors, allowing it to
collect information and valuable feedback from investors and
announce its business strategy and direction in due course. These
efforts are critical for the Group to improve its corporate
governance and strengthen investor confidence. Pursuant to Code
Provision F.1.1, the Board (including Independent Non-executive
Directors) maintains constructive dialogue with shareholders.
Details of the engagement activities during the year are set out
below:

— Nature and Frequency: Conducted via the annual general
meeting, interim and annual reports, announcements,
circulars, company website and ongoing e-mail/telephone
inquiry channels.

—  Shareholder Groups: Individual and institutional shareholders.

— Issuer Representatives: For general meetings, Executive
Directors, the company secretary and Independent Non-
executive Directors participating are responsible for
shareholder inquiries. For e-mail/telephone inquiry, Executive
Directors are responsible for answering those inquiries.

—  Follow-up Mechanism: Reasonable inquiries received would
be reported to Executive Directors and feedbacks would be
provided to those inquiries.

During the year, an annual general meeting of the Company was
held on 4 December 2025 (the “2025 AGM"). Notice convening
the 2025 AGM contained in a circular dated 17 October 2025
were dispatched to the Shareholders.
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The attendance of 2025 AGM held during the year of each
Director is set out below:

Corporate Governance Report

TREBRBE

BESEHFFRNET 2T _AFBERE
FRENBEREIMAT :

Attendance at

Name of Directors 2025 AGM
—FC-RE
BREEBEXE
EEME HEER
Executive Directors WITES
Mr. Yeung Chi Hang BEBLEE 4
Mr. Wong Po Keung =R K& v
Mr. Chung Siu Wah &R & v
Mr. Chik To Pan BB R 5 v
Mr. Liu Yafei B HIEEE v
Mr. Leung Kwong Choi* RESFE v
Independent Non-executive Directors BIFEHITESE
Mr. Heung Chee Hang, Eric HEERE v/
Mr. Lee Chi Ho FERRE v/
Ms. Lai Pik Chi, Peggy REZZT v/

* passed away on 6 March 2026.

The forthcoming annual general meeting of the Company will be
held on 11 December 2026 (the “2026 AGM"). A notice
convening 2026 AGM will be published on the websites of the
Stock Exchange, the Singapore Stock Exchange and the Company
and dispatched together with the 2026 Annual Report to the
Shareholders as soon as practicable in accordance with the Article
of Association and the CG Code.
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SHAREHOLDERS' RIGHTS B SR B H#EF

The general meetings of the Company provide an opportunity for AAFBREAE AR RES ESIEMH —
communication between the Shareholders and the Board. An BEHKE AAASFESESAKE
annual general meeting of the Company shall be held in each year TEWMERITRERFAS - RRBEF KX
at such place as may be determined by the Board. Each general EUINNEFXREARSERARERRIRK
meeting, other than an annual general meeting, shall be called an & ([BREE R AE ) o LA T H 7% E 7 (a)
extraordinary general meeting (“EGM"). Set out below are BEREENAS ODBEFSRLSE
procedures by which Shareholders may (a) convene an EGM; (b) #: ROV EAE FIREBHMEF -

put forward enquires to the Board; and (c) put forward proposals 2+ %

MBERARERERERM

at general meetings. The procedures are subject to the Articles of  #RBR °

Association and applicable legislation and regulation.

— Procedures for Shareholders to convene EGM —

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

The written requisition must state the business to be
transacted at the meeting, signed by the requisitionist(s) and
deposited at the Company’s registered office (with a copy of
the said written requisition deposited at the Company’s
Hong Kong office) for the attention of the Board or the
Company Secretary, and may consist of several documents in
like form, each signed by one or more requisitionists. The
requisition will be verified with the Company’s branch share
registrars in Hong Kong and upon their confirmation that
the requisition is proper and in order, the Company
Secretary will ask the Board to convene an EGM by serving
sufficient notice in accordance with the requirements under
the Articles of Association to all the registered Shareholders.

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

On the contrary, if the requisition has been verified as

invalid, the requisitionist(s) will be advised of this outcome
and accordingly, an EGM will not be convened as requested.
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The notice period to be given to all the registered
Shareholders for consideration of the proposal raised by the
requisitionist(s) concerned at the EGM varies according to the
nature of the proposal, as follows:

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

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

Procedures for putting enquiries to the Board

Shareholders may, at any time, direct enquiries to the
Board.

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

Procedures for putting forward proposals at
general meetings

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

Whether a proposal will be put to a general meeting will be
decided by the Board in its discretion, unless the proposal
put forward by a Shareholder is (i) pursuant to a requisition
by a Shareholder to convene an EGM referred to above or
(i) forms part of ordinary business to be considered at an
annual general meeting as described in Article 75 of the
Articles of Association.
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The procedures for Shareholders to propose a person for election MEIZEHMAZXEEESHREFEHNARDQ G
as Director are posted on the Company’s website at #Uhhttp//www.cergroup.com.hk °
http://www.cergroup.com.hk.
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ZHONGHUI

TO THE SHAREHOLDERS OF

CHINA ENVIRONMENTAL RESOURCES GROUP LIMITED
FHIREERKEFRAT

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Environmental Resources Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 99 to 191, which comprise the consolidated statement of
financial position as at 30 June 2026, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including material accounting
policy information.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 30 June 2026, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with HKFRS Accounting Standards as 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”) as 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”), as applicable to audits of
financial statements of public interest entities. We have also
fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 2 to the consolidated financial
statements which mentions that the Group incurred a loss
attributable to owners of the Company of approximately
HK$10,742,000 and operating cash outflow of approximately
HK$20,362,000 for the year ended 30 June 2026, and as at
30 June 2026, the Group had net current liabilities of
approximately HK$3,101,000 while the Group’s cash and cash
equivalent and bank overdrafts balances amounted to
approximately HK$3,468,000 and approximately HK$4,998,000
respectively, as at 30 June 2026. These conditions indicate a
material uncertainty which may cast doubt on the Group’s ability
to continue as a going concern. Our opinion is not modified in
respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements 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. In addition to the matter described in the Material
Uncertainty Related to Going Concern section, we have
determined the matters described below to be the key audit
matters to be communicated in our report.

() Investment properties and biological assets

Refer to notes 19 and 20 to the consolidated financial
statements.

The Group measured its investment properties and biological
assets at fair value and fair value less costs to sell,
respectively, with the changes in fair value recognised in
profit or loss. These fair value measurements are significant
to our audit because the balances of investment properties
of approximately HK$247,681,000 as at 30 June 2026 and
the corresponding fair value gain of approximately
HK$22,713,000 for the year then ended, and biological
assets of approximately HK$190,376,000 as at 30 June 2026
and the corresponding loss from changes in fair value less
costs to sell of biological assets of approximately
HK$8,649,000 for the year then ended are material to the
consolidated financial statements. In addition, the Group’s
fair value measurements involve application of judgements
and are based on assumptions and estimates.
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Our audit procedures included, among others:

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

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

—  Checking key assumptions and input data in the

valuation models to supporting evidence;

—  Checking arithmetical accuracy of the valuation models;
and

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

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

Intangible assets

Refer to note 21 to the consolidated financial statements.
The Group tested the amount of intangible assets for
impairment. This impairment test is significant to our audit
because the balance of intangible assets of approximately
HK$60,711,000 as at 30 June 2026 is material to the
consolidated financial statements. In addition, the Group’s
impairment test involves application of judgement and is
based on assumptions and estimates.

Our audit procedures included, among others:

—  Evaluating the Group’s impairment assessment;

—  Assessing the reasonableness of the key assumptions
such as discount rates;

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

— Assessing the competence, independence and integrity
of the external valuer engaged by the Group;
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— Obtaining the external valuation report and meeting
with the external valuer to discuss and challenge the
valuation process, methodologies used and market
evidence to support significant judgements and
assumptions applied in the valuation model;

—  Checking arithmetical accuracy of the valuation model;
and

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

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

OTHER INFORMATION

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

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

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

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

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:

https://www.hkicpa.org.hk/en/Standards-setting/Standards/
Our-views/auditre

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Tse Kit Yan

Audit Engagement Director

Practising Certificate Number P08158

Hong Kong, 30 September 2026
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

e B ”)32 Lfth 2= W = R

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

2026 2025
—TCRE —T-RF
Notes HK$'000 HK$'000
o &t FTET FAET
Revenue W % 8 147,919 60,749
Cost of sales & KA (124,553) (47,497)
Gross profit EF 23,366 13,252
Other income, gains and losses Bl A =Kk EE 10 12,886 1,617
Administrative and operating THREERXZ
expenses (32,222) (35,725)
Fair value gain/(loss) on investment EWEZ AR E
properties Wz, (E18E) 19 22,713 (15,680)
Loss arising from changes in fair i%éig nEZERF
value less costs to sell of HEKARNEE ZEE
biological assets 20 (8,649) (5,373)
Net gain on fair value changes in R ARBEFABZZ&
investments at fair value éfZ’AfCTE """"" FE) 2
through profit or loss =R R 274 5,672
Loss on disposal of subsidiaries HEWB AR ZEE — (894)
Gain on deregistration of a A —HB AR Z
subsidiary &S = 467
Provision for impairment loss of W FIEREEERE
receivables, net FEA 24,25,26 (8,829) (2,628)
Provision for impairment loss on RECEARSREE
refundable secured deposit &5 18 B 28 (11,000) —
Loss from operations BEREE (1,461) (39,292)
Finance costs =N 11 (5,372) (5,989)
Loss before tax BrBi RS 18 (6,833) (45,281)
Income tax credit S % 12 81 2,341
Loss for the year EEEBE 13 (6,752) (42,940)
Other comprehensive income BRBERBEEWLE:
after tax:
Item that may be reclassified to AREEFT PR 1R .2
profit or loss: HE
Exchange differences on translation 2 E/EINEF 2 [E 5
of foreign operations ZH 15,033 4,503
Other comprehensive income FREMEEE
for the year, net of tax (Br#i18) 15,033 4,503
Total comprehensive FEZEKE (BH)
income/(loss) for the year Pokr) 8,281 (38,437)
PRERFEREEERAT ZTIREFR 99




Consolidated Statement of Profit or Loss and Other Comprehensive Income

REeEERHMEZEKER

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

2026 2025
—EDRE —E-FRHF
Notes HK$°000 HK$’'000
ks FHET FAET
(Loss)/profit for the year TIHANLESERE
attributable to: (§518) i## :
Owners of the Company PANYNESIE FEWN (10,742) (40,305)
Non-controlling interests FEVE IR HE & 3,990 (2,635)
(6,752) (42,940)
Total comprehensive TIHANLTHEEEEEE
income/(loss) for the year Wk (B518) 4848 -
attributable to:
Owners of the Company ViN/NETEZ =N 3,826 (35,901)
Non-controlling interests FEVE IR HE 2 4,455 (2,536)
8,281 (38,437)
Loss per share BhliEEE 15
Basic (HK cents per share) ER(FRBA) (2) (8)
Diluted (HK cents per share) #5E (G RRB) (2) (8)
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Consolidated Statement of Financial Position

e B IR &

Asat30June2026 M-ZFE-_XFXA=T1H

2026 2025
—EBC-R TR
Notes HK$’000 HK$'000
g3 F#ET FE T
Non-current assets ERHBEE
Property, plant and equipment M- BRERERHE 17 2,639 463
Right-of-use assets FREEE 18 3,709 3,149
Investment properties HEME 719 247,681 225,819
Biological assets EYEE 20 190,376 189,080
Intangible assets BEEE 21 60,711 62,222
Goodwill EES 22 2,543 1,087
Deferred tax assets EIET A& B 33 74 —
Finance lease receivables FE U Bh & F & 3B 26 32,781 36,661
Loans receivable A= EAN 25 58 —
540,572 518,481
Current assets REBEE
Inventories FE 23 34,320 22,086
Trade and other receivables JFE Uk B 3Rk R E b JIE UL
KIE 24 62,916 45,975
Loans receivable JE W & K 25 7.726 7,505
Finance lease receivables JE U Bh & T & 3B 26 539 625
Investments at fair value through BARBEAERZ
profit or loss "E 27 2,908 140
Refundable secured deposit AREDEFES 28 — 11,000
Cash and cash equivalents BehERIR® 3,468 1,920
111,877 89,251
Current liabilities RBERE
Trade and other payables JIE A<F BR 3R R E A FE
KIE 29 36,144 42,539
Contract liabilities AHAaE 30 9,074 4,266
Lease liabilities HEAE 31 1,905 3,068
Borrowings EEN 32 61,551 63,163
Bank overdrafts RITIBEX 32 4,998 4,936
Current tax liabilities BN BB E 1,306 18
114,978 117,990
Net current liabilities RBEREE (3,101) (28,739)
Total assets less current liabilities ZBEAHEREHERE 537,471 489,742
Non-current liabilities EREBERE
Lease liabilities HEAE 31 48,649 46,456
Deferred tax liabilities R IEE & 33 64,377 62,701
113,026 109,157
NET ASSETS BEFE 424,445 380,585
TEESEREEARAT —F-AEs® 101
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R B AR OR 3R

Asat30June2026 MN-—Z - NENA=+H

2026 2025
ZEDRE —EhEF
Notes HK$’000 HK$'000
B F#ET FET
Capital and reserves BAXRGEE

Share capital % 7 34 56,287 48,877
Reserves 1 355,641 325,166

Equity attributable to owners KARIEE ANEAS
of the Company e 411,928 374,043
Non-controlling interests IE 7 I8 #E 2= 12,517 6,542
TOTAL EQUITY BB 424,445 380,585

The consolidated financial statements on pages 99 to 191 were FIEINBFEGAYBRRNEEFS
approved and authorised for issue by the Board of Directors on RIZZTZXFN A=+ BH#E RF#ET

30 September 2026 and are signed on its behalf by: BOUVHUNTEERREFEESE
Yeung Chi Hang Chik To Pan
BmEIE R iR
Director Director
o o
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Consolidated Statement of Changes in Equity
%A%ﬁﬁ%@%

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

Attributable to owners of the Company

KATHHAEE
Foreign
Share Share-based currency Non-
Share premium  Statutory Capital compensation translation Accumulated controlling
capital account reserve reserve reserve reserve losses Total interests Total
B+ RHpEER EEHE  RARE RONSHE MERREE  RiBR @it kER#ER @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TER FAL TET TER FAL TET TEL THEL TAL
1 July 2024 RZZ-m&
tA-A 48,877 1,218,321 5,407 76 9,337 24,109 (896,183) 409,944 9,078 419,022
Total comprehensive ~ EE 2 EYE/
income/(loss) (BB aE
for the year — — — - — 4,404 (40,305) (35,901) (2,536) (38,437)
Share options lapsed & &2 B - - - - (9.337) - 9337 - - -
At 30 June 2025 RZZB-R1F
~A=tH 48,877 1,218,321 5407 76 - 28513 (927,151) 374,043 6,542 380,585
1 July 2025 R=Z=7%
tA—-A 48,871 1,218,321 5,407 76 - 28,513 (927,151) 374,083 6,542 380,585
Total comprehensive  FRZEKE/
income/(loss) (BB 28
for the year - - - - - 14,568 (10,742) 3,826 4,455 8,281
Issue of shares, net of ~ &17Mf + R KH
share issue expenses  EFTR X (Hf#34)
(note 34) 7410 26,649 = = = = = 34,059 = 34,059
Acquisition of a WE-FRBAT
subsidiary (note 37) (Hi##37) - - - = - - - - 943 943
Capital injection from  FEEfRERTE
non-controlling
interests - - - - - - - - 571 571
At 30 June 2026 RZBZRE
~A=TH 56,287 1,244,970 5407 76 - 43,081 (937,893) 411,928 12,517 424,445
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For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

2026 2025
ZEBCRE ZThHF
HK$'000 HK$'000
FHET FAET
CASH FLOWS FROM OPERATING KEEE TSN
ACTIVITIES RenReE
Loss before tax B Bt A1 B 18 (6,833) (45,281)
Adjustments for: ERTHIRIAR
Finance costs L= DN 5,372 5,989
Dividend income i B A = (61)
Forfeiture of deposits received BB Wi & (11,800) —
Depreciation e 2,103 2,416
Amortisation of intangible assets E A E 4,696 4,539
Gain on disposal of property, plant and LHEWE BEXR
equipment FE 2 Woa — (1)
Fair value (gain)/loss on investment REMEZ ARE
properties (z) /BB (22,713) 15,680
Loss arising from changes in fair value less EMEERREE
costs to sell of biological assets /WHjEJﬁZZKFEZ
&R 8,649 5,373
Net gain on fair value changes in BARBEFABRZ
investments at fair value through profit or ?‘xﬁz/&ﬁﬁ@@
loss 2 W s ERE (274) (5,672)
Loss on disposal of subsidiaries HENB AR CEBE = 894
Gain on deregistration of a subsidiary HHE BB ARZ
W &R = (467)
Provision for impairment loss of receivables & 4 3k T8 &l (B /&5 18
R 8,829 2,628
Provision for impairment loss on refundable  AJiREC HBIZ &
secured deposit BB B 1B B 11,000 —
Operating loss before working capital EEEEHAI 2
changes KR E (971) (13,963)
Change in inventories FE#& (5,164) 7,063
Change in trade and other receivables J'EHKEE Kz H A FE I
TRIE & (21,807) (3,686)
Change in loans receivable J'Eqﬁlf)fﬁ“@) 487 213
Change in finance lease receivables FEU B & & 5B
o) (2,916) (4,044)
Change in trade and other payables JE AT BR 3R R L At JE AT
MIEE B 5,341 5,299
Change in contract liabilities AEHEEE 4,808 (68)
Cash used in operations 4 BT R fﬁi (20,222) (9,186)
Income tax paid B ATER (140) (433)
NET CASH USED IN OPERATING HETHMABEEFHE
ACTIVITIES (20,362) (9,619)
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

2026 2025
—EDRE —ET-RAF
HK$'000 HK$'000
FHET FAET
CASH FLOWS FROM INVESTING ACTIVITIES REHREFEMN
H&ReE
Net cash outflow from acquisition of a REWE —HHRE R F
subsidiary ZRe L EE (9,735) —
Proceeds from dividend % B F7 15 R IE — 61
Proceeds from disposals of property, LEME - BERRLE
plant and equipment 2 T8 5k IE = 1
Proceeds from surrender of investments REIE AR EFTAEE
at fair value through profit or loss B S HRIE = 10,564
Purchases of property, plant and equipment B EWE  BEKEZE (629) (403)
Purchase of investments at fair value BARQAREF AER
through profit or loss ZIWE (2,494) -
Proceeds from disposals of investment HEREMEMRGHRIEA
properties 4,755 —
Net cash outflow from disposal of subsidiaries HEMHME QA 2R &
R R = (6)
Net cash (used in)/generated from BEFESH(RA) BB
investing activities H&F8E (8,103) 10,217
CASH FLOWS FROM FINANCING RERMEEEH
ACTIVITIES ReERE
Borrowings raised BEEEXR 7,180 7,470
Repayment of borrowings BEMER (8,785) (26,615)
Repayment of lease liabilities and interests BEHEBRRAME (1,806) (2,210)
Proceeds from issue of shares, net of share  ZE 77D Z FT 5 RUE -
issue expenses MR METRX 34,059 —
Interests paid BAFIB (3,429) (3,923)
Capital injection from non-controlling interests 3F 3% % # 25 5 & 577 —
Net cash generated from/(used in) REEEF®(FA)
financing activities H&%FaE 27,796 (25,278)
Net decrease in cash and HeRZERBEERLD
cash equivalents B (669) (24,680)
Effect of foreign exchange rate changes INEE R F B E 2,155 1,315
CASH AND CASH EQUIVALENTS AT FMZHERERRE
BEGINNING OF YEAR (3,016) 20,349
CASH AND CASH EQUIVALENTS AT FRTFSRZARSE
END OF YEAR (1,530) (3,016)
ANALYSIS OF CASH AND CASH REeEREFRBEEDH
EQUIVALENTS
— Bank and cash balances — RITRBSEH 3,468 1,920
— Bank overdrafts — RITEX (4,998) (4,936)
(1,530) (3,016)
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GENERAL INFORMATION

China Environmental Resources Group Limited (the
“Company”) is a limited liability company incorporated in the
Cayman Islands. The address of its registered office is PO
Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands. The address of its principal place of business is Unit
512, 5/F, Seapower Tower, Concordia Plaza, No.1 Science
Museum Road, Tsim Sha Tsui East, Kowloon, Hong Kong.
The Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the *“Stock
Exchange”) and Singapore Exchange Limited.

During the year, the Company’s principal activity is
investment holding. The principal activities of its subsidiaries
are set out in note 42 to the consolidated financial
statements. The Company and its subsidiaries hereinafter are
collectively referred to as the “Group”.

GOING CONCERN BASIS

The Group incurred a loss attributable to owners of the
Company of approximately HK$10,742,000 and operating
cash outflow of approximately HK$20,362,000 for the year
ended 30 June 2026, as of that date, the Group had net
current liabilities of approximately HK$3,101,000 while the
Group's cash and cash equivalent and bank overdrafts
balances amounted to approximately HK$3,468,000 and
approximately HK$4,998,000, respectively, as at 30 June
2026. These conditions indicate the existence of a material
uncertainty which may cast significant doubt on the Group's
ability to continue as a going concern. Therefore, the Group
may be unable to realise its assets and discharge its liabilities
in the normal course of business.

The directors have been undertaking the following plans and
measures to improve the Group’s liquidity and financial
position:

(i) An executive director who is also the chairman, chief
executive officer and substantial shareholder of the
Company has undertaken to provide adequate funds to
enable the Group to meet its liabilities and to settle
financial obligations to third parties as and when they
fall due, so that the Group can continue as a going
concern and carry on its business without a significant
curtailment of operations for the next twelve months
from 30 June 2026;

(i) The Group shall continue to implement measures aiming
at improving the working capital and cash flows of the
Group, including but not Ilimited to the
implementation of cost-saving measures to maintain
adequate cash flows for the Group’s operations; and

China Environmental Resources Group Limited

2026 Annual Report

—REH

FRERREEREBEARAR(ER
ADERHAEREAMKINERE
£ 2 A) o 57 M #¥ = BE L AP.O. Box
309, Ugland House, Grand Cayman,
KY1-1104, Cayman Islands » £ & &
EmBUNBBNEARBEEE—
SRR ES I FESES12F o AR A%
MREBBERZAEBERA T(FH&‘“\
T EREFINERZABRA

m e

FRAARANEBZXBRANEE
P o HME ARz E2EBHIINE
BB WMERM T2 o RDF) R ENE
RANMERERIANEE] -

REBREZE -_ZE-_"FA=1H

HFEEAEARRRBEAEGEEY
10,742,0008 7t M L& | & B 4
20,362,000/ 70 - MR #Z B H - A&
B/ mE & EFEL A3,101,0008
T MR- E-_RNEXNAZTH B
S RERBE MBITELEED 5
/& #93,468,00078 JT & #4,998,0007%
TC o W EMR R R FEE R THEEE
= RO AEBEFELLE ZENE
EREERE - At KEBEKEER

TEESBEPERELENRGKE
BfE-

BEE-HWTA T8I RiER - K
EAREEZREME R BRI -

(i) —BHROTEZF(FABFEARRAE
& ITHBE N EZERE) B
FERREETHESUBRASE
BERAREBHEEHEEEK
MEZFBENMEER  FX
EEE_ZE-_AFNA=ZT
BReEFrARAR+ =@ B EI &5
EEBREBATIERELERKE
EH T

(i) AEEBESBSERENR 5F
NEAEBZZEES MRS
mE BREEFERREHEESL
AT RAREZEE
HFARETRE R

f 2%



2.

Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

GOING CONCERN BASIS (CONTINUED)

(iii)  The directors have carried out a detailed review of the
cash flow forecast of the Group prepared by the
management of the Company covered a period of not
less than twelve months from 30 June 2026, after
taking into account the impact of the above-
mentioned plans and measures. Accordingly, the
directors believe that the Group will have sufficient
cash resources to satisfy its future working capital and
other financing requirements as and when they fall due
in the next twelve months from 30 June 2026.

The directors of the Company are therefore of the opinion
that it is appropriate to prepare the consolidated financial
statements on a going concern basis. Should the Group be
unable to continue as a going concern, adjustments would
have to be made to the consolidated financial statements to
adjust the value of the Group’s assets to their recoverable
amounts, to provide for any further liabilities which might
arise and to reclassify non-current assets and liabilities as
current assets and liabilities, respectively.

APPLICATION OF NEW AND REVISED HKFRS
ACCOUNTING STANDARDS

In the current year, the Group has adopted all the new and
revised HKFRS Accounting Standards issued by the Hong
Kong Institute of Certified Public Accountants (the
"HKICPA") that are relevant to its operations and effective
for its accounting year beginning on 1 July 2025. HKFRS
Accounting Standards comprise Hong Kong Financial
Reporting Standards (”HKFRS”), Hong Kong Accounting
Standards (“HKAS"), and Interpretations. The adoption of
these new and revised HKFRS Accounting Standards did not
result in significant changes to the Group’s accounting
policies, presentation of the Group’s consolidated financial
statements and amounts reported for the current year and
prior years.

The Group has not applied the new HKFRS Accounting
Standards that have been issued but are not yet effective.
The Group has already commenced an assessment of the
impact of these new HKFRS Accounting Standards but is not
yet in a position to state whether these new HKFRS
Accounting Standards would have a material impact on its
results of operations and financial position.
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4. MATERIAL ACCOUNTING POLICIES 4,

Statement of compliance

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

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

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

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

Consolidation

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

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential
voting right is considered only if the holder has the practical
ability to exercise that right.
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Consolidation (Continued)

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

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

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.

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-
controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity
and attributed to the owners of the Company.
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4. MATERIAL ACCOUNTING POLICIES 4,

(CONTINUED)
Business combination and goodwill

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

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

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

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

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

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable
assets and liabilities at the acquisition date.
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For the year ended 30 June 2026 HZ_-ZT =X &F

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Foreign currency translation

(a)

(b)

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 HKS$,
which is the Company’s functional currency and
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.

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

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

Foreign currency translation (Continued)

(c)

China Environmental Resources Group Limited

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:

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

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

(i) All resulting exchange differences are recognised
in the foreign currency translation reserve.

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

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate.
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For the year ended 30 June 2026 EHZ—

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

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

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

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

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

10%-33%

Leasehold improvements

Furniture, fixtures and
equipment

Motor vehicles 24%-30%

The residual values, useful lives and depreciation method are

reviewed and adjusted, if appropriate, at the end of each

reporting period.

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

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

4. MATERIAL ACCOUNTING POLICIES 4,

(CONTINUED)
Investment properties

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

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

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

Leases
The Group as lessee

Leases are recognised as right-of-use assets and
corresponding lease liabilities when the leased assets are
available for use by the Group. Right-of-use assets are stated
at cost less accumulated depreciation and impairment losses.
Depreciation of right-of-use assets is calculated at rates to
write off their cost over the shorter of the asset’s useful life
and the lease term on a straight-line basis. The principal
annual rate is as follows:

Land and buildings 5%-50%
Motor vehicles 20%

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities,
lease payments prepaid, initial direct costs and the
restoration costs. Lease liabilities include the net present
value of the lease payments discounted using the interest
rate implicit in the lease if that rate can be determined, or
otherwise the Group’s incremental borrowing rate. Each
lease payment is allocated between the liability and finance
cost. The finance cost is charged to profit or loss over the
lease term so as to produce a constant periodic rate of
interest on the remaining balance of the lease liability.

Payments associated with short-term leases and leases of
low-value assets are recognised as expenses in profit or loss
on a straight-line basis over the lease terms. Short-term
leases are leases with an initial lease term of 12 months or
less. Low-value assets are assets of value below US$5,000.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Leases (Continued)

The Group as lessor

(M

(ii)

Operating leases

Leases that do not substantially transfer to the lessees
all the risks and rewards of ownership of assets are
accounted for as operating leases. Rental income from
operating leases is recognised on a straight-line basis
over the term of the relevant lease.

Finance leases

Leases that substantially transfer to the lessees all the
risks and rewards of ownership of assets are accounted
for as finance leases. Amounts due from lessees under
finance leases are recognised as receivables at the
amount of the Group’s net investment in the leases.
Finance lease income is allocated to accounting periods
so as to reflect a constant periodic rate of return on
the Group’s net investment in the leases.

Intangible assets

(a)

Intangible assets acquired in a business
combination

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

Subsequent to initial recognition, intangible assets
acquired in a business combination are measured at
cost less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as
intangible assets that are acquired separately.
Amortisation of operating rights is calculated on a
straight-line basis over their estimated useful lives of
30 years.
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MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Intangible assets (Continued)
(b) Intangible assets acquired separately

Intangible assets that are acquired by the Group are
stated at cost less accumulated amortisation (where the
estimated useful life is finite) and impairment losses.

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

Vehicle registration marks with indefinite useful life is
stated at cost less any impairment losses. Impairment is
reviewed annually or when there is any indication that
the vehicle registration mark has suffered an
impairment loss.

Biological assets

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

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

Inventories

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

China Environmental Resources Group Limited
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Recognition and derecognition of financial
instruments

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

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

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

Financial assets

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

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

—  Financial assets at amortised cost; and

— Investments at fair value through profit or loss.
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MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Financial assets (Continued)

(a)

(b)

China Environmental Resources Group Limited

Financial assets at amortised cost

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

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

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

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

Investments at fair value through profit or loss

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

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or
losses arising from changes in fair values recognised in
profit or loss. The fair value gains or losses recognised
in profit or loss are net of any interest income and
dividend income. Interest income and dividend income
are recognised in profit or loss.
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Notes to the Consolidated Financial Statements

For the year ended 30 June 2026 EHZ—

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Loss allowances for expected credit losses

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

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

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

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value. Bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.
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For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

4. MATERIAL ACCOUNTING POLICIES 4,

(CONTINUED)
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 HKFRS Accounting Standards. An
equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The accounting policies adopted for specific
financial liabilities and equity instruments are set out below.

Borrowings

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 the right at the end of the reporting period to
defer settlement of the liability for at least twelve months
after the reporting period.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are initially recognised
at fair value and subsequently measured at the higher of:

— the loss allowance; and

— the amount initially recognised less cumulative
amortisation recognised in profit or loss over the terms
of the guarantee contracts.

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.
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Notes to the Consolidated Financial Statements

For the year ended 30 June 2026 EHZ—

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Revenue from contracts with customers

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

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

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

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

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

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

A contract liability represents the Group’s obligation to
transfer goods to a customer for which the Group has
received consideration from the customer.

Other revenue

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

Rental income is recognised on a straight-line basis over the
lease term.
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MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Employee benefits

(a)

(b)

China Environmental Resources Group Limited

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.

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.

The Group operates a mandatory provident fund
scheme (the “MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for all
qualifying employees in Hong Kong. The Group’s
contributions to the MPF Scheme are calculated at 5%
of the salaries and wages subject to a monthly
maximum amount of contribution of HK$1,500 per
employee and vest fully with employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiaries established
in the PRC are members of a central pension scheme
operated by the local municipal government. These
subsidiaries are required to contribute certain
percentage of the employees’ basic salaries and wages
to the central pension scheme to fund the retirement
benefits. The local municipal government undertakes to
assume the retirement benefits obligations of all
existing and future retired employees of these
subsidiaries. The only obligation of these subsidiaries
with respect to the central pension scheme is to meet
the required contributions under the scheme.
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Employee benefits (Continued)
() 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.

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 profit or loss in
the period in which they are incurred.
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Notes to the Consolidated Financial Statements

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

4. MATERIAL ACCOUNTING POLICIES 4,

(CONTINUED)

Equity-settled share-based payment transactions

Share options granted to directors and employees

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

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

At the time when the share options are exercised, the
corresponding amount previously recognised in share-based
compensation reserve will be transferred to share premium.
When the share options are forfeited after the vesting date
or are still not exercised at the expiry date, the
corresponding amount previously recognised in share-based
compensation reserve will be transferred to accumulated
losses.

Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

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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Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Taxation (Continued)

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

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

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

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

4. MATERIAL ACCOUNTING POLICIES 4,

(CONTINUED)
Taxation (Continued)

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.

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

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.
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Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Segment reporting

Operating segments and the amounts of each segment item
reported in the financial statements are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purpose of allocating
resources and assessing the performance of the Group’s
various lines of business.

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

Related parties

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

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

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

(iii) is a member of the key management personnel
of the Company or of a parent of the Company.
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MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Related parties (Continued)

(B)

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

(i)

(ii)

(iii)

(iv)

(viii)

China Environmental Resources Group Limited

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

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

Both entities are joint ventures of the same third
party.

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

The entity is a post-employment benefit plan for
the benefit of 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.

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

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

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.

4,
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Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Impairment of assets

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

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

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

Where an impairment loss subsequently reverses, the
carrying amount of the asset or CGU is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined (net of
amortisation or depreciation) had no impairment loss been
recognised for the asset or CGU in prior years. A reversal of
an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

4. MATERIAL ACCOUNTING POLICIES 4,

(CONTINUED)
Provisions and contingent liabilities

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

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

Events after the reporting period

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

5. CRITICAL JUDGEMENTS AND KEY ESTIMATES 5.

Critical judgements in applying accounting
policies

In the process of applying the accounting policies, the
directors have made the following judgements that have the
most significant effect on the amounts recognised in the
financial statements (apart from those involving estimations,
which are dealt with below).

Going concern basis

These financial statements have been prepared on a going
concern basis, the validity of which mainly depends upon the
financial support of the controlling shareholder at a level
sufficient to finance the working capital requirements of the
Group. Details are explained in note 2.
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Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

CRITICAL JUDGEMENTS AND KEY ESTIMATES
(CONTINUED)

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)

(b)

(c)

Property, plant and equipment and depreciation

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

Fair value less costs to sell of biological assets and
fair value of investment properties

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

Impairment of intangible assets

The Group assesses whether there are any indicators of
impairment for intangible assets at the end of each
reporting period. Such assets are tested for impairment
when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when
the carrying value of an asset or a CGU exceeds its
recoverable amount, which is higher of its fair value
less costs of disposal and its value in use. To calculate
the fair value less costs of disposal, the management
estimates the expected future cash flows from the
assets or CGU and chooses a suitable discount rate in
order to derive the present value of those cash flows.
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132

CRITICAL JUDGEMENTS AND KEY ESTIMATES
(CONTINUED)

Key sources of estimation uncertainty (Continued)

(d)

(e)

(f)

China Environmental Resources Group Limited

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and
doubtful debts based on assessments of the
recoverability of its trade, loans, finance lease and
other receivables, including the current
creditworthiness, collateral security, financial condition
and past collection history of each debtor. Impairments
arise where events or changes in circumstances
indicate that the balances may not be collectible. The
identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the trade,
loans, finance lease and other receivables and doubtful
debt expenses in the year in which such estimate has
been changed. If the financial conditions of the
debtors were to deteriorate, resulting in an impairment
of their ability to make payments, additional
allowances may be required.

Income taxes

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

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense.
These estimates are based on the current market
condition and the historical experience of
manufacturing and selling products of similar nature. It
could change significantly as a result of changes in
customer taste and competitor actions. The Group will
reassess the estimates by the end of each reporting
period.
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Notes to the Consolidated Financial Statements

For the year ended 30 June 2026 EHZ—

FINANCIAL AND CAPITAL RISKS MANAGEMENT

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

(a)

(b)

Foreign currency risk

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

Price risk

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

At 30 June 2026, if the share prices of the
investments increased/decreased by 10%, the Group’s
post tax loss for the year would have been
approximately HK$243,000 (2025: HK$12,000) lower/
higher, arising as a result of the fair value gain/loss of
the investments.
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FINANCIAL AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

(c)

China Environmental Resources Group Limited

Credit risk

The carrying amounts of bank and cash equivalents,
trade and other receivables, loans receivable, finance
lease receivables and refundable secured deposit
included in the consolidated statement of financial
position represent the Group’s maximum exposure to
credit risk in relation to the Group’s financial assets.

At the end of the reporting period, the Group had
certain concentration of credit risk as approximately
65% (2025: 60%) and 96% (2025: 93%) of its trade
receivables were due from the largest customer and
the five largest customers, respectively. The Group has
policies in place to ensure that sales are made to
customers with an appropriate credit history. In
addition, the directors review the recoverable amounts
of each individual trade, loan debt and lease regularly
to ensure that adequate impairment losses are
recognised for irrecoverable debts. In this regard, the
directors consider that the Group’s credit risk is
significantly reduced.

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

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

6.
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6. FINANCIAL AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

(c)

Credit risk (Continued)

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

— internal credit rating;

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

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

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

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

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

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

(c)

(d)

China Environmental Resources Group Limited

Credit risk (Continued)

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

6. SMERELEREEE)
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Category Definition Loss provision

Lo E & kg

Performing Low risk of default and strong 12 month expected losses
capacity to pay

R4F BRAORRKERZ e DA 1216 A 78 B &5 48

Non-performing Significant increase in credit risk  Lifetime expected losses

TR 155 &5 5 Z 1 0 >HIEAIE B

Liquidity risk (d) w"ENELEE

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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6. FINANCIAL AND CAPITAL RISKS MANAGEMENT
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6. SHMERESEREEE)

(CONTINUED)
(d) Liquidity risk (Continued) (d) ZHEL£EMEE)
The maturity analysis of the Group's financial liabilities rEEeRHBERAEER &
based on the earliest date the Group can be required WERINHHEFE R ZEE
to pay is as follows: Bo#franT :
Between Between Total
Less than 1 and 2 and Over undiscounted Carrying
1 year 2 years 5 years 5 years cash flow amount
RERH &
PE 1525 2E5F BiBsE REAHE FREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TEL THET THET TR TRL
At 30 June 2026 RZB=RE
~B=+H
Trade and other R R SR R E BT
payables B 36,144 — — - 36,144 36,144
Lease liabilities HEER 3,814 4,658 12,415 47,425 68,312 50,554
Borrowings T 61,551 = = e 61,551 61,551
Bank overdrafts RITEX 4,998 = = = 4,998 4,998
106,507 4,658 12,415 47,425 171,005 153,247
At 30 June 2025 R-B-RE
~A=+H
Trade and other JER R SR R E  FE AT
payables T 42,539 - - - 42,539 42,539
Lease liabilities HEER 4,933 5,786 10,510 44,285 65,514 49,524
Borrowings EBN 63,163 — — — 63,163 63,163
Bank overdrafts RITEX 4,936 — — — 4,936 4,936
115,571 5,786 10,510 44,285 176,152 160,162
FEREEREEARAT —ToxEFH 137
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FINANCIAL AND CAPITAL RISKS MANAGEMENT 6. 2RIRELEAMERE (&)
(CONTINUED)
(d) Liquidity risk (Continued) (d HZHEL£EEE)
The maturity analysis of the Group’s borrowings based AEEBBRRBEERBHME
on scheduled repayments dates as set out in the loan MIEEERBRAZHEBASNT
agreements is as follows: mT
Between  Between Total
Less than 1 and 2 and Over undiscounted  Carrying
1 year 2 years 5 years 5 years cash flow amount
AERBE
PE 122 25 BisE RELE fREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHT FHT TR FHT TET
At 30 June 2026 RZBZRERAZ+H
Borrowings A 26,942 5024 15072 24,283 71,321 61,551
At 30 June 2025 R-ZF-aEAA=1H
Borrowings EE:S 24,307 4,456 13,368 25,994 68,125 63,163
(e) Interest rate risk (e) FIZ=E S
The Group's exposure to interest-rate risk arises from ZF%@E%TE’]?WTH 20K B R

China Environmental Resources Group Limited

its bank borrowings and overdrafts. These bank
borrowings and overdrafts bear interests at variable
rates varied with the then prevailing market condition.
The Group’s bank borrowings and overdrafts do not
bear interests at fixed interest rates and therefore are
not subject to fair value interest rate risk.

As at 30 June 2026, if interest rates at that date had
been 100 basis points lower with all other variables
held constant, consolidated loss after tax for the year
would have been approximately HK$504,000 (2025:
HK$531,000) lower arising mainly as a result of lower
interest expense on bank borrowings and overdrafts. If
interest rates had been 100 basis points higher, with
all other variables held constant, consolidated loss after
tax for the year would have been approximately
HK$504,000 (2025: HK$531,000) higher, arising mainly
as a result of higher interest expense on bank
borrowings and overdrafts.

2026 Annual Report

TEREBES - RITEREE
S'ihu;@ﬁﬂ+ﬁ§ N EEEE
B m g E R mEl - NEE
ZHRITERREIWIFZET
FERFgB MIATEEmBRA LA
FIRE B -

R-ZZE-R"E~A=1+H8
“‘EEU%IJTTWOOME%HF&
EEMEBSHEETE  AFE
%*Aﬁfm&*ﬁia#ﬂaz&%’ﬂ
504,000 7T(=— & = f F:
531,000/ 7T) * =B Jh @ N IR
TERERS OB SR
Fr ek o fﬁ%lﬁi;ﬂmoﬂ%ﬁﬂ
FrEHMEEHIBETE  AIF
ERehBErEBEEL ijJM’U
504,000 7T(=— & = f F:
531,000/ 7T) ‘IETJEEBQ
TEREBHFE S G
FTEL -

iR
2 hn



Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

6. FINANCIAL AND CAPITAL RISKS MANAGEMENT 6. 2RIRELEMEIE ()

(CONTINUED)
(f) Categories of financial instruments as at (f) RZFB-RER-FT-EF
30 June 2026 and 2025 AA=THZEMIAER
2026 2025
—TARE T -RAF
HK$’000 HK$'000
Fi#&xT FAET
Financial assets EHMEE
Investments at fair value through R R B ABZZ
profit or loss wE 2,908 140
Financial assets at amortised cost IR #k S5 ANt & 2 & &/t
(including cash and cash EE(BERENMER
equivalents): Be):
Trade receivables JFE Ui BR 3R 25,188 24,375
Deposits and other receivables &% & H fh & R 508 14,684 9,847
Loans receivable JE W B 3R 7,784 7,505
Finance lease receivables JE U g & F & KB 33,320 37,286
Refundable secured deposit REDEKBZ S = 11,000
Bank and cash balances WITRIR & 3,468 1,920
84,444 91,933
Financial liabilities SREE
Financial liabilities at amortised IR #E K ANt & 2 & &/t
cost: afE:
Trade and other payables JE 15T BR 3R N2 L At FE {5
B 36,144 42,539
Borrowings R 61,551 63,163
Bank overdrafts RITBEX 4,998 4,936
102,693 110,638
(g) Fair values (g) AftE
The carrying amounts of the Group’s financial assets HEMBRARMAAEERS
and financial liabilities as reflected in the consolidated MEEMSHBENEREESR
statement of financial position approximate their EZXBMNRAAERSE -

respective fair values.
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FINANCIAL AND CAPITAL RISKS MANAGEMENT
(CONTINUED)

(h)

China Environmental Resources Group Limited

Capital risk management

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

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

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

The liquidity ratio of the Group is as follows:

6.
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2026 2025
—T=-R —T_hF
Liquidity ratio MEE X 0.97 0.76
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FAIR VALUE MEASUREMENTS

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

Level 1 inputs: quoted prices (unadjusted) in active markets
for identical assets or liabilities that the
Group can access at the measurement date.

Level 2 inputs: inputs other than quoted prices included
within level 1 that are observable for the

asset or liability, either directly or indirectly.

unobservable
liability.

Level 3 inputs: inputs for the asset or

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

(a)

Disclosures of level in fair value hierarchy at 30 June

AR EEE
DRBATHSRE R B AMES

ZBEFRZPHEEEMBERE R
BEMXNZER U TAREFE

AR

RECAZARERBR  HEERN
FRBABBY R=AFH  UtE
NAME:
£ AREE R E B AR
BARE : SHREEXBBENE
BmERECKREH
) -
R BEXBEAERXE
BWABE: BERZ2BABE £
— B ZBERRIN
E=M BEFRBEZAABE

WA WABE-

AEHEZBRBERBER FHIGK
NEBEHZER 2 BYIE&%E =
EMZEMBARES -

(@) RZTE-_AR"FNAZ=Z+BHZA

2026: REERKE
Fair value measurements using:
FERAUTHABBZALENE:
Description Level 1 Level 2 Level 3 Total
g E—% =@ E=4 st
HK$’'000 HK$'000 HK$'000 HK$'000
TERT TER FTHERT TERT
Recurring fair value HEEMARE
measurements: FE:
Biological assets EWMEE = 190,376 = 190,376
Investments at fair value through &2 A4 Eit ABH
profit or loss ZRE
— Equity securities listed in — REEBLT
Hong Kong ZRAE 5 2,908 = = 2,908
Investment properties in Hong Kong & /&1 & W% = 160,000 — 160,000
Investment properties in the PRC B E M E = 87,681 — 87,681
Total recurring fair value HEEMAREFE
measurements @ 2,908 438,057 — 440,965
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7. FAIR VALUE MEASUREMENTS (CONTINUED) 7. AREFEE)
Disclosures of level in fair value hierarchy at 30 June RZEZRFAA=+THZA
2025: nEEREE -
Fair value measurements using:
FRAATHARBE A B E:
Description Level 1 Level 2 Level 3 Total
Bt F—1 F-M =R st
HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FET FET
Recurring fair value EEMARE
measurements: H -
Biological assets EYMEE — 189,080 — 189,080
Investments at fair value through #2272 Bt AHEH
profit or loss ZRAE
— Equity securities listed in — REBLM
Hong Kong ZRAE S 140 — — 140
Investment properties in Hong Kong &8 & % — 170,000 — 170,000
Investment properties in the PRC ~ BRI EWE — 55,819 — 55,819
Total recurring fair value EEMAREFE
measurements FOEE] 140 414,899 — 415,039
(b)  Disclosure of valuation process used by the Group and (b) AEEBEFAHEBEFZELA
valuation techniques and inputs used in fair value S ER = AT S E B XA
measurements: EIEE
The Group’s management is responsible for the fair AEEHEEEATRETHB R
value measurements of assets and liabilities required iﬁﬁ%ﬁmZﬁF&ﬁf NiAE
for financial reporting purposes, including level 3 fair AE BRE-RAAEG
value measurements. The management reports directly E-EEEERERESERS
to the board of directors for these fair value ZERAAEHE-EEERE
measurements. Discussions of valuation processes and $@ FELmEBEBRER
results are held between the management and the HERMIR o
board of directors at least twice a year.
The following table gives information about how the TREINEAAEERZAAE
fair values of the Group's biological assets and JIREMEERKREMENR
investment properties carried at fair value are REWNFNETHER -
determined.
142 China Environmental Resources Group Limited 2026 Annual Report
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A St{ETE (R)
EoRAREGE

7. FAIR VALUE MEASUREMENTS (CONTINUED) 7.

Level 2 fair value measurements

Fair value Fair value
AfE AffE
2026 2025
ZEIRE —T-0F
Description Valuation technique Key input HK$'000 HK$'000
Bt EER# X1 PN (¢ TET FET
Biological assets ~ Market approach Volume of poplar trees and market price of 190,376 189,080
poplar trees per cubic meter
EMEE [0z BEHEEROBEE L RTIE
Investment Direct comparison Market price of car parking space 160,000 170,000
properties in approach
Hong Kong
BEEREME EERIEBE FEMATE
Investment Market approach and  Land: market price per square meter; 87,681 55,819
properties replacement cost Buildings: replacement cost per square meter
in the PRC approach
FEREME MEEREBRALE T BEHKRME:
BT SYHKEERA
8. REVENUE 8. Wz
2026 2025
—ERE —T-RF
HK$°000 HK$'000
TH&ET FAT
Metal recycle and processing business < & B Jg & hn T 275
(note (a)) (Htit(a)) 94,196 2,831
Trading of motor vehicles and BEAE MEBERG
related accessories 44,182 48,769
IT business (note (a)) BB ER (W itE) 545 268
Revenue from contracts with customers & F & 42 Wz 138,923 51,868
Rental income HEWA 3,827 3,528
Dividend income g B WA — 61
Loan interest income B A B A 346 368
Finance lease interest income BEMEE RN E WA 4,823 4,924
Total revenue g 147,919 60,749

Note:

(a) The Group has changed the presentation of revenue from “Trading
of recycled metal” to “Metal recycle and processing business”

Hrat

(@ TEHEHERZ2IAIEEQKD
BI2EAleBEW RIMTER]

YRIEEEMEMFEERMENM
BREB] WEZERRAEEED
ZHERBE -

and from “Trading of computer accessories” to “IT business”, to
better reflect the nature and scope of the Group’s operations.
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8. REVENUE (CONTINUED) 8. Wz (&)
Disaggregation of revenue from contracts with customers for HE_ZT-_"FA=THIEFE
year ended 30 June 2026: BRPAEHWEZD I

Metal Trading of
recycle and motor vehicles
processing  and related
business accessories IT business
ceBEKE EBEBESER
MIEH HEAEH SMBRER

HK$'000 HK$'000 HK$’000
T#ERT THET TFHET
Geographical markets i E 5
The PRC s 94,196 1,449 —
Hong Kong B = 42,733 545
94,196 44,182 545
Timing of revenue recognition Wiy 75 7% 2% B
At a point in time A 3 {8 5 ) B 94,196 44,182 274
Over time Be i = — 271
94,196 44,182 545
Disaggregation of revenue from contracts with customers for HE_ZT_hAFA=THIEEE "
year ended 30 June 2025: BEEFAHOWE DI
Metal Trading of
recycle and motor vehicles
processing and related
business accessories IT business
eEEKKE BEARER
MIEH HEARY BRBRER
HK$'000 HK$'000 HK$'000
TAT TAET FHET
Geographical markets # [E v i
The PRC i — 6,349 —
Hong Kong N 2,831 41,557 140
Macau B — 9 —
Taiwan ag — 43 —
United Kingdom £ — 811 —
Vietnam #E — — 128
2,831 48,769 268
All revenue from contracts with customers are recognised at HE_ZT-_hAFA=THIEEE "
a point in time during the year ended 30 June 2025. FrE B P& #M s Th pA 6 iy [ Bh e
2
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REVENUE (CONTINUED)
Sales of goods

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

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

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

IT business

The Group provides IT services to its customers, including
system installation, implementation, software development
and related support. IT services are provided mainly in the
form of fixed-price contracts. Revenue related to these
services are recognised ratably over the service contract
period. Amounts recognised as revenue before billing are
recorded as contract assets, and amounts received before
related services are rendered are recorded as contract
liabilities.

SEGMENT INFORMATION

The Group has eight reportable segments as follows:

(i) Metal recycle and processing business

(i) Trading of motor vehicles and related accessories

(iii)  Property investment

(iv)  Provision of financial services

(v)  Securities trading and investment

(vi)  Sales of plantation materials and products

(vii)  Provision of finance lease services

(viii) IT business

Wz (48)
HEEM

AEERFEPHEDWESE  THER
HEER AR ERECHT - IHEREMm
MG R EBR(MERRXNTE
F) BEAEFEXPEMERN
AETEEREFPREBEMNE AR
BrERER -

[ % P 1F H Y 3 & — AR IR30E90R Y
EEHET - EPBEARNNR
HEEMR - WERHIREERBAH
BfE-
EWHIARNEMRRXN T EFE#ER -
PR % B ) 6 AU B 5 S B R E 7R B
A 38 25 1 A 7 B A5 A -

B REES
AEBERETFREEMM RS -
BREARLE Bt LHFHENA
FASIR - BABI RS £ B LB E(E
RENTARM - BZERFEED
Yoz R AR TS & 49 B 8 AR L DI RERR -
RALRERN D ER S B ENSRIA
BHEE M - mH AR AR5 52 LA
BB ERBANAGHAETE-
SEMEH
AEBBETHNNER2HDEP

(i) =BEURINTES

(iy EBEBEAERMEBEMS

(i) MEEE

(i) HEEBEEMERE®R
(viiy REMEHEERD
(vii) B R EE
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For the year ended 30 June 2026

HE-F

INER

SA=1TRLFEE

9. SEGMENT INFORMATION (CONTINUED) 9. SEEHE)
The Group's reportable segments are strategic business units KEBZA 2D Z%TET I8 2 &
that offer different products and services. They are managed R 2RI EBER - BREE
separately because each business requires different BE EEW_F]EEHIZZHi%ﬁﬁifhﬁﬁEQ W
technology and marketing strategies. STHEEBSAZMmMNEL -
Segment profits or losses do not include finance costs and 53 5B ) 2k 5 18 T B 1E B B R AN K P
income tax credit. Segment assets do not include goodwill B DHEETRIEHERTY
and refundable secured deposit. Segment liabilities do not REEHEFZS HHEABETEER
include deferred tax liabilities, borrowings and bank EHIEEE ERRRTEL -
overdrafts
Information about reportable segment revenue, profit or B E2FoBYE BE EER
loss, assets and liabilities: BEMNERNT
Trading of Sales of
Metal motor plantation
recycle and vehicles and Provision of  Securities  materials Provision of
processing related  Property financial trading and and finance lease
business  accessories  investment services  investment  products services [T business Total
SREKR BERER REESH BHEER  HEEE  R4ME
MI%E HHE# HERE it RE& HHRER BERE AANRER @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHr FHr FHr FHr FHr FHr FHr FHr
Year ended 30 June 2026 BECRCAERBSTHELER
Revenue from external customers RENREFHNE 94,196 44,182 3821 346 = = 4823 55 147919
Segment profit/(loss) comprising: PHEH/ (BB AR 8,995 (4,320) 24,269 128 265 (8.743) (2.784) 291 18,101
Loss arising from changes in fair value less Wﬁﬁﬁn@ﬁiﬁﬁi%ﬁi$
costs to sell of biological assets EXESB = = = - - (8,649) = = (8,649)
Depreciation and amortisation FERESH (52) (316) - (685) - (4,729) - - (5,782)
Net unrealised gain on listed securities IHEFNRERNGFE = = = = 4 = = - 204
Fair value gain on investment properties REMEZ DL ERE = = 2,713 = = = = - 2,713
(Provision)/reversal of provision for ERAEREEREE)/
impairment loss of receivables BRERD - (4,443) = 767 = = (4,728) - (8,404)
At 30 June 2026 R-B-AERAZ+E
Segment assets PHEE 37,967 54,539 248,809 8,211 2,92 251,000 34,150 4,559 642,222
Segment liabilities PHAR 13,865 13,263 3,536 190 - 1918 47,444 4,255 84,471
Year ended 30 June 2025 BE-T-REARSTHLER
Revenue from external customers RENREEHNE 2831 48,769 3,528 368 61 - 4,924 268 60,749
Segment (loss)/profit comprising: (& (422) (639) (13,625) (619) 5,700 (10,002) 1,509 215 (17,883)
Loss arising from changes in fair value less ﬂ”éﬁ
costs to sell of biological assets EXZEB - - - - - (5373) - - (5373)
Depreciation and amortisation FEREH - (625) (1) (685) - (4571) - - (5.882)
Proceeds from disposal of listed securities HELT ;ﬁ%z fERE - - - - 10,564 - - - 10,564
Costs of disposal of listed securities 3 - - - (4,967) - - - (4,967)
Net unrealised gain on listed securities TTESHRERNEFE - - - - 75 - - - 75
Fair value loss on investment properties RENEIAAEER - - (15,680) - - - - - (15,680)
(Provision)/reversal of provision for ERTERESE(RE),/
impairment loss of receivables BRERE — (703) — 18 — — (1,943) - (2,628)
At 30 June 2025 R-R-EERAZ+E
Segment assets PHEE - 61,364 226,585 8,708 153 251,225 38,075 - 586,110
Segment liabilities PHEE 85 13,707 7424 997 467 1,818 47,362 — 71,860
146 China Environmental Resources Group Limited 2026 Annual Report



Notes to the Consolidated Financial Statements

AN KBRRHE
For the year ended 30 June 2026 HE-—T - "FXA=+HIFE
SEGMENT INFORMATION (CONTINUED) 9. HEIAEHE(E)
Reconciliations of reportable segment revenue, profit or loss, BT E2foBYhE Bm BER
assets and liabilities: BEMYRNOT
2026 2025
—EC-R —E-RHF
HK$'000 HK$'000
FHET FET
Revenue: W% :
Total revenue of reportable segments 7] 2 ¥R 7 &6 42 W %5 147,919 60,749
Loss: 518 :
Total profit/(loss) of reportable A2 My b A,
segments (B518) 18,101 (17,883)
Other profit or loss: HihiEs -

Finance costs Rl & B AR (5,372) (5,989)
Income tax credit FrisfiE e 81 2,341
Corporate and unallocated items tENADEIER (19,562) (21,409)
Consolidated loss for the year FEZFEEIER (6,752) (42,940)

Assets: iﬁé :

Total assets of reportable segments AEMNAREE 642,222 586,110
Goodwill E.ﬁ%? 2,543 1,087
Deferred tax assets EEFIREE 74 —
Refundable secured deposit AREDHRME S — 11,000
Corporate and unallocated assets TCENAPEEE 7,610 9,535
Consolidated total assets REBEE 652,449 607,732
Liabilities: BfE:

Total liabilities of reportable segments Al 2R H IR EE 84,471 71,860
Deferred tax liabilities RIERIEEE 64,377 62,701
Borrowings and bank overdrafts BRNIEITEL 66,549 63,163
Corporate and unallocated liabilities TtERRPEEE 12,607 29,423
Consolidated total liabilities mERAE 228,004 227,147
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e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

9. SEGMENT INFORMATION (CONTINUED) 9. SEEHE)
Geographical information: [ & R}
Revenue Non-current assets
W 25 RBEE
2026 2025 2026 2025
—BCR —E-RHF —ECRE —T_RF
HK$'000 HK$'000 HK$’000 HK$'000
FHERT FET FTET FAET
(restated)
(ge&E7)
The PRC s 95,645 6,349 340,908 307,039
Hong Kong BB 47,451 48,485 166,751 174,781
Macau B P = 9 — —
Taiwan =0 = 43 — —
United Kingdom EgE] = 811 — —
Nepal fe B/ 4,823 4,924 — —
Vietnam s = 128 — —
147,919 60,749 507,659 481,820
In presenting the geographical information, revenue is based REF|MEERE KR DHREBEP
on the locations of the customers. FriEth st & °
Revenue from major customers: KEBFEFEP A :
2026 2025
—ECDRE —E-_RHF
HK$'000 HK$'000
FHET FAET
Trading of motor vehicles and EERERIEME &
related accessories
Customer A BEPA 36,545 34,512
Revenue from the above customers individually contributed KA LMEBEFPHREERGASEES
more than 10% of the total revenue of the Group. W 2£10% A I -
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mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

10. OTHER INCOME, GAINS AND LOSSES

11.

10. Huug N - WiZZ R g8

2026 2025

—BCRE —T_RF

HK$'000 HK$'000

FET FAT

Sponsor income Z A 611 755

Government subsidy X T #65 B) 13 —
Gain on disposal of property, HEWME BEL&KE

plant and equipment 2 W= — 1

Forfeiture of deposits received (note (a) 2B Wiz & (K it@)) 11,800 —

Others H 462 861

12,886 1,617

Note:

(@) According to the Company’s announcement dated 11 August
2025, the amount represents deposits forfeited from a purchaser
under a sale and purchase agreement, as the purchaser failed to
proceed with the transaction and the Company exercised its right
to forfeit the deposits absolutely as agreed liquidated damages
pursuant to the agreement.

Wit

(a)

REARBBHMAS_FT_HF/\A
TRZAM ZeBERBREBEEER
AEAWETHNRE  RAKET RE
EEETZS BARRASREGZE
TTEERMEIR S 2HORU - BEE
RBEMNENRES -

FINANCE COSTS

1. MERE

2026 2025

el —E-TE

HK$’000 HK$'000

F#&T FHET

Interest on bank loans RITERA B 2,489 3,294
Interest on bank overdrafts RITBEIFE 264 320
Interest on other loan HEMERF B 676 309
Lease interests HENE 1,943 2,066
5,372 5,989
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e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

12. INCOME TAX CREDIT

12. FiSBiikR

150

2026 2025
—EZRE =
HK$'000 HK$ 000
Fi#&T FET

Current tax — Hong Kong Profits Tax ~ BIHEAFiIE — FEFEH
Provision for the year FEBE 196 135
Over-provision in prior years BEFEBEEE 3) (2)
193 133

Current tax — PRC Enterprise BVEARR IR — AR B %

Income Tax FTig % 1,199 4
Deferred tax (note 33) AR I8 (K7 2233) (1,473) (2,478)
Income tax credit FEHEL (81) (2,341)

Under the two-tiered Profits Tax regime, the first HK$2
million of profits of the qualifying group entity established in
Hong Kong will be taxed at 8.25%, and profits above that
amount will be subject to the tax rate of 16.5%. The profits
of the group entities not qualifying for the two-tiered Profit
Tax rate regime will continue to be taxed at a rate of
16.5%.

Profits of the group entities established in the PRC will be
taxed at the PRC Enterprise Income Tax rate of 25% (2025:
25%). According to the applicable PRC tax regulations,
which became effective from 1 January 2023, the Group’s
subsidiaries established in the PRC are qualified for
Corporate Income Tax (“CIT”) incentives for small and low-
profit enterprises (“SLPE”), which CIT liability will be halved
for taxable income exceeding RMB1 million but less than
RMB3 million, subject to a 20% CIT rate on 25% of on
taxable income. According to the relevant tax regulations,
from 1 January 2021 to 31 December 2030, enterprises
located in the western region that are engaged in industries
specified in the Catalogue of Encouraged Industries in the
Western Region and whose revenue from their principal
business accounts for 60% or more of their total revenue
are eligible for a reduced corporate income tax rate of
15%.

Tax charge on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretation and practices in respect thereof.
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Notes to the Consolidated Financial Statements

FREMBHRRHT
For the year ended 30 June 2026 & %= — NAZTRIEFE
INCOME TAX CREDIT (CONTINUED) 12. RSB R (&)
Reconciliation between income tax credit and the product of T 15 75 45 %0 B3 B B4 A1 /&5 18 Tk LA AR B 1
loss before tax multiplied by the PRC Enterprise Income Tax XAEMMEMENBEIHENT
rate is as follows:
2026 2025
—EIRE ZEhHF
HK$'000 HK$’000
TER FET
Loss before tax R 35 A1 S 18 (6,833) (45,281)
Tax calculated at applicable tax ZE AP E25%
rate of 25% (2025: 25%) (ZF—-h%F:25%)
AEZBIE (1,708) (11,320)
Effect of different tax rates of Mﬂ%“ RAIMES—2
the subsidiaries 2,690 3,207
Tax effect of expenses that are T—JTD A S22 B
not deductible T 4,770 2,542
Tax effect of income that are ﬂ//\u%ﬁﬂﬂl/\zmﬁk
not taxable Fa (1.462) (846)
Tax effect of temporary differences RAEREREZHE BB
not recognised T (3,786) 2,343
Tax effect of utilisation of tax losses @Jﬁﬁiﬂﬁﬂiﬁ@ L1 7%
not previously recognised Eﬁ?g;liﬁi%a/‘ (253) —
Tax reduction 1% R (995) (203)
Over-provision in prior years W FEBERE (3) (2)
Tax effect of tax losses not recognised ﬂiﬁ?ﬁ %RIE%?EZ%R%%
666 1,938
Income tax credit fr Tﬂ%ﬁﬁ% (81) (2,341)

TRRFEEREEFR QG

—EZREER 151




Notes to the Consolidated Financial Statements

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

13. LOSS FOR THE YEAR 13. £EEBHE
The Group's loss for the year is stated at after charging/ AEBEEBELENSRGFA)T
(crediting) the following: =R T
2026 2025
—EZDR —E-RAF
HK$’000 HK$'000
F#ET FAET
Amortisation of intangible assets EEEHHE 4,696 4,539
Auditor’s remuneration % EUAD B & 920 920
Cost of inventories recognised as WRERIZI 2 HFEERE
an expense 124,553 47,497
Depreciation e 2,103 2,416
Gain on disposals of property, plant HEWE - BEMRE
and equipment 2 W E — (1)
Expenses related to short-term leases AERHAE X 883 840
Staff costs (including directors’ BEIRA(BEES
remuneration): ) :
— salaries, bonuses and allowances — & JEAL KOEBRL 11,907 13,786
— retirement benefit scheme — RIREFIET B 5
contributions 325 291
12,232 14,077

During the years ended 30 June 2026 and 2025, the Group
had no forfeited contribution under defined contribution
retirement schemes utilised to reduce the existing levels of
contributions. As at 30 June 2026 and 2025, there was no
forfeited contribution under defined contribution retirement
schemes which may be used by the Group to reduce the
contribution payable in the future years.
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mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

14. DIRECTORS’ AND CHIEF EXECUTIVE’S 14. EERTHEZMNE
EMOLUMENTS
(@) The emoluments of each director are as (a) FEEEME£IAWNT :
follows:
2026
—ECZRE
Retirement
Salaries benefit
and Discretionary scheme
Fees allowances bonuses contributions Total
BREH
g HeREl BERA SRR @t

HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
FERT FERL FEL FERT FERL

Chief executive officer and TBARKNTES
executive director

Mr. Yeung Chi Hang BREXE 1,536 600 — 18 2,154
Executive directors BITES
Mr. Leung Kwong Choi RESEE

(note (i) () 270 = = = 270
Mr. Wong Po Keung BEREAE 300 1,200 = 33 1,533
Mr. Chung Siu Wah BOELE 1,056 148 = — 1,204
Mr. Chik To Pan FUBIR % & 480 120 = 18 618
Mr. Liu Yafei (note (i) BT IEKE () 240 - — - 240
Independent non-executive BIFEHTEE

directors
Mr. Heung Chee Hang, Eric ~ &&fE %4 120 — — — 120
Mr. Lee Chi Ho FERRE 120 = = - 120
Ms. Lai Pik Chi, Peggy REZHL

(note (i) (W) 120 — — - 120
Total @zt 4,242 2,068 = 69 6,379
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e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

14. DIRECTORS’ AND CHIEF EXECUTIVE’S 14. EERTHAKZMNE (E)
EMOLUMENTS (CONTINUED)
(@) The emoluments of each director are as () BSREEME&INHNT :
follows: (Continued) (48)
2025
“EZ-RE
Retirement
Salaries benefit
and  Discretionary scheme
Fees allowances bonuses  contributions Total
RIKEF
we FekE Mg SRR gt

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET TR THET THET

Chief executive officer and FTHAHEHTES
executive director

Mr. Yeung Chi Hang BEELE 1,536 600 - 18 2,154
Executive directors HiTEZ
Mr. Leung Kwong Choi PESRE 360 — — — 360
Mr. Wong Po Keung ER®EE 300 1,200 - 33 1,533
Mr. Chung Siu Wah EOEEE 1,056 600 - - 1,656
Mr. Chik To Pan BEH % & 480 120 - 18 618
Mr. Liu Yafei (note (i) DR E B 20) 220 — - — 220
Independent non-executive BIFHITES
directors
Mr. Wong Kwai Sang HEEARE
(note (iv)) (Hrit(v) 90 — — — 90
Mr. Heung Chee Hang, Eric  &EELAE 120 — — — 120
Mr. Lee Chi Ho FERRHE 120 — - - 120
Ms. Lai Pik Chi, Peggy REZHL
(note (i) (Brit(in)) 90 — — - 90
Total st 4,372 2,520 — 69 6,961
Notes: mrat
(i) Mr. Leung Kwong Choi passed away on 6 March 2026. U REARER-F - F=A
7N B BRit -
(i) Mr. Liu Yafei was appointed on 2 August 2024. (i) AGERER-F-NFNA
—_HEZEE-
(iiiy  Ms. Lai Pik Chi, Peggy was appointed on 3 October 2024. (i BEZZIR-F-_NF+A
ZHEZE-
(iv) Mr. Wong Kwai Sang retired on 3 December 2024. (iv) EREAERER-F-_MF+-
A=ZHRE-
There was no arrangement under which a director and BEZZ-R"ER-FT-AF
chief executive waived or agreed to waive any 7~ A ;JV E’jtiﬁ th \%ETT
emoluments during the years ended 30 June 2026 and gzﬁmﬂ ET%E&%EXH B
2025. BEMMEHZHE -

154 China Environmental Resources Group Limited 2026 Annual Report




Notes to the Consolidated Financial Statements

mEMBEmRME
For the year ended 30 June 2026 HE-Z - A<XF~XA=-+HIFE
14. DIRECTORS’ AND CHIEF EXECUTIVE'S 14. EERTHAHNE (&)
EMOLUMENTS (CONTINUED)
(b) Five highest paid individuals (b) AEEREHAL
The five highest paid individuals in the Group during FR - AEBREZESH AL
the year included four (2025: three) directors whose PRENE(ZE_hF:=%8)
emoluments are set out in note (a) above. The = HP &7 £ XXM
emoluments of the remaining one (2025: two) @ #T—H(ZE_RF M
individuals are set out below: BIANT 25 EHOT
2026 2025
—ET=-R —TRF
HK$’000 HK$ 000
FTET FHET
Basic salaries, allowances and EXHE - R2BREYD
benefits-in-kind F &= 1,040 2,000
Retirement benefit scheme R ARAE T EF B4 5K
contributions 18 18
1,058 2,018
The emoluments fell within the following bands: BlenFToEE :
2026 2025
—ZEZR T -FRHF
Nil-HK$ 1,000,000 Z % 1,000,000/ 7T - 1
HK$1,000,001-HK$ 1,500,000 1,000,001 T &
1,500,0007% 7T 1 1
1 2
No emoluments were paid by the Group to any of the AEERERTNEES TS
directors or the highest paid individuals as an FATLZIENES EAMAR
inducement to join or upon joining the Group or as SERMARE B 2E
compensation for loss of office. SBER A E -
15. LOSS PER SHARE 15. BRREE
Basic loss per share BREXEE
The calculation of basic loss per share attributable to owners $Qﬁ?§ﬁﬁ)\%@ﬁi%$§??§2§+
of the Company is based on the loss for the year BEELKRND TTZEﬁ/\J‘E’fﬁTEWEﬂ@
attributable to owners of the Company of approximately #910,742,000% (= T = 7 F -
HK$10,742,000 (2025: HK$40,305,000) and the weighted 40,305, 000/% TT)MFARAB ETE R
average number of ordinary shares of 531,605,037 (2025: % hn # F ¥9 #531,605,037% (= &
488,769,147) in issue during the year. Z R4 488,769,147H%)
Diluted loss per share BiRiEEEE
The effects of all potential ordinary shares are anti-dilutive BE_Z-_RER-_F-_H5F~A
for the years ended 30 June 2026 and 2025. “THLEFENMBELETBRYE
B -
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e BRI

For the year ended 30 June 2026 HZ=—ZF—

RERA=ZTHIEFE

16. DIVIDENDS 16. K2
The directors do not recommend or declare the payment of EFVTEZAEMRBEE_Z =N
any dividend in respect of the years ended 30 June 2026 FRZE _ﬁi/\ﬂ THIEFEIR
and 2025. HERAR S -
17. PROPERTY, PLANT AND EQUIPMENT 17. V¥ BERRE
Furniture,
Leasehold  fixtures and Motor
improvements  equipment vehicles Total
R RER
HERE B RE @zt
HK$'000 HK$'000 HK$'000 HK$'000
THET THEL THEL THEL
Cost 78
At 1 July 2024 R-ZE-WFE+H—H 482 4,083 750 5,315
Additions NE 913 83 — 996
Disposals HE — (134) — (134)
Disposal of a subsidiary HE—EHB LA (844) (3,096) — (3,940)
At 30 June 2025 and 1 July 2025 ‘\:?,ﬂi/\ﬂﬂrﬁ&
TR+ A-H 551 936 750 2,237
Acquisitions of subsidiaries Ui B8 B B 8 75 710 170 955
Additions HNE 17 458 = 629
Transfer from inventories BERE 697 192 — 889
Disposal and written off & R (201) — — (201)
Exchange differences | 3 45 12 60
At 30 June 2026 RZE-_R"FAA=1H 1,296 2,341 932 4,569
Accumulated depreciation RiNE
At 1 July 2024 RZE-NFE+HA—H 193 3,956 394 4,543
Charge for the year RER MG 101 42 225 368
Disposals HE — (134) — (134)
Eliminated on disposal of a P E — RN B A AR 8
subsidiary — (3,003) — (3,003)
At 30 June 2025 and 1 July 2025 EA:? “hFERA=TER
—“E-hEtH-H 294 861 619 1,774
Charge for the year RER MG 106 92 152 350
Disposal and written off & R (201) — — (201)
Exchange differences BxER 2 4 1 7
At 30 June 2026 RZE-_R"FAA=1H 201 957 772 1,930
Carrying amount fRE(E
At 30 June 2026 RZE-_R~EXA=Z1+H 1,095 1,384 160 2,639
At 30 June 2025 RZE-RF A=+H 257 75 131 463
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mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

RIGHT-OF-USE ASSETS 18. EHEEE
2026 2025
—EZRE —E-ARF
HK$'000 HK$ 000
FET FET
At 30 June: W7A=+8:
Right-of-use assets TREEE
— Land and buildings — T REF 2,535 1,335
— Motor vehicles — AE 1,174 1,814
3,709 3,149
Lease commitments of short-term leases % HAfl & ~ & & IE 768 360
The maturity analysis, based on REBZARURRES R
undiscounted cash flows, of the EsHEAERHA
Group's lease liabilities is as follows: DT
— Less than 1 year — L1F 3,814 4,933
— Between 1 and 2 years — 1&2F 4,658 5,786
— Between 2 and 5 years — 2&E5F 12,415 10,510
— Over 5 years — HESF 47,425 44,285
68,312 65,514
Year ended 30 June: BEAA=+HILEEE:
Depreciation charge of right-of-use FTRAEEENERX
assets
— Land and buildings — Tt REF 1,113 1,408
— Motor vehicle — "RE 640 640
1,753 2,048
Lease interests HEFE 1,943 2,066
Expenses related to short-term leases EHAEBEE A 883 840
Total cash outflow for leases HERS RO 25 (2,689) (3,050)
Additions to right-of-use assets REFREEE 2,292 380

AEBEEERELMERE LK
BFUARAE -HEBE —RIKZE
195 0 Bl E R S 5T - T E R IR
EREEEHEE YEIEETR

The Group leases various land use rights, land and buildings
and motor vehicles. Lease agreements are typically made for
fixed periods of 1 to 19 years. Lease terms are negotiated
on an individual basis and contain a wide range of different

terms and conditions. The lease agreements do not impose &R G - THE e T i N 2
any covenants and the leased assets may not be used as H-EBEHEEETSREEROK

security for borrowing purposes. o
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e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

19. INVESTMENT PROPERTIES 19. #EME
Car parking Industrial
spaces properties Total
BEM T a3
HK$'000 HK$'000 HK$'000
TBT TBT FET
Fair value AfE
At 1 July 2024 RZE-_MFLH—H 190,000 50,498 240,498
Exchange differences M 5 Z & — 1,001 1,001
Change in fair value DNREEH (20,000) 4,320 (15,680)
At 30 June 2025 and R-Z_RAFANA=TH
1 July 2025 EZFE_RAF+H—H 170,000 55,819 225,819
Exchange differences E & =% = 3,904 3,904
Change in fair value NHEE (10,000) 32,713 22,713
Disposal ial= — (4,755) (4,755)
At 30 June 2026 R-ZZT - XFEXNA=1H 160,000 87,681 247,681
The car parking spaces are situated in Hong Kong. As at 1 BNUREE R FA
30 June 2026, the fair value of the car parking spaces is =STHR - FEANZAREBENA

- 158

approximately HK$160,000,000 (2025: HK$170,000,000),
which was arrived at on the basis of a valuation carried out
by Ravia Global Appraisal Advisory Limited (“Ravia”), an
independent professional valuer. The fair value is based on
the direct comparison approach under fair value
measurement level 2.

160,000,000/ t(= & = A F:
170,000,000/ 7T) * JhiR 38 L H ¥ h
ERIG 2RI EZAER R A (5
LNETZZEEAEEER - AR
ENREAABNEEF 4§ KAR
BHEEEBTE -

The industrial properties are situated in the PRC. As at ZETEDMEMRTR - R T X
30 June 2026, the fair value of the industrial properties is FRA=1TH ZEIEWMENLR

approximately HK$87,681,000 (equivalent to
RMB76,000,000) (2025: HK$55,819,000 (equivalent to
RMB51,000,000)), which was arrived at on the basis of a

B #) A87,681,000/ T (lHE R AR
#76,000,0007T)( = T = B £F:

55,819,000 7t(18 & R A B

valuation carried out by Ravia. The fair value is based on the 51,000,0007T)) © Ty & Im L 1T 2 &
market approach for land and replacement cost approach for EREEEY - NRETREBEARE
buildings and structures under fair value measurement level SAEE_RETMEATSEREE

2.

The Group leases out its investment properties under an
operating lease. The lease term is 2 years (2025: 2 years).
The lease is on a fixed rental basis and includes variable
lease payments.

As at 30 June 2026 and 2025, the car parking spaces with
aggregate carrying amount of approximately
HK$160,000,000 (2025: HK$170,000,000) were pledged to a
bank to secure banking facilities available to the Group. A
deed of assignment of rental income from the car parking
spaces was executed in the favour of the bank.
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

BIOLOGICAL ASSETS 20. EYEE
Standing
timbers
CIEZ35%7 ¥
HK$'000
FHET
At 1 July 2024 R-ZZE_WNFE+HA—H 190,958
Change in fair value less costs to sell N EEER L &SR (5,373)
Exchange differences PE i =%H 3,495

At 30 June 2025 and 1 July 2025 RZZE_AFRA=THRE

—E-RAH¥+H—H 189,080
Change in fair value less costs to sell NREEERE L &SR (8,649)
Exchange differences MEH =5 9,945
At 30 June 2026 RZE-_RFANA=+H 190,376

The Group’s biological assets represent standing timbers on
plantation land of approximately 30,000 Chinese Mu, which
were acquired in the acquisition 100% equity interest of
Ample Rich Enterprises Limited (“Ample Rich”, a wholly-
owned subsidiary of the Company) and its subsidiaries
(collectively referred to as the “Ample Rich Group”) in 2009,
with a lease term of 30 vyears, expiring in 2038. The
standing timbers comprise mostly poplar trees (accounting
over 99% of the total standing timbers), mixed with a very
small portion of other species of deciduous trees such as elm
and willow. With the consultation of the Company’s PRC's
Legal Adviser, through the forestry management agreement
dated 10 June 2008 entered into by and between the
142nd Regiment of the Eight Division of Xinjiang Production
and Construction Corp and Foshan Gold Vantage Forestry
Limited and also supplemented by the agreement dated
2 December 2008, the directors of the Company consider
that the Company has the right, potential to produce
economic benefits and control the biological assets and such
amount are classified as biological assets of the Company
which are measured at fair value at the end of each
reporting period under the Hong Kong Accounting Standard
41 Agriculture at the end of each reporting period and
HKFRS 13 Fair Value Measurement and the Company’s
accounting policies.

During the years ended 30 June 2026 and 2025, the Group
did not harvest or sell any standing timbers.

TRRFEEREEFR QG

7R B0 A Y & B F5 27 4930,000 4
B ER A SREMAR - BREE
®nZZZF N F K BAmple Rich
Enterprises Limited ([ Ample Rich |
AREME2EMBAR) REMBE A
A (78T Ample Rich#£E 1) A9100%
i 48 e 7 e PT AR BE - T B R R304F -
RZZE=N\FEm - REREMAREE
HAGE (G2 RERERKEB
9% ) R LHBEMMEMNEZTES
AN Bl A Al A R DA o B R AN A A AR
BlAEEERE  HBNEEERSRE
B %5 )\AH S5 — U — B B 1L 3l & Ak
EERARN-_ZEZNFENNA+HE]
VIWEHBAE—TEENF+=-_A=H
ZMEBEMETRCMAETRRE A4
RIZEERA ARFIBEEAEEBEA&

ERBEYEIIESNZEEMEE T
REEMEERERERRRINEYE
E UTREMERARBBEESE
ERIFEATR — BRE)INCHE B M B
HERFEI13H — ARnEFEIRAK
NAIBFBERRAANE=E -
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For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

20.

160

BIOLOGICAL ASSETS (CONTINUED)

The fair value of the Group’s standing timbers as at 30 June
2026 were independently valued by Colliers Appraisal and
Advisory Services Co., Ltd. (“Colliers”) which comprises a
group of independent professional valuers with experience
and expertise in relation to biological assets valuation. Their
team consists of professional valuers and agricultural experts
who work together in a wide array of biological assets to
ensure the reliability and fairness of their valuation results.
Accordingly, the directors are of the view that Colliers is
independent and competent to determine the fair value of
the Group’s biological assets.

Colliers has adopted a market approach for the valuation of
standing timbers. The method uses the present market value
in terms of price per unit cubic meter of round logs and the
total merchantable volume of timbers on the plantation land
as at 30 June 2026 as a basis for calculating the fair value
less costs to sell of the biological assets. Colliers has
adopted the measured merchantable volume of standing
timbers as indicated by an independent forest surveyor
engaged by the Group and also verified the market price per
cubic meter of logs by referencing to the market price lists,
after taking into account of local timber manufacturing
factories as well.

The management of the Company has also:
— assessed the valuation techniques;

— verified all major inputs to the independent valuation
reports;

—  held discussions with the independent valuer on the
valuation basis, processes and results; and

—  held discussions with the relevant personnel who are
responsible to the standing timbers on plantation land,
if appropriate.

The management of the Company reported directly to the
directors. Discussions of the valuation techniques, changes in
market information, the valuation processes and results were
held between the directors, the management of the
Company and Colliers to ensure the valuation has been
performed properly.
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

BIOLOGICAL ASSETS (CONTINUED)
The principal assumptions adopted are as follows:

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

2. the market conditions in which the region operate,
which are material to revenue and costs of the
businesses will have no material change.

The valuation techniques used in the determination of fair
values as well as the key inputs used in the valuation
models are disclosed in note 7.

There has been no change to the valuation technique in the
prior and current years. The fair value measurement is
categorised into Level 2 fair value hierarchy.

Nature risk

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

TRRFEEREEFR QG
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21.
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INTANGIBLE ASSETS

. BREE

Vehicle
Operating registration
rights marks Total
HEE REME HEt
HK$'000 HK$'000 HK$'000
FAT FAT THET
Cost 5%
At 1 July 2024 RZZE_WHELA—H 135,487 498 135,985
Exchange differences &= 2,531 — 2,531
At 30 June 2025 and 1 July 2025 R-ZE-_RAFEFA=+H
N—E-_HF+A—H 138,018 498 138,516
Exchange differences 5= 7,465 = 7,465
At 30 June 2026 RZEBE-_R"EXA=FH 145,483 498 145,981
Accumulated amortisation and Rt EE R ERE
impairment losses
At 1 July 2024 RZZE-MN&E+A—H 70,379 — 70,379
Amortisation for the year FANEH 4,539 - 4,539
Exchange differences I 1,376 — 1,376
At 30 June 2025 and 1 July 2025 RZZEZRFAA=TH
—E-_HFt+A—H 76,294 = 76,294
Amortisation for the year FRNEE 4,696 — 4,696
Exchange differences N = 4,280 = 4,280
At 30 June 2026 RZE-RNFXNA=T 85,270 — 85,270
Carrying amount BRE{E
At 30 June 2026 RZZE-_XEXA=TH 60,213 498 60,711
At 30 June 2025 R-ZE-_RAFEA=+H 61,724 498 62,222
Operating rights HEE
The Group’s operating rights relate to the favourable aspect AEBMKEERIRERARKEEER
of the right to use and operate the plantation land, which in M EFBFHE D  HEE LBR

substance is an operating lease, acquired in the acquisition
100% equity interest of Ample Rich Group in 2009, where
the acquiree is the lessee. With the consultation of the
Company’s PRC's Legal Adviser, through the Forestry
Management Agreement and also supplemented by the
Agreement as described above, the directors of the
Company consider that the Company has the right, potential
to produce economic benefits and control the operation
rights and such amount are classified as intangible assets of
the Company in accordance with applicable accounting
standards and the Company’s accounting policies which are
amortised using straight-line method over the remaining
lease term of 30 years and the remaining useful life is 12
(2025: 13) years.
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For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

INTANGIBLE ASSETS (CONTINUED)
Operating rights (Continued)

The impairment assessment of the Group’s operating rights
as at 30 June 2026 was independently performed by AP
Appraisal Limited who is an independent professional valuer
with relevant experience and expertise in relation to
intangible assets valuation. Accordingly, the directors are of
the view that AP Appraisal Limited is independent and
competent to determine the impairment assessment of the
Group’s operating rights. The management of the Company
reported directly to the directors. Discussions of the
valuation techniques, changes in market information, the
impairment assessment processes and results were held
between the directors, the management of the Company
and AP Appraisal Limited to ensure the impairment
assessment has been performed properly.

The assessment of the Group’s operating rights’ recoverable
amount was determined based on a valuation report
prepared by an independent valuer using discount cash
flows method at the date of acquisition and the estimated
present value of payments due under the agreement entered
into by Ample Rich Group at that moment, as reported in
the Company’s 2009 annual report. Through the Forestry
Management Agreement and also supplemented by the
Agreement as described below, the Company has the right,
potential to produce economic benefits and control the
Operation Rights and such amount are classified as
intangible assets of the Company which are amortised using
straight-line method over the remaining lease term of 30
years.

With reference to a valuation conducted by AP Appraisal
Limited, the recoverable amount of the Group’s operating
rights is higher than its carrying amount and no impairment
has been recognised during the year ended 30 June 2026.
The recoverable amount has been determined on the basis
of the value in use by using discounted cash flow method
(level 3 fair value measurements). The pre-tax discount rate
used was 16% (2025: 15.6%).

There has been no change to the valuation technique in the
prior and current years. The fair value measurement is
categorised into Level 3 fair value hierarchy.

TRRFEEREEFR QG
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For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

21. INTANGIBLE ASSETS (CONTINUED) 21.

Vehicle registration marks

The vehicle registration marks have an indefinite useful life
and they are carried at cost less any subsequent impairment
losses. No amortisation is provided until the respective useful
life is determined to be finite. Instead, they will be tested for
impairment annually, or more frequently if events or changes
in circumstances indicate that they might be impaired. The
management of the Group determined that there was no
impairment of vehicle registration marks as the market value
exceeds the carrying amount as at the end of the reporting

& E(E)
AERRE

AEMRABERAGEAEN BHE
AR ASR L A L IRORE R IR S BR » B
TEHiE#H  EEBTRABAIERF
HABERAL Rz HSFHE
SEE M (M BB R BB BREA]
BERE) ETTRE R A - A EE R
BEEARNBEHRZMEBLR
{8 - BUTE BRI &R (E -

period.
22. GOODWILL 22, HE
HK$'000
FET
Cost X A8
At 1 July 2024, 30 June 2025 and 1 July 2025 E’\\: E_MNFEELHA—A-
—E-_RAFARNA=THRK
TR+ A—H 1,087
Acquisition of a subsidiary (note 37) W B8 — R B B R B (K #£37) 1,456
At 30 June 2026 RZEZRENA=+H 2,543

Goodwill acquired in a business combination is allocated, at
acquisition, to the CGU that are expected to benefit from
that business combination. The carrying amount of goodwill
had been allocated to the CGU for trading of motor vehicles
in the amount of approximately HK$1,087,000 and to the
CGU for the metal recycle and processing business in the
amount of approximately HK$1,456,000.

Impairment testing of goodwill
Trading of motor vehicles CGU

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

As at 30 June 2026, the value-in-use calculation uses cash
flow projections based on the financial budgets approved by
the management covering a 5-year period. Key assumptions
used by the management in the value-in-use calculation of
the CGU include budgeted revenue and gross profit margin.
The pre-tax discount rate used for estimating the value in
use is 8.78% (2025: 8.78%). The assumptions have been
determined based on past performance and management’s
expectations in respect of the motor vehicles trading in Hong
Kong and the PRC.
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For the year ended 30 June 2026 EHZ—

mE BRI E

ANAZTBLEEE

GOODWILL (CONTINUED) 22. HE(H)
Impairment testing of goodwill (Continued) e RENR(E)
Metal recycle and processing business CGU cEBEWMEMIEBREEEEN
Goodwill is tested for impairment for this CGU by the ERERZRCEESBLHETEHER
management by estimating the recoverable amount of the BARN T EZRBEEREERTER
CGU based on value-in-use calculation. HReELEBMNATKOESE-
As at 30 June 2026, the value-in-use calculation uses cash RZEBE_RFENA=1+H FHEE
flow projections based on the financial budgets approved by E ﬁﬁﬁ VAE IR JE it 5 AR 2 B
the management covering a 5-year period. Key assumptions BEERRBENHESRERN - EEE
used by the management in the value-in-use calculation of E"ﬁi?iﬁﬁﬁﬁﬂﬁﬁﬁr“qﬂiﬁ
the CGU include budgeted revenue and gross profit margin. MEZHRELEFBEEREREFEK -
The pre-tax discount rate used for estimating the value in il 5 (& il TE B AR ERER
use is 14.66% (2025: Nil). The assumptions have been 1466% (- HF: ) - BRKXTY
determined based on past performance and management'’s BEEETERKEEEEBER
expectations in respect of trading of recycled metals in the REEEEGEMETE -
PRC.
The management is not currently aware of any other AEEEH WAMB G N AREE
possible changes that would necessitate changes in its key SN EMREMBETEES - BE
estimates. No impairment loss has been recognised for the :gi/\i)}_7_£¢/\ﬂ +A
years ended 30 June 2026 and 2025. IEFE - BEERBREERE -
INVENTORIES 23. 58
2026 2025
—FT=-R —E-hF
HK$'000 HK$'000
FER FHET
Raw materials R 1,974 —
Finished goods BIAK om 11,860 —
Goods for resale BEEm 20,486 22,086
34,320 22,086
FHBEEREEERAT —T-AEFH 165
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24.
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EMBHRERME

A=+RHILEE

TRADE AND OTHER RECEIVABLES 24. FEWIRRFR & H th FE W FRIE

2026 2025

—EZRE —E-ARF

HK$'000 HK$'000

FET FAT

Trade receivables JEE 5 B 3K 30,819 25,563
Less: provision for impairment loss of & : JE U BR FUR B /&5 18

trade receivables B A (5,631) (1,188)

25,188 24,375
Prepayments, deposits and other TR RIE - e RAEAM

receivables FE WL 3R I8 38,357 21,805
Less: provision for impairment loss of & : B RE - E& K&
prepayments, deposits and HL i, & W R IR R

other receivables BEEERB (629) (205)

37,728 21,600

Total it 62,916 45,975

The Group’s trading terms with customers are mainly on
credit. The credit terms generally range from 30 to 90
(2025: 30 to 90) days. Each customer has a maximum credit
limit. For new customers, payment in advance or cash on
delivery is normally required. The Group seeks to maintain
strict control over its outstanding receivables. Overdue
balances are reviewed regularly by the directors.

ZIK‘EEIIKLM*EEE@%%T}EETIQ

T =

ZIER -

a B R

% 7T F30E90K

(ZE-FH4&F: mi%%ﬂﬁw=u
EEHEEELR -HEPEEAER
AR BRI - REE S REH

DENEPYEE

OB R B -
5 R BB EE B -

The ageing analysis of trade receivables, based on the FEWERRIEEZBHR 2RE 2T (2
invoice date, and net of allowance, is as follows: MBEE 0T

2026 2025
—E-N —E-AF
HK$°000 HK$'000
F#&T FET
0-90 days 0%£90Kk 16,403 14,719
91-180 days 91E 180K 6,685 5,540
181-360 days 181E360K 1,691 2,884
Over 360 days B 3E360K 409 1,232
25,188 24,375

China Environmental Resources Group Limited

2026 Annual Report



Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

24. TRADE AND OTHER RECEIVABLES 24. FEMARER R H fb FE W R IE (48)
(CONTINUED)
The movement in provision for impairment of trade FEWERBREREZSHOT
receivables is as follows:
2026 2025
—EDRE T -RF
HK$'000 HK$'000
FTET FAET
Balance at beginning of year F R 1,188 8,884
Impairment loss recognised ERRREEHE 4,443 498
Eliminated on deregistration of a AL SE — A BT BB R A
subsidiary Bl — (8,194)
Balance at end of year F IRk 5,631 1,188

Impaired trade receivables were mainly due
with long outstanding balances and the ma
Group considered the recoverability is remo
customers were in financial difficulties or

delay in repayment. The Group did not hold any material

collateral over those balances.

The movement in provision for impairment

ERERKEREIERBRKREFHK
HAREESS MASEEEERR
HumW il - REZEREFPER
MHRERRMBEER - AEEL

& TN ©
BAZEERTBEEMNERERR -

from customers
nagement of the
te as the related
have prolonged

BN IR R E NE M WK R RE

of prepayments,

deposits and other receivables is as follows: BEEHOT
2026 2025
—EIRE —Z_AF
HK$°000 HK$'000
FTET FAET
Balance at beginning of year F AR 205 —
Impairment loss recognised EHRRREBE 424 205
Balance at end of year FRER 629 205
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For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

24. TRADE AND OTHER RECEIVABLES 24. FEWBR =R R H i FE W R IE (48)
(CONTINUED)
The Group applies the simplified approach under HKFRS 9 to AEBEREAE BV B MEERESNR
provide for expected credit losses using the lifetime expected BTWEERZE - FIRAMEREKER
loss provision for all trade receivables. To measure the WEHTEBERREE  FHEEMSAGEE
expected credit losses, trade receivables have been grouped F1E - Brir2TEBEEBE  BUER
based on shared credit risk characteristics and the days past HERERBREERRISE K@K
due. The expected credit losses also incorporate forward HETHE B EEBEINEER
looking information. e B R o
1-90 91-180 181-360 Over 360
days past days past days past days past
Current due due due due Total
EEY C&Y Cc&y
=33 9ME  11F ik
B 1E9X 180X 360K 360K @t
At 30 June 2026 R-ZFZ"EXA=1+H
Weighted average expected loss rate  JIE i AHEEXR 0% 2% 0% 67% 100%
Receivable amount (HK$'000) EyeBE(TET) 16,403 6,801 925 3519 3,171 30,819
Loss allowance (HK$'000) BRERE(TET) — (116) — (238 (3171)  (5,631)
At 30 June 2025 R-ZF-RERA=1+H
Weighted average expected loss rate  fiE 9B Hf A % 0% 0% 0% 10% 69%
Receivable amount (HK$'000) EYEE(TET) 14,719 5,540 1,168 2,806 1330 25563
Loss allowance (HK$'000) BREE(TET) — — — (268) (9200 (1,188)

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

EBMEREE 2 BEKARS HE
R B BT R E L B RAFE
BB zBYEPAR ASKEYE
Bhax A R A AR an o RIBIA
TR EEEMEEHENZETEHRE
BYEBBEACEEEREHAMNERA
2R E - BHBARZEERIELR
(R

fully recoverable.

168

China Environmental Resources Group Limited 2026 Annual Report




25.

Notes to the Consolidated Financial Statements

AN KBRRHE
For the year ended 30 June 2026 HE-—T - "FXA=+HIFE
LOANS RECEIVABLE FEY & =X
2026 2025
—EB-RE —E-AHF
HK$'000 HK$'000
Fi#&T FET
Loans receivable e W E 11,982 15,810
Less: provision for impairment loss of & : JEUW B ZURE & 18
loans receivable B A (4,198) (8,305)
7,784 7,505
Loans receivable, secured JEWE K - HIEHE 254 315
Loans receivable, unsecured W E o &I 5,000 5,000
Loan interests receivable, secured JEWE A E - BEIE 28 13
Loan interests receivable, unsecured JEWE A B - EE IR 2,502 2,177
7,784 7,505
Analysed as: DT
Current assets mBEE 7,726 7,505
Non-current assets EREEE 58 —
7,784 7,505
The loans granted are interest bearing at 6.5%-12% (2025: TﬁtHZE R E F R 6. 50/0:t:12%(_

6.5%-12%) per annum. The loan periods are generally 12

to 24 (2025: 12 to 36) months.

Loans

receivable of

approximately HK$254,000 (2025: HK$315,000) are secured
by watches (2025: watches). The directors of the Company
monitored the collectibility of the loans receivable closely
with reference to their respective current creditworthiness

and repayment records.

TRRFEEREEFR QG

ZHF65%E12%)iE & %(
Hﬁﬁﬁ—ﬁxﬁﬂzim(f?fﬁi
£36)EH - B E FK 41254, ooo,%%syz
—E-RE: 315000,%7E>LA$EE
ZE_RFFHR)ERF AR
ﬁ%@%ﬁmmamwﬁr&ﬁmﬂ
B - B EEREUNE SR AT U e o
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Notes to the Consolidated Financial Statements

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

25. LOANS RECEIVABLE (CONTINUED)

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

25.

FEW & 3 (&)

RIBREA ORISR RS
B R4 3% B R B BR B AT
m -

2026 2025
B RE T -RHF
HK$'000 HK$'000
FTET FAET
181-360 days 181E360K 7,784 7,177
Over 360 days B A360K = 328
7,784 7,505

The movement in provision for impairment of loans EWEFRBEREZESOT

receivable is as follows:

2026 2025
—E=R T -RF
HK$'000 HK$'000
FTET FAET
Balance at beginning of year F ¥ 45 R 8,305 8,323
Reversal of impairment loss VERI=N SRR (766) (18)
Amounts written off s e R (3.341) —
Balance at end of year F IR 4,198 8,305

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

mE BRI E

For the year ended 30 June 2026

25. LOANS RECEIVABLE (CONTINUED)

25. FEUERR(E)

HE-_Z-_XFEFXA=THLFE

91-180 181-360 Over 360
days past days past days past
Current due due due Total
EiEH
SFiTp- | 181F SR TP
BN 91FE 180K 360X #Ei8360X st
At 30 June 2026 RZBZRE
~A=+H
Weighted average hn#E ¥ 19 78 B S
expected loss rate Bx 0% 0% 0% 100%
Receivable amount JEW & EE (T L)
(HK$'000) 7,784 — — 4,198 11,982
Loss allowance EERE(TET
(HK$'000) — — — (4,198) (4,198)
At 30 June 2025 R-B_-H%E
~A=+H
Weighted average hniE¥ 5 E BRE
expected loss rate Bx 0% 0% 0% 100%
Receivable amount JEW SR (FHEL)
(HK$'000) 7,505 — — 8,305 15,810
Loss allowance EEEE (T BT
(HK$'000) — — — (8,305) (8,305)
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Notes to the Consolidated Financial Statements

e BRI

For the year ended 30 June 2026 B EZEZZT = RXF XA

26. FINANCE LEASE RECEIVABLES

A=+RHILEE

. BWRHERERE

Present value of

Lease payments

lease payments

HEMR
HEMSR wE
2026 2025 2026 2025
—EB-A —E-RHF ZBZR —E-RAF
HK$'000 HK$'000 HK$'000 HK$'000
FTHET FHET FTHET FHET
Less than 1 year DR1E 6,315 6,804 2,240 741
Between 1 and 2 years 1&24F 5,196 6,060 — 2,309
Between 2 and 3 years 2ZF 34 7,056 5,591 1,600 1,042
Between 3 and 4 years 3F44 5,563 4,936 1,015 452
Between 4 and 5 years  4ZF54F 4,936 5,080 451 673
Over 5 years B iB5F 69,262 64,182 34,685 34,012
98,328 92,653 39,991 39,229
Less: Unearned finance & : R BRELES 5 U A
income (58,337) (53,424)
Present value of lease HENRBE
payments 39,991 39,229
Less: Impairment loss A EERAESE
recognised (6,671) (1,943) (6,671) (1,943)
33,320 37,286
Less: Amount within o 12 AR 2
12 months 458 (R
(shown under EE A ER
current assets) ) a (539) (625)
Amount receivable after 28 A% 2 EIL
12 months I8 32,781 36,661

The Group leases out its hotel business under a finance
lease. The lease is on a fixed repayment basis and no
arrangements have been entered into for variable lease

payments.

Disclosures of finance lease-related items:

15 o wx B 1 ] T R
sLAl S

AEBERBEMEES HMEHEEE X

HAE - BfE

S RET LB

BMEHEMEREERNE

2026 2025
—EBIRE —E-ARF
HK$’000 HK$'000
FHET FAET
Year ended 30 June: BEAA=+HILEE:
Finance income on net investment HEREFBZUE
in the lease A 4,823 4,924
Significant changes in net investment HE&XR&AFHE 2B
in the lease &
— Decrease due to repayments — BEFOR D 2,474 3,435
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Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

26. FINANCE LEASE RECEIVABLES (CONTINUED) 26. BRI EHERIE(E)

The movement in provision for impairment of finance lease MAERESRKFIERFRERBZ S
receivable is as follows: N
2026 2025
—EDRE T -RF
HK$'000 HK$'000
FTET FAET
Balance at beginning of year F R 1,943 —
Impairment loss recognised ERRREEHE 4,728 1,943
Balance at end of year FRERR 6,671 1,943
The Group applies the simplified approach under HKFRS 9 to REBERE BV BHREERFEIR
provide for expected credit losses using the lifetime expected BETWHEERE FAREHESERK
loss provision for finance lease receivable. To measure the HIEH T HEHAEERE  STIETES
expected credit losses, finance lease receivable have been FEBEE - At=EHEESE &
grouped based on shared credit risk characteristics and the EHERKFEDRELREERR
days past due. The expected credit losses also incorporate B RaBRXE#ETHHE FEHEER
forward looking information. EEITBIEREEER -
91-180 Over
1-90 days days 180 days
Current past due past due past due Total
il EE EE
BN #A 1E90X 91E180X #BiB180K @t
At 30 June 2026 R=ZF|=R
~A=+H
Weighted average DN 5 78 B
expected loss rate [EicES 13% 30% 77% 93%
Receivable amount JEW & %
(HK$'000) (F#&T) 37,751 480 480 1,280 39,991
Loss allowance EERE
(HK$'000) (F&T) (4,971) (142) (368) (1,190) (6,671)
At 30 June 2025 R-ZEZ-h%E
~A=+H
Weighted average AN ¥ £5 78 AR
expected loss rate BEE 5% 2% 0% 0%
Receivable amount fE W & 58
(HK$'000) (F#&T) 38,589 480 160 — 39,229
Loss allowance BERE
(HK$'000) (F#&T) (1,934) 9) — — (1,943)
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Notes to the Consolidated Financial Statements

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

27. INVESTMENTS AT FAIR VALUE THROUGH 27. RAREBEANERZRE
PROFIT OR LOSS
2026 2025
—EBZRE —E-hF
HK$'000 HK$'000
TH&ET FAT
Equity securities listed in Hong Kong, R &E LM ZBRAF
at fair value 5 BARE 2,908 140
The fair value of the listed equity securities was determined FHRABSH 2 ARETIRBEMEE
based on the quoted market bid prices of the corresponding TMRAFBHFHNMBTISHBAEET -
listed equity securities.
28. REFUNDABLE SECURED DEPOSIT 28. FJRECH RS
The Group entered into a sale and purchase agreement and AEBH-—ZBIF TR _E—=
a supplemental agreement on 27 November 2013 and F+—AZt+tBHERZZE—=F+=
16 December 2013, respectively, with an independent third B+7"B7 RT3 B &t & f T
party in relation to the acquisition of 100% equity interest BN EANEEERAT RENE
of a target company and its subsidiaries which are mainly NAZ100% R A s - EEZRA
engaged in hotel operations in the PRC (the “Proposed BEREBEERK((2RKkESED -
Acquisition”). On 23 December 2013, an amount of R-ZE—=%F+-_HA=-+=H0 K&
HK$150,000,000 was paid by the Group as refundable & % {4150,000,0007% JT * 1E A& 7] &
deposit. The refundable deposit was charged over the entire BiE€ R-ZE—WFEA=+H"
issued share capital of a Hong Kong subsidiary of the target ZENERERSEHRBEERFN—ME
company and was classified as secured deposit for BAMBAR 2 2MBE BITRAER
acquisition of subsidiaries as at 30 June 2014, | WD EARBENE QR D EAE
bl
According to the Company’'s announcement dated BERARABHA-ZZT—NFE+A
28 October 2014, the Group and the vendor entered into a T NB2ZAM AEEEE G
termination agreement to terminate the Proposed RiEmEARIEEBWESEE AR
Acquisition because certain conditions precedent of the BEWEEE S TREREEREE
Proposed Acquisition were not satisfied. Pursuant to the ﬁfi”@ﬁ%%ﬂ:%’f RN EH B E T
termination agreement, the Group and the vendor agreed FARERESKBYS -_HERETASE
that the refundable deposit shall be refunded to the Group B BESREAR-_Z—NFE+—A
by three installments including HK$60,000,000; +H - ZFE—RAF— )5]4‘1’%25&4
HK$45,000,000; and HK$45,000,000, repayable on Z—-—HFMWMA=-++HEE
10 November 2014, 27 January 2015 and 27 April 2015, 60,000,000/ 7T ~ 45,000, OOO/%T_E&
respectively. The first installment of HK$60,000,000 was 45,000,000 7T e A A Al B R =
received by the Company on 7 November 2014. —mMF+— At BREE —HR

60,000,000/% JT °
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28.

Notes to the Consolidated Financial Statements

For the year ended 30 June 2026 HZ_-ZT =X &F

REFUNDABLE SECURED DEPOSIT (CONTINUED)

According to the Company’s announcement dated 18 June
2015, the Group and the vendor entered into a
supplemental termination agreement to amend certain terms
of the termination agreement relating to the refund of the
remaining refundable deposit. Pursuant to the supplemental
termination agreement, the Group and the vendor have
agreed that the remaining refundable deposit shall be
refunded to the Group by two installments including
HK$20,000,000 and HK$70,000,000, together with interest
as calculated at 5% per annum, repayable on 18 June 2015
and 19 November 2015, respectively. The second installment
of HK$20,000,000 together with interest was received by the
Group on 18 June 2015. During the year ended 30 June
2018, the Group received deposit refund of HK$58,000,000
together with interest income of HK$2,000,000. The deposit
of HK$12,000,000 was overdue as at 30 June 2021. On
23 August 2021, the Group and the vendor entered into an
agreement for the settlement of the remaining refundable
deposit of HK$12,000,000. Pursuant to the agreement, the
vendor shall pay HK$1,000,000 and HK$11,000,000 with
interest as calculated at 1% per annum within 14 days and
24 months, respectively, from the date of agreement signed.
During the year ended 30 June 2022, deposit of
HK$1,000,000 was refunded to the Group. The outstanding
amount of HK$11,000,000 (together with the accrued
interest) was overdue on 22 August 2023. The board of
directors of the Company decided not to extend the
settlement date. In 2023, the Company has engaged a Hong
Kong solicitors’ firm to commence legal proceedings against
the vendor and the target company. In July 2024, an
application for default judgment has been lodged against the
Defendants to the Court of First Instance of the High Court
of Hong Kong (the “Court”) for approval. In September
2024, the Court made the final and interlocutory judgment
and ordered the Defendants to pay the Group, among
others, HK$11,000,000 together with the accrued interest,
costs associated with relevant legal documents and due
diligence under the proposed acquisition and its subsequent
termination, and costs of this action to be summarily
assessed. The Company is formulating steps to enforce the
Court judgement against the Defendants.

During the year ended 30 June 2026, management
reassessed the recoverability of the deposit and the relevant
collateral. Based on the latest information available and
taking into account the legal proceedings and claims relating
to the collateral, as well as the significant uncertainty over
its realisable value, management considered that the
collateral no longer had any recoverable value. Accordingly,
a full impairment loss of HK$11,000,000 has been
recognised in respect of the refundable secured deposit
during the year ended 30 June 2026.

TRRFEEREEFR QG

mE BRI E

A=1tBILtFE

28. JRECHIFRE (&)

BERARABRAR-_ZT—HF KA
TNBZAM > REBEEHFTL—
MR R ARBRERT AR
BREE Tmﬂ:%’; 28 TIRK 1R
BREARILIGSE AEBEEE T
E’ﬁ%?ﬂ%&‘%ﬁiﬁ(@%
20,000,000/ 7T £70,000,0007% 7T &
H?ﬁif‘JTS%uﬂiZﬂQ)H&’“Fﬁﬁﬂ

RETAEE DRRZZFE—RHFA
H+J\E&:§*£¢+*ﬂ +NH

BN - AEEERN -_ZE—HHENA
+ \ B % % — H13k1820,000,0007%
TTERAE -REE—_ZT—\FA
“+HLEFE  REEKRDIEEER
58,000,000/ 7T & [@ F B K& A
2,000,000/ JT ° ¥ 412,000,000/% 7T
BER-ZE-—FA=Z+HEH -
%N NAZ-+=H A&E@
EFRBESRTAIRER 2
12,000,000;.37@31—{ W& o BRI
ZWE - BEHERSRR i B R
14k K24 A W & %\J =
1,000,000 7T X 11,000,000 7T © %
FREI%FAB -BHE-_ZT - —_F X
A=+HIEFE - #%£1,000,000% T
BEREFAEBEB - KREBELB
11,000,000/8 7t GER FEATF B) E R
—E-=FNAZFZHEH AR
RBEEERETSLERENEEH -
—EC=FARRRE—MEER
MTmEARBEAGIRRAEERE
el —ZTE-_WF+ A ARAEM
E,%mwﬂmﬁ*ﬂ/ir(Rﬂﬂ)hﬁ
SR AR BRE SRS o DAL
EoRZE_MMENA *%Bﬁfﬁﬁj%
B IEIEFEHR - WHES I E ARK
@A (EFBFE) 11,000,000 7T
EREAANE  EHEFWERERE
BUEBTHBEEXEREBESAE
F‘%E’J&ZIS LA K B8 Z 12 Fr 5T & A9 30
B o ANaEHE ST E AR
AITIRBTHI R o

BE-_Z-_"FA=Z+HLEFE -
EREEENA AR e LEREA
DDMTM&@& CREA IS E R
W B M BB EEFA K
EE,% UEREASEREEFENER
TEEM EEERARBHERKET
BAAMTMAAKEE fﬁ At A
—7—/\£F/\)E] —'—E_U:EJ_\_ E
MARERENRcHREBRES
#11,000,0005% 7T °
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Notes to the Consolidated Financial Statements

e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

29. TRADE AND OTHER PAYABLES 29. FEfTERFR & H fh FE £+ SR I8
2026 2025
—BRE —TERE
HK$'000 HK$'000
TH&ET FAT
Trade payables JFE T BR 3K 13,646 7,080
Other payables and accruals At JE T 5RIE I B AT
IR 22,498 23,659
Receipt of deposits for disposal of KmBEBLESE AR
assets classified as held for sale EHEEEZIES — 11,800
36,144 42,539
The ageing analysis of trade payables, based on the date of FERERZRRERBZERS TN
receipt of goods, is as follows: K
2026 2025
—EC-R T RE
HK$'000 HK$'000
TH&ET FAT
0-90 days 090K 11,506 5,446
91-180 days 91£ 180K 294 158
181-360 days 181E360K — 84
Over 360 days B E360K 1,846 1,392
13,646 7,080
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Notes to the Consolidated Financial Statements

e EHRRME
For the year ended 30 June 2026 HE-—T - "FXA=+HIFE
30. CONTRACT LIABILITIES 30. EHETR
As at As at As at
30 June 30 June 1 July
2026 2025 2025
R-ZB-RE RZT_HF RZZTZAHF
~BA=+H NA=Z1+H +A—H
HK$'000 HK$'000 HK$'000
THET FAET FAET
Contract liabilities from metal T BEW RN T %
recycle and processing BHEHERE
business 4,822 — —
Contract liabilities from trading B & )75 K iHRE
of motor vehicles and related HHENEaE
accessories 4,014 3,996 4,347
Contract liabilities from trading B & & [ & {F+ &Y
of computer accessories aHatE 224 270 —
Contract liabilities from others ~ EME AN BEE 14 — —
Total contract liabilities ERNBERE 9,074 4,266 4,347
2026 2025
—EBRE —ZE_NF
HK$'000 HK$'000
F#&T FAT
Transaction prices allocated to pall REN A N b =354
performance obligations unsatisfied at J@%’?f&l]ﬁﬂﬁﬂ—rﬁ(\
end of year and expected to be THFERRNZ S
recognised as revenue in: 18 W :
— 2026 — —FRF — 4,266
— 2027 — —ZE-+F 9,074 —
9,074 4,266
2026 2025
—E-R —_E_RHF
HK$’000 HK$'000
TH&T FAT
Revenue recognised in the year that was T AF AN BGEIL R
included in contract liabilities at FAERH W=
beginning of year 251 668

TRRFEREEARAR Z—TZREFRH 177




Notes to the Consolidated Financial Statements

- 178

mEKBRRME
For the year ended 30 June 2026 #HE-T-A"FA=+THIFE
31. LEASE LIABILITIES 31. A¥E1E
Present Present
value of value of
Lease Lease lease lease
payments payments ~ payments payments
HEMRR HEMFR
HEMR HER® RE BE
2026 2025 2026 2025
ZEZRE —ZE-RF ZEIARE —ZT-HF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET THET FET
Within one year —FR 3,814 4,933 1,905 3,068
In the second to fifth years, E_EZERF(REH

inclusive M F) 17,073 16,296 10,714 10,284

After five years hFEE# 47,425 44,285 37,935 36,172
68,312 65,514 50,554 49,524

Less: Future finance charges BWoARRBEER (17,758) (15,990)
Present value of lease obligations & & TR E 50,554 49,524
Less: Amount due for w1218 A A E) H

settlement within ,:.;f?’ B (3R

12 months RREEaER

(shown under T)

current liabilities) (1,905) (3,068)
Amount due for settlement after 1218 B & B M & &

12 months IE 48,649 46,456
At 30 June 2026, the average effective borrowing rate was RZZTZRNEFEAN ‘l‘ EI ﬁi’]f
3.88% (2025: 3.90%). Interest rates are fixed at the contract g & ﬂ < 53.8 TR F:
dates and thus expose the Group to fair value interest rate 3.90%) ° ﬂ?ﬁ/\\ i\’] HEIE EE -
risk. B a aNe= E e /N = P 7
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Notes to the Consolidated Financial Statements

mE BRI E

For the year ended 30 June 2026 HE-—T - "FXA=+HIFE

BORROWINGS/BANK OVERDRAFTS 32. R RITEX
2026 2025
—EBARE —ET-RHF
HK$'000 HK$'000
Fi#T FHETT
Bank loans fEﬁ%ﬁ%ﬂ 55,303 58,608
Director loans BEEXR 6,248 3,555
Other loan HEMER — 1,000
61,551 63,163
Bank overdrafts RITEX 4,998 4,936

The banking facilities of the installment loan and revolving
loan contain a repayment on demand clause that provides
the bank with an unconditional right to demand repayment
at any time at its own discretion. As at 30 June 2026,
installment loan of approximately HK$40,303,000 (2025:
HK$43,608,000) is repayable more than one year after the
end of the reporting period pursuant to the repayment
schedule included in the installment loan agreement.
Revolving loans of approximately HK$15,000,000 (2025:
HK$15,000,000) are repayable on the maturity date of that
advance unless the bank allows for a rollover. Bank loans are
charged at 1.3% to 3% over HIBOR per annum below the
bank’s prime lending rate or 3% per annum over HIBOR
(2025:1.3% to 3% over HIBOR per annum below the bank'’s
prime lending rate or 3% per annum over HIBOR). Bank
overdrafts are charged at 4% over HIBOR. Due to the
repayment on demand clause, such amounts of loans were
classified as current liabilities as at 30 June 2026 and 2025
in accordance with Hong Kong Interpretation 5 Presentation
of Financial Statements — Classification by the Borrower of
a Term Loan that Contains a Repayment on Demand Clause.
The bank loans are arranged at floating rates, thus exposing
the Group to cash flow interest rate risk.

As at 30 June 2026, the bank loans were secured by (i) the
car parking spaces with aggregate carrying amount of
approximately HK$160,000,000; (i) a deed of assignment of
rental income from the car parking spaces; and (iii) personal
guarantee from a director of the Company.

The director loans are unsecured, interest-bearing at fixed
rate of 15% per annum and repayable within one year. One
of the director loans is unsecured, interest-free and
repayable within one year.

The effective interest rate at the end of the reporting period
was 4.57% (2025: 5.69%).

TRRFEEREEFR QG

PHERMBERERNEITRESA
?ﬁ%ﬁzﬂa@ﬂ;m B AR AT AR R
iﬂ H‘Im‘ g*?&a’/\ EA—J_/\
FRNA=Z1TH D»HERY
40,303,000 L(= T = A %F:
43,608,000/ JT) 7B R & HA E F
SFEE KRR RS ﬂﬂi’éﬁi@
—F1BEE - BRIERITAFFICH
8] #715,000,000/% T (= = :£¢ :
15000000x’§7ﬁ)ﬁ’]f@i§f§7\ B 7%
T2 B B B B o R 1T B AR R E R
ﬁﬁ?ﬁﬁﬂrm?%ﬁﬁﬂ%ﬁ%
7Ju1 3% E3%MEF KL RIEF
BIRITRIERBEM3%NENERT B
_7_£¢ ERIBITRERFNE
MEBRITRERE N .3%E3%H
FRRFTE  EBBRITRERE
3% M EFEEFTB) - RITBEL S
REBRITRIZERBA%TE - BAR
BEREEGER REEBRESES
WA MK 225 — ERAHEE
BRERKEERERZEHER 2 E
;Axgﬁﬂﬁﬁﬁﬁ/\_v_/\iﬁ—v
—HEFEANA=tHYEARHERE -
RITEFIRFHFEZHE - Iﬁmﬁ
@@Eani@iumiﬁjTHE

R-ZE-XFENA=1H BITEXK
LA (i) BR T 4218 #47160,000,00078 T 2 1%
B (DVRBEBEMNES WA EE
21 RiVARAA—RESZS 2 BALE
RIEHAE -

EEEFGRMEM - RE T F R E
15%n-|—5 ! //\EA QEW{E}& \EP
*%%?E M%ﬁﬁi#ﬁ %8B WA
R—FAEER

E’Wﬁlﬁiﬁﬁﬁi
T _-FEF: 5.69%)

‘&1

R F R BA57% (=
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e BRI

For the year ended 30 June 2026 #HE-T-A"FA=+THIFE

33. DEFERRED TAX 33. IREHIE
The following are the major deferred tax assets recognised LTARERRRANEEREHIESE
by the Group. E e
Property,
plant and
Inventories equipment Total
ME -BER
#E Bidi] st
HK$'000 HK$'000 HK$'000
FHTT FAT FAT
At 1 July 2024, 30 June 2025 RZ-ZZ-_MF+H—AH-
and 1 July 2025 ZE_RAFERA=T
BM-_ZFE-_HF+A
J— El R J— _
Acquisition of a subsidiary Uk B — BT B A &)
(note 37) (Bt&E37) 127 80 207
Credited to profit or loss for — FRRIBE T A
the year (note 12) (Htat12) (127) (6) (133)
At 30 June 2026 R-ZTZRF
NA=+H = 74 74
The following are the major deferred tax liabilities LTAREEBEANEZRELEHIEE
recognised by the Group. i
Fair value Fair value
adjustment adjustment
on on
investment biological Operating
properties assets rights Total
BREMEZ EYEEZ _
ARERAE ARERHE gEE st
HK$'000 HK$'000 HK$'000 HK$'000
FAET FET FET FEXT
At 1 July 2024 RZZEZPF
tHA—H — 47,741 16,276 64,017
Credited to profit or loss for F R B @t A
the year (note 12) (Hfat12) — (1,343) (1,135) (2,478)
Exchange differences [E & =% — 874 288 1,162
At 30 June 2025 and RZT_ARF
1 July 2025 ANA=TAK
—T_RF
+tHA—H = 47,272 15,429 62,701
Charged/(credited) to profit or F R 18z HBR,~
loss for the year (note 12) (Gt (BfaE12) 1,730 (2,162) (1,174) (1,606)
Exchange differences fEH =58 = 2,486 796 3,282
At 30 June 2026 RZTBZRF
NAZ=TH 1,730 47,596 15,051 64,377
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For the year ended 30 June 2026 HZ_-ZT =X &F

mE BRI E

A=1tBILtFE

DEFERRED TAX (CONTINUED) 33. IBEHIE (&)
At the end of the reporting period, the Group has unused RMmEHR NEBEREAHIEGE
tax losses of approximately HK$82,349,000 (2025: #982,349,0000 (= T — H &
HK$79,724,000) available for offset against future profits. No 79,724,0007% Jr) A f ¥ §5 K K &
deferred tax asset has been recognised in respect of the R o ph 3 MK T8 o 45 25 18 B B2 o A%
unused tax losses due to the unpredictability of future profit AR - O SR B TR IR & 1R HE AR
streams of the respective group entities. Included in BRIERIEE E - sF ARERBIAEE
unrecognised tax losses are losses of approximately 9 &5 18 492,865,000/ 7T (HHE N AR
HK$2,865,000 (equivalent to RMB2,483,000) (2025: #2,483,0000)( = T — ® &
HK$4,057,000 (equivalent to RMB3,706,000)) that will expire 4,057,000 (M F N A R &
in 5 years from the year of origination. Other tax losses may 3,706,0007T) ) #% B #E 18 F € R 5154
be carried forward indefinitely. e T o HL At 75 TH E5 18 P B MR R HA A
&3 o
SHARE CAPITAL 34. BRF
2026 2025
—EC-RE ZEZRF
HK$000 HK$ 000
F#&ET FAT
Authorised: ETE
3,000,000,000 ordinary shares of 3,000,000,0000% & % H (&
HK$0.1 each 0.1 7T Z & B 300,000 300,000
Issued and fully paid: BEEITRHR
562,869,147 ordinary shares of 562,869, 1470% & % E{EO. 1
HK$0.1 each (2025: 488,769,147 BT(ZT_RF:
ordinary shares of HK$0.1 each) 488,769,147 T iR E &
0.8 7T) 2 B@MK 56,287 48,877

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

ARARDHETRANEHHENT :

Number of
shares issued Amount
& B ok ]
HK$'000
FAET

At 1 July 2024, 30 June 2025 and RZT_WMFELH—H

1 July 2025 —E_AFARA=TH

MZ_ZE_hF+HA—H 488,769,147 48,877

Issue of shares on placement MEEEITRD (HitE)

(note (a)) 74,100,000 7,410
At 30 June 2026 RZEBE-_XNFARNA=FH 562,869,147 56,287
Note: Bt -

(a) In November 2025, the Company entered into a placing agreement (a) RZZBEZRF+— A ARaEREE
and a supplement agreement with a placing agent in respect of REH H%/m\# 74,100,0000% HXETE
the placement of total 74,100,000 ordinary shares of HK$0.1 each 0.1 /%ftﬁ’l 38 % LA 8 ARO. 468/§TEE’J
to independent investors at a price of HK$0.468 per share. The BRESTEVREEVRERH
placement was completed on 2 December 2025 and the premium &%ﬁﬁﬁ% CHMER_T EE

on the issue of shares, amounting to approximately
HK$26,649,000, net of share issue expenses of HK$620,000, was
credited to the Company’s share premium account.

TRRFEEREEFR QG

+=ZA= Elrﬁ'%ﬁ%ﬁa’m?’i%m
26,649,000 7T (AL PR EEATRR (D B A
620,000/ 7T) B st AR A IR 19 )5 (B
E\Ec
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35. STATEMENT OF FINANCIAL POSITION OF THE  35.
COMPANY AND RESERVES

182

Statement of financial position of the

FABZHBRRARRER

() FAFZMBRRR

Company
2026 2025
—EBZARE —E-AF
HK$'000 HK$'000
FHET FET
Non-current asset ERENEE
Investments in subsidiaries KRB RAE ZRE 10 18
Current assets MENEE
Prepayments, deposits and TERFRIE - e RAEAM
other receivables & IR 1,631 633
Due from subsidiaries JiE W bfY /&8 & = 5K IR 257,108 245,101
Bank and cash balances RITRIB & 239 186
258,978 245,920
Current liabilities RENAE
Other payables H b fE A 3118 7,235 16,967
Due to subsidiaries XN EENGIE S 41,788 47,608
Borrowings EES 6,170 4,470
55,193 69,045
Net current assets RBEETE 203,785 176,875
NET ASSETS BEEEE 203,795 176,893
Capital and reserves XK
Share capital [N 56,287 48,877
Reserves = 147,508 128,016
TOTAL EQUITY R 203,795 176,893
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35. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY AND RESERVES (CONTINUED)

(b) Reserves of the Company

(c)

mE BRI E

A=1tBILtFE

35. féﬁﬁZ%iﬁﬂkﬁ%&ﬁﬁ

(b) FAEIfHHE

Share-based

Share compensation Accumulated

premium reserve losses Total
B 3 i (B RR 1 BN & 1o AetisE st
HK$'000 HK$'000 HK$'000 HK$'000
FAET FETT FETT FETT

At 1 July 2024 RZTZPF
+H—H 1,218,321 9,337 (1,092,445) 135,213
Loss for the year FEEE — — (7,197) (7,197)
Share options lapsed B % &2 B8 B% 48 — (9,337) 9,337 —

At 30 June 2025 R-ZT_RF
NA=ZTH 1,218,321 — (1,090,305) 128,016

At 1 July 2025 R-ZZE-_RF
+HA—H 1,218,321 —  (1,090,305) 128,016

Placing of new shares fi¢ & 7 %

(note 34(a)) (Kt i#34(a)) 26,649 — = 26,649
Loss for the year FEERE = — (7,157) (7,157)
At 30 June 2026 RZEZX

NA=TH 1,244,970 —  (1,097,462) 147,508

Nature and purpose of reserves of the Group

()

(i)

Share premium account

Under the Companies Act (as revised) of the
Cayman Islands, the funds in the share premium
account of the Company are distributable to the
shareholders of the Company provided that
immediately following the date on which the
dividend is proposed to be distributed, the
Company will be in a position to pay off its
debts as they fall due in the ordinary course of
business.

Statutory reserve

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

TRRFEEREEFR QG

(0 FREBZUHERRAE

()

(i)

B 153 i 18 B

RIERASEHS D ADE K
&&]) AR R EE
%Zﬁ@ﬂﬁ?ﬁ%ﬂiﬂﬁ
Hx% HE Al 52 Efi[ﬁfk*
DK E B’ AR
ﬂA%%’]EEI%if“ &':P
EEIHMER-

EE R

RBEFBAEREER - NP
Bz SEERARKE
Ftt@JZﬁ%%mé:/ﬁﬁ'J(ﬁD
BIBRBEXERE &
ETHEBEREZET
RHIHBERT  IAERE
ARAFEEHEEEEZR
AHER(NE) -
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35. STATEMENT OF FINANCIAL POSITION OF THE 35. AATZMBRARRHE
COMPANY AND RESERVES (CONTINUED) (48)
(c) Nature and purpose of reserves of the Group () FAEERFEZHERAR

(Continued) (48)

(iii) Capital reserve (iii) BxAGEE
Capital reserve represents the difference between BARRBBEARREAZ
the capital injection made by the Company over B m BN E AR M
the nominal value of the registered capital of the BEARAEBEHNERE-
subsidiaries in the PRC.

(iv) Share-based compensation reserve (iv) BROBNEREE
Share-based compensation reserve represents the B e REEED RER
fair value of the actual or estimated number of DA E AR B ER
unexercised share options granted to directors NR(RWE) Rz g
and employees of the Group recognised in ETBR  MRAAEEE
accordance with the accounting policy adopted EREERL ZERHE
for equity-settled share-based payments in note ATHEB o RITTEERE
4. NAfE -

(v) Foreign currency translation reserve (v) SPERIGRGEE
Foreign currency translation reserve comprises all INE R BRERIERES
foreign exchange differences arising from the INEBTTEMEMEEZ
translation of the financial statements of foreign FrEELEZR - BHARE
operations. The reserve is dealt with in RIE M 4T & 2 S 5T IR
accordance with the accounting policies set out KRR -
in note 4.

36. SHARE-BASED PAYMENTS 36. LI B EREM R

184

Equity-settled share option scheme

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

China Environmental Resources Group Limited
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SHARE-BASED PAYMENTS (CONTINUED)
Equity-settled share option scheme (Continued)

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

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

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

The maximum entitlement for any one participant is that the
total number of shares issued and to be issued upon
exercise of the options granted to each participant under the
Share Option Scheme in any 12-month period shall not
exceed 1% of the total number of shares in issue of the
Company. Any further grant of options in excess of the 1%
limit shall be subject to shareholders’ approval in general
meeting with such participant and his or her associates
abstaining from voting. The Share Option Scheme will
remain in force for a period of 10 years from the date upon
which the option is deemed to be granted and accepted.

TRRFEEREEFR QG

36.

VAR 63 B B B ) 1 3K (48)
URESH 2RIk &8 (&)

ExgrMNRRFETMN2EERNE
Pt - RIEARE — A MDD R REN
FE IR 2 B RSB TT AR R A
BhREZRER BRESHAERE
B R AR A -

RIZBIERE - NARRDRIEE
ARUTERZERE (VREBK
RER(WEREER)EMXZMEH
HERMBARB R KTHE - (i)
EREBEREEANOELXEABI
rERRERMBALBRMKTE
B I5ME ¢ KA~ A A E{E -

AR & BB A 5t 8] AN R B ] H A
BREES TR 22 MEREE
TTEMARTZARB RN ER - &
AT GHEBNIEBREFZEZERAR
NAEIDETRMAENI0% - BIE
AREFEE2RNBEE 2HHEANTT
& EEEFBRT  BEEBETE
HRIB S R B HR10% -

RIEBRETS ER—K28EL
T+ —EAREARTES2EE
EREREMmET RS TRIT RN
BERESKE  TSHBEBADADHE
TR EBN% - EE - TR HEB
B1%RAE BRI BRBERRIK
RARGHME M2 EERERSE
ATGRUIRT - BRE SINER
WA SR RZM 2 ARER10
FHREABR -
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36. SHARE-BASED PAYMENTS (CONTINUED) 36. ARz B E TR 43K (58)
Equity-settled share option scheme (Continued) DIR#ESH ZBR#ES I (&)
Details of the movements of share options for year ended REBEE_TE-_RAFA=THILFE
30 June 2025 are as follows: BREZSH 2FHAT

Number of share options

ERENE
Exercise
price per Lapsed during
Exercise share  Balance as at the year  Balance as at
Grantees Date of grant period HK$ 1 July 2024 (Note (a)) 30 June 2025
RZBZWE RZBZERE
BRTEE tA-B2 REARE RNAZt+HZ

REA RHBH s BT 173 (B &E(b) ) 173

Executive directors 22 April 2016 22 April 2016-21 April 2026 1.032 8,485,690 (8,485,690) -

WHESR ZE-RF ZZ-RFWAZTZHE

mAZ+=H “E-REWMAZT-H

Executive directors 5 June 2018 5 June 2018-4 June 2028 1.585 1,980,000 (1,980,000) =

nTES ZE-\ERAEHE ZE-\EXARAEZZZN\ESANA

Chief executive officer 22 April 2016 22 April 2016-21 April 2026 1.032 2,828,562 (2,828,562) =

THEH —E-RF CE-RFWEAZTZHE

mMA=+=H “ECRFWNAZT-R

Chief executive officer 5 June 2018 5 June 2018-4 June 2028 1.585 560,000 (560,000) -

THEH ZE-\ERAER ZE-\EXARREZZZN\ESANA

Independent non- 5 June 2018 5 June 2018-4 June 2028 1.585 400,000 (400,000) =

executive directors

BUEHTES ZE-\ERARHE ZE-\EXARAEZZZN\ESANA

Employees 5 June 2018 5 June 2018-4 June 2028 1.585 1,640,000 (1,640,000) =

8T ZE-\ERARE - \EXARREZZZN\ERANA

15,894,252 (15,894,252) —

Weighted average
exercise price (HK$) 1.1913 N/A
neFaTEE(ET) TEH

Note: Bt -

(a) Reference is made to the Company’s announcement dated (a) ZIRMARNRBHPE_ZT_RAF_A
14 February 2025, with the respective mutual agreements TR Z QM EARFEE W RTT
between the Company and each of the outstanding grantees, the FHARRAEXREE R 25 WK
outstanding share options have been cancelled in accordance with TENERECREERES NG
the terms of the Share Option Scheme. FRELEH ©
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SHARE-BASED PAYMENTS (CONTINUED) 36. igf BERB R (E)
Equity-settled share option scheme (Continued) DIR#ESH ZBREST I (&)
The fair value of share options was calculated using the BREZAREBENER _BEHREERE
binomial pricing model. The inputs into the model are as REGE ZBEW 2B ABBEAT -
follows:
Date of grant 22 April 2016 5 June 2018
—E-RE ) EAY:
=B mA=+=H 7~AAH
Stock price I 1E HK$0.198 HK$0.315
0.198% 7T 0.315/% 7T
Strike price T8 HK$0.2064 HK$0.317
0.2064/% 7T 03173 7T
Historical volatility [ 528 @ 96.86% 47.82%
Contractual life (years) ERFEH(F) 10 10
Risk free rate A [ i ) 1.311% 2.125%
Dividend yield Mg B e = 0% 0%
Early exercise multiple RETHEEH 2.8 2.2-2.8
Exit rate per annum FRRE 22.92% 0%-27.32%
Expected volatility was determined by calculating the TEERIE IR B AR IRERBE T
historical volatility of the Company’s share price over the FreREBERBRMOGTEMERT - ZER
previous 10 years. The expected life used in the model has FTAZEFHEREBERER &E
been adjusted, based on the Group's best estimate, for the HEt AR EE  TERERTA
effects of non-transferability, exercise restrictions and REMERZZETARE-
behavioural considerations.
ACQUISITION OF A SUBSIDIARY 37. WHE—REMEBASE

Reference is made to the announcement of the Company
dated 12 December 2025. On 16 December 2025, the
Group acquired 90% of the issued share capital of PUJI|J&
HKIEBEERBRAR (WRFKIEBEER") for a cash
consideration of HK$9,938,000 (equivalent to
RMB9,000,000). Upon settlement after the acquisition date,
due to foreign exchange movements, the actual cash paid
was approximately HK$10,102,000. JRZIEHB A EJR was
engaged in metal recycle and processing business during the
period.

TRRFEEREEFR QG

BIRMARARBHRA_ZS_AF+=
At+t-—HM A T _AF+—
A+ ~B XEEBENUNR 2R
89,938,000/ T(HH &8 N A R &
9,000,0007T) WEMJINRH BB £ &
BARAR(EHIEFAEER]) 2 3%
TRAR0% - RUKEE B B2 &£ &
B ARASNERE) BRI NZES
49 /410,102,0008 7T > R IEH £ &
FEREARESCBERIR R INTER -
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37. ACQUISITION OF A SUBSIDIARY (CONTINUED) 37. WEE— BB AT (&)

The fair value of the identifiable assets and liabilities of J§ RUEE B - T IR2EIE B £ B R
BB EER acquired as at its date of acquisition is as WAIBREERBERAARENT
follows:
Net assets acquired: HK$'000
il fE & &% (E : FAT
Property, plant and equipment ME - BERZE 955
Inventories 58 7,959
Trade and other receivables JiE W B R B Bt e WS R IR 1
Bank and cash balances RITRIR B8R 367
Deferred tax assets ELERIEE E 207
Trade and other payables JE 1 AR R R E Ath FE 5 R0IE (64)
9,425

Goodwill kS 1,456
Non-controlling interest IR S (943)
Satisfied by: ATF A A2

Cash Be 9,938
Net cash outflow arising on acquisition: WHEEE RS RLDFHE -

Cash consideration paid ENReENRE (10,102)

Cash and cash equivalents acquired FrERE REFRRE 367

(9,735)

The goodwill arising on the acquisition of JR# BB 4 &R WERKIEBEERMEEZEHETD
is attributable to the anticipated profitability of the FEEAREREMSEDHEEKNE BRNTE
distribution of the recycled metals in the PRC markets and HEFEEN  AREBE T RD
the anticipated future operating synergies from the T HA R 2R & HE 1 [ W E o
combination.
JRHBFE L &R contributed approximately HK$7,796,000 to RHNEH A E RN RN B BBER
the Group’s profit for the period between the date of EHMRBEAAEEER AN
completion of acquisition and the end of the reporting 7,796,000/ JT °
period.
There are no significant changes to the Group’s revenue and M EEBEENR _E_nF+HA—H
profit for the period if the acquisition had been completed SERX » N5 (B A HA P9 M A B i N 3 A
on 1 July 2025. BEREH -
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NOTES TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS

Changes in liabilities arising from financing

activities

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

mE BRI E

A=1tBILtFE

38. ZAHERERZMF

METHELEZAEES

TRINRFARGEERERHELELZ
E It"ﬁib

Total
liabilities
from
Lease financing
Borrowings liabilities activities
RIEEHEL
B® HEEE ZBEE
HK$'000 HK$'000 HK$'000
FAT FHT FHET
At 1 July 2024 RZE-_OFLH—H 82,333 50,418 132,751
Changes in cash flows RemnE & (22,748) (2,210) (24,958)
Non-cash changes FREEF
— additions — AE — 380 380
— interest charged — BEHE 3,603 2,066 5,669
— offset with finance lease — HWIHRLE TH & W ROR
receivables — (2,155) (2,155)
— exchange differences and — [E X =X K E A
others (25) 1,025 1,000
At 30 June 2025 and RZEZRFANA=+H
1 July 2025 rF—ZE-_RAF+HA—H 63,163 49,524 112,687
Changes in cash flows BernEs (4,770) (1,806) (6,576)
Non-cash changes e )
— additions — AhE = 2,292 2,292
— interest charged — BEFE 3,165 1,943 5,108
— offset with finance lease — IHRLE T & W GRE
receivables = (2,154) (2,154)
— exchange differences and ~— EX ZF R EHM
others (7) 755 748
At 30 June 2026 RZEZ_RXFEXA=TH 61,551 50,554 112,105

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities

at 30 June 2026 and 2025.

TRRFEEREEFR QG

39. HAER

AEER_Z_R"ER_FT_AFAX
A=Z+TRAYBEFNEAXKAERE -
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40.

41.

190

COMMITMENTS

At the end of the reporting period, the Group had
contracted with a tenant for the following minimum lease
payments receivable:

40.

3

RBERR  AEEER—-FZHEFATL
MAEHNEEN TREBKEENRK:

2026 2025

—TRE —FT-hF

HK$°000 HK$'000

FER FHET

Within one year —& R 3,000 2,000
In the second to fifth years inclusive FE_EZFRF(BEER

P F) 2,000 —

5,000 2,000

The Group leases its investment properties (note 19) under
an operating lease arrangement which runs for an initial
period of 2 years (2025: 1 year), with an option to renew
the lease terms at the expiry date or at dates as mutually
agreed between the Group and the tenant.

AEBREBELKLEHERHBAEERE
W (F319) - MBI A (—F
“REF) AEERIHAIA
SERBAFPETHECAMESRMR
5

RELATED PARTY TRANSACTIONS 4. AEALERS

(a) In addition to the transactions and balances disclosed (@) BRZEHAE @ﬁﬁ#&?\%ﬁﬁﬂ‘ﬁ
elsewhere in these consolidated financial statements, DEBZRG RERIN  F
during the year, the Group entered into the following A ZK;‘%..Ji LATEKF@

material related party transactions. ALTRS e

2026 2025
—EBRE —E-hEF
HK$'000 HK$ 000
TER FET
Sales to a related company m—EEEARIEE
(note 1) (Hrzt1) 103 106
Purchase from a related company B —HBEEARIBE
(notes 1 and 2) (Krat1X2) — 234

Notes: Bat -

1. Goods were sold to and purchased from a company whose 1. mM—ERREERE —MEAF
director is the spouse of a director of the Company's BEER ZRAREEFARALAR
subsidiary. AMEB AR —REEZEM-

2. The corresponding amount is presented as trade payables. 2. HEREDEVAERNER

(b) Key management personnel remuneration

Remuneration for key management personnel of the
Group, including amounts paid to the Company’s
directors and all the highest paid employees, is
disclosed in note 14.
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PARTICULARS OF THE PRINCIPAL SUBSIDIARIES 42. X AT EEMBATHIE
OF THE COMPANY

The amounts due from/to subsidiaries are unsecured, JE UL AN Y B8 Y A
interest-free and have no fixed terms of repayment. - = 5

Particulars of the Company’s principal subsidiaries as at RZEZRFAA=TH ARQ7A=x
30 June 2026 are as follows: EMBRARZHBET
Place of incorporation/ Issued and
registration and paid-up Percentage of  Principal
Name operation capital ownership interest activities
AWML HRREE EBRTLAR
Z% HE BEx  BEEESHE  IEEH
Direct Indirect
E# fel
Grand Diamond Investment Limited Hong Kong HK$1  100% — Provision of money lending services
BRREABRAF EE BT RUEERY
International Richway Limited Hong Kong HK$10,000  100% — Securities trading and investments, and
IT business
HRERERRA EE 10,0007 7T EHERERKRE UREARRER
Prima Choice Limited The British Virgin Islands Us$1 100% — Investment holding
RERTES (E REER
Harvest Top Development Limited Hong Kong HK$10,000 — 100%  Property investment
HAEEERLNA EE 10,0007 7T nmERE
BAC HK Limited Hong Kong HK$10,000 - 90% Trading of motor vehicles and related
accessories
BB 10,0007 7T BEERERBEEN
Power Asia Motorsport Company Hong Kong HK$10,000 — 90% Trading of motorcycles and related
Limited accessories
B 10,0007 7T EREESNABEN
BT EMEBB R (Note 1) the PRC HK$600,000 — 100% Plantation related business
(Hriz1) h 600,000 7 BERAEES
B ARHEHEBR AR (Note 1) the PRC HK$77,000,000 — 80%  Property investment
(Hriz1) h 77,000,0007% 7T NERE
CER Ho Wun Motors Limited Hong Kong HK$100 — 51% Trading of motor vehicle accessories
and investment holding
HFEFEERAA EE 100/ 7T BEERERGAREAR
HEEERYNEREMEAA the PRC — — 51% Trading of motor vehicle accessories
(Note 1)
(tétn) HE - BEEAERMY
Art Profit Corporation Limited Hong Kong HK$1 — 100% Provision of finance lease services
ERERLA Bk AT RUBEEERY
m)IIRFEIEBEERERAA the PRC RMB15,000,000 — 90% Metal recycle and processing business
HE AR% SEREKEMI%S
15,000,0007C
Note 1: Wholly-owned foreign enterprise established in the PRC. Watr . RHBRZZZEBINMEEE -
APPROVAL OF CONSOLIDATED FINANCIAL 43. WESESHUBERER
STATEMENTS
The consolidated financial statements were approved and HAMBHRER-_ZE_FALA=T
authorised for issue by the Board of Directors on BEEE =gt I BT -

30 September 2026.
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Five-Year Financial Summary

EFEBEHRE

A summary of the results and of the assets and liabilities of the ANEEBEFRA AT HRFENEEREEN
Group for the last five financial years, as extracted from the BEZHMEHR T REHHEHAED T
published audited financial statements and reclassified as o &E&ERBERR TRBEEBRLTE
appropriate, is set out below. Ciileal -l
RESULTS For the year ended 30 June
E BEAA=ZTHLEE
2026 2025 2024 2023 2022
ZBCRE ZT-RF ZE-NF ZTZ=F ZTZ=F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
THET FHET FHET FET FET
Revenue U 25 147,919 60,749 82,817 84,414 93,188
Loss before tax BRI 1B (6,833) (45,281) (82,678) (40,134) (13,222)
Income tax credit/(expense) FT 8 F # %,/ (5 ) 81 2,341 10,594 4,934 (1,606)
Loss for the year FEBIE (6,752) (42,940) (72,084) (35,200) (14,828)
Other comprehensive Hip2m ks
income/(loss) (&B1#8) 15,033 4,503 (1,180) (24,949) (8,404)
Total comprehensive FE2EKE/
income/(loss) for the (B8 @5
year 8,281 (38,437) (73,264) (60,149) (23,232)
Total comprehensive LI T ALTREIEEE
income/(loss) for the 22Uz~
year attributable to: (B518) 4848 :
Owners of the Company AR GEIHEHE A 3,826 (35,901) (68,824) (59,312) (24,899)
Non-controlling interests  3F 2 B& # 25 4,455 (2,536) (4,440) (837) 1,667
8,281 (38,437) (73,264) (60,149) (23,232)
ASSETS AND LIABILITIES As at 30 June
EERAEE “AB=+H
2026 2025 2024 2023 2022
—BRE —E-oRF —E-_NNE —E-_=%F —T-_Z
HK$’000 HK$'000 HK$"000 HK$'000 HK$'000
TFHET FHET FHET FET FET
Non-current assets FERBEE 540,572 518,481 541,554 556,785 673,988
Current assets mENEE 111,877 89,251 119,844 161,907 106,520
Current liabilities mENA R (114,978)  (117,990)  (130,767)  (118,890)  (108,942)
Non-current liabilities FERBEE (113,026)  (109,157)  (111,609)  (123,482)  (135,097)
Net assets BEZFHE 424,445 380,585 419,022 476,320 536,469
Attributable to: LT ALTRE:
Owners of the Company AR RI#HA A 411,928 374,043 409,944 462,980 524,196
Non-controlling interests  FE4% A% # 2% 12,517 6,542 9,078 13,340 12,273
Total equity R 424,445 380,585 419,022 476,320 536,469
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