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BENMKREBERRLQF

CHAMPIONTECHNOLOGY HOLDINGS LIMITED

INDEPENDENT AUDITOR’S REPORT

TO THE DIRECTORS OF CHAMPION
TECHNOLOGY HOLDINGS LIMITED
(CONTINUED IN BERMUDA WITH LIMITED
LIABILITY)

OPINION

We have audited the condensed consolidated statement
of assets and liabilities of Champion Technology Holdings
Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) as at 31 December 2017 set
out on pages 5 to 30.

In our opinion, the accompanying condensed
consolidated statement of assets and liabilities presents
fairly, in all material respects, the financial position of
assets and liabilities of the Group as at 31 December
2017 in accordance with the basis of preparation
described in note 1 to the condensed consolidated
statement of assets and liabilities. The condensed
consolidated statement of assets and liabilities is
solely prepared for the purpose described in note 1 to
the condensed consolidated statement of assets and
liabilities.

BASIS FOR OPINION

We conducted our audit in accordance with Hong
Kong Standards on Auditing (“HKSAs"”) issued by the
Hong Kong Institute of Certified Public Accountants
(the "HKICPA"). Our responsibilities under those
standards are further described in the AUDITOR'S
RESPONSIBILITIES FOR THE AUDIT OF THE
CONDENSED CONSOLIDATED STATEMENT OF
ASSETS AND LIABILITIES section of our report. We
are independent of the Group in accordance with the
HKICPA's Code of Ethics for Professional Accountants
(“the Code"), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
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BENMKEBERSRLQF

CHAMPION TECHNOLOGY HOLDINGS LIMITED

RESPONSIBILITIES OF MANAGEMENT AND
THOSE CHARGED WITH GOVERNANCE FOR THE
CONDENSED CONSOLIDATED STATEMENT OF
ASSETS AND LIABILITIES

Management is responsible for the preparation and fair
presentation of the condensed consolidated statement
of assets and liabilities in accordance with the basis
of preparation described in note 1 to the condensed
consolidated statement of assets and liabilities, and
for such internal control as management determines is
necessary to enable the preparation of the condensed
consolidated statement of assets and liabilities is free
from material misstatement, whether due to fraud or
error.

In preparing the condensed consolidated statement of
assets and liabilities, the directors of the Company are
responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters
relating to going concern and using the going concern
basis of accounting unless the directors of the Company
either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

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

CHAMPIONTECHNOLOGY HOLDINGS LIMITED

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONDENSED CONSOLIDATED STATEMENT OF
ASSETS AND LIABILITIES

Our objectives are to obtain reasonable assurance
about whether the condensed consolidated statement
of assets and liabilities as a whole is free from material
misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you
in accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
content 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 this condensed consolidated
statement of assets and liabilities.

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

° Identify and assess the risks of material
misstatement of the condensed consolidated
statement of assets and liabilities, whether due to
fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal
control.

° Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

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

CHAMPION TECHNOLOGY HOLDINGS LIMITED

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONDENSED CONSOLIDATED STATEMENT OF
ASSETS AND LIABILITIES (continued)

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

° Evaluate the overall presentation, structure and
content of the condensed consolidated statement
of assets and liabilities, including the disclosures,
and whether the condensed consolidated statement
of assets and liabilities represents the underlying
transactions and events in a manner that achieves
fair presentation.

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

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

Moore Stephens CPA Limited
Certified Public Accountants

Cheung Sai Kit
Practising Certificate Number: P05544

Hong Kong, 30 April 2018
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BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

CONDENSED CONSOLIDATED HRGREEERER
STATEMENT OF ASSETS AND LIABILITIES
As at 31 December 2017 Ro-E—fFEF+=-H=4+—H
As at
31 December
2017
R=ZF—+tF
+=A
=+—8
Notes HK$'000
k23 FET
(Audited)
(BERZ)
Non-current assets RBEE
Property, plant and equipment M - BEMERE 2 34,175
Investment properties B 3 150,124
Development costs for systems and RE R s B AR
networks —
Interest in a joint venture R—EEELEZER 458
Available-for-sale investments AHHERE 4 -
Finance lease receivable Fﬂﬁlﬁﬂéfﬂg?ﬂ 5 48,083
232,840
Current assets REBEE
Inventories FE 6 35,746
Finance lease receivable FEY B & TH & IR 5 4,569
Trade and other receivables TH&””%&EWZEE 7 43,139
Financial assets at fair value through BATFEETABRZ
profit or loss TREE 8 119,838
Cash and cash equivalents iﬁ%&ﬁ@%%ﬁ 143,615
346,907
Current liabilities B A E
Trade and other payables FERE 5 R E M BR X 9 75,947
Warranty provision RERE 1,178
Customers’ deposits XRES 3,483
Amounts due to directors R EERIA 10 3,680
Interest bearing bank and other FFERITREMEE —
borrowings — amount due R—F A E|H
within one year 11 21,730
Promissory note payable FE T #H E AR 12 700




BENMKEBERSRLQF

CHAMPION TECHNOLOGY HOLDINGS LIMITED

CONDENSED CONSOLIDATED

HEGEEEEER®)

STATEMENT OF ASSETS AND LIABILITIES

(continued)

As at 31 December 2017

RZF—+FF+ZA=+—H

As at

31 December

2017

R-ZE—tF

+=A

=t+—H

Notes HK$’000

k23 FET

(Audited)

(EEZ)

Net currentassets ~~~~~~~ *BEE¥E 0000000000 240,189

Total assets less current liabilites ~~ #E&@R#®HE& 473,029

Non-current liabilities ERBEE
Interest bearing bank and other FPESRITREMEE —
borrowings — amount due after one A — 1% 51| Hf

year 11 305,000

Promissory note payable R A R 12 51,981

Retirement benefit obligations RRAE T EHE 59,831

Deferred tax liabilities REFHIBAEE 13 10,108

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 426,920

Net assets EEFE 46,109

The condensed consolidated statement of assets and S$5E30B A GEAEERBBERZE N =

liabilities on pages 5 to 30 was approved and authorised Z— N\FMA=+HEE=SH &ELFETN

for issue by the board of directors on 30 April 2018 and

signed on its behalf by:

WONG MAN WINNY
B
Chairman
=

The notes on pages 7 to 30 form part of the condensed
consolidated statement of assets and liabilities.

T WHTIEEREREE

LIU KA LIM
BEE
Director

EZE

ETENEZHERREREAEERMEE
2 -



BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES

As at 31 December 2017

ERGEEERERMEE

RZF—+FF+ZA=+—H

BASIS OF PREPARATION

The condensed consolidated statement of assets and
liabilities of the Group, being Champion Technology
Holdings Limited (the “Company”) and its subsidiaries,
as of 31 December 2017 has been prepared by
management of the Group solely for the purpose
of assisting the Board of Directors in reviewing and
analysing the financial position of the Group as of 31
December 2017.

The Group's condensed consolidated statement of
assets and liabilities as of 31 December 2017 is
a single statement which comprises a condensed
consolidated statement of assets and liabilities of the
Group as at 31 December 2017 only.

The condensed consolidated statement of assets and
liabilities of the Group as of 31 December 2017 has
been prepared using the same accounting policies in
respect of classification and measurement of assets
and liabilities adopted by the Group when it prepared
its annual financial statements for the year ended 30
June 2017 except for the change in accounting policy
described below regarding the Group's investment
properties.

The condensed consolidated statement of assets and
liabilities has been prepared on the historical cost basis
except for investment properties and financial assets
at fair value through profit or loss which have been
measured at fair value. The condensed consolidated
statement of assets and liabilities is presented in Hong
Kong dollar (“HK$"”) and all values are rounded to the
nearest thousand except when otherwise indicated.
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BENMKEBERSRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED S EEa M)
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017 R-ZE—+Ff+-HA=+—H
1. BASIS OF PREPARATION (continued) 1. RAEEE(E)
The following amendments to the Hong Kong Financial BEAVBREEL 2 TIHESEI AN ([ZFE
Reporting Standards (the “Amendments”) are effective RAIADRZE—+F—A—B® 2B 2T
for annual periods beginning on or after 1 January EHRSER
2017:
J HKAS 7 Amendments  Disclosure Initiative ° BAGHER SRR
FTHRIEET R
L . BBt £ pARERBERR
o HKAS 12 Amendment R t f Deferred Tax Asset P N . s
mendments  Recognition ? eferred Tax Assets %128 (5] EEREEE
for Unrealised Losses &
° HKFRSs Amendments  Annual Improvements to HKFRSs . BRI IERE —E—UESE
2014 - 2016 Cycle HEREETAR T NFIEE
BB EHE
AR F s
For the purposes of the preparation of the condensed WREGIHEGAEERERMNS » ULEE
consolidated statement of assets and liabilities, none SIRNEAREBMEMRAN —_E—+F+ =
of the Amendments have had a material effect on A=+—HRESEERFE AEEVERE
how the Group's financial position as at 31 December RAERBPEEEERBER N ARER 2T
2017. The Group has not applied any new standard or A ETaT 2R s 2 k8 -

interpretation that is not yet effective for the purpose
of this condensed consolidated statement of assets
and liabilities.



BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

HRGEREERERME®

R-F—F+F+—H=4+—H

BASIS OF PREPARATION (continued)

Change in accounting policy in respect of the
Group’s investment properties

As at 30 June 2017, the carrying amount of the
Group’'s property, plant and equipment, included
investment properties located in Hong Kong and
the PRC with the aggregate carrying amount of
HK$3,483,000 which the directors of the Company
considered the amount involved to be immaterial and
hence did not separately present them as investment
properties. As at 30 June 2017, the Group's property,
plant and equipment and investment properties were
accounted for using the cost model.

In preparing the condensed consolidated statement of
assets and liabilities of the Group as at 31 December
2017, the directors of the Company have determined
that the accounting policy for the investment
properties shall be changed from cost model to fair
value model as they believe that the change would
provide more relevant information. As a result, the
carrying amount of the investment properties (based
on their fair values) is material and hence investment
properties are presented separately from property,
plant and equipment. With the new accounting policy,
the Group's investment properties are measured at
fair value at the end of each reporting period with
changes in fair value being recognised in profit or loss.
The change in accounting policy has been applied
retrospectively.

As at 1 July 2017, the fair value of the investment
properties determined using market comparable
approach is based on a valuation report, issued by
Hilco Global Greater China Limited.

mEEE(E)

ERAEERENEZEHBELH

MNZZE—+EXA=10 AEBEYE -
BEREE I RAESECRAESRTEH
BRI 42163,483,000 8 T2 HEME - &
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BSENREEERA T
CHAMPIONTECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017
1. BASIS OF PREPARATION (continued)

Change in accounting policy in respect of the
Group’s investment properties (continued)

Impact on the condensed consolidated statement of
assets and liabilities as at 30 June 2017 as follows:

HRGEREERERME®

R-ZE—+Ff+-HA=+—H

1. wREEEE)

FRAEERENE ST BRREEH(E)

R-E—+FRA=THZHEREEEE

BEREEZZENT

The Group

as previously Prior year The Group
reported adjustments as restated
AEEZ BEEE KEBEZ
BEEHK e Rl
HK$'000 HK$'000 HK$'000
FET FET FET
(Audited) (Audited) (Audited)
(f&|ix) (5 %) (&%)

Property, plant and W - WERE&E
equipment 42,470 (3,483) 38,987
Investment properties "EMHE — 54,094 54,094
Other non-current assets HMIERBEE 459 — 459
Non-current assets ~ #n@&EE 42,929 so.611 93,540
Current assets REEE 4,423,433 — 4,423,433
Current liabilites ~ #®&® (293%883) = = (293,583)
Deferred tax liabilities FIEREEE — (9,573) (9,573)
Other non-current liabilities HEMIERBEE (60,727) — (60,727)
Non-current liabilities ~ #®®8% ©0,727) 8573 (70,300)
Net assets EEFE 4,112,052 41,038 4,153,090

10



NOTES TO THE CONDENSED

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

HRGEREERERME®

As at 31 December 2017 RZF—+FF+ZA=+—H
PROPERTY, PLANT AND EQUIPMENT 2. ME - BMERRE

Amount
Pt ]
HK$'000
FEL
At 1 July 2017 (Restated) RZZE—tFtA—-B(EH) 38,987
Currency realignment PE 3 7 2 1,573
Additions = 3,629
Addition by acquisition of subsidiaries (note 14) BRWENBRARANE (it 14) 752
Transfer to investment properties HEREYE (5,279)
Depreciation e (4,554)
Disposals = (12)
Elimination due to disposal of subsidiaries B B B A B 8H (921)

Carrying value at 31 December 2017 R-ZEB—tHF+ZA=+—-HZ
(Audited) IREE(RER) 34,175

During the six months ended 31 December 2017,
certain of the Group's properties included in property,
plant and equipment amounting to HK$5,279,000
were changed in use from internal use to earning
rental income. Such properties were transferred
from property, plant and equipment to investment
properties. The difference in fair value and the carrying
amounts of the properties at the date of transfer
amounted to HK$73,221,000 is recognised in property
revaluation reserve for the six months ended 31
December 2017.

As at 31 December 2017, property, plant and
equipment of the Group with the aggregate carrying
amounts of HK$11,716,000 have been pledged as
securities for the defined benefit retirement scheme of
certain subsidiaries operated in UK.

REBEE-_ZT—+tF+_A=+—HI~E
A {B185,279,0008 Tt AW - BE
MEBEzAEBETWEREEE AN
HERBERAKREASWRA - ZEWER
ME - BEMEEEHRAREYE - NE
BABATFERAZEMEFAEZZES
%173,221,000 8 TREE T —+F+=
A=+—RALNEAERAEMESHHEE -

RZE—tF+ZA=+—H A5EK
H4EA11,716,000 8L 2 WE « BEX
REBOWER - EAETHRREEEE LW
BARZ ERENRNRTEIZER -

1"
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BENMKEBERSRLQF

CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

HRGEREERERME®

R-ZE—+Ff+-HA=+—H

3. INVESTMENT PROPERTIES 3. BREME
Properties Properties
located in located in the
Hong Kong PRC Amount
BB hE Y% k-
HK$'000 HK$'000 HK$'000
FET FET FET
As at 1 July 2017 (Restated) RA-ZT—+tFtHA—H
(&=75) 14,300 39,794 54,094
Currency realignment B R — 12,045 12,045
Addition through acquisition BBEWEBHEBAGTRE
of subsidiaries (note (i) and (Bt (i) KHtiE 14)
note 14) — 174,596 174,596
Transfer from property, plant #EE¥% - BE MR E
and equipment (note 1) (HteE1) 78,500 — 78,500
Fair value gain on investment BEEEDKEZIREY
properties acquired in prior ¥ QX F{EUK
year 11,080 2,107 13,187
Fair value loss on investment AEARIE UEE 2 IR EME
properties acquired in ~EEEE
current period (note ii) (Br&ii) — (182,298) (182,298)
Carrying value at 31 R=-ZB—tE+=A
December 2017 (Audited) =+—HZKEE
(REZ) 103,880 46,244 150,124
Notes: BEE -

(i) The investment properties acquired through
acquisition of subsidiaries during the period are
recognised initially at cost. As at the date of
acquisition, the initial carrying amount of the
investment property based on its acquisition cost
amounted to HK$174,596,000 (see note 14).

REIEENE BB B QG WE
ZIEBWMETIERANEHER - 1B
WA REDEREREMKAN
SFTE YN EEME A 174,596,000
BIT(MITE14) ©



NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

3.

INVESTMENT PROPERTIES (continued)

(ii)

In the opinion of the directors of the Company,
currently there are no relevant laws and
regulations in the PRC which precisely state
the arrangements for extension of the land use
rights in the PRC after the end of the contractual
lease term. As mentioned in note 14, the Group
acquired 2 pieces of leasehold land in the PRC
with contractual lease terms expiring in 2033 and
2043 during the six months ended 31 December
2017 with a hotel property being erected on the
2 pieces of leasehold land and with a tenancy
agreement with a hotel operator expiring near
the end of the contractual lease term of one
of the leasehold land (i.e. 2033). The acquired
investment property represented interest in a
leasehold land with the remaining lease term
from the end of the lease term with the hotel
operator (i.e 2033) to 2043. Taking into account
that leasehold land in the PRC are commonly
treated as operating leases until the end of the
relevant lease term with no assumption that the
lease term can be further extended, the fair value
of the investment property acquired in the six
months ended 31 December 2017 is determined
by adjusted market comparison approach by a)
making reference to comparable sales of bare-
land with lease term of 40 years; b) adjusted for
the term factor using the valuation technique to
estimate value of bare-land with lease term of
10 years as at 2033; and c) take into account the
time value of money at discount rate of 6% from
2033 to 31 December 2017. Accordingly, a fair
value loss of HK$182,298,000 was recognised
for the six months ended 31 December 2017.
The fair value as at 31 December 2017 was
performed by an independent firm of professional
valuers, Stirling Appraisals Limited. The fair value
of other investment properties of the Group
as of 31 December 2017 have been valued by
independent firms of professional valuer, Hilco
Global Greater China Limited, by using market
comparable approach.

BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

HRGEREERERME®

R-F—F+F+—H=4+—H

3.

REWHEE)

(ii)

KABESRE - B AIH I HEAE
BEERERBRIBERENMA
EHEREBIE RS B b F A #E
2R WM FE14FT M - B
2 Z2—+F+_A=+—81
NER ANEE R E U EE MR
HELTHW(REBEE=ZE—tF+=
A=+—HIARMEA HE&HHEE
R - E=Z=ZFR TN =FF
W) ARERAMBAEAE L 2 £
OB EME - BREE B/
HMEHH#EERELEP —RBAEL
Mz aHNHEEREREDHEN =
T==F) BREBZEREWER
FERERER 2 ANEERS
(Z===F )EZ2=-_FTNH=
FrH T THER HELhiEE -
KEEPRHEELH—RWEAEE
ZHBENERERcHESR BY
THREEHEHRTE—PLER  RE
EZE—+HF+_A=+—8I~X
BERAWE CIREMELFEE
AMUTEIE)LEHE B40F
T B L EREE b)) ERA M
BERMEFHEARI0F 2 =R
TEC=FZAFEETAERED
AR Ro)EFTELXRAR-E
—=EFE-E—+F+ZA=+—
BrENSHEBEHAR TS
Lt &L E E o A It - 182,298,000
BLZATEBEREZE-_Z—+t
F+—A=+—HIAEAER-
RZZE—+tF+ZA=+—HBZ
AFEABLEEMHBEMP ERF
HERAAFMB  AEERZZT
—tFF+_A=+—HZHMEE
MEAFEECHBLEEMGEM
Hilco Global Greater China Limited
FEAMS LB ETMHE -
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BSENREEERA T
CHAMPIONTECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

HRGEREERERME®

R-ZE—+Ff+-HA=+—H

4.  AVAILABLE-FOR-SALE INVESTMENTS 4. TFHHERE

As at

31 December
2017
R-E—+tHF
+=—A=+—8
HK$’000
FET
(Audited)
(BER)

Unlisted equity securities, at cost

FEETBRAFES B AE
Impairment loss recognised BRI EEE

518,480
(518,480)

The unlisted equity investments represent investments
in unlisted securities issued by private entities
incorporated outside Hong Kong (“AFS investees”)
holding strategic investments in information technology
and telecommunications industry. They are measured
at cost less any accumulated impairment losses at
the end of reporting period because the range of
reasonable fair value estimates is so significant that
the directors of the Company are of the opinion that
their fair values cannot be measured reliably.

As at 30 June 2017, the management of the Group
believed that there are existed objective evidence that
an impairment loss had been incurred on the available-
for-sale investments (“AFS Investments”), after
taking into account the significant decline in carrying
amounts of net assets of the AFS Investees based on
the unaudited financial information of the investees
available to the management of the Group. Further,
the Group did not receive any dividend income from
the AFS Investees after the year ended 30 June 2016.
In assessing the recoverability of the AFS Investments,
the management of the Group tried to establish direct
communications with the management of the AFS
Investees to understand their latest developments and
obtain further and updated financial information of the
AFS Investees including engaging private investigators
and foreign lawyers to try locating and contacting the
AFS Investees. However, as at the date when the
consolidated financial statements of the Group for the
year ended 30 June 2017 was authorised for issue,
the management of the Group had not been able to
establish contacts with the management of the AFS

FLEMBEARE RN BB AIMEE MK
Mo FREARBRLEERSEARE MR
BZMABBMBETZHELTERKRE
(TAHEEREZERET]) - Z5RE
KR E B RIZKAER 0 RFHREEE
E BN BEATEELESEERE
R RARBEFRBRAEAFHAER L
ZEATE-

RZZE—+FA=Z+TH  BERAHAR
SEERE2E ZRRETAREECWT
BR RRABLEREZRRENEE
FEREEARRER  AEBEEEEM
B FEFEEBREEAHEERETH
HEEREDELRERBE - I A%
EREE_ZT-RERA=THILFER
W EWER A E R E 2 B E T R
BHA - REHERIMEH R E 2 A e
B AREEREEERETHEEREY
BRETEEBEREA  NERSII%
BEBRGAHEEREZERES ZE—
TEFFBER(BRZBALRERRIME
REEASHREBEIHEEREZER
B7) e A RAKRBEERE-T—LF
NAZTRLEFEZHEMBRIELT



BENMKREBERRLQF

CHAMPIONTECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

As at 31 December 2017

4.  AVAILABLE-FOR-SALE INVESTMENTS (continued)

Investments and had not been able to obtain from
the AFS Investees the necessary financial and other
information as the management was still pending for
the findings and results from the investigators and
lawyers. The management of the Group believed
that the AFS Investments should be fully impaired
for the year ended 30 June 2017. Accordingly, the
Group recognised an additional impairment loss of

HK$418,296,000 for the year ended 30 June 2017.

During the six months ended 31 December 2017,
the management continued to make its efforts to
try to establish contact with the AFS Investees.
The management has exhausted all means
practically possible, including the engagement
of lawyers and private investigators, to locate
and contact the disappeared management of the
investee companies and to try to recover part of
investment amount. The directors of the Company,
after taking into account a) the findings from the
investigators; b) the legal advice from the lawyer;
c) the various options suggested by the lawyer,
where the estimated cost to perform the actions
are significantly exceeding the benefit, and d) there
is no other alternative or possible further action that
the Company could reasonably take, the directors
of the Company concluded that the recoverable

amount of the AFS Investments is zero.

HRGEREERERME®

R-F—F+F+—H=4+—H

AHHERE(E)

By AH NEEEEEHAREHYE
EREZEBER  MAIGAHEY
EREVEREFMBEMEREMER
REAEIE BN ER RER 2 I8 R
R-AKEEREMRE JHIERE
HEREE2_T—tFNAZTHILEFESR
HRE - Bt ~AEBEEREE_T—+t
FRAZTBHIEFERREIINREESRE
418,296,000/ 7T ©

REBE-ZT—+F+_-_A=1+—HIXME
A ERECEERNHBEREITHEER
B ERETHE - ERERAZEIER
TR BEREBAEMMARERS
NER LB R RMNPIRE AR EIRE
LABENBIRER BARREEE
BaflRBRZER b)EMZEREE
Roico@fieh 2 ZEER(EELRR
TEHZEARARESRZANE) © Rd)
ARRAEEMAE BT ESE —FAITTT
B EESHAR THOEREZAK
EEBAT -
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BENMKEBERSRLQF

CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED

HRGEREERERME®

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

As at 31 December 2017

5.  FINANCE LEASE RECEIVABLE

R-ZE—+Ff+-HA=+—H

5. EWBEHRERER

Present
value of
Minimum minimum
lease lease
payments payments
REHRE REHEERE
I ZBE
As at As at
31 December 31 December
2017 2017
® i
—E—+tE —E—+tE
+=8 +=H
=+-8 =+-A
HK$'000 HK$'000
FET FET
(Audited) (Audited)
(RER) (RER)
Within one year —FR 4,705 4,569
In the second to fifth year, inclusive FERF(BEERME) 65,864 48,083
70,569 52,652
Less: Unearned finance income i REBRBERA (17,917)
Present value of minimum lease payment REEKEEFEZHE
receivables 52,652

Represented by

AT B IESIR

Current portion ENERER (D 4,569
Non-current portion JEENERER 1) 48,083
52,652

As disclosed in note 14, the Group acquired a finance

M 14 P - AEEWE R KR EE

lease receivable. The effective interest rate applicable ERE - ENE BAERAE AEF

to the finance lease is approximately 3.96% per

annum.

The tenant mentioned in note 14 had made
payments in accordance with the contractual tenancy
arrangement and had a good repayment record in prior
years. Accordingly, the management of the Group

R#73.96% °

considered that the credit risk is low and no provision
for impairment loss is considered necessary.

M4t 2 AP RENEF REHED
NRAIZBEFEREE RIFERDHE
o AEEERERAEERRRE B
BATRULE LR ERBRRE -



BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED s AEEa M)
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017 RZF—+F+—H=+—H
6. INVENTORIES 6. BE
As at
31 December
2017
R-Z—+tF
+=A=+—~H
HK$°000
FET
(Audited)
(RER)

Raw materials JR ¥ 8,150

Work in progress ER 5,001

Finished goods (note (i) and (ii)) BURK S0 (M 5F (1) % (i7)) 22,595

35,746

Notes: Wiat -

(i) Included in finished goods are cultural products, i) HERBEERBFELBREPEE
including precious stones and artifacts of BEMEEZXLERMBEZER
HK$14,625,000 which are held for trading and 58 K2 #1i1 dn ) (B (B 73 14,625,000 78
resale in the ordinary course of business. JT °

(i) As at 31 December 2017, all the cultural products (i) RNZE—+F+=-A=+—H K
of the Group were stored in a warehouse run by SE B EEMEFHRR —ME
a worldwide security solution company, which is PR LTHBEBRTELNRRE 2R
an independent third party to the Group. B EAAREEBIFE=F -
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BSENREEERA T
CHAMPIONTECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

HRGEREERERME®

R-F—F+F+—H=4+—H

INVENTORIES (continued)

For the purpose of preparing the consolidated financial
statements for the year ended 30 June 2017, the
Group had engaged cultural product/jewellery experts
to perform an inspection on the inventories of cultural
products. According to these experts, downgradings
and reclassifications were required to be made on a
number of inventory items of cultural products. The
Group therefore engaged an independent valuer, Hilco
Global Greater China Limited, to assess the current
market values of the inventories as at 30 June 2017
based on the findings of the cultural product/jewellery
experts concerning the grading and classification of the
cultural products. As a result of the assessment, the
management of the Group had determined that the net
realisable values of a number of the inventory items of
cultural products were lower than their costs and that
the shortfalls amounted to an aggregate amount of
HK$4,275,921,000. Accordingly, the Group recognised
an impairment loss of HK$4,275,921,000 for the year
ended 30 June 2017.

For the purpose of preparing the condensed
consolidated statement of assets and liabilities as at
31 December 2017, the Group had arranged another
team of cultural product and jewellery experts (the
“Current Experts”) from “China Cultural Heritage
Information and Consulting Center” (the “Consulting
Center”) being led by Ms. YANG Zhen Hua (% &
#), to perform a more detailed authentication on all
of the cultural products regarding their grading and
classification. According to the Current Experts, further
downgradings and reclassifications were required to
be made on cultural products as compared to those as
at 30 June 2017. The Consulting Center has arranged
another valuer, Jt R MBI Z{EERTHBR QA to
reassess the current market values of the inventories
as at 31 December 2017 based on their findings
concerning the grading and classification of the cultural
products. As a result of final authentication report and
evaluation report, the management of the Group had
determined that their net realisable values were below
their costs and the shortfalls resulted in impairment
loss of HK$4,220,760,000 being made for the six
months ended 31 December 2017.

The directors of the Company were of the view that,
with the detailed exercise performed by the Current
Experts, the carrying amount net of impairment
recognised so far, reflected in the condensed
consolidated statement of assets and liabilities, was
the best estimate of the recoverable amount of the
cultural products.

wE(E)

MRUEHEE T +FEA=ZTHLEE
ZIERAUMBREME AEBEEEXY
Em/ TAERAILERGFEETE
B oREBEZZERZER  BEHFEF
XA ERBEETRU NARETD
e RBEZSEXWER ETRAERKXUL
ERBEEZRUESBZER  EtASE
B 5YE S (L {E R Hilco Global Greater
China Limited iR —ZE—+F/XA=1+H
ZIFERKMELETHE BARZEBEZ
R AEBEZERERT SN XUELESR
FEBEBAZRFERREXNEK  Z8E
$£4,275,921,0008 7T - it AEEBE
REE-Z—+EA=ZTHILEE®R
4,275,921,000 8 70 2 R EEE -

MBER—_FT—+F+_A=+—HZH
RraEERRRNE  AEEETHRH
BREZITRBRE[FPEXYE BB
LB ARP LD 2R —BXWER,/
FRER(BEERDEMAEXLE R
THBA RO FEITEFMET - BRIER
BERZER  HAEHE—_ZT—+F <A
—tTHZER FTEHULERETE—
TR THAREFTDLE - BAFLELH
S—AEEMIE R B REERTEER
RAIEERRZELERZ RN DB

o EREATFER_E—tF+=A
Z+—BZBREME- - RERKEZERS
FFEHRE  ASETEEHATAIZRGF
BEERARENRAE  ZEEZFERREE_Z
—tFF+ - A=+ — BN EABHBEL
i — 2R EE18 4,220,760,000 8 7T °

RRBEERR  KREHEZETHAR
A% RERGAEERBRRBRZER
ORR © RERRIR(E 2 BR T B 3 3L 2E f AT R
B REGRE -



NOTES TO THE CONDENSED

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

As at 31 December 2017

7. TRADE AND OTHER RECEIVABLES

BENMKREBERRLQF

CHAMPIONTECHNOLOGY HOLDINGS LIMITED

HRGEREERERME®

R-ZE—+Ff+-HA=+—H

7. RRESREMER

As at

31 December
2017
R-ZE—tHF
t=A=+-~
HK$'000
FET
(Audited)
(REXR)

Trade receivables
Other receivables (note)

JEUE 5 RN 19,918
FEUR E A BR B (A 7E) 23,221

43,139

The Group has credit policy regarding its trade
customers depending on their credit worthiness,
nature of services and products, industry practice and

FEEREESGEFPETEERR - B
BEZEM RERERMEE  TTAR
HLLEHISERAMETELNTF30HE80

condition of the market with credit period ranging from HIEEH -

30 days to 180 days.

The ageing analysis of trade receivables presented
based on the invoice date at the end of the reporting

period is as follows:

EWE SEFNBEMRRIBFEZAR
FREc D257 -

As at

31 December
2017
R=B—+tHF
+=B=+—H
HK$’000
FET
(Audited)
(EER)

0 — 60 days
61 — 90 days
91 — 180 days

0—60H 16,005
61 — 90 H 2,625
91 — 180H 1,288

19,918
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BSENREEERA T
CHAMPIONTECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED S EEa M)
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017 RZF—+FF+ZA=+—H
7. TRADE AND OTHER RECEIVABLES (continued) 7. ERESREMBRR(E)

Note: Other receivables mainly represented a loan Kt EBEMEWERZREEERAE = HiIR

to third party of HK$6,031,500, rental deposits #6,031,500 8 TE X - HE &
and sundry deposits. EREEES -
The loan to third party was a one-year short- MEZATRBEZERAR-ZE
term loan advancing on 16 January 2017. The —+FE A+ BELEZ—FH
loan is unsecured and interest bearing at 10% HHER - ZERAEER &
per annum. In the opinion of the directors of FE10%ET B ARAIEER
the Company, appropriate action was taken B EEREEEEHEETEH M
by the management and the loan will be ZEFBRBMERAR12EA N4
settled within 12 months from the end of the o

reporting period.

8. FINANCIAL ASSETS AT FAIR VALUE THROUGH 8. RAFEEFAEZZEREE(RAFE
PROFIT OR LOSS (“FINANCIAL ASSETS AT FVTPL") BEFAEBEZERMEE]

31 December

2017

—E—tF

+=HA=+—H

HK$°000

FET

(Audited)

(REXR)

Listed equity investments in Hong Kong BB LETMRAKRE 119,838

The above financial assets as at 31 December 2017 tR—ZE—+E+-_A=1+—HZz%m
were classified as held for trading financial assets. BERDEABEEEZEMEE -

The fair values of the listed shares in Hong Kong as ERELEMROR - E—+F+_A=+—

at 31 December 2017 are determined based on the A2 AT EBEDEBIAR_ZE—tF
quoted market closing prices available on the Stock +—A=t+—BFRKRTEREE -

Exchange as at 31 December 2017.

As at 31 December 2017, the Group's listed financial R-E—+F+-_A=+—H KEEHE

assets at fair value through profit or loss with carrying M {8 4103,012,0008 0 2 A F(EEGT

amount of HK$103,012,000 were pledged to secure ABmz FesEEDWIRE  UER

margin facilities granted by licensed securities EEBMEBELFLATRNAEERLE 2 HER

companies in Hong Kong to the Group. & o



NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

As at 31 December 2017

9. TRADE AND OTHER PAYABLES

BENMKREBERRLQF

CHAMPIONTECHNOLOGY HOLDINGS LIMITED

HRGEREERERME®

R-ZE—+Ff+-HA=+—H

9. ENEZREMER

As at

31 December
2017
R=TB—tHF
+=A=+-8
HK$°000
FHT
(Audited)
(REXR)

Trade payables
Other payables (note)

JERE SRR 2,839
e E A BRI (AT aE) 73,108

75,947

The credit period for purchases of goods ranged from BEERZEEHNFI0HEG0H -

30 days to 60 days.

The aged analysis of trade payables presented based
on the invoice date at the end of the reporting period

is as follows:

ENE SBERNIMEARBIEEZAB 2
R 20T -

As at

31 December
2017
R-E—tHF
+=RA=+—8
HK$’000
FET
(Audited)
(RER)

0 — 60 days
61 — 180 days
Over 181 days

0—60H 2,563
61 — 180 H 274
#i®181 H 2

2,839

Note: Other payables mainly represented receipts in Hiat - EfEMERTEREZPTERE

advance from customers of HK$14,671,000,
amount due to a previous substantial
shareholder of HK$14,120,000 and other

accrued expenses.

The amount due to a previous substantial
shareholder is unsecured, non-interest bearing
and repayable on demand.

T8 14,671,000 T MER — & %
A £ 2% 18 14,120,00078 7T
AR E A ER S -

B — 2 EERR Y JOR AR
IR 2B RAREREEE -
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BENMEEBAERLQF

CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

10.

11.

AMOUNTS DUE TO DIRECTORS

The amounts due to directors of the Company are
unsecured, non-interest bearing and repayable on
demand.

As at 31 December 2017, one of the directors of
the Company owned 11% beneficiary interest in the
Company.

INTEREST BEARING BANK AND OTHER
BORROWINGS

On 12 June 2017, the Company, Mr. Cheng Yang
(the “Guarantor”) and a licensed money lender (the
“Lender”) in Hong Kong had entered into a facility
agreement which the Lender agreed to lend the
Company up to HK$305,000,000 in aggregate principal
amount and the expiry date is 12 months from the
date of the first utilisation. The Company had drawn
down a loan with principal amount of HK$203,000,000
on 5 July 2017 and HK$97,000,000 on 6 July 2017
respectively. The maturity date of the loan is 4 July
2018. The loan is secured by 640,689,792 shares of
Kantone Holdings Limited (stock listed in HKEX, stock
code: 1059) and personal guarantee by Mr. Cheng
Yang, a director and a substantial shareholder of the
Company. Mr. Cheng Yang had resigned as director
of the Company on 15 August 2017 and disposed of
1,766,860,957 shares of the Company on 17 August
2017. The facility agreement stated that the Guarantor
shall ensure that he directly and beneficially own not
less than 1,766,860,957 shares of the Company at
all times and he shall remain as the chairman of the
board of directors of the Company. No action has been
taken by the Lender and waiver from the Lender was
obtained on 28 September 2017 with retrospective
effect. Ms. Wong Man Winny, a substantial
shareholder of the Company, has provided a personal
guarantee for HK$305,000,000 to secure the borrowing
of HK$305,000,000.

On 28 September 2017, the Lender has granted the
Company an option to roll over the unpaid balance of
the loan with the principal amount of HK$305,000,000
for another 12 months from 4 July 2018. Accordingly,
the expiry date of the loan was extended to 4 July
2019.

HRGEREERERME®

RZ-E

10.

11.

—tFF-A=1—H

ENEERE

JERARREER
EREREE -

KIRTEEM - TR ER

R_E—tF+-_A=+—8 ARQRAH
A—ZEBERAARE 1% 2Bl ©
FEETRHEMES

R-ZT—+FEXA+=-H AQF &5
ETERADE—BEBHRBRERA
(TERADILBERSE  ERXAREM
ZIS A& A& 4858 5% % 305,000,000 7%
E,ﬁ»ﬁa,ﬁﬂz%é/@bﬁﬁzatmﬂl
H o RRFAID AR ZE—+tF+HARH
F—Z—tF+ANBORRASEA
203,000,000 7t 2 97,000,000/ T 2 &
K ZEFZIHBEA-_Z—N\FELAN
H o s E7A640,689, 72 KEREEA
RAR(BRMNEEERZH LM BRHK
%0 1059) IR D EHRI  WAHARRES
HRETERREBGLEERILAER - 25
HEER - ZE—+FN\AT+HERBBEETAR
REFETR _ZE—+tFNA+LBELEE
1,766,860,957 fx NN & f 15 - B &
ZIRg 5%1%}\/,\5E1%ﬁwiﬂﬁ7Fﬁﬁ&&
EwiEA TP 1,766,860,957 & A A
A& jﬁéﬁi%fﬂ%ZK@ﬁiZ%%@I}% o
E?A’/\jfﬁ%ﬂxfﬂi"éﬂ jﬁEEEA:;
—t+tFNAZFTN\HEEERALBPK
NZEE - KA sznﬁz Tzt
B 12 #1E A & 1% 305,000,000 78 7T LA K
305,000,000 8L 2B °

RZZE—+tFNA-FNB BEFA
EWZJ& AIELRERE JHEAE
305,000,000 B L2 ER KRR -
—N\FEtANAEEERIEBERA 121
A-Eilt  ERZIHBAERE=_Z—N
FHAMA -



NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

12.

PROMISSORY NOTE PAYABLE

The movement on the promissory note payable is as
follows:

BENMKREBERRLQF
CHAMPION TECHNOLOGY HOLDINGS LIMITED

HRGEREERERME®

R-ZE—+Ff+-HA=+—H

12. ERERLESE

ENAR SRR 2 ZEIMT

Amount
W
HK$'000
FEIT
(Audited)
(RER)
Issued on 19 July 2017 (note (i) R-E—+F+A+NHET
(Hi#t () 86,209
Imputed interest expenses HEF SR 6,065
Interest paid during the period REARE B TS (199)
Gain on early redemption of promissory note TR A B [ FE (- H B4R 2 e
payable (note (ii)) (W3 (i) (3,444)
Early settlement by cash ARG H#EE (35,950)
As at 31 December 2017 RZZE—tH+-A=+—H 52,681
Represented by AT %&£ I8 517
Current portion BNEREE 5 700
Non-current portion FEBNEREL 7 51,981
52,681
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BSENREEERA T
CHAMPIONTECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

HRGEREERERME®

R-F—F+F+—H=4+—H

12. PROMISSORY NOTE PAYABLE (continued) 12. BEARZEEGE)

Notes: Wit

(i)

(ii)

On 19 July 2017, the Company issued promissory
note with principal amount of HK$120,000,000
in connection with the acquisition of subsidiaries
(note 14). The promissory note carries interest
at 1% per annum based on the principal amount
then outstanding on a daily basis which shall be
due and payable on the anniversary date of the
issue date of the promissory note. The maturity
date of the promissory note is 19 December
2019 or such other date as the Company and the
holder(s) of the promissory note may agree in
writing. Neither the Company nor the holder(s) of
the promissory note may assign any of its rights
and obligations without the prior written consent
of the other party. The Company may repay all
or part of the principal together with interest
accrued thereon at any time prior to the maturity
date by giving 7 days' prior written notice to the
holder(s) of the promissory note.

On 12 December 2017, the Company early
settled part of the promissory note with the
principal amount of HK$50,000,000 by cash
of HK$35,950,000 after further negotiations
between the Company and the Vendor after
the acquisition. The amortised cost of the
said promissory note was approximately
HK$39,394,000 at the date of settlement. As
such, gain on early redemption of promissory
notes of approximately HK$3,444,000 was
recognised during the six months ended 31
December 2017.

(i)

(ii)

RZTE—tFLATNLA AR
AR ENEARBITASHE
120,000,000 7 7T 2 # H 5 35 (K1 5%
14) o A H ZRBZERHREER
CRBFENR1%FAE  LER
EEERBTEZ AT AN
NERM - ZAEBZIBHAA=ZT
—NF+ZA+NBsARRA] &
HEBREANEKEAHRECEH
HEtmBE - ARG REARLEREFS
AP BERES —H2RAIEZEE
AETHEZEFMENREEME - K
NEIAEAAA R BEREEAELT
KBRS B A B H B AT AT
MENE2HKFBrANecBREER
FIE o

LARNEHE R RERETE—
STHERE N_E—+F+=A
+ =8 A2 LAR%E 35,950,000
7 7T 12 B 4 19 2~ € %850,000,000
BB DR H ER e FuliE A
EERECZEBHEKARENBEHAY
39,394,000 7 - At + 2 AT EE
AL EIR 2 W %) 3,444,000 8 T E
NEBEE-_ZT—+H&+=-A=+—8
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NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

13.

DEFERRED TAX LIABILITIES

For the purposes of measuring deferred tax liabilities
arising from investment properties that are measured
using the fair value model, the Group has reviewed its
investment property portfolios and concluded:

In respect of the Group's investment properties located
in Hong Kong, the management has determined that
these properties are not held within a business model
whose objective is to consume substantially all of
the economic benefits embodied in the investment
property over time and consequently the presumption
in the amended HKAS 12 is not rebutted for these
properties. As a result, the Group has not recognised
deferred tax on changes in fair value of the investment
properties as the Group is not subject to any income
taxes on the fair value changes of the investment
properties on disposal.

In respect of the Group’'s investment properties
located in the PRC, the management has determined
that these properties are held within a business
model whose objective is to consume substantially
all of the economic benefits embodied in the
investment property over time and consequently the
presumption in the amended HKAS 12 is rebutted for
these properties. As a result, the Group continues to
measure the deferred tax relating to these properties
using the tax rate that would apply as a result of
recovering their value through use.
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CHAMPION TECHNOLOGY HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

14.

ACQUISITION OF ASSETS AND LIABILITIES
THROUGH ACQUISITION OF SUBSIDIARIES

On 19 July 2017, the Group entered into a sale and
purchase agreement with Wealth Track Asia Limited
(the “Vendor”), Yeung Chi Hang (the “Vendor's
Guarantor”) and Golden Field Property Limited
("Golden Field” or the “Target Company"”) to acquire
51% equity interest of Golden Field from the Vendor
at consideration of HK$150,000,000, which was
satisfied by a cash payment of HK$30,000,000 and the
issue of the promissory note with principal amount
of HK$120,000,000 by the Company to the Vendor.
The fair value of the consideration was amounted to
HK$116,209,000 as at the date of acquisition.

Golden Field is an investment holding company
incorporated in Hong Kong on 12 March 1992 with
limited liability which was 51% owned by the Vendor
and 49% owned by three independent third parties
to the Group immediately prior to completion of the
abovementioned acquisition. Golden Field has 95%
equity interest in Dongguan Golden Field Yijing Hotel
Limited, a company incorporated in People’s Republic
of China (the “PRC subsidiary”). The acquisition was
completed on 19 July 2017 and Golden Field and the
PRC subsidiary became indirect non-wholly owned
subsidiaries of the Company after the acquisition.

The PRC subsidiary is a sino-foreign equity joint
venture established in the PRC on 1 July 2000 and
owns 2 pieces of leasehold land in the PRC of which
the two land use rights will legally expire in 2033 and
2043 respectively. A hotel property was built on these
2 pieces of leasehold land.
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NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

14.

ACQUISITION OF ASSETS AND LIABILITIES
THROUGH ACQUISITION OF SUBSIDIARIES
(continued)

Before the acquisition, the abovementioned hotel
properties was rented to an independent third party
tenant for a period from 11 March 2003 to 10 March
2033. The tenant could use the name of the PRC
subsidiary as trade name for their business operation.
Pursuant to the relevant agreement between Golden
Field and the tenant, the tenant has the right to
pledge the properties to secure its borrowings by
entering into supplementary agreement with the Group
and no liability should be incurred under the name
of the PRC subsidiary upon the expiry of the sub-
contracting arrangement. As at 31 December 2017,
no such supplementary agreement has been entered
into by the Group and the tenant and no such liability
was noted. Under the tenancy arrangement, the PRC
subsidiary is only entitled to receive a fixed amount of
RMB3,900,000 per year.

As the lease period in the abovementioned tenancy
agreement is almost equal to the contractual life of
one of the abovementioned land use rights and the
hotel property is erected on the 2 leasehold lands,
the key assets acquired represented a) finance lease
receivable arising from the abovementioned tenancy
arrangements with the tenant and b) an investment
property representing interest in a leasehold land with
the remaining contractual life from the end of expiry of
the lease term with the tenant to 2043. The acquisition
is treated as an acquisition of assets as the directors
of the Company are of the opinion that the key assets
acquired do not constitute a business combination.
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NOTES TO THE CONDENSED

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

As at 31 December 2017

14.

ACQUISITION OF ASSETS AND LIABILITIES
THROUGH ACQUISITION OF SUBSIDIARIES

(continued)

HRGEREERERME®

RZF—+FF+ZA=+—H
14. ERWEHRBARAKBEERERE(E)
Allocation of

fair value of
consideration

RERAES &R
HK$'000
FEL
Recognised amounts of identifiable assets EWBTRINEEREEZ
acquired and liabilities ERERLE
Trade receivable EWRE SRR 216
Cash and cash equivalents BehkReSHE 254
Property, plant and equipment (note 2) Y WS REREAE2) 752
Investment properties (note 3) WEMENZE3) 174,596
Finance lease receivable FEU B & T & IR 54,025
Accruals and other payables FERTE A R FET AR R (776)
Amount due to a director of Golden Field JEft—2F e EEHE (1,206)
Total identifiable net assets Al AR E E A 227,861
Non-controlling interests FEIE R = (111,652)
Net identifiable net assets A& Bl & A 116,209
Fair value of the consideration REQXATE
At 19 July 2017 RZZE—+tFLA+1nH
Total cash consideration transferred DEZEEReNRE 30,000
Promissory note issued (note 12) BEITHE SRR (M 12) 86,209
116,209
Net cash outflow arising on acquisition WREBEEECZFRSARE
Total cash consideration transferred BEE2ARSNE 30,000
Acquisition of cash and cash equivalents WERe RIREEE (254)
29,746




NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017

15.

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

Fair value hierarchy

The following table presents the fair value of the
Group's financial instruments measured as at 31
December 2017 on a recurring basis, categorised into
the three-level fair value hierarchy as defined in HKFRS
13, Fair value measurement. The level into which a fair
value measurement is classified is determined with
reference to the observability and significance of the
inputs used in the valuation technique as follows:

Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the
measurement date such as listed stocks, bonds, funds
or any assets that have a regular “mark to market”
mechanism for setting a fair market value.

Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs. Level
2 assets are financial assets that do not have regular
market pricing, but whose fair value can be determined
based on other data values or market prices. For
example, valuers adopt valuation model for assessing
the market value of the properties, such as comparing
with similar assets surrounding the properties, hence,
the fair values are quoted prices for similar assets and
not for identical assets.

Level 3 valuations: Fair value measured using
significant unobservable inputs.
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NOTES TO THE CONDENSED S EEa M)
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES (continued)

As at 31 December 2017 R-ZE—+Ff+-HA=+—H
15. FAIR VALUE MEASUREMENT OF FINANCIAL 15. @@MIBEZAFEEFTEE)

INSTRUMENTS (continued)

Assets measured at fair value RAFEEFEZEE
Fair value Level 1 Level 3
NYEE E—BR E=ER
HK$°000 HK$’000 HK$°000
FET FET FET
(Audited) (Audited) (Audited)
(&%) (BER) (BER%)
As at 31 December 2017 R-E—tF+=-A=+—-H
Assets EE
Investment properties REME 150,124 - 150,124
Financial assets at FVTPL BATEEF A BRI EREE
— listed equity securities — ETBRAES 119,838 119,838 -
16. EVENTS AFTER THE REPORTING DATE 16. WMERHEREBERE
On 3 January 2018, 75,980,000 placing shares were R-ZZE—-N\F—HA=H ' &%75,980,000
allotted to not fewer than six placees at the placing & BE & RX (D LA R & (B & AR B & A% {9 0.860
price of HK$0.860 per placing share. The net proceeds BILEREFRDRNEBERA - FTERIE
were approximately HK$63.6 million for general SHE4) 463,600,000/ 7T © ARAER—
working capital of the Group and for development REEES NERAEBEIBAE L AKIEE
of the existing and future projects of the Group and MO 1R BRERS ©

reduction of short-term debts.



