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About Champion Technology
(stock code: 92)

Champion Technology Holdings Limited (the
“Company”) (www.championtechnology.com) together
with its subsidiaries (the “Group”) is a global technology
group offering innovative solutions in communications
software, wireless telephony, messaging, personal security,
telematics and e-commerce. The Group’s solutions
are dedicated to bettering and enriching the lives and
lifestyles of people, promoting health consciousness,
accident prevention and life safety, as well as probity and
responsibility in the conduct of the online industry.

Throughout the years, the Group has focused on industries
supported by government policies. In line with China’s
national policy to promote its culture industry, the Group
has expanded business in culture-related technologies and
related services, aiming at providing customised solutions
for the trading and promotion of art, antiques, cultural
products and collectibles for the consumer market.

Within the Group, there are two Hong Kong listed
companies, namely the Company and Kantone Holdings
Limited whose shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited. The Group also
includes a subsidiary in the UK previously listed on the
London Stock Exchange.
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FINANCIAL HIGHLIGHTS
M B RE

Results (for the year ended 30 June)

XB(BEAAZTHLEE)

2016
—BE-AF
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TRT
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FhET

2014
e S itke
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THT

2013
—E-=F
HK$'000
FHT
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HK$'000
FHT

- Revenue — Uz 4,979,715 5,610,013 6,159,471 4,452,636 3,410,999
— Adjusted profit* — SRR (R ) 1,602,795 262,360 481,770 279,639 202,053
— Adjusted EBITDA* —REAFE - BE - HER 2,910,925 1,620,989 2,054,404 1,844,792 1,468,486
By BRI ()
— EBITDA — K AFE BB HER 1,269,430 1,371,932 1,577,934 1,660,336 1,364,312
B2 AR
— Attributable (loss)/profit —fEfh(E18) %7 (28,590) 7,382 2,228 60,010 62,478
- Dividends BB = - 12,564 18,570 24,261
— (Loss)/earnings per share -SR(BE) /B (0.45) 0.12 0.04 0.98 1.04
(in HK cents) CEM)
Financial Position (as at 30 June) BERR(RRA=TR)
— Cash and cash equivalents -HeRIReE5E 131,426 235,451 78,319 330,804 280,101
— Total assets ~EELE 9,254,697 9,414,187 9,357,058 9,409,381 9,327,509
- Equity —En 7,713,099 7,735,725 7,476,109 7,480,027 7,417,617
Financial Ratios (as at 30 June) BHEER(RAA=1A)
— Current assets/Current liabilities —REEE/GBHER 31.58 13.62 17.93 9.52 5.95
~ Assets/Equity —&E/ 1.20 1.22 1.25 1.26 1.26
~ Sales/Assets —BEEEE 0.54 0.60 0.66 0.47 0.37
— Gearing ratio — B 0.03 0.03 0.03 0.03 0.03
* Excluding impairment * REFARE
+ Excluding overdrafts + TREES
Ten-Year Summary (2007-2016) +F#E(2007-2016)
Adjusted EBITDA
REPAFIE - BIE « 78 R 2 BF) (A%
mmm EBITDA 2,911
REPAFIE - BiE - T8 R 2 BF
Attributable (loss)/profit
FEAE (518 /%7
2,054
1,845
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CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the board of directors of the Company, | present the Group’s results for the year ended 30
June 2016.

During the year under review, the global economic and political environment remained challenging, with
the closing of our financial year marked by the UK’s decision to leave the European Union, further adding
uncertainties to the markets.

In the markets in which we operate, tight controls continued to be exercised in both public and private
sector spending. To address market challenges and strengthen our foundation, the Group embarked on
exploring several strategic options of business realignment plans with the aim of improving the overall
return.

FINANCIAL RESULTS

For the year ended 30 June 2016, the Group’s financial performance is summarised below:

° Revenue was HK$4,980 million (2015: HK$5,610 million)

e Loss for the year was HK$39 million (2015: profit of HK$13 million)

o Impairment charge was HK$1,641 million (2015: HK$249 million)

° Adjusted EBITDA (excluding impairment) was HK$2,911 million (2015: HK$1,621 million)

e Loss attributable to owners of the Company was HK$29 million (2015: profit of HK$7 million)
° Loss per share was HKO0.45 cents (2015: earnings per share of HK0.12 cents)

The Group’s full-year results reflected the challenges we faced, which included the weak recovery of the
markets in which we operate, impairment charges for the development costs of a number of technology
projects affected by the uncertain economic environment, and weak currencies in the European countries.
The relative strength of the US dollar, which is tied to our reporting currency in HK dollar, led to unfavourable
translation impact for our non-US dollar denominated transactions.

Notwithstanding the slower momentum, we maintain a positive financial position with net cash, and have
remained vigilant in controlling expenses.

FINAL DIVIDEND

As a precaution against further economic and financial turbulence, and to strengthen our liquidity position
ahead of continuing market uncertainties, the board of directors does not recommend the payment of any
final dividend for the year ended 30 June 2016 (2015: nil).
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In light of continuing global uncertainties and the unclear prospects of China’s economy, we remain
cautious in our approach in the coming year. We will deploy resources to build on our competitive
strengths, and continue our prudent approach in investing in complementary businesses that show good
growth prospects, and pursue sectors which are supported by government policies, including healthcare,
innovation and technology, cyber security, cultural and creative industries, smart living and information-
based services for the community and consumers.

In particular, we have in recent years expanded our culture-related businesses, building on our long-
standing experience in sponsoring and supporting various national and international cultural events in Hong
Kong and overseas. Leveraging on such strong cultural business background, and in line with China’s
national policy to support culture industry, the Group will make further investment in our culture-related
business, including but not limited to the development of an online marketplace for art collectibles and
culture-related activities as well as engaging in cross border e-commerce. We aim to focus on selecting
exquisite and rare artworks which have great appreciation potential. In line with that strategy, we will
adjust our inventory to capture the appreciation potential. The directors believe that such expansion may
take advantage of the market’s growing interest in cultural products as a result of China’s Belt and Road
Initiative, which aims to connect Eurasian economies through infrastructure, trade, and investment.

Barring any further unforeseen material adverse external developments, the directors are cautiously
optimistic about the Group’s prospects in the coming year.

| would like to take this opportunity to thank our shareholders, employees worldwide, customers, partners,
bankers, professional consultants, honorary advisors and our fellow directors for their trust, confidence and
support. As we forge ahead in this extremely competitive and challenging global environment, such support
and trust are invaluable to our long-term development.

Professor Paul KAN Man Lok
Chairman

28 September 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL RESULTS

The Group’s results for the year under review (the
“Year”) were affected by a combination of factors, which
included the soft demands of the markets in which we
operate; weak currencies in the European countries; the
suspension of online e-lottery business in Mainland China
due to the introduction of new measures by the regulatory
authorities; and the delay in the launch of new projects.

For the Year, the Group’s revenue reduced by 11 percent
to HK$4,980 million from HK$5,610 million in the previous
year. Loss for the Year was HK$38.7 million, compared
with a profit of HK$13.3 million for the last year. Loss
attributable to owners of the Company was HK$28.6
million, compared with a profit attributable to owners of
the Company of HK$7.4 million in last year. Loss per
share was HKO0.45 cents (2015: earnings per share of
HKO0.12 cents). EBITDA was HK$1,269 million for the
Year, compared with HK$1,372 million for the previous
year.

The reduced revenue was mainly attributed to the
decrease in sales of cultural products to HK$1,084
million for the Year from HK$3,041 million of last year,
a significant drop of 64 percent due to limited supply of
cultural products. However, this was compensated by
204 percent increase in licensing fees to HK$2,509 million
for the Year from HK$824 million of last year, which was
mainly attributable to a total consideration of HK$2 billion
received for the grant of rights to third parties to market
the Group’s systems and networks.

In view of the uncertainties in the global economy and
business environments, the Group has recognised further
impairment losses for development costs for systems and
networks of HK$1,548 million (2015: HK$11 million), and
impairment losses for available-for-sale investments of
HK$93 million (2015: nil). Excluding the impairment losses,
adjusted EBITDA for the Year increased to HK$2,911
million, from HK$1,621 million for the previous year.

The Group continued to exercise stringent cost control
measures. Distribution costs were reduced to HK$31
million (2015: HK$35 million) in line with the decrease
in revenue, while general and administrative expenses
also decreased 43 percent to HK$153 million (2015:
HK$268 million) due to reduction in expenses for cultural
business. In line with China’s national policy to support
the culture industry, it was our business realignment plan
to scale down our investment in systems products and
to deploy more resources on further investment in our
culture-related business. Both staff costs and research
and development costs expensed decreased to HK$128
million (2015: HK$132 million) and HK$2 million (2015:
HK$10 million) respectively. Amortisation and depreciation

costs decreased 4 percent to HK$1,303 million (2015:
HK$1,351 million) after a net-off effect from the increase
in amortisation on development costs for systems and
networks of HK$188 million resulting from the changes in
estimated useful lives of certain projects and the absence
of new project roll-out in the Year. Finance costs for the
Year were HK$5.1 million (2015: HK$5.9 million).

REVIEW OF OPERATIONS

The global economic environment remained sluggish,
with Mainland China recording its slowest pace of growth
in a quarter of a century as it grappled with the difficult
transition to consumer-led expansion. In the markets in
which the Group operated, tight controls continued to
be exercised in both public and private sector spending,
thereby putting more pressure on the demand for the
Group’s products and services.

A number of the Group’s investments were affected by
the uncertain economic environment around the world.
To address market challenges and to strengthen our
foundation, the Group looked into different options of
business realignment plans with the aim of improving the
overall return. As part of the realignment, some investment
projects were divested, while others were revamped, in
order to focus on business activities with a higher long-
term value. More resources were deployed on further
investment in our culture-related business.

In order to relieve the financial pressures arising from
continuous capital expenditure on technology project
developments, we have revised our mode of operation by
granting rights to third parties to market our systems and
networks.

In Mainland China, we continued our marketing and sales
activities for customised solutions and products, including
those for the sales of cultural products. Spending cuts by
our customers and weak investment sentiment resulted in
lower volume of sales.

Europe saw a continuing demand for the Group’s
personal security and unified communications products
which were capable of embracing a broad range of
communications devices, and therefore were able to
command higher gross profit margins. However, the weak
Euro and the sharp drop in the British Pound towards
the end of the financial year have put increasing pressure
on our production costs as components sourced by the
Group are primarily priced in US dollars. Weak economic
conditions also resulted in customer contracts of reduced
length as customers evaluated new technologies and
were reluctant to commit.



Kantone Holdings Limited (“Kantone”)
Revenue for Kantone for the Year was HK$2,090 million, as
compared with HK$2,544 million for the previous year.

Sales in Mainland China where Kantone continued to
focus on customised solutions and services were in line
with the country’s economic conditions.

In Europe, Kantone maintained its market share in
the public sector, which was supported by continued
spending within the healthcare and emergency services
sectors. In the UK, Kantone completed the full changeout
of the largest metropolitan Fire & Rescue Service in
London during the Year. Several competitive tender
wins in the Fire sector including the Southern Ireland Fire
Services have also positioned Kantone well for the coming
year. In Germany, the launch of a new personal security
system, EkoSecure, has seen good growth as it replaced
a third-party product, resulting in improved margins in this
sector.

To maintain competitiveness, Kantone continued to
focus its development resources on providing customers
with critical messaging solutions in niche markets such
as healthcare, fire, lone worker or general business
applications. The trend to provide more software based
solutions has enabled Kantone to bring new products
to market in a shorter timescale at improved margins.
The greater use of software applications also allows
Kantone to be more flexible and quicker to react to niche
opportunities.

LIQUIDITY AND FINANCIAL RESOURCES
Financial Position and Gearing

The Group’s financial position remained positive with a
low gearing.

As at 30 June 2016, the Group had HK$131 million (2015:
HK$235 million) liquid assets made up of deposits, bank
balances and cash. Current assets were approximately
HK$8,723 million (2015: HK$4,881 million) and current
liabilities amounted to approximately HK$276 million (2015:
HK$358 million). With net current assets of HK$8,447
million (2015: HK$4,522 million), the Group maintained
a high level of financial liquidity. The gearing ratio of the
Group, which calculation was based on the Group’s total
borrowings of HK$198.4 million (2015: HK$200.4 million)
and equity attributable to owners of the Company of
HK$7,713 million (2015: HK$7,736 million), was 0.026
(2015: 0.026).
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As at 30 June 2016, the Group’s total borrowings
comprised bank loans of HK$198.4 million (2015:
HK$200.4 million), with HK$194.7 million repayable within
one year and HK$3.7 million repayable in the second
year (2015: HK$191.7 million repayable within one year,
HK$4.4 million repayable in the second year and HK$4.3
million repayable in the third to fifth year). Finance costs
for the Year were HK$5.1 million (2015: HK$5.9 million).

Treasury Policy

We are committed to financial prudence and maintain a
positive financial position with low gearing. We finance our
operation and business development by a combination of
internally generated resources, capital market instruments
and banking facilities.

All the borrowings were used by subsidiaries of the
Company bearing interest at floating rates. As all the
Group’s borrowings were denominated in their local
currencies, the currency risk exposure associated with
them was insignificant.

The Group does not engage in any speculative derivatives
or structured product transactions, interest rate or foreign
exchange speculative activities. It is the Group’s policy to
manage foreign exchange risk through matching foreign
exchange income with expense, and where exposure
to foreign exchange is anticipated, appropriate hedging
instruments will be used.

Capital Commitments

As at 30 June 2016, the Group’s capital commitments
authorised but not contracted for were approximately
HK$17 million (2015: HK$52 million). These commitments
were set aside for the acquisition of property, plant and
equipment, and development of systems and networks.

HUMAN RESOURCES AND
REMUNERATION POLICY

As at 30 June 2016, the Group employed about 1,200
staff around the globe. Staff costs for the Year were
HK$128 million (2015: HK$132 million). Remuneration
is determined with reference to market terms and
the performance, qualifications and experience of the
individual employee. Remuneration includes monthly
salaries, performance-linked bonuses, retirement benefits
schemes and other benefits such as medical scheme.

The Company has established a Human Resources
and Remuneration Committee. In recommending the
remuneration of the directors, the committee will consider
factors such as the Company’s operating results,
individual performance, salaries paid by comparable
companies, time commitment and responsibilities and
employment conditions elsewhere in the Group.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

As At 28 September 2016

EXECUTIVE DIRECTORS

Professor Paul KAN Man Lok, CBE, GCM, Comm
OSSI, Chevalier de la Légion d’Honneur, SBS, JP, 69,
is the founder of the Group and the Chairman of the
Company. He is also the Chairman and an executive
director of Kantone Holdings Limited (“Kantone”), a
subsidiary of the Company whose shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(the “Exchange”). He has over 40 years of experience in
the computing and telecommunications industries. Prior
to setting up the Group in 1987, he was the general
manager in charge of Asiadata Limited, a computing
services subsidiary of Cable & Wireless PLC.

Professor Kan has received a number of prestigious
awards from several governments and various local
and international professional bodies in recognition of
his contribution to the community and the industry.
Government awards include Commander of the most
Excellent Order of the British Empire (CBE) by Her Majesty
Queen Elizabeth Il (2006); Commendatore dell’Ordine
della Stella della Solidarieta Italiana by the Italian Prime
Minister Hon. Romano Prodi (2006); the Hong Kong SAR
Government’s appointment as a Justice of the Peace
(2006); Chevalier de I'Ordre de la Légion d’Honneur by
the Government of France (2007); Silver Bauhinia Star
by the Hong Kong SAR Government (2009); and FUECH
Grand Cross of Merit for Outstanding Consular Work by
the Federation of European Associations of Honorary
Consuls (FUECH) (2013). In July 2013, he was appointed
Ambassador Extraordinary and Plenipotentiary of
Hungary.

Professional awards include Governor’s Award for
Hong Kong Industries (1989); Young Industrialist Award
(1992); and Hong Kong Business Award — Enterprise
Trophy (1993). He holds a Master’s degree in Business
Administration from the Chinese University of Hong
Kong. He also received academic awards which include
Honorary Fellow of the Academy of Chinese Studies
(2005); and Honorary Professor of Szent Istvan University
in Budapest, Hungary (2011).

In civic duties, Professor Kan is currently the Honorary
President and former Chairman (2001-2011) of the
Hong Kong Information Technology Industry Council;
Chairman of Hong Kong IT Alliance (1999-present); and
a member of the Election Committee for the Hong Kong
representatives of National People’s Congress of China
for three terms from 2002 to 2017. He was a member
of HKSAR Chief Executive Election Committee for the IT
sector for three consecutive terms from 1996 to 2012,
and the Council of The Chinese University of Hong
Kong from 2009 to 2015. He also served twice on the
Exchange’s Corporate Governance Working Group during
1994-1995 and 1999-2000, and was a member of the
Listing Committee of the Exchange for the period 1999-
2003. He was the Chairman of the Hong Kong Trade
Development Council Information and Communications
Technology Services Advisory Committee from 2006
to 2010 and ICT Working Group, Hong Kong — United
Kingdom Business Partnership from 2004 to 2007. He
had also served as a member of the Hong Kong Trade
Development Council Electronics/Electrical Appliances
Industry Advisory Committee for 10 years from 1997 to
2006.

Professor Kan had been an independent non-executive
director of CLP Holdings Limited for about 9 years
from 2001 until he retired in 2010 to take up the
additional responsibility as Honorary Consul of Hungary
in Hong Kong and Macao from 2011 to 2013. He
had been the Chairman and an executive director of
DIGITALHONGKONG.COM (“Digital HK”) (now known as
Global Strategic Group Limited), a company listed on the
GEM Board of the Exchange and a former subsidiary of
the Company, until he resigned in October 2014.

Leo KAN Kin Leung, 60, is the Company’s executive
director and Chief Executive Officer, as well as a non-
executive director of Kantone. He and Professor Paul Kan,
Chairman of the Company, are brothers. He is responsible
for formulating the Group’s overall policy and development
strategy as well as the Group’s global operations and
management. Prior to joining the Group in 1988, Mr.
Kan held management positions in several international
companies in Hong Kong. He holds a Master’s degree
in Business Administration from Dalhousie University
in Canada and a Master’s degree in Economics from
the University of Alberta in Canada. In 2006, Mr.
Kan completed the Oxford Advanced Management
Programme at the Said Business School of the University
of Oxford.



Mr. Kan is the Chairman of the Hong Kong Information
Technology Industry Council, the Vice Chairman of
Hong Kong IT Alliance as well as the Chairman of its
IT Committee. He is the Deputy Chairman of the Hong
Kong Internet Registration Corporation Limited and a
member of the Design Council of Hong Kong. Mr. Kan
is also a Council Member of the Hong Kong Information
Technology Joint Council and a General Committee
Member of the Federation of Hong Kong Industries. He
had been a non-executive director of Digital HK until he
resigned in October 2014.

LAI Yat Kwong, 67, is the Company’s executive
director and Chief Financial Officer with responsibility
for its financial and accounting policy and control. He is
also the Chief Executive Officer (Acting), Chief Financial
Officer and an executive director of Kantone. He joined
the Group in March 1994 as Vice President of Internal
Audit and Control. In July 1997, he took on responsibility
as the Chief Financial Officer of Kantone. He holds a
Bachelor’s degree in Business Administration from the
Chinese University of Hong Kong and has over 44 years
of experience in accounting, auditing and company
secretarial matters. He is a fellow member of the
Association of Chartered Certified Accountants, the Hong
Kong Institute of Certified Public Accountants (Practising)
and the Hong Kong Institute of Directors. Since January
2013, he has been an independent non-executive director
of Chinalco Mining Corporation International, shares of
which are listed on the Main Board of the Exchange. He
was also an independent non-executive director of Trony
Solar Holdings Company Limited from October 2011 to
February 2013 and had been a non-executive director of
Digital HK until he resigned in October 2014.

NON-EXECUTIVE DIRECTOR

Shirley HA Suk Ling, 60, has been a non-executive
director of the Company since November 2004. She
is also an executive director of Kantone. She joined
the Group in 1992 as an Executive Vice President with
responsibility for its corporate development. She has over
25 years of business experience including 10 years in
investment banking.
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Ms. Ha holds a Bachelor’s degree in Arts from the
University of Hong Kong and a Master’s degree in
Business Administration from the Chinese University of
Hong Kong. She currently serves as a panel member of
the Board of Review (Inland Revenue Ordinance). She
is an Executive Committee Member of the Hong Kong
Information Technology Industry Council and a member of
the Hong Kong Corporate Counsel Association. She had
been an executive director of Digital HK until she resigned
in October 2014.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Terry John MILLER, 77, has been an independent non-
executive director of the Company since May 1992, and
is the Chairman of the audit committee of the Company.
Previously, he held the position of Deputy Chief Executive
at Hong Kong Telecommunications Limited, and was the
Regional Director, Asia/Pacific, of Cable & Wireless PLC.
He is a fellow of the Institute of Chartered Accountants
in England and Wales and is the former president of the
Hong Kong Institute of the International Association of
Financial Executives.

Frank BLEACKLEY, 79, has been an independent
non-executive director of the Company since November
2001. He is also an independent non-executive director
of Kantone. He was formerly the Managing Director of
Chubb China Holdings Limited, a subsidiary of the former
Chubb Security Group, a manufacturer and distributor of
security and safety products and systems headquartered
in the UK. He has considerable experience in the
management and business development of joint venture
companies in East Asia.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

As At 28 September 2016

LEE Chi Wah, 59, has been an independent non-
executive director of the Company since July 2009. He
is currently the Chief Technology Officer of a consultancy
firm and has over 34 years’ professional experience with
several international IT&T organisations for major roles
in the areas of technical project development, customer
services and sales management, including serving the
Group from 1988 to 1994 with his last position as Vice
President, Technology and Chief Technical Officer. He
holds a Master’s degree in Business Administration
from the University of Western Sydney in Australia and
a Bachelor of Science honours degree in Electronic
Engineering from the Chinese University of Hong Kong.
From November 1995 to March 2012, he was a Chartered
Professional Engineer — IT & E (MIEAust CPENng) and
Chartered National Professional Engineers Register (NPER)
of The Institution of Engineers, Australia.

COMPANY SECRETARY

Jennifer CHEUNG Mei Ha, 60, has been the Company
Secretary since 1992. She is a solicitor practising in Hong
Kong. She is also the Company Secretary of Kantone.

SENIOR MANAGEMENT

FUNG Kin Leung, 55, is the Company’s Senior Vice
President of Microelectronics. He is responsible for
managing the Group’s research and development
capacity to facilitate its global operations. He is also a
director of several of the Group’s subsidiaries. Mr. Fung
has over 25 years’ experience in software and product
development. He joined the Group in 1987 as Technical
Manager, and was promoted through the ranks to his
current position. In recent years, he has been focusing
on the development of information delivery systems
to enhance wireless internet applications. He has also
amassed a depth of experience in organising cultural
events and antique logistics through his involvement in
large-scale cultural exhibitions and community activities.
He holds a Bachelor’s degree in Science and Electronics
from the Hong Kong Polytechnic University and a Master’s
degree in Electronics Engineering from the University
of Hong Kong. He is a Chartered Engineer as well as a
member of the Institution of Electrical Engineers and the
Hong Kong Institution of Engineers.

Iris KOO Kin Hing, 52, is the Company’s Senior Vice
President, Finance, responsible for overseeing all financial
operations of the Group. She is based in Macau. In
recent years, she has served on local charities and non-
profit organisations, providing professional advice and
recommendations on finance-related matters with regard
to public cultural exhibitions and events. Before joining the
Group in 1989, she worked at an international accounting
firm where she had gained valuable experience. She
holds a Bachelor’s degree in Accountancy from the Hong
Kong Polytechnic University. She is a Certified Public
Accountant of the Hong Kong Institute of Certified Public
Accountants and a fellow member of the Association of
Chartered Certified Accountants.

Roy GOSS, 73, is the Company’s Director of International
Business with responsibility for the Group’s contract
negotiation, licensee management, agency distribution
and customer liaison. He is based in Macau and is also a
director of several of the Group’s subsidiaries. Mr. Goss
is a seasoned expert in finance and telecommunications,
having served in the Middle East and Macau with Cable
& Wireless PLC for more than 17 years, including as
the Finance Director of Macau Telecommunications
Company, a subsidiary of Cable & Wireless PLC. He is a
fellow member of the Institute of Chartered Accountants
in England and Wales.

Stephen GENTRY, 60, is the Head of International
Business at Kantone and the Chief Executive of Multitone
Electronics Plc (“Multitone”), a member company of
the Group, with responsibilities for formulating the
overall policy and development strategy for the Group’s
international operations. He is also a director of several
of the Group’s subsidiaries. He joined the Group in 1988
as financial accountant of the UK operations, and has
considerable experience working for the Group’s various
European and American operations. He has been the
Chief Executive of Multitone since 2003 and is a member
of the Institute of Directors.

Frank ROTTHOFF, 53, is the Managing Director of
German operations at Kantone. He joined the Group in
2008 and has extensive experience in sales and marketing
management in the electronics industry. His earlier career
covered international sales of industrial machinery and
process technology before entering the semiconductor
sector in 1989. He was responsible for the sales
organisation of a leading European distributor of electronic
components before joining the Group.



Cindy MAK Man Yee, 48, is the Company’s Vice
President, Administration and Logistics. She is the
Group’s primary liaison point with external organisations
and coordinates a wide range of the Group’s operations
in logistics, corporate resource development and
purchasing. In recent years, she has worked with
various charities, cultural organisations, universities, and
liaised with different government departments for the
organisation and sponsorship of numerous local and
overseas cultural activities. She joined the Group as a
management trainee after graduating from the University
of Hong Kong in 1990 with a Bachelor’s degree in Social
Sciences, and was promoted through the ranks to her
present position. Ms. Mak also holds a Master’s degree in
Business Administration, and has completed a business
programme of the eMBA studies at the Haas School of
Business, University of California Berkeley. She serves
on the Hong Kong IT Alliance as its executive committee
member.

Joanne CHIU Yim Fan, 45, is the Company’s Vice
President, Compliance, with responsibility for promoting
good corporate governance practices for the Company
in accordance with the relevant listing requirements in
Hong Kong. She is also the Company’s Vice President,
Human Resources, responsible for formulating and
implementing the Group’s human resources policies. Ms.
Chiu graduated from the University of Hong Kong with
a Bachelor’s degree in Arts. She also holds a Master’s
degree in Business Administration and is a Professional
Member of the Hong Kong Institute of Human Resource
Management. She joined the Group in 1994.

Teresa TONG Seek Fan, 50, is the Company’s Vice
President, Operations. She runs the Group’s call centre
and is responsible for customer care, product design
and the retail aspects of the Group’s business. In recent
years, she has also served on charities and non-profit
organisations engaged in the study and research of
cultural heritage, relics, and related publications. She
holds a Bachelor’s degree in Business Administration.
She joined the Group in 1990 and is a member of the
Hong Kong Information Technology Joint Council as well
as the China Investment, Development and Co-operation
Sub-committee of the Hong Kong Information Technology
Industry Council. She also serves as an executive
committee member of the Hong Kong IT Alliance.
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Gary CHOY Kin Chung, 46, is the Company’s Vice
President, China Investment. He oversees business
investment in China and plays a pivotal role in the
execution of the Group’s growth strategy in China. He
is also a member of the Group’s Investment Committee
and a director of several of the Group’s subsidiaries. He
is well experienced in the promotion and management of
cultural events and exhibitions. He also offers pro bono
service to local schools and charities on cultural exchange
and education programmes. Mr. Choy holds a Bachelor’s
degree in Electrical Engineering from Georgia Institute of
Technology, Atlanta, Georgia, US and a Master’s degree
in Business Administration (Executive MBA Programme)
from the Chinese University of Hong Kong. He joined the
Group in 1992 and has worked in a number of divisions
within the Group.

Robert SIA Chun Chung, 44, is the Company’s
Vice President, e-Commerce Projects responsible for
overseeing technical management and systems support.
In recent years, he has amassed a depth of experience
in venue security through his participation in many public
exhibitions and community events, with a focus on mobile
surveillance solutions and safety advice. He holds a
Bachelor’s degree in Electrical and Electronic Engineering
from the University of Hong Kong and a Master’s degree
in Electronic Engineering from the Polytechnic University
of Hong Kong. He has also completed a business
programme of the eMBA studies at the Haas School of
Business, University of California Berkeley. Mr. Sia has
been with the Group since 1995 and has worked in a
number of divisions within the Group. He also serves as
an executive committee member of the Hong Kong IT
Alliance and the Telecommunications Regulatory Affairs
Advisory Committee at the Office of the Communications
Authority as an alternate member.
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DIRECTORS’ REPORT
EEEHRE

The directors present their annual report and the audited
consolidated financial statements for the year ended 30 June
2016.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in sales of cultural products, sales of
goods and licensing (including sales of systems products,
software licensing and customisation and provision of services),
leasing of systems products and holding strategic investments
in advanced technology product development companies and
e-commerce projects.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2016 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 28 and in the accompanying
notes to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 29 to the consolidated financial
statements.

DISTRIBUTABLE RESERVE OF THE COMPANY
As at 30 June 2016, the Company has HK$1,831,581,000
reserve available for distribution to the shareholders (2015:
distributable reserve of HK$2,091,856,000).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the year are set out in note 15 to the consolidated
financial statements.

JOINT VENTURE

Particulars of the Group’s joint venture as at 30 June 2016 are set
out in note 19 to the consolidated financial statements.
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DIRECTORS AND SERVICE CONTRACTS

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

Executive directors:
Prof. Paul Kan Man Lok
Mr. Leo Kan Kin Leung
Mr. Lai Yat Kwong

Non-executive director:
Ms. Shirley Ha Suk Ling

Independent non-executive directors:
Mr. Terry John Miller

Mr. Frank Bleackley

Mr. Lee Chi Wah

No director proposed for re-election at the forthcoming annual
general meeting has a service contract which is not determinable
by the Group within one year without payment of compensation
(other than statutory compensation) as at the date of this report.

Each of the non-executive directors has a service contract with
the Company for a term of up to the date on which he/she shall
retire by rotation in an annual general meeting of the Company
in accordance with the Bye-laws of the Company. The executive
directors do not have any service contract with the Company.

CONFIRMATION OF INDEPENDENCE

The Company confirms it has received from each of its
independent non-executive directors an annual confirmation of
his independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), and considers that the independent
non-executive directors are independent.

SHARE OPTIONS AND DIRECTORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Each of the Company and its subsidiary, Kantone Holdings
Limited (“Kantone”) has a share option scheme under which
eligible persons, including directors of the Company, Kantone or
any of their respective subsidiaries, may be granted options to
subscribe for shares of the Company and Kantone respectively.

Details of the share option schemes of the Company and Kantone
are set out in note 30 to the consolidated financial statements.

Other than the share option schemes described in note 30 to the
consolidated financial statements, at no time during the year was
the Company or any of its subsidiaries a party to any arrangement
to enable the directors of the Company to acquire benefits by
means of acquisition of shares in, or debentures of, the Company
or any other body corporate.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 30 June 2016, the interests of the directors of the
Company in the shares of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO”)) which were recorded in the
register required to be kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers were as follows:

Name of director

Capacity

EEnA L8

ESCESERERAR

RZB—RFRAZTHE  BRESFRAEGEI(TE
H M BRG] FEI2FREARRAATFEZ B
MAraces - SR EMBETAEEETER R HH
FETADAARRRBEBBRALZXZAERAF((R
S DBITELZBA - ARREFEARALES
EIEEEEE (E3 REs B ENEXVER) 2 ki
R Z RN

Approximate
percentage
of the issued
share capital
EERITRA
ZRA =

Number
of shares

R E

Securities of the Company Prof. Paul Kan Man Lok Corporate interest Note 1 27.90%
ARAIES NI NEL £ Bt
Securities of Kantone Prof. Paul Kan Man Lok Corporate interest Note 2 64.94%
FilES S NAER FifsE2

Notes: BT

1. 1,766,860,957 shares of the Company were held by Lawnside
International Limited (“Lawnside”). Lawnside is beneficially wholly
owned by Prof. Paul Kan Man Lok. As at 30 June 2016, who and
Mr. Leo Kan Kin Leung are also directors of Lawnside, Lawnside
had interests in approximately 27.90% of the issued share capital
of the Company. Prof. Paul Kan Man Lok was deemed to have
corporate interest in the shares held by Lawnside.

2. 640,689,792 shares of Kantone were held by the Company. Prof.
Paul Kan Man Lok was deemed to have corporate interest in such
shares held by the Company.

Save as disclosed above and other than certain nominee
shares in subsidiaries held by directors in trust for the Company
or its subsidiaries, none of the directors or chief executive of
the Company had any interest or short position in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (as defined in Part XV of the SFO) as
at 30 June 2016 as recorded in the register required to be kept
by the Company under Section 352 of the SFO, or as otherwise
notified to the Company and the Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers.
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DIRECTORS’ INTERESTS IN CONTRACTS AND
CONNECTED TRANSACTIONS

During the year, the Company and its subsidiaries, other than
Kantone and its subsidiaries (“Kantone Group”), had the following
transactions with Kantone Group:

Nature of transactions

Fees received from Kantone Group for the provision of office
premises and facilities, and management services, on cost basis
Fees received from Kantone Group for treasury services
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In the opinion of the independent non-executive directors, the
above transactions were carried out in the usual course of
business and on normal commercial terms and are in accordance
with the relevant agreements governing them on terms that are
fair and reasonable and in the interests of the shareholders of the
Company as a whole.

Details of such connected transactions are set out in note 35 to
the consolidated financial statements.

The aforesaid transactions constitute continuing connected
transactions under the Listing Rules exempt from reporting,
announcement and shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Save as disclosed above, no transaction, arrangement or contract
of significance had been entered into by the Company or any of
its subsidiaries in which a director of the Company or an entity
connected with a director (has the meaning given by Section 486
of the Companies Ordinance) had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any
time during the year.

Save as disclosed above, there is no contract of significance
between the Group and a controlling shareholder of the Company
(as defined in the Listing Rules) or any of its subsidiaries, including
the provision of services to the Group.
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SUBSTANTIAL SHAREHOLDER

As at the 30 June 20186, the following person (other than the
directors or chief executive of the Company) had interests in the
share capital of the Company as recorded in the register required
to be kept by the Company under Section 336 of the SFO:

Capacity

51

Beneficial owner
EnEBA

Lawnside (note) (FfizE)

Note: See Note 1 to the “Directors’ Interests and Short Positions in
Securities” section above.

Save as disclosed above, no person had any interest or short
position in the shares or underlying shares of the Company
according to the register required to be kept by the Company
under Section 336 of the SFO as at 30 June 2016.

CONVERTIBLE SECURITIES, OPTIONS,
WARRANTS OR SIMILAR RIGHTS

The Company and its subsidiaries had no outstanding convertible
securities, options, warrants or similar rights as at 30 June 2016.

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.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws or the laws of Bermuda which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.
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MAJOR CUSTOMERS AND SUPPLIERS

The Group sells its products to customers who act as its
distributors, and purchases materials and components from
suppliers who act as its merchandisers.

For the year ended 30 June 2016, sales to the Group’s five largest
customers, on individual entity basis, accounted for approximately
40.87% of the total revenue for the year and sales to the largest
customer, on individual entity basis, included therein amounted to
approximately 19.82%. Purchases from the Group’s five largest
suppliers, on individual entity basis, accounted for approximately
18.583% of the total purchases for the year and purchases from
the largest supplier, on individual entity basis, included therein
amounted to approximately 10.56%.

None of the directors, their close associates or any shareholders,
which to the knowledge of the directors own more than 5% of
the Company’s issued share capital, had any interest in the share
capital of the five largest customers or suppliers of the Company.

REMUNERATION POLICY

The remuneration of the employees of the Group is determined
with reference to market terms and the performance, qualifications
and experience of the individual employee.

The emoluments of the directors of the Company are
recommended by the Human Resources and Remuneration
Committee of the Company after considering factors such as the
Company’s operating results, individual performance, salaries
paid by comparable companies, and time commitment and
responsibilities of the position.

The Company has adopted a share option scheme as an incentive
to directors and eligible employees. Details of the scheme are set
out in note 30 to the consolidated financial statements.

PUBLIC FLOAT

Based on information publicly available to the Company and within
the knowledge of the directors, as at the date of this report, there is
sufficient public float of not less than 25% of the Company’s issued
shares as required under the Listing Rules.
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PERMITTED INDEMNITY PROVISIONS

The Group has taken out a directors’ liability insurance to cover
directors’ liabilities to third parties.

AUDITOR

Deloitte Touche Tohmatsu resigned as auditor of the Company
on 16 August 2016. On 17 August 2016, the Company appointed
Moore Stephens CPA Limited as auditor for the year ended 30
June 2016.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to appoint Moore Stephens CPA Limited
as auditor of the Company.

By order of the Board

Paul KAN Man Lok
CHAIRMAN

Hong Kong
28 September 2016
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CORPORATE GOVERNANCE REPORT
SREREE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard of
corporate governance practices. It met all the code provisions of
the Corporate Governance Code (the “Code”) set out in Appendix
14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) in the year
ended 30 June 2016.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
directors’ securities transactions on terms set out in the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) contained in Appendix 10 to the Listing Rules.

The Company has made specific enquiry of all directors of the
Company, and they have confirmed compliance with the required
standard set out in the Model Code during the year ended 30
June 2016.

BOARD OF DIRECTORS

The Company is governed by a board of directors (the “Board”)
which has the responsibility for leadership and control of the
Company. The directors are collectively responsible for promoting
the success of the Group by directing and supervising the
Group’s affairs. The Board set strategies and directions for the
Group’s activities with a view to developing its business and
enhancing shareholder value.

The composition of the Board during the year was as follows:

Executive directors

Prof. Paul KAN Man Lok* (Chairman)

Mr. Leo KAN Kin Leung* (Chief Executive Officer)
Mr. LAl Yat Kwong

Non-executive director
Ms. Shirley HA Suk Ling

Independent non-executive directors
Mr. Terry John MILLER

Mr. Frank BLEACKLEY

Mr. LEE Chi Wah

* Prof. Paul KAN Man Lok and Mr. Leo KAN Kin Leung are brothers.
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BOARD OF DIRECTORS - continued
The Board held 5 meetings during the year ended 30 June 2016.
All directors attended these meetings.

During the year ended 30 June 2016, the Company held 1
general meeting. All directors attended the meeting.

The Company is committed to arranging and funding suitable
training to all directors for their continuous professional
development. During the year ended 30 June 2016 and up to
the date of this report, Prof. Paul KAN Man Lok, Mr. Leo KAN
Kin Leung, Mr. LAl Yat Kwong, Ms. Shirley HA Suk Ling, Mr.
Terry John MILLER, Mr. Frank BLEACKLEY and Mr. LEE Chi
Wah engaged in business activities in their respective fields as
continuous professional development to develop and refresh
their knowledge and skills so as to ensure that their contributions
to the Board remain informed and relevant. Mr. LAl Yat Kwong
participated in continuous professional development programs
required by The Hong Kong Institute of Certified Public
Accountants. The directors also participated in other trainings and
professional developments such as attending or holding seminars,
giving speeches or studying reading materials relating to the
Group or its industries and businesses; rules and regulations;
business management; or the roles, functions and duties of a
listed company director.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of Chairman and Chief Executive Officer of the Company
are separate and performed by different individuals with a clear
division of responsibilities.

The Chairman is responsible for the leadership of the Board,
ensuring its effectiveness in all aspects of its role and for setting
its agenda and taking into account any matters proposed by
other directors for inclusion in the agenda. Through the Board,
he is responsible for ensuring that good corporate governance
practices and procedures are followed by the Group.

The Chief Executive Officer is responsible for the day-to-day
management of the Group’s business.
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NON-EXECUTIVE DIRECTORS

The non-executive directors of the Company are appointed for
a term of up to the date on which the directors shall retire by
rotation at the Company’s annual general meeting in accordance
with the Code and the Bye-laws of the Company.

HUMAN RESOURCES AND REMUNERATION
COMMITTEE

The Human Resources and Remuneration Committee (the
“Remuneration Committee”) has 3 members, comprising Mr. Terry
John MILLER and Mr. Frank BLEACKLEY (both independent non-
executive directors), and Mr. Leo KAN Kin Leung (an executive
director). The Remuneration Committee is chaired by Mr. Terry
John MILLER.

The Remuneration Committee has reviewed and approved the
Group’s remuneration policy, including that for the executive
directors, and the levels of remuneration paid to executive
directors and senior management of the Group. The terms of
reference of the Remuneration Committee follow the guidelines
set out in the Code and it is responsible for, among other things,
making recommendations to the Board on the remuneration
packages of individual executive directors and senior
management.

During the year ended 30 June 2016, the Remuneration
Committee held 2 meetings and work performed included
reviewing the Group’s remuneration policy for its executive
directors and senior management and their levels of remuneration.
All members attended these meetings.

The remuneration payable to the directors of the Company for the
year ended 30 June 2016 is set out in note 10 to the Company’s
consolidated financial statements. For the year ended 30 June
2016, the remuneration payable to 6 members of the senior
management of the Company was within the range of HK$0 to
HK$1,000,000; whereas the remuneration payable to 4 members
of the senior management of the Company was within the range
of HK$1,000,001 to HK$2,000,000.
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SREARE

BOARD DIVERSITY

The Board has adopted a policy concerning diversity of Board
members (the “Board Diversity Policy”) which is summarized as
follows:

The Company is committed to maintaining a highly effective Board
which should have a balance of skills, experience and diversity
of perspectives appropriate to the requirements of its business.
When deciding on the appointment of directors, it is the policy
of the Company to consider a number of factors, including but
not limited to, gender, age, cultural and educational background,
professional experience, and other qualifications, skills and
experience which the Company considers will make a positive
contribution to the performance of the Board.

The Nomination Committee of the Company monitors the
implementation of the Board Diversity Policy and reviews it from
time to time and shall bring to the attention of the Board any
significant issues or recommendations as and when necessary
and appropriate. Any reviews, updates and amendments to the
Board Diversity Policy shall be approved by the Board.

NOMINATION COMMITTEE

The Nomination Committee has 5 members, comprising Mr.
Frank BLEACKLEY, Mr. Terry John MILLER and Mr. LEE Chi
Wabh (all independent non-executive directors), Ms. Shirley HA
Suk Ling (a non-executive director), and Prof. Paul KAN Man Lok
(an executive director). This Committee is chaired by Mr. Frank
BLEACKLEY.

The terms of reference of the Nomination Committee have been
determined with reference to the Code.

The Nomination Committee is responsible for identifying potential
new directors and making recommendations to the Board for
decision. A director appointed by the Board is subject to re-
election by shareholders at the first annual general meeting
after his/her appointment. All directors are subject to retirement
by rotation at least once every 3 years. In accordance with the
Company’s Bye-laws, one third of the directors are subject to
retirement by rotation and re-election by shareholders at each
annual general meeting of the Company.

Potential new directors are selected with reference to the Board
Diversity Policy.

No new director was nominated for appointment in the year
ended 30 June 2016.

The Nomination Committee held 2 meetings during the year
ended 30 June 2016 and work performed included reviewing
the structure, size and composition of the Board and the
independence of the independent non-executive directors of the
Company. All members attended these meetings.
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CORPORATE GOVERNANCE FUNCTIONS

The Board has adopted the terms of reference for corporate
governance functions set out in the Code and has delegated the
Group’s corporate governance functions to the Audit Committee.

AUDIT COMMITTEE

The Audit Committee has 4 members, comprising Mr. Terry
John MILLER, Mr. Frank BLEACKLEY and Mr. LEE Chi Wah (all
independent non-executive directors), and Ms. Shirley HA Suk
Ling (a non-executive director). The Chairman of this Committee is
Mr. Terry John MILLER.

The terms of reference of the Audit Committee, with the inclusion
of the corporate governance functions, follow the guidelines set
out in the Code. The Audit Committee is responsible for, among
other things, reviewing the Group’s financial information and
overseeing its financial reporting system, risk management and
internal control systems, including the adequacy of resources,
staff qualifications and experience, training programmes and
budget of the Group’s accounting and financial reporting function.
The Audit Committee reports to the Board any significant issues
relating to its terms of reference.

During the year ended 30 June 2016, the Audit Committee
held 2 meetings and work performed included reviewing the
Group’s interim and annual results, its internal control system and
corporate governance matters including reviewing the Corporate
Governance Report for inclusion in the Company’s Annual Report.
All members attended these meetings.

AUDITOR’S REMUNERATION

For the year ended 30 June 2016, the fee for the Company’s
external auditor for audit services was about HK$5,225,000 (2015:
HK$6,578,000) and that for non-audit services mainly relating to
taxation matters was about HK$859,000 (2015: HK$1,171,000
mainly relating to taxation matters and rights issue of Kantone
Holdings Limited, a subsidiary of the Company).
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ACCOUNTABILITY AND AUDIT

The directors acknowledge their responsibility for preparing the
accounts of the Company. As at 30 June 20186, the directors
were not aware of any material uncertainties relating to events or
conditions which may cast significant doubt upon the Company’s
ability to continue as a going concern. Accordingly, the directors
have prepared the financial statements of the Company on a
going-concern basis.

The responsibilities of the external auditor about their financial
reporting are set out in the Independent Auditor’s Report attached
to the Company’s consolidated financial statements for the year
ended 30 June 2016.

The Board has, through the Audit Committee, conducted a
review of the effectiveness of the Group’s internal control system
with an aim to safeguard the shareholders’ investment and the
Company’s assets in compliance with the provisions of the Code.
The purpose is to provide reasonable, but not absolute, assurance
against material misstatements, errors, losses or fraud, and to
manage rather than eliminate risks of failure in achieving the
Group’s business objectives.

COMPANY SECRETARY

The Company engages Ms. Jennifer CHEUNG Mei Ha, a
practising solicitor in Hong Kong, as its company secretary. Its
primary corporate contact person at the Company is Mr. Leo KAN
Kin Leung, the Chief Executive Officer of the Company.
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COMMUNICATIONS WITH SHAREHOLDERS

The Company maintains an on-going dialogue with its
shareholders through various channels including announcements
and annual and interim reports published on its website at
http://www.championtechnology.com and the Company’s
general meetings. All shareholders are encouraged to
attend general meetings and they may also put to the
Board any enquiries about the Group through its website at
http://www.championtechnology.com or in writing sent to the
principal office of the Company at 3rd Floor, Kantone Centre, 1
Ning Foo Street, Chaiwan, Hong Kong. The directors, company
secretary or other appropriate members of senior management
respond to enquiries from shareholders promptly. The Chairman,
the Chief Executive Officer, chairpersons of board committees (or
their respective delegates) and external auditor attend the annual
general meeting and are available to answer questions raised
by shareholders. Shareholders may also access the Company’s
corporate website for the Group’s information.

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

Hong Kong, 28 September 2016
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INDEPENDENT AUDITOR’S REPORT
RV R IR

TO THE SHAREHOLDERS OF CHAMPION TECHNOLOGY HOLDINGS LIMITED
(Continued in Bermuda with limited liability)

We have audited the consolidated financial statements of
Champion Technology Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 28 to 104, which comprise the consolidated statement
of financial position as at 30 June 2016, 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 a summary
of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
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.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.
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AUDITOR’S RESPONSIBILITY - continued

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a
true and fair view 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 entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors of the Company, as well as
evaluating the overall presentation of the consolidated financial
statements.

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the financial position of the Group as at 30 June
2016 and of its financial performance and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

OTHER MATTER

The consolidated financial statements of the Group for the year
ended 30 June 2015 were audited by another auditor who
expressed an unmodified opinion on those statements on 18
September 2015.

Moore Stephens CPA Limited
Certified Public Accountants

Cheung Sai Kit
Practising Certificate Number: P05544

Hong Kong, 28 September 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GeERRHEMEEKER

For The Year Ended 30 June 2016 #Z—Z— <& NA=1+HIFE

Revenue Ugs 6 4,979,715 5,610,013
Direct operating expenses BEREERA (3,207,198) (5,216,122)
(Gross profit EF@%E 1,772,517 393,891
Other income, gains and losses HWA - Wz RER 7 5,138 20,917
Gain on disposal of subsidiaries HEMBLRZ WG 11 15,924 167,704
Distribution costs DA (30,739) (34,561)
General and administrative expenses i G (153,008) (267,534)
Impairment losses recognised for development RS R AR AR AER L
costs for systems and networks REEE 16 (1,548,411) (10,800)
Impairment losses recognised for available-for-sale A HEREHERZ
investments EEE 18 (93,084) -
Impairment losses recognised for deposits and FiRe RBNEERAMERLZ
prepaid development costs REEE 20 = (201,462)
Impairment loss recognised for goodwil HEEMER L AESE 17 = (36,795)
Research and development costs expensed MRRFEERAT S (1,940) (9,972)
Finance costs BARERRA 8 (5,093) (0,879)
Share of result of a joint venture [EE—TAELE £E @ (9)
(Loss)/profit before taxation BRELA(B51R) /A 9 (38,700) 15,508
Taxation FiE 12 - (2,209)
(Loss)/profit for the year AER(BR),/EH (38,700) 13,303
Other comprehensive income: Hip2EKE
Item that will not be reclassified to profit or loss: BreElnzEaciag
Remeasurement of defined benefits pension plans BEFHEEFIRKE 5,655 5141
Item that may be reclassified subsequently to HEENERREY
profit or loss: B ¢
Exchange difference arising on translation of INEBABEFEEZ
foreign operations ERERE 7,737 5958
Item that was reclassified to profit or loss: BEIDEBHEZER
Exchange difference arising on disposal of a HE—RRBRARMEEL
subsidiary fEHER (783) -
Other comprehensive income for the year AFEEHEMEENE 12,609 11,099
Total comprehensive (expense)/income for the year AFERE(XNL) WahE (26,091) 24,402
(Loss)/profit for the year attributable to: [EEAREE(EE),/#F -
Owners of the Company KRARIEAA (28,590) 7,382
Non-controlling interests IR RS (10,110) 5,921
(38,700) 13,303
Total comprehensive (expense)/income for EEAFERE(EH) W
the year attributable to: fcki
Owners of the Company ARFHEBA (19,901) 14,011
Non-controlling interests IR R (6,190) 10,391
(26,091) 24,402
(Loss)/earnings per share - Basic and diluted BR(ER)/ BN -ERREEE 14 HK(0.45) cents L HK0.12 cents 711l

The notes on pages 34 to 104 form part of these consolidated

financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
mEPBIRRE

At 30 June 2016 R—Z— X FEXA=1H

2016 2015
—E—RE —ZT—ARF
HK$’000 HK$'000
FEx FAT

Non-current assets FREEE
Property, plant and equipment ME - WE MERE 15 45,646 54,590
Development costs for systems and networks 24t & 4848 B 3 A 2K 16 66,901 2,908,879
Available-for-sale investments A HERE 18 418,296 628,148
Interest in a joint venture R—EABE #ER 19 463 467
Deposits and prepaid development costs 154 MIBRBEKA 20 - 941,592
531,306 4,533,676

Current assets WEEE
Inventories eSS 21 8,555,151 20,593
Trade and other receivables EWE 5 KE MR 22 36,814 4,624,467
Deposits, bank balances and cash T3 RITEBNES 23 131,426 235,451
8,723,391 4,880,511
Current liabilities wEEE

Trade and other payables FERTE 5 REAMRK 24 76,996 161,929
Warranty provision RERE 25 1,055 1,074
Customers’ deposits BFES 3,483 3,483

Bank borrowings RITIEE
—amount due within one year —RN—FE R 26 194,677 191,720
276,211 358,206
Net current assets TEEEFE 8,447,180 4,522,305
Total assets less current liabilities BERBRTBDAE 8,978,486 9,055,981

Non-current liabilities FREBEE

Bank borrowings RITEE
— amount due after one year —N—F%3H 26 3,677 8,713
Retirement benefit obligations RIRERIESE 27(b) 57,821 80,611
61,498 89,324
Net assets BEFE 8,916,988 8,966,657
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 30 June 2016 R—Z—REXF=1H

2016 2015
—E-RE —T—RF
HK$’000 HK$'000
FHT FET

Capital and reserves BRARGHE
Share capital (&N 29(b) 633,179 633,179
Reserves & 7,079,920 7,102,546
Equity attributable to owners of the Company A2 B A A (G 7,713,099 7,735,725
Non-controlling interests FEIERR RS B A RS 1,203,889 1,230,932
8,916,988 8,966,657

The consolidated financial statements on pages 28 to 104 were
approved and authorised for issue by the board of directors on 28
September 2016 and are signed on its behalf by:

PAUL KAN MAN LOK  fj3z 4
DIRECTOR ZE#

The notes on pages 34 to 104 form part of these consolidated
financial statements.
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FAAZTN\HAEFS IR REETE - WH T
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LEO KAN KIN LEUNG f8ER
DIRECTOR ZEZ%
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GERTEZEER

For The Year Ended 30 June 2016 #Z=—Z— <& NA=1+HILFE

Atributable to owners of the Company

RDTRENES
Capital Non-
Share Share  redemption General Capital Merger ~ Translation ~ Retained controllng
capital -~~~ premium TeServe TeSErve Teserve Teserve Teserve profits Total  interests
03 FER
Rx  BGEE REEE -REE  EKEE ABER  EXEE  REREA A RRER
HK$ 000 HKS 000 HK§ 000 Hk000 HK§ 000 HK$ 000 HKS 000 HKS 000 Hk§000 HK§ 000 HK$ 000
TR ; Tin Tin TR TR TR Tin Tin TR TR
(ot 29(c)i) — (note 290~ (note 29(c)) )
‘ (29
A1 uly 2014 RZF-RELA-A 633179 2,096,276 5 1366003 12503 8,358 O64 328171 7476109 1464930 84108
Prot for theyear KEREN - - - - - - - 738 738 5921 13303
Remeasurementof fined heneffs pension plans EE 2 EgF Ik
it - - - - - - - 3459 3459 1682 5141
Bichenge difrence arsng n bransefin.~—~—~ RENEEAEHEL L
of forsin opexations EjiZg - - - - - - 3170 - 3170 2788 5,98
Toelcomprehensie mcomefor e AEFRENELE - - : - = - KA I 11 . Y 0y A

Degmed acquison aiig from righs ssue. -T2 BHANBATEAER
ofsheres of anon-wholy owed subsidiy TRk EEE AT 2 U - - - - - - - 5 205 (43500 2025
Disposalof a subsidry ote 1) HE-EHBLAN) - - - - - - - - - 618 618

- - - - - - - B U605 4430 1200

At30 June 2015 and RZB-RFAAZTAR

at 1y 2015 “3-1FtA-A 638,179 2096276" 5 1366003 125036 835" 2006 3H046IT TTHIB 1230932 896667
Loss for the year FEEEE - - - - - - - (28590 (26590 (10,110) (38,700)
Remeasurementof cefined beneffs pension ~~ EEFERFIES

lans BE - - - - - - - 361 367 1984 589
Bichange dfeence aring on tensltion~~~ RED £ EREL,

offoregn operaions EfZR - - - - - - 5526 - 552 211 7
Exchengs diference arsig on disposa RE-EHBLAFE .

of asubsiy e 1) EzE(HN) - - - - - - (208 - (o08) 279 (763
Total comprehensive expense for the year TEERARLEE - - - - - - 5018 (24919 (19.901) 6,190) 26,001)
Disposal ofsubsicares not 11) HENBAA(HH1) - - - - - - - - -y
Aoguiston of remaining nerest BAR—EWEATL

nasusiiay By - - - - - 7 R N Y7 N Y

- - - - - I v N - 7

At30 June 2016 R=B-AERBZ1H 633,179 2,096,216 50+ 136600 125036* 8.356" 5603F 3478504 773009 1203880 891668

* These reserve accounts comprise the consolidated reserves of ~ * W ERERFPOEGEUBRARZEERHED
approximately HK$7,079,920,000 (2015: HK$7,102,546,000) in the 7,079,920,000% 7L (= ZF — R : 7,102,546,0007%
consolidated statement of financial position. JT) °

The notes on pages 34 to 104 form part of these consolidated ~ #34AEEFE104 BT < M RUL SR MBE]RE 2
financial statements. HRKER D ©
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERERER

For The Year Ended 30 June 2016 #Z—Z— <& NA=1+HIFE

Cash flows from operating activities REEK ZBER
(Loss)/profit before taxation BREA(B18) /& 7 (38,700) 15,508
Adjustments for: i
Amortisation of development costs for R BRI AR
systems and networks 9 1,291,013 1,337,721
Depreciation of property, plant and ME  BENMEREZ
equipment e 9 12,024 12,828
Gain on disposal of available-for-sale HETHEEREZ
investments Yrzs 7 (224) -
Gain on disposal of property, plant HEME  BEMEREBZ
and equipment Yz 7 = (220)
Gain on disposal of subsidiaries HEM B R Rz M 11 (15,924) (167,704)
Impairment losses recognised for AL R AR PR AR T IERR
development costs for systems ZRERE
and networks 16 1,548,411 10,800
Impairment losses recognised for AR HEREMER L
available-for-sale investments RE/BE 18 93,084 -
Impairment losses recognised for deposits iR RIEN B AR
and prepaid development costs A7 MERE 20 - 201,462
Impairment loss recognised for goodwill HEBMERCAERE 17 - 36,795
Finance costs B AR 8 5,093 5,875
Interest income B A 7 (8,688) (10,136)
Share of result of a joint venture ElE—FAB ¥ EE 4 5
Operating cash flows before movements in ~ Z2iE& ¢ & 3HAT 2
working capital KERER 2,886,093 1,442,934
(Increase)/decrease in inventories EEZEm), wb (8,534,558) 378,203
Decrease in trade and other receivables JEWE 5 R EMBERZ M 4,582,966 320,865
(Decrease)/Increase in trade and ERE S REMER L
other payables GR) /& m (81,672) 24,664
Increase in warranty provision (REBRHE 712 26 9
Net cash (used in)/generated from operations  £4& (Fi#%) /Fri5 2 3 & H58 (1,147,145) 2,166,675
Taxation paid BEAHIE - (2,205)
Net cash (used in)/generated from IEEB TR,/ Fg2
operating activities BEFE (1,147,145) 2,164,470
Cash flows from investing activities KREEHZEE R
Deposits and prepayments refunded/(paid) EEMRGRBEETER A2
in respect of development costs for BiRE/(EMEERk
systems and networks BN FUE 941,592 (2,188,812)
Additions to property, plant and equipment REWE  BEMRE (10,601) (13,122
Additions to development costs for systems — Z %t 4B A A
and networks 2m = (1,038)
Proceeds from disposal of HEMHEERERSZ
available-for-sale investments B 18 116,992 -
Interest received BUF S 8,688 10,136
Net proceeds from disposal of subsidiaries HEWB ARG B FE 11 1,807 166,778
Proceeds from disposal of property, plant HEWE  BER
and equipment REBZTIE 212 234
Net cash generated from/(used in) investing 32 & &EFR1S,/ (FIFE) 2
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Cash flows from financing activities MEEZBZAER
Repayment of bank borrowings BBIRITIEE (195,079) (306,539)
New bank borrowings raised MESZRITEER 193,000 324,000
Contributions from non-controlling interests ~ FEEARAR R ER 2T E - 2,025
Interest paid BERFIE (5,093) (5,875)
Net cash (used in)/generated from BEEE () i3z
financing activities ReFE (7,172) 13,611
Net (decrease)/increase in cash and cash BeRBRESHE2(RL),/1Em
equivalents R (95,627) 152,257
Cash and cash equivalents at beginning FHRERIRE
of the year =5 235,451 78,319
Effect on foreign exchange rate changes [EREH) s 52& (8,398) 4,875
Cash and cash equivalents at end of the year F 4B & RES %% 23 131,426 235,451
The notes on pages 34 to 104 form part of these consolidated ~— £34AZEE104HM#E 2 M AUt A B®mE 2
financial statements. HRED o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPBRERNE

30 June 2016 —Z—~"F/A=1H

GENERAL

Champion Technology Holdings Limited (the “Company”)
was originally incorporated in the Cayman Islands but
subsequently re-domiciled to Bermuda and its shares
are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Exchange”). The addresses of
the registered office and principal place of business of
the Company are disclosed in the Corporate Information
section of the annual report.

The consolidated financial statements are presented
in Hong Kong dollar because the Company is a public
company with its shares listed on the Main Board of the
Exchange. The functional currency of the Company is
United States dollar.

The Company is an investment holding company. The
principal activities of its subsidiaries and a joint venture are
set out in notes 37 and 19 respectively.

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

The Group has applied, for the first time in the current year,
the following amendments to HKFRSs issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”):

Amendments to Hong Kong
Accounting Standard

Defined benefit plans:
Employee contributions

(“HKAS”) 19
Amendments to HKFRSs Annual improvements to HKFRSs
2010-2012 cycle
Amendments to HKFRSs Annual improvements to HKFRSs

2011-2013 cycle

The application of the amendments to HKFRSs in the
current year has had no material impact on the Group’s
financial performance and positions for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.

IGEDY
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ADOPTION OF NEW AND REVISED HONG 2.
KONG FINANCIAL REPORTING STANDARDS B (T

(“HKFRSS”) - continued

The Group has not early applied the following new and
revised standards, amendments and interpretation that
have been issued but are not yet effective.

HKAS 1 Amendments
BRGHENFIRIETA

HKAS 16 and HKAS 38 Amendments

EBGERE16% R BB G EREBRIETA

HKAS 16 and HKAS 41 Amendments
BEIERIE165 KRB B G ERE41RETA

HKAS 27 (2011) Amendments

BREGHENE(ZE——F)BIA

HKFRS 10 and HKAS 28 (2011) Amendments

EARBREENE 0% LB EGHER
F8R(—F——F )R

HKFRS 10, HKFRS 12 and HKAS 28 (2011) Amendments

EAMBREENE0%  BENBRE
AERI|ZE125% A B @5 ERI F28%
(ZB——5)BIR

HKFRS 11 Amendments
BANBREENENRETA

HKFRS 14*
BEABRELERE 145

Amendments to HKFRSs
BRMBREERETA

HKAS 7 Amendments

BRGHENETRIETA

HKAS 12 Amendments
AERHERE12RETA

HKFRS 2 Amendments
BENEREENBIREITA

HKFRS 9
BRI RS R E0%
HKFRS 15
BRUBREERE15%

HKFRS 16
BEMBRELRE 165

| BEEEEFRAR | =F

¢;,E<@\/,ﬂ
DS SET

Disclosure Initiatives
REaTE

Clarification of Acceptable Methods of Depreciation and Amortisation
BEURMNZTEREHTA

Agriculture: Bearer Plants
B¥  £ENED

Equity Method in Separate Financial Statements
BUBBRE 2 BRE

Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture

rﬁﬁééﬁﬁﬁ\ﬁ‘éﬁ#*" RAFAELEZAMEENESR
e

Investment Entrtres Applyrng the Consolidation Exception
REER : EREATIMER

Accounting for Acquisitions of Interests in Joint Operations
e B XK c g5t RIE

Regulatory Deferral Accounts
EERILRA

Annual Improvements to HKFRSs 2012-2014 Cycle
R CFECT-NERH BBUBRERNFELE

Disclosure Initiative
BB E

Recognition of Deferred Tax Assets for Unrealised Losses
BRAEREREE VELHEEAE

Classification and Measurement of Share-based Payment Transactions
NRH RERNRR S D BRTE

Financial Instruments

SHMIA

Revenue from Contracts with Customers
‘P At

Leases
HE

EEANUTEBRMBEMRERZ
R ASE] A K2R o

Effective for annual
reporting periods
beginning on or after

RIS HHEH
IgBG 2 FE
REHEER

1 January 2016

—Z—E—-A—H

:

7

7

1 January 2016
—~F-A

1 January 2016
—NE-

1 January 2016
/\i

To be determined*

ERS

1 January 2016

“ERE-RA-

7

?

1 January 2016
/\i

1 January 2016
—~E—A

1 January 2016

ZERE-RA-

1 January 2017
=

“F-tE -

1 January 2017

“TtF-A-

1 January 2018

2 \F-A-

1 January 2018

- \F-A-

1 January 2018

.

1 January 2019
F—-H—-H

—NEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRERE

30 June 2016 —Z—~"FNA=FH

2. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“H

Hox

KFRSS") — continued

On 6 January 2016, the HKICPA issued “Effective Date of
Amendments to HKFRS 10 and HKAS 287, following the
International Accounting Standards Board’s equivalent
amendments. This update defers/removes the effective
date of the amendments in “Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture” that
the HKICPA issued on 7 October 2014. Early application of
these amendments continues to be permitted.

HKFRS 14 applies to first annual HKFRS financial statements
for a period beginning on or after 1 January 2016 and
therefore is not applicable to the Group.

The Group has already commenced an assessment of
the related impact of adopting the above new and revised
HKFRSs. So far, it has concluded that the above new and
revised HKFRSs will be adopted at the respective effective
dates and the adoption of them is unlikely to have a
significant impact on the consolidated financial statements
of the Group except for the following:

HKFRS 9 “Financial instruments”

A final version of HKFRS 9 (that includes classification and
measurement of financial assets and financial liabilities,
impairment and general hedge accounting) was issued in

2014.

Key requirements of HKFRS 9 are described below:

All recognised financial assets that are within the
scope of HKAS 39 “Financial instruments: Recognition
and measurement” are subsequently measured at
amortised cost or fair value. Debt investments that
are held within a business model whose objective is
to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost at the end
of subsequent accounting periods. All other debt
investments and equity investments are measured at
their fair value at the end of subsequent accounting
periods.

An expected loss model (rather than an incurred loss
model) has been adopted by HKFRS 9.

The new general hedge accounting requirements
retain the three types of hedge accounting. However,
greater flexibility has been introduced to the types
of transactions eligible for hedge accounting,
specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk
components of non-financial items that are eligible for
hedge accounting.
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ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) - continued

HKFRS 9 “Financial instruments”

— continued

The directors of the Company will assess the impact
of the applicable of HKFRS 9. For the moment, it is not
practicable to provide a reasonable estimate of the effect
of the application of HKFRS 9 until the Group performs a
detailed review.

HKFRS 15 “Revenue from contracts with
customers”

In July 2014, HKFRS 15 was issued which establishes a
single comprehensive model for entities to use in accounting
for revenue arising from contracts with customers. HKFRS
15 will supersede the current revenue recognition guidance
including HKAS 18 “Revenue”, HKAS 11 “Construction
contracts” and the related interpretations when it becomes
effective.

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

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

° Step 2:  Identify the performance obligations in the
contract

° Step 3:  Determine the transaction price

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

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

satisfies a performance obligation

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

The directors of the Company anticipate that the HKFRS
15 may have significant impact on amounts reported in
the consolidated financial statements. However, it is not
practicable to provide a reasonable estimate of the effect of
HKFRS 15 until the Group performs a detailed review.

2.
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ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSS”) - continued

HKFRS 16 “Leases”

For lessees, HKFRS 16 introduces a single lessee
accounting model and requires a lessee to recognise assets
and liabilities for all leases with a term of more than twelve
months, unless the underlying asset is of low value. A lessee
is required to recognise a right-of-use asset representing
its right to use the underlying leased asset and a lease
liability representing its obligation to make lease payments.
For lessors, HKFRS 16 substantially carries forward the
lessor accounting requirements in HKAS 17. Accordingly,
a lessor continues to classify its leases as operating leases
or financial leases, and to account for those two types of
leases differently. The standard is mandatorily effective for
annual periods beginning on or after 1 January 2019. Earlier
application is permitted for entities that apply HKFRS 15 at
or before the date of initial application of HKFRS 16.

The directors of the Company do not anticipate that the
application of the other new and revised HKFRSs will have
a material impact on the Group’s consolidated financial
statements.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
in accordance with the HKFRSs issued by the HKICPA.
In addition, the consolidated financial statements include
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
on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in
exchange for goods.

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,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2, leasing transactions
that are within the scope of HKAS 17, and measurements
that have some similarities to fair value but are not fair
value, such as net realisable value in HKAS 2 or value in use
in HKAS 36.
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The principal accounting policies are set out below.

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company and its subsidiaries. Control is achieved
when the Company:

° has power over the investeg;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from the
date the Group gains control until the date when the Group
ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company
and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

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

All intra-group transactions, balances, income and
expenses are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.
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SIGNIFICANT ACCOUNTING POLICIES
continued
Changes in the Group’s ownership interests in
existing subsidiaries
Changes in the Group’s ownership interest in existing
subsidiaries that do not result in the Group losing control
over the subsidiary are accounted for as equity transactions.
The carrying amounts of the Group’s interests and the 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
owners of the Company.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost less any accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies of
the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually,
and whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial
year, the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit,
the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then
to the other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in profit or loss. An
impairment loss for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating units, the
attributable amount of goodwill capitalised is included in the
determination of the amount of profit or loss on disposal.
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Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts and sales related taxes.

Revenue from sales of goods is recognised when goods
are delivered and title has passed, at which time all the
following conditions are satisfied:

o the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

° the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

° the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated
with the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Income from sales of systems and related softwares are
recognised when the relevant systems and softwares are
delivered and title has passed.

Service income relating to licensing and customisation is
recognised when services are rendered.

Dividend income from other available-for-sale investments
are recognised when the Group’s right to receive the
distributions has been established.

Rental income, including rental invoiced in advance from
assets under operating leases, is recognised on a straight-
line basis over the term of the relevant lease term.

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 on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES
continued

Property, plant and equipment

Property, plant and equipment including land and buildings

held for use in the production or supply of goods or

services, or for administrative purposes are stated in the

consolidated statement of financial position at cost less

subsequent accumulated depreciation and accumulated

impairment losses.

Depreciation is provided to write off the cost of items of
property, plant and equipment less their residual values over
their estimated useful lives, using the straight-line method,
at the following rates per annum:

Freehold land Nil

Buildings on freehold land 50 years

Leasehold land and buildings Over the shorter of the remaining
unexpired terms of the relevant
leases or 50 years

Plant and machinery and 10%-50%
communications networks

Furniture and fixtures 20%-33"/,%

Motor vehicles 25%

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

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases, in which case the entire
lease is classified as an operating lease. Specifically, the
minimum lease payments (including any lump-sum upfront
payments) are allocated between the land and the building
elements in proportion to the relative fair values of the
leasehold interests in the land element and building element
of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is released over the lease term on a straight-
line basis. When the lease payments cannot be allocated
reliably between the land and building elements, the
entire lease is generally classified as a finance lease and
accounted for as property, plant and equipment.
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At the end of the reporting period, the Group reviews
the carrying amounts of its assets 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 the impairment loss, if any. When
it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

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 for which the estimates of future
cash flows have not been adjusted. If the recoverable
amount of an asset (or a cash-generating unit) is estimated
to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit) is
increased to the revised estimate of its recoverable amount,
so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no
impairment loss been recognised for the asset (or a cash-
generating unit) in prior years. A reversal of an impairment
loss is recognised as income immediately.
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3. SIGNIFICANT ACCOUNTING POLICIES
continued
Leases
Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying
amount of the leased asset and recognised as an expense
on a straight-line basis over the lease term.

The Group as lessee
Operating lease payments are recognised as an expense
on a straight-line basis over the term of the relevant lease.

Deposits and prepaid development costs and
development costs for systems and networks
Deposits and prepaid development costs represent the
development costs for systems and networks projects
under construction by the system developers. Deposits and
prepaid development costs are transferred to development
costs for systems and networks when it is implemented for
its intended use, and are stated at cost less subsequent
accumulated impairment losses.

Development costs are recognised only if all of the following
have been demonstrated:

- the technical feasibility of completing the asset so
that it will be available for use or sale;

- the intention to complete the asset and use or sell it;

- the ability to use or sell the asset;

- how the asset will generate probable future economic
benefits. Among other things, the entity can
demonstrate the existence of a market for the output
of the asset or the asset itself or, if it is to be used
internally, the usefulness of the asset;

- the availability of adequate technical, financial and
other resources to complete the development and to
use or sell the asset; and

- the ability to measure reliably the expenditure
attributable to the asset during its development.

Development costs that do not fulfill the above conditions
are recognised as expenses in the period in which it is
incurred.
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Development costs for systems and networks, which
are implemented for its intended use, are stated at cost
less subsequent accumulated amortisation and any
accumulated impairment losses. The amortisation is
calculated based on straight-line basis over their estimated
useful lives, subject to a maximum of five years.

Where the recoverable amount of deposits and prepaid
development costs and development costs for systems
and networks has declined below their carrying amount,
the carrying amount is reduced to reflect the decline in
value. Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately.

An item of deposits and prepaid development costs
and development costs for systems and networks is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of
the asset. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item) is
included in profit or loss in the period in which the item is
derecognised.

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

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

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition or issue of
financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.
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Financial assets

The Group’s financial assets are mainly classified into one
of the two categories, including loans and receivables and
available-for-sale financial assets. The accounting policies
adopted in respect of each category of financial assets are
set out below.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
receipts (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected
life of the financial asset, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade and other receivables,
deposits, bank balances and cash) are carried at amortised
cost using the effective interest method, less any identified
impairment losses (see accounting policy on impairment of
financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at fair value through profit or loss, loans and receivables or
held-to-maturity investments.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured, they are measured at
cost less any identified impairment losses at the end of the
reporting period (see accounting policy on impairment of
financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets are
considered to be impaired where there is objective evidence
that, as a result of one or more events that occurred after
the initial recognition of the financial asset, the estimated
future cash flows of the financial assets have been affected.

EHEE
AEBZEREETERAMBESRNZ— &
FBERRERERTA R AT ESMEE - 5t
FERTRMEEMRM 2 ST BEREIINT

BRI
BB FEEAHES AR BHRARIEE
BIEIRIE S R BMA 2 T3 « EIFIE T 51k
S RIS M (B35 7 S A SRR A M P 2
REBHE AR - X HEAREMEE
ST ) e BA 2 T A RO S
H(401 PR ) B BE TR M HA B 2 SRR (8
2% -

BB TR Z A BIRATHZ BRI R AR -

BRI AR

BERREYORFIEW N ERMIGHRETEE
BElE kA HE N R IETESREE - R¥A
BR%  ERREEER(BERERE S RE
AR - 75k MITEBREIRE) NIRERE
BR M 2O AR SR AR AT 2 38BN 2 BB S 1R
JIRR(ARESREEREZEHERE T -

A ESREE
AHHESHEERSFERLIFNBRRAF
EBEABRCSBEE  BERRBRIERR
RAZRPREZIFTETA -

RIEE RIS S e T E B A FEERE

A SEET B 2 AT ERARE - ARG
RBERAARTAE R 2 REEBERTE
HERMBERBEZGHHEL T

o el 2 Hy

A EBIE
EREAEGNRENTARIGEETHERE
PR - EERBEBRTEMEE Z BT RK
BEen  BYinEREMELr —AXZRE
X FER  REENKRBRIER
@ o



Impairment of financial assets — continued
For loans and receivables, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or
counterparty; or

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

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments and an increase in the
number of delayed payments.

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset or recent
transaction price. Such impairment loss will not be reversed
in subsequent periods.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment loss was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the
impairment not been recognised.
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Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity in accordance with the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument.

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 in respect of
financial liabilities and equity instruments are set out below.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability,
or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest
basis.

Financial liabilities

Financial liabilities including trade and other payables and
bank borrowings are subsequently measured at amortised
cost, using the effective interest method.

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

Distributions settled in shares are recorded at market price
at the date of issue and credited to the share capital and
share premium, respectively.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to receive cash flows from the assets
expire or, when it transfers the financial assets and
substantially all the risks and rewards of ownership of the
asset to another entity.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises a financial liability when, and only
when, the Group’s obligations are discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid or
payable is recognised in profit or loss.
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Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation
and a reliable estimate can be made of the amount of the
obligation. Provisions are measured at the best estimate of
the consideration required to settle the present obligation
at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where the effect is
material).

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing
control.

The results and assets and liabilities of joint venture are
incorporated in the consolidated financial statements using
the equity method of accounting. Under the equity method,
investments in joint venture are initially recognised in the
consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the joint
venture. When the Group’s share of losses of a joint venture
equals or exceeds its interest in that joint venture (which
includes any long-term interests that, in substance, form
part of the Group’s net investment in the joint venture), the
Group discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations or
made payments on behalf of that joint venture.

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.

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 added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from ‘profit before taxation’
as reported in the consolidated statement of profit or loss
and other comprehensive income 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 and 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.

Deferred tax is recognised on temporary 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. Deferred tax assets are generally
recognised for all deductible temporary differences to the
extent that it is probable that taxable profits will be available
against which those deductible temporary differences 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 associated with 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. Deferred
tax assets arising from deductible temporary differences
associated with such investments are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the 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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Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rate (and
tax laws) that have been enacted or substantively enacted
by the end of the reporting period. The measurement
of deferred tax liabilities and assets 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.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in its functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items
that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the group entities
are translated into the presentation currency of the Group
(i.,e. Hong Kong dollar) at the rate of exchange prevailing
at the end of the reporting period, and their income and
expenses are translated at the average exchange rates for
the year, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity (the translation reserve).
Exchange differences are recognised in profit or loss in the
period in which the foreign operation is disposal of.
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Payments to defined contribution retirement benefit plans
are recognised as an expense when employees have
rendered service entitling them to contributions.

The Group operates a Mandatory Provident Fund
Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF Scheme is a
defined contribution retirement scheme administered by
independent trustees. Under the MPF Scheme, the Group
and its employees are each required to make contributions
to the scheme at 5% of the employees’ relevant income,
subject to a cap of monthly relevant income of HK$30,000
(HK$25,000 prior to June 2014). Contributions to the
scheme vest immediately.

For the Group’s defined benefit retirement benefit plans, the
cost of providing benefits is determined using the projected
unit credit method, with actuarial valuation being carried
out every three years and updated annually at the end of
the reporting period. Remeasurement, comprising actuarial
gains and losses and the return on plan assets (excluding
interest), is reflected immediately in the consolidated
statement of financial position with a charge or credit
recognised in other comprehensive income in the period
in which they occur. Remeasurement recognised in other
comprehensive income is reflected immediately in retained
earnings and will not be reclassified to profit or loss. Past
service cost is recognised in profit or loss in the period of
a plan amendment. Net interest is calculated by applying
the discount rate at the beginning of the period to the net
defined benefit liability or asset. Defined benefit costs are
categorised as follows:

o service cost (including current service cost and past
service cost);

o net interest expense or income; and
° remeasurement.

The Group presents the first two components of defined
benefit costs in profit or loss in the line item general and
administrative expenses.

The retirement benefit obligation recognised in the
consolidated statement of financial position represents
the actual deficit or surplus in the Group’s defined benefit
plans. Any surplus resulting from this calculation is limited
to the present value of any economic benefits available in
the form of refunds from the plans or reduction in future
contributions to the plans.
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The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

(1)

Estimated useful life

The estimated useful life of the development costs for
systems and networks reflects the directors’ estimate
of the periods that the Group intends to derive future
economic benefits from the use of the development.
Actual economic lives may differ from estimated
useful lives. Periodic reviews could result in a change
in amortisable lives and therefore the amortisation
expenses in future periods.

On 1 July 2015, the Group reassessed the estimated
useful lives of the development costs for systems and
networks for the In-Car Telematics Solution project
in light of market technology advancement and the
conclusion of certain renewed license agreements
with certain of its agents to promote and further
enhance the marketability of these products in
various jurisdictions. The estimated remaining useful
lives for those development costs have been revised
to two years. The changes in the estimated useful
lives are accounted for as changes in accounting
estimates and applied prospectively. The changes
of accounting estimates posed no effect on the
business scope of the Group and do not have impact
on the financial statements that have already been
disclosed by the Group but led to an increase of
HK$188,006,000 in the amortisation of development
costs for systems and networks and a decrease of
the same amount in the net profit of the Group for the
year ended 30 June 2016 accordingly.

As at 30 June 2016, the carrying amount of the
Group’s development costs for systems and networks
was HK$66,901,000 (2015: HK$2,908,879,000).
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY

continued

Development costs for systems and networks and
deposits and prepaid development costs
— continued

@

Estimated impairment

Determining whether development costs for systems
and networks, and deposits and prepaid development
costs are impaired requires an estimation of the value
in use on a project-by-project basis. The value in use
calculation requires the Group to estimate the future
cash flow expected to arise from the continuing
use of the assets or since successful launch of
technology projects and a suitable discount rate
in order to calculate the present value. The Group
estimates its cash flow projection covering a period
up to five years based on financial budgets approved
by management and a discount rate ranging from
10% to 25% (2015: 10% to 25%) per annum.

The directors also consider the revenue and operating
costs of the technology projects in the coming years
will be in line with the Group’s budgets, taking into
account of current economical factors. In the event
that the technology projects are not expected to be
well received by the market, these development costs
for systems and networks and deposits and prepaid
development costs may not be fully recovered and
impairment loss may arise. In the event that the
developers fail to perform their obligations to develop
the technologies as required, the Group will estimate
the future cash flows from recovering the deposits
and prepaid development costs from developers.

As at 30 June 2016, the carrying amounts of
development costs for systems and networks and
deposits and prepaid development costs were
HK$66,901,000 (2015: HK$2,908,879,000) and nil
(2015: HK$941,592,000) respectively. Impairment
loss on development costs for systems and
networks and deposits and prepaid development
costs amounted to HK$1,548,411,000 (2015:
HK$10,800,000) and nil (2015: HK$201,462,000)
have been recognised respectively with details set
out in note 16 and note 20.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

Estimated impairment of available-for-sale
investments

Determining whether available-for-sale investments are
impaired requires an estimation of future cash flows
discounted at the current market rate of return of similar
assets or recent transaction price and the assessment
of the ability for repayment by the investees. Where the
actual future cash flows are less than expected, a material
impairment loss may arise. As at 30 June 2016, the
carrying amount of available-for-sale investments was
HK$418,296,000 (2015: HK$628,148,000).

Estimated impairment of trade receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future
cash flows. A considerable level of judgement is exercised
by the management when assessing the credit worthiness
and past collection history of each individual customer.
Any increase or decrease in the impairment losses for bad
and doubtful debts could affect the profit or loss in future
years. As at 30 June 2016, the carrying amount of trade
receivables was HK$23,744,000 (2015: HK$838,419,000).

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 expenses. These estimates
are based on the current market price of similar products
and historical experience of distributing and selling products
of similar nature. It could change significantly as a result of
market condition. Management assesses the estimations at
each reporting date. At 30 June 2016, the carrying amount
of the Group’s inventories was HK$8,555,151,000 (2015:
HK$20,593,000).

FINANCIAL INSTRUMENTS
Categories of financial instruments
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2016 2015
—E-RE —T—hF
HK$’000 HK$'000
FiEx FHEL

Financial assets TREE
Available-for-sale investments AEHERE 418,296 628,148

Loans and receivables Bk EIERR

(including deposits, bank balances and cash)  (B#EEH - RITEHBRERS) 167,206 4,859,007
585,502 5,487,155

Financial liabilities SEEE
Amortised cost H AR 230,791 308,630
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The Group’s major financial instruments include available-
for-sale investments, trade and other receivables, deposits,
bank balances and cash, trade and other payables and
bank borrowings. Details of these financial instruments
are disclosed in respective notes. The risks associated
with these financial instruments and the policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Credit risk

As at 30 June 2016, the Group’s maximum exposure
to credit risk which would cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties arose from the carrying amount of the
respective recognised financial assets as stated in the
consolidated statement of financial position.

In order to minimise the credit risk in relation to trade
receivables, the management of the Group will only allow
customers with good credit history to pay on credit. In
addition, the management reviews the recoverable amount
of each individual trade debt at the end of the reporting
period, taking into account the future discounted cash
flows, to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit risk is
significantly reduced.

The credit risk on trade receivables is concentrated on
a few distributors. In 2015, receivables from top five
distributors represented 94% of trade receivables at the
end of the reporting period, whereas nil for 2016. Also,
advances to suppliers included in other receivables are
all concentrated on a few suppliers. The management
considers that there are no significant credit risks on the
distributors and suppliers due to the long and good credit
history of these counterparties.

As at 30 June 2015, the Group had approximately
HK$4,027,000 of deposits maintained in a financial
institution that is not regulated in Hong Kong. The balance
was nil as at 30 June 2016. This financial institution does
not have credit rating assigned by credit rating agencies.
The management considers there are no significant credit
risks due to the long and good credit history with this
financial institution. The credit risk on other liquid funds
is limited because the counterparties are banks with
high credit ratings assigned by international credit-rating
agencies.
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FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
— continued

Liquidity risk

In managing the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in
cash flows. The management monitors the utilisation of
borrowings and ensures compliance with loan covenants.

The following table details the Group’s remaining
contractual maturity for its financial liabilities based on
the agreed repayment terms. The table has been drawn
up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group
can be required to pay. Specifically, bank borrowings
with a repayment on demand clause are included in the
earliest time band regardless of the probability of the banks
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choosing to exercise their rights. The maturity dates for
other non-derivative financial liabilities are based on the
agreed repayment dates. The table includes both interest
and principal cash flows.

BFHFRFE A S TRERERTHEL
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To the extent that the interest flows are floating rate, the
undiscounted amount of interest payment is estimated
based on the interest rate at the end of the reporting period.

Effective Within Total Carrying
interest  one year or 1-2 2-5  undiscounted amount at
rates  ondemand years years cash flows 30 June 2016
ABR RIB-RF

1R BeR AA=TH

BRRI=E REA 1225 2E5F & IR
% HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
BAt THL TARL TATL TARL TAL

2016 ZE-RE
Trade and other payables BN E 5 REAIRR - 32,437 - - 32,437 32,437
Bank borrowings RITEE 30 195,196 3728 - 198,924 198,354
221,633 3728 - 231,361 230,791
Effective Within Total Carrying
interest one year or =2 2-5  undiscounted amount at
rates on demand years years cash flows 30 June 2015
A—T—
1ER
ZRA 1226 2F5% B
HK$'000 HK$'000 HK$'000 HK$'000
TAL FAL TAL 0 THL
2015 “T-hE
Trade and other payables ENBSREMEREDR - 108,197 - - 108,197 108,197
Bank borrowings RITEE 30 192,310 245 8,703 201,258 200,433

300,507 245 8,703 309,455 308,630
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FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
— continued

Liquidiity risk — continued

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities are subject
to change if changes in variable interest rates differ to those
estimates of interest rates determined at the end of the
reporting period.

Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to variable-rate bank borrowings and bank
deposits. The interest on bank loans is mainly based on
Hong Kong Inter-bank Offered Rate and London Inter-
bank Offered Rate. The Group does not enter into any
arrangement to hedge cash flow interest rate risk. However,
the management monitors interest rate exposure and will
consider hedging significant interest rate risk should the
need arises.

Sensitivity analysis

The sensitivity analysis below has been determined based
on the exposure to interest rates for variable-rate bank
borrowings only, as management considers interest rates
on bank deposits are not subject to significant fluctuations
in interest rates. The analysis is prepared assuming that
the amount of balances outstanding at the end of the
reporting period was outstanding for the whole year. A 10
basis points (2015: 10 basis points) increase or decrease
represents management’s assessment of the reasonably
possible change in interest rates.

If interest rates had been 10 basis points (2015: 10 basis
points) higher or lower and all other variables were held
constant, the Group’s profit after tax for the year ended 30
June 2016 would decrease or increase by approximately
HK$166,000 (2015: decrease or increase by approximately
HK$167,000).

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the year
end exposure does not reflect the exposure during the year.

SRTITAR &
BEEREERERBER

FBECES A

i) B 3R 2 B B 0 e 15 H S A B B E 2 7
REFAR - A EXARITESRBETS
FETAZSHESBREE -

T m bz
AEEHEGRTERITERERBITFER 2R
SRFERE - |RITEFF S EEZRFBRIT
RS RmBRITREFREGE - AEEHE
A AT SAE M R BEA SR IR S AR @R -
A EEEETIEENEER - WHRR
1E BEREARN KRR

BURUE T

TSR E DT E AT BIRTTIEE P Z H
ZREMEE  AEEERSRITERZME
TERERE o AR RRNIRE DT
EERNEEZ ERREFHRERDHE - A
108 F(Z2—HF 108 F) 2R - KKRE
B EHNIR 2 &I Re B 2 74 -

i F) = A FER10BF (= —R4F : 1084
TIMATEHMA BARERTE - NEEE
E-T—RNFEANAZTHIEFEZREENS
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FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
— continued

Foreign currency risk

Foreign currency risk refers to the risk that movement in
foreign currency exchange rate which will affect the Group’s
financial results and its cash flows. Certain trade receivables
and bank balances of the Group and intra-group current
accounts are denominated in foreign currencies. The
Group does not engage in any foreign currency hedging
instruments. It is the Group’s policy to manage foreign
currency risk through matching foreign currency income
with expense, and where exposure to foreign exchange is
anticipated, appropriate hedging instruments will be used.

Several subsidiaries of the Company have foreign currency
denominated monetary assets and liabilities, which expose
the Group to foreign currency risk.

The carrying amounts of the group entities’ foreign currency
denominated monetary assets and monetary liabilities
(including intra-group current accounts) at the reporting
date are as follows:

| SEREEKEERAR | ZT—REFH

EWMITHE -~
BREKREEEEREE

_fg

SNERSR
SNERIBIEIE T EREBM B EERER SR
THNEEREEER - AEEETREKE 5%
2 RRIT AR LA R 2 A B A TR 2 4 R ER
ToLASNE S8 o 75 82 [0 4 3 TR AT (A SNKE o
TE - REEZ —SKEZEBRSIMEBA
REHERHEINERR  EEHETMUINER
s - SIRAAB S R TIA -

ARFZRHBARFENINETHEZ KR E
EREE  AEEEmHINERR -

AEBEBBUINETEZ EMEEREER
E(BEEEARKERARMZERE) RREE
Bl BREEMT :

2016 2015

—E-RE —T-RE
Assets Liabilities Assets Liabilities
BE af& BE B&
HK$’000 HK$’000 HK$'000 HK$'000
FEx FEx FAL FHT
Euro BT 10,313 = 24,106 -
Hong Kong dollar BT 23,624 3,179 206,171 138
Pound Sterling HiE 1,401 - 2152 -
Macau Pataca SBPYEE 1,164 - 6,632 -
United States dollar ES 1,719 - 6,392 312

Sensitivity analysis BREE DT

The group entities are mainly exposed to foreign currency
risk from Euro, Pound Sterling and United States dollar.
Under the pegged exchange rate system, the financial
exposure on exchange rate fluctuation between Hong Kong
dollar, Macau Pataca and United States dollar is considered
insignificant by the directors and therefore no sensitivity
analysis has been prepared.

AEEEREEARZINERREERT - &
BRI - EHBEZKGT  EFTRRE
T RPIEE DA 36 T BE EOR B 2 B 7 R B R
B8 - RS EARBLGRE DT ©
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5. FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
— continued
Foreign currency risk — continued
Sensitivity analysis — continued
The following table details the group entities’ sensitivity
to a 5% (2015: 5%) increase and decrease in Euro and
Pound Sterling against each group entity’s functional
currency. 5% (2015: 5%) is the sensitivity rate used when
reporting foreign currency risk internally to key management
personnel and represents management’s assessment of
the reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the year end for a 5% (2015: 5%) change in
foreign currency rates. A positive number below indicates
an increase in profit before taxation where Euro and Pound
Sterling strengthens by 5% (2015: 5%) against each group
entity’s functional currency. For a 5% (2015: 5%) weakening
of Euro and Pound Sterling against each group entity’s
functional currency, there would be an equal and opposite
impact on the profit.

SRTHE &

S E R EIE B ERBUER

&

SN — 4

BRE DT — &
TRFMAGPAEBEBEHBIIEEFHLESE
EEE 2N EBZER FARTHA% (=
T—RF : 5%) ZHEEE - 5%(—F—RAF :
5%) T RIEEBEAISREZEIEABREINE
RRREFTRAZHREL X  HREREEEY

BREMNESHEZRENERIRE - LEINE
FEREH5%( T —RF : 5% HHEFHE R
HAEHFE - AT EEBRREBUT R RS %
SEERYESEAESN(ZF—0F : 56%)
RESHRBATEN LT o MBUT RIRE H R %
B ERINGEEBEAESR(ZT—0F : 5%)
ASEENBRERRE AR E -

Euro BT
Pound Sterling e

2016 2015
—E-RE —T—hF
HK$’000 HK$'000
FHT FAEL
516 1,205

70 108

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk as
the year end exposure does not reflect the exposure during
the year.

Fair value of financial assets and financial
liabilities

The directors consider that the carrying amounts of financial
assets and liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair
values.

6. REVENUE AND SEGMENT INFORMATION
(@) Revenue

Revenue represents the amounts received and
receivable for goods sold and services provided
by the Group to external customers, licensing fees
and leasing income received and receivable, and
dividends received and receivable from the Group’s
strategic investments during the year.

EEERR  BRESMALARERREGINE
[R\BR - Ty ER A B AR L B 3 S R BRI R o

TREEREREEZAVEE

EEARBEHERARNG AV BHREIIRZE
MEERBEZRAEREAHEERS

W=k o EER

(a) W=
Wi FARNEERAIINREFHEE
mERERBZE W REKRKIE B
Wk BT EERARAERA - R
TREAREERIEMIRE 2 B W% AR

B o
/T



6.

REVENUE AND SEGMENT INFORMATION
— continued

Revenue - continued

The revenue of the Group comprises the following:

(a)

(b)

| SEREEKEERAR | ZT—REFH

6. WERDEEHR
=

Q\

W —#
REEZ W EETIISE

2015

—E-hF

HK$'000

FAT

Licensing fees (note) Frerie s (Mis) 2,509,352 824,387
Sales of systems and related products HERG MIEBER 1,322,175 1,528,957
Sales of cultural products HESYLER 1,084,418 3,040,908
Rendering of services TR AR 32,214 152,114
Leasing of systems products HERGEM 25,910 31,364
Dividend income A% 24 A 5,646 32,283
4,979,715 5,610,013

Note: On 6 April 2016, the Group entered into agreements
with various independent third parties granting them
non-exclusive rights to exploit and use the design of
the Group’s systems and networks where the parties
may freely assign, transfer, delegate, sub-contract or
sub-license any of their rights by giving notice to the
Group. The Group received an aggregated income of
HK$2,016,308,000 (2015: nil) and such income was
included in licensing fees income.

Segment information

The operating segments have been identified on
the basis of internal management reports prepared
in accordance with accounting policies conforming
to HKFRSs, which are regularly reviewed by the
executive directors of the Company, for the purpose
of allocating resources to segments and assessing
their performance. Four operating and reportable
segments under HKFRS 8 “Operating Segments” are
identified as follows:

includes income from
trading of cultural

e Sales of cultural products

products
e Systems sales and — includes income from
licensing sales of systems and

related products,
software licensing and
customisation and
provision of related
services

includes income from
leasing of systems
products

includes income from
investments

e |easing of systems
products

e Strategic investments

The accounting policies of the operating and
reportable segments are the same as the Group’s
accounting policies described in note 3. Segment
results represent the (loss)/profit before taxation
earned by each segment, excluding interest income,
finance costs, share of result of a joint venture,
unallocated income and expenses such as central
administration costs and directors’ salaries. This is
the measure reported to the executive directors of
the Company, the chief operating decision makers,
for the purpose of resource allocation and assessment
of segment performance.

(b)

MizE: R-ZT—RFMWANRAE AEEEAS
FBIULE =TT HFR] R R T PI3EE
RENARBERRBASE RS RE
ARG WA T AENEAEE
MERT - BITOR - 8% - £t
DHRBEEEFELE 2R - &
£ EWELE ££2,016,308,0007%8 7T (=
T—hF  \E) 2R AR
RSB EEA o

DEER
REDBIRENE B BN RS LR
ZEEIBURMIE 2 WD E RS A
Al - WHARRIITESEPEHAD
EERT DAL HEERSE - 1ES
B ELRFESH LD IO{E
RERAIREDBEI DL

o HWEMER — BEXERES
ZHN

o EMBEER - BEHERERK

RrRTHE AR -

IR AT R
AR (AR
PRS2 M

s MEESER - EEEEERER
ZHN

o REEIEIRE - BEREZEA

R R A s Az & SR K S
it 2 A B & et R ARR - HIREE
BE DB IREL B AT (B518)
A PEREFSWKA - BBKAK - RS
—HAEBELEEEN RN Z WA LR
(R RITBRALEFHHE) - 1t
TIAARBRTES - T ELERE
E-REZFERN  UHEEEER
DEERFHEDERRE
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6. REVENUE AND SEGMENT INFORMATION

— continued

(b) Segment information - continued

Information regarding the above segments is reported

below:

6. WaEkoEER
— 4
(b) DEER-#
BRI LS EARZRMT -

Sales of Systems  Leasing of
cultural sales and systems Strategic
products licensing products investments  Consolidated

HEXL AAHE HERR R
Em REHE Em RE )
HK$'000 HK$'000 HK$000 HK$'000 HK$'000
THL TR TEL TAR TR

Year ended BE-E-~%

30 June 2016 AAZTHLEE
REVENUE Yezs
External and total revenue HINEE R B 1,084418  3,863,7M 25,910 5646 4979715
RESULTS E3H
Segment result DIEEE 158,488 (87,624) 3511 (105,203) (30,828)
Interest income EL/ON 8,688
Gain on disposal of subsidiaries HEMBLR 2 ME 15,924
Finance costs BIREACR (5,093)
Unallocated expenses, net FOREET—FE (27,387)
Share of result of a joint venture BE—ABENE £ @
Loss before taxation B AEE (38,700)
Year ended Hz-2-1%

30 June 2015 NAZTRLEEE
REVENUE gk
External and total revenue HIMEE R B 3040908 2,505,458 31,364 32283 5610013
RESULTS ES
Segment result PEEE 267,397 (424,911) 2,631 6,644 (148,239)
Interest income FEMA 10,136
Gain on disposal of subsidiaries HENBAR 2 ME 167,704
Finance costs BR A (6,879)
Unallocated expenses, net FOEEY - 38 (8213
Share of result of a joint venture - HMABLE £ (9)
Profit before taxation Sisrnpayil 15,508
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6. REVENUE AND SEGMENT INFORMATION 6. WERksEEHR

— continued —4E

(b) DEER -

(b) Segment information - continued

Sales of Systems  Leasing of
cultural sales and systems Strategic
products licensing products investments  Consolidated
HEXt RHEHE HERK
Em  REEE Efm 3 &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TEL TEx TER
Year ended BE-Z-X%
30 June 2016 AAZTHLESE
Amounts included in the measure of AR BRAs
segment profit or loss: EEzeE
Amortisation and depreciation BERITE 1,300,711 2,326 - 1,303,037
Impairment losses recognised for RER LB
development costs for systems RAFER ZRE
and networks B8 1,548,411 = - 1548411
Impairment losses recognised for RAEEEREMEDR
avaiable-for-sale investments RESR = = 93,084 93,084
Year ended BE-T-1%
30 June 2015 NAZTALEEE
Amounts included in the measure of BRENERFIR
segment profit or loss: BEzeE
Amortisation and depreciation BHERITE 1,347,244 3,305 - 1,350,549
Impairment losses recognised for RERRBEHER
development costs for systems RAFER ZRE
and networks R 10,800 - - 10,800
Impairment loss recognised for goodwill AR ZHESE 36,795 - - 36,79
Impairment losses recognised for deposits 3324 R TEM EEA AR
and prepaid development costs PR ZAERR 201,462 - - 201,462
(Gain on disposal of property, plant TEME  BER
and equipment B paen 220 - - 220

No assets and liabilities are included in segment
reporting as they are not regularly reviewed by the
executive directors of the Company.

AR RARBMITEERARBEERBFEELE
HRE - MARBREMNARD BREAE -
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6. REVENUE AND SEGMENT INFORMATION 6. WakosBEER

— continued —&

(c) Geographical information (c) HEEHR
The following table provides an analysis of the KREESRIREE REEMEMEI D 2
Group’s revenue and non-current assets by location W RIERBEEDETIN T2 -

of customers and by location of assets respectively:

Revenue Non-current assets (note)
Wz FRBEE (i)
Year ended 30 June As at 30 June
BEAB=1THILEE RAB=+1H

2016 2015 2016 2015
—E—XRE —E-AF —E-RE —T—hF
HK$’000 HK$’'000 HK$’000 HK$'000
FHET FAT FiEx FAT

People’s Republic of China A2 A R 1B
(the “PRC"), including (TR B

Hong Kong and Macau BN 2,473,304 4,332,184 79,162 2,924,605
Europe (mainly United BUN(E=EARRE
Kingdom and Germany) REE) 647,610 798,582 31,814 37,371
Japan [SPN 1,056,276 19,110 - 941,591
QOthers Hib 802,525 460,137 1,571 1,494
4,979,715 5,610,013 112,547 3,905,061
Note: Non-current assets exclude the Group’s available-for- MizE : ERDEETEEAEBZAHEEE
sale investments and interest in a joint venture. RER—BEBERE R -
(d) Information about major customers d FEEFZEHR
Revenue from customers of the corresponding years RIS ERAE B HE AFEBIR10%
contributing over 10% of the total sales of the Group are ZEPWEIAT
as follows:
2015
“T-hfF
HK$’000
TAT
Customer A BEA 987,110 -
Customer B ZFB 757,306 -
Both customers contributed revenue from licensing fees. ME B PSR ARG ER ©
7. OTHER INCOME, GAINS AND LOSSES 7. HMWA - WEREE
2015
—T—hF
HK$’000
TAT
Interest income 2 U A 8,688 10,136
Exchange (loss)/gain, net 5 (F518),/ W F 58 (7,472) 6,816
Gain on disposal of property, plant and HEWME  BMENREZ
equipment Wz - 220
Gain on disposal of available-for-sale PEAHBEREY
investments & 224 -
Others p=wi} 3,698 3,745
5,138 20,917
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8. FINANCE COSTS

2

FA SRS

2016 2015
—E-RE —Z-—AF
HK$’000 HK$'000
Fiax FHT
Interest on bank borrowings RITEEZFE 5,093 5875
9. (LOSS)/PROFIT BEFORE TAXATION 9. BRFAT(EE), EF

2016 2015
—g-Af ~T-nfF

HK$°000 HK$'000
TEr TR

(Loss)/profit before taxation has been arrived at B Ei AT (E518), /% FIE

after charging: 0k -
Directors’ remuneration (note 10(a)) EEZME(MF10@) 17,764 15,854
Staff costs excluding directors’ remuneration EERARN(TEEESHE) 104,008 105,947
Retirement benefit scheme contributions other — REFEH B R (E=ZRIN)

than directors’ 5,878 10,092
Total staff costs BB AL 127,650 131,893

Amortisation of development costs for systems — Z#4% 48B4 FIZE Ak AR

and networks, included in direct operating ZEHEGIARE

expenses CERAR) 1,291,013 1,337,721
Depreciation of property, plant and equipment, — #9% - BE&EEZITE

included in general and administrative expenses (5t A—M& R ITEZ HA) 12,024 12,828
Total amortisation and depreciation BRI E B 1,303,037 1,350,549
Auditor’s remuneration ZEE & 5,225 6,578
Cost of inventories recognised as expense BHERAET 2 FERA 1,904,773 3,770,500
Minimum lease payments paid under operating  RBELHED N HERE

leases in respect of: NFEERIE

Rented premises HEWE 4,882 5,017

Motor vehicles HE 2,139 3,950
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10. DIRECTORS’ REMUNERATION 10. EEMEREEH AL
AND INDIVIDUALS WITH HIGHEST
EMOLUMENTS
(a) Directors’ and chief executive’s remuneration (a) EBRITHEARME
Information regarding directors’ emoluments pursuant WRIEFEB N R EHFEI83IE N AT (HE
to Section 383 of the Hong Kong Companies EEMRERDRL - EREFHE 2
Ordinance, Companies (Disclosure of Information BRI -

about Benefit of Directors) Regulation are as follows:
Year ended 30 June 2016 BE-—Z—AEXA=+HLEFE

Performance Retirement
Salaries related benefit Total
and other incentive scheme directors’
Fees benefits payments  contributions  emoluments
¥eR RIERR RABER E=

ik HiERl Bz ES AR MEam
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL TEL TiEx TiEx

(note (i)
(M)
Executive directors HiTEZ
Prof, Paul Kan Man Lok (note (i) SR (BiEE()
— the Company YN - 2,400 5,000 - 7,400
- Kantone -E58 - 57 3,300 - 3,357
- 2,457 8,300 - 10,757
Mr. Leo Kan Kin Leung HERLE
(note () and (i) (R0 RG)
~ the Company YN - 1,320 2,160 18 3,498
- Kantone -ER 5 20 - - 25
5 1,340 2,160 18 3,523
M. Lai Yat Kwong (note (1) BB % %4 ()
~ the Company YN = 891 600 - 1,491
- Kantone -ER - 57 - - 57
- 948 600 - 1,548
Non-executive directors FHTES
Mr. Frank Bleackley (note () Frank Bleackley 7t 2 (Fff3()
~the Company YN 50 50 - - 100
- Kantone -ER 50 50 - - 100
100 100 - - 200
M. Terry John Miler HELE
- the Company YN 50 207 - - 257
Ms. Shirley Ha Suk Ling (note ()~ B9 &L (FitsE()
~the Company YN 5 15 - - 20
—Kantone -EZB - 876 465 18 1,359
5 891 465 18 1,379
Mr. Lee Chi Wah FTEERE
~the Company YN 50 50 - - 100

210 5,993 11,525 36 17,764
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10. DIRECTORS’ REMUNERATION 10. EEMEREEHFALT -~
AND INDIVIDUALS WITH HIGHEST
EMOLUMENTS - continued

(@) Directors’ and chief executive’s remuneration (a) EERITEREARZZME
— continued —iE
Year ended 30 June 2015 HE-_Z—RAF A NA=1+AHLFE

Performance Retirement

Salaries related benefit Total
and other incentive scheme directors’
benefits payments  contributions ~ emoluments
oK j i Bz
& Hitigh % TR ;
HK$'000 HK$'000 HK$'000 HK$'000
AT AT BT AT TAT
(B (i)
Executive directors HTES
Prof. Paul Kan Man Lok (note () S (3R
— the Company YN - 2,400 4,500 - 6,900
- Kantone -Z& - 57 3,000 - 3,067
- 2457 7,500 - 9,957
Mr. Leo Kan Kin Leung BEREE
(notes () and (i) (GEOR)
~ the Company YN - 1,320 2,000 18 3,338
- Kantone -ERA 5 20 - - 25
5 1,340 2,000 18 3,363
M. Lai Yat Kwong (note () A 54 (B30
~the Company YN - 892 660 - 1,552
- Kantone -EA - 57 - - 57
- 949 660 - 1,609
Non-executive directors FHTES
Mr. Frank Bleackley (note () Frank Bleackley 4t 2 (ff3()
~ the Company YN 50 50 - - 100
- Kantone -ER 50 50 - - 100
100 100 - - 200
Mr. Terry John Miller HELAE
~the Company YN 50 207 - - 257
Ms. Shirley Ha Suk Ling (note (1) B (MEEg)
— the Company RAYNGT 5 15 - - 20
- Kantone -Z& 5 234 105 4 348
10 249 105 4 368
Mr. Lee Chi Wah FEERE
~the Company YN 50 50 - - 100
215 5,352 10,265 2 15,854
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10. DIRECTORS’ REMUNERATION
AND INDIVIDUALS WITH HIGHEST
EMOLUMENTS - continued
(@) Directors’ and chief executive’s remuneration

— continued
Notes:

i) The director is also a director of Kantone, which is a
listed subsidiary of the Company during both years.

(ii) Mr. Leo Kan Kin Leung is the Chief Executive Officer
of the Company and his emoluments disclosed above
include those for services rendered by him as the
Chief Executive Officer.

(iii) The performance related incentive payment is
discretionary as recommended by the remuneration
committee of the Company having regard to the
Group'’s financial results and performance of the
directors.

(ivy  The remuneration for non-executive directors
comprises directors’ fees and other emoluments
which vary with the number of committees on which
they serve.

(V) During the year, no emolument was paid by the
Group to any of the directors of the Company as an
inducement to join or upon joining the Group or as
compensation for loss of office (2015: nil). None of
the directors had waived any emoluments in both
years.

(b) Employees with highest emoluments

The five highest paid individuals of the Group
included two (2015: two) directors of the Company.
Details of the emoluments of those directors for the
year ended 30 June 2016 are set out above. The
aggregate emoluments of the remaining three (2015:
three) highest paid employees of the Group, not
being directors of the Company, are as follows:

10. EEERESHFALT-#

() ESERTHRAHZME

—&

Wik -

(i) RREFEN  ZEETREBZE
% - BRAARBZ LTHBAR o

(i) BRREERARAITHRAE - Kb
XEEZHE I EEERTITRER
BTS2

@iy  BRIERBRFERZZSBEHBEEE -
MAARZHMES GE - 2=
AEEFBEERES TERRME

TE o

(v ERTEREZHMEeREERERERE
e BYEFHEZZBSHE
mARRR o

v  FAR AREREAARIEAIESR
SN - ERE AR S B SR N
AREBE 2 HERERAE(=D
—h%F: &)  BEFEA - HEES
BEEFE -

(b) EREFES
AEERARGHALERRERA
(Z2—H% : MB)ARAESE - &S
BE-T— A FAA=tALFEZH
SHERNEX - AREHHBH=2(=
T-AF ZR)ESHEELFAR
RIEE) 2 HemBNT :

2016
i

2015
—T—hF
HK$’'000
FAEL

HK$°000
FTET

Salaries and other benefits e REMER 3,602 3,898
Performance related incentive payments BIERRENzES 1,746 1,452
Retirement benefit scheme contributions RIKEFIF IR 112 385

5,460 5,735

Emoluments of these employees were within the
following bands:

EREZMENF T 5IEE :

Number of employee(s)
EEAE
2016 2015
ZB-XF —T-AF
HK$1,500,001-HK$2,000,000 1,500,001/ 7T — 2,000,000/ 7T 3 2
HK$2,000,001-HK$2,500,000 2,000,001/ 7T — 2,500,000/ 7T 0 1




11. GAIN ON DISPOSAL OF SUBSIDIARIES

On 20 April 2016, the Group agreed to dispose of its
entire interest in Shenzhen Helper Science Development
Company Limited (“Shenzhen Helper”) to an independent
third party for a consideration of RMB9,170,000 (equivalent
to approximately HK$11,076,000), satisfied by the transfer
of shares of Aspire Management Limited (“AML”) at a
value of RMB5,340,000 (equivalent to HK$6,450,000) and
cash of RMB3,830,000 (equivalent to HK$4,626,000). The
completion date of the disposal was 27 April 2016.

As at 27 April 2016, the carrying amount of net assets of
Shenzhen Helper was as follows:

| SEREEKEERAR | ZT—REFH

1. HEMBARZKE

RIBE—RNFNA-1+AH AEBRSHE
HRRYIMEBRRIERAEER AR (NRYE
BDZ2EERTBIE=)  REBAARE
9,170,000[8 (%K 411,076,000/ 7T ) © &
BEE A RY5,340,000E (182 76,450,000
75 7T) 2 Aspire Management Limited([AML])
R D kIR & A R¥3,830,000E (F8ER
4,626,000/ ) B - HEZTKBHA-T
—NFHA=++H-

R=F—AFMA=TLA - RYIEHERE2
AEFENT

HK$'000
FHET
Property, plant and equipment (note 15) ME -~ BE REE(HE15) 2,015
Development costs for systems and networks (note 16) R R A RERA(ME16) 2,371
Trade and other receivables FEWE 5 I HAB R K 13,084
Deposits, bank balances and cash TR BOIEBERS 3,119
Other payables e EARBR K (4,791)
Net assets disposed of ez EEFE 15,798
Cash consideration ReRE 4,626
Consideration satisfied by shares of AML AAMLIR A B 2 R AE 6,450
Release of translation reserve R el (783)
Net assets disposed of FtEZEEFE (15,798)
Non-controlling interest FEHERRAR R A2 17,128
Gain on disposal of subsidiaries HENB A B2 W 11,623
Cash consideration ReRE 4,626
Bank balances and cash disposed of ATt E 2 RITEH IS (3,119)
Net cash inflow arising on disposal HEEEZRERNFE 1,507

As at 27 April 2016, there was an amount of
HK$27,184,000 due to Shenzhen Helper by the Group
which had been eliminated in the Group’s consolidated
financial statements. Such amount was waived upon
disposal of Shenzhen Helper and the gain was included in
the gain on disposal of subsidiaries above.

On 28 June 2016, the Group disposed of Big World
International Limited and its subsidiary (“Big World Group”),
Champion International Investment Limited (“ClI”), Eagle
Landmark Limited (“ELL”"), Good Holdings Limited (“GHL”")
and Peak Vantage Limited (“PVL”) to an independent third
party for cash considerations of HK$50,000, HK$50,000,
HK$50,000, HK$100,000 and HK$50,000 respectively.

RZEBE—XRNEWMWA=-++H  #BH#ER
27,184,000 T2 N EBIEMFRIIMEREERE
RAEELGREMEREFEHE - WIRFREE
FIYNE AR Rk - ARKEE B ER 3
EMBARZIWER o

R-ZE—REXNA-TN\R A&EFEHE
Big World International Limited 5 £ iff & A 7]
([Big World£[® ]) - Champion International
Investment Limited([Cll]) + Eagle Landmark
Limited([ELL ) * Good Holdings Limited
(TGHL)) EPeak Vantage Limited([PVL])¥
BYHE=77 - WeR(EHHIR50,0008 T
50,0007 7T * 50,0007 7T *+ 100,000/ 7t &
50,000 7T °

69



| CHAMPION TECHNOLOGY HOLDINGS LIMITED | ANNUAL REPORT 2016

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBREMEE

30 June 2016 —Z— < XA=1+H

11. GAIN ON DISPOSAL OF SUBSIDIARIES

— continued

As at 28 June 2016, the carrying amount of net liabilities
of Big World Group was HK$4,001,000, representing the
amount of other payables disposed of. The net gain on
disposal of Big World Group amounted to HK$4,051,000.
The net cash inflow arising on the disposal of Big World
Group was HK$50,000.

As at 28 June 2016, the carrying amount of net assets of
Cll, ELL, GHL and PVL was nil. The net gain on disposal of
these subsidiaries was HK$250,000. The net cash inflow
arising on disposal of these subsidiaries was HK$250,000.

On 2 September 2014, the Company disposed of its entire
70.7% equity interest in DIGITALHONGKONG.COM (“Digital
HK”) (now known as Global Strategic Group Limited), a
company with its shares listed on the Growth Enterprise
Market Board of the Exchange, to an independent third
party at a total cash consideration of HK$169,680,000.
The net assets of Digital HK at the date of disposal were as
follows:

1. HEMBAR WS

-
=i

RZZ—R"FNAZT/\H ' Big World5& Bk
M2 & EFE54,001,00087T ° EFBAAT
&2 HapERERFK o & Big World&E B FT8
2 W58 54,051,000 7T - HHEBig World
EEEL 2R R AFEEEA50,000/87T °

RZZE—RFNAZ+/ARB Cll ELL ~ GHL
RPVLERE 2 EEFEAT - HEZSHE
N1 2 W25 %58 5250,000/8 7T ° HEZ
EMB AR EA 2B R AFRE A250,00078
o

RZE—MEAAZR » KARHEERLZ S
FrElE¥R Eh 2 8RB ([8IEEE ) GRTE
IR EEERAR) 22 E70.7%EE T
BN E=H - WE&K{EA169,680,0007 T ©
RHEER  SBESZEEFESIWOT ¢

HK$'000
T

Trade and other receivables FEWE 5 R E MR 127
Bank balances and cash RITER RS 2,902
Other payables FERTE A BE TR (235)
Net assets disposed of ez EEFE 2,794
Cash consideration HeERE 169,680
Net assets disposed of FtEzEEFE (2,794)
Non-controlling interest IR AR B A RS 818
Gain on disposal of subsidiaries HERB AR W 167,704
Cash consideration ReRE 169,680
Bank balances and cash disposed of ATt E 2 RITEHB IS (2,902)
Net cash inflow arising on disposal HEEEZRERNFE 166,778
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12. TAXATION 12. #1\
2016 2015
—E-RE —T-hF
HK$’000 HK$'000
FHERT FET
Taxation comprises: BIEERE
Enterprise Income Tax in the PRC ALz (S EFTEH = 2,205
Under the Law of the PRC on Enterprise Income Tax (the RiEFE AR MBS EERE(DEMS
“EIT Law”) and Implementation Regulation of the EIT Law, R D) RIEEFREFREBRES - RRZHE
the tax rate of the PRC subsidiaries is 25% for both years. RNAEIRMFE AN 2 BRI /25% °
Hong Kong Profits Tax is calculated at 16.5% (2015: EBFFTR TIOR8 BB 2 b5t R R AR
16.5%) on the estimated assessable profits derived from 16.5%(—Z—AF : 16.5%) 2 RHHE - B
Hong Kong. There was no estimated assessable profit for MER - SEEBFEGH LA ERTOER o
Hong Kong Profits Tax for both years. Taxation in other Hh RE MR 2 FTE TR R Al A MR % 5 £
jurisdictions is calculated at the rates prevailing in the RzBREHE -

respective jurisdictions.

The low effective tax rate is attributable to the fact that a BEEBERREZREANEE KRS D HFIBLIE
substantial portion of the Group’s profit neither arose in, REBRI - MEREES - WBEBRDE
nor was derived from, Hong Kong and was accordingly not FER - ML EEMEERERRPIPAERIEL
subject to Hong Kong Profits Tax and such profit was either AR E M RAM & SN FIE -

exempt from Macau income tax or not subject to taxation in
any other jurisdictions.
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12. TAXATION - continued 12. BB #
The taxation for the year can be reconciled to the (loss)/ AREEZMEBEREAESEHEM2EKES XY
profit before taxation per the consolidated statement of BREL AT (E18), aFBRT

profit or loss and other comprehensive income as follows:

2016 2015
—2-Af —T-A%

HK$’000 HK$'000
FTER FET

(Loss)/profit before taxation BREAT (&), % H (38,700) 15,508

Tax at Hong Kong Profits Tax rate of 16.5% BEENETE16.5%

72

(2015: 16.5%) (ZZT—AF 1 16.5%):tH 2 HE (6,386) 2,559
Effect of different tax rates of subsidiary REMANEREE ZHBRRIZ

operating in other jurisdiction TRBE &2 81 749
Tax effect of profit exempted or not subject to REMANAREERCHFH L BA

taxation in other jurisdiction RBRF B (13,060) (2,666)
Tax effect of expenses not deductible for BERBEE MRz A2

tax purposes Bgge 41,353 27,496
Tax effect of income not taxable for BERFE B OEHR 2 B/AZ

tax purposes b7 (31,239) (36,287)
Tax effect of tax losses not recognised RERBEBR B G 2 11,395 10,677
Tax effect of share of result of a joint venture BIE—ERECEXFE I HBTE 1 1
Utilisation of tax losses previously not recognised &b B K ¥R 2 BiIBEIE (2,806) (151)
Others Hil 661 173
Taxation for the year REF 2B - 2,205

13. DIVIDENDS
No dividend was paid or proposed during the year ended
30 June 2016 nor has any dividend been proposed since
the end of reporting period (2015: nil).

14. (LOSS)/EARNINGS PER SHARE

The calculation of basic (loss)/earnings per share is
based on the loss for the year attributable to owners
of the Company of HK$28,590,000 (2015: profit of
HK$7,382,000) and on the weighted average number of
shares of 6,331,789,000 shares (2015: 6,331,789,000
shares) in issue.

Diluted (loss)/earnings per share for the two years ended
30 June 2016 were the same as the basic (loss)/earnings
per share as there were no potential ordinary shares
outstanding during both years.

13.

14.

R
BE-TAFAASHELFE  YREE
HRFEREARE - BRE TR ITRE
HERRAMRE(ZT—A%F : §) -

SR (E58), BR
BRER(ERER) /B TRERFEEARF]
B AJE {5 E51828,590,0008 L (— T —H
£ %K A7,382,00058 7T ) & B BT 2 N
TRt B 6,331,789,0000% (= E—H 4 :
6,331,789,0000% )5+ & -

B AN BB R T EE - HRE
E-T-RNEANA=ZTHLEMEFEAZZK
wEE(EHR)/ BRREEGRER(ER), &F
R



15. PROPERTY, PLANT AND EQUIPMENT

15. "% - MENKE
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Plant and
machinery
Land and Furniture
and  communications and Motor
buildings networks fixtures vehicles Total
BE - #e
T REF RBERE GRREE RE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAL TAL AL
CosT KAE
At 30 June 2014 RZZE—MF A=1+H 60,546 1,042,821 16,883 8,149 1,128,399
Currency realignment BEE 3¢ 8 (4,006) (32,781) - - (36,787)
Additions NE - 11,658 - 1,464 13,122
Disposals/written off HE#sH - (7,559) ) (515) (8,081)
At 30 June 2015 RZT—RFAA=1H 56,540 1,014,139 16,876 9,098 1,096,653
Currency realignment BEE 3 B (2,381) (51,598) - - (53,979)
Additions wE - 10,083 - 518 10,601
Disposals/written off HE (14,794)  (492,776) - - (507,570)
Disposal of subsidiaries (note 11)  H&MBAF (FFE11) - (3,664) - - (3,664)
At 30 June 2016 RZB-REXA=1+H 39,365 476,184 16,876 9,616 542,041
DEPRECIATION AND IMPAIRMENT 47 & K JRi{E
At 30 June 2014 RZZE—WFAA=1H 34,011 1,010,820 16,827 8,142 1,069,800
Currency realignment BEE 3 %8 (2,512) (29,986) - - (32,498)
Provided for the year FREE 973 11,719 45 91 12,828
Eliminated on disposals/written off % /#fi$5 8% - (7,545) (7) (515) (8,067)
At 30 June 2015 RZZE—RF A=1H 32,472 985,008 16,865 7,718 1,042,063
Currency realignment BEE 3¢ (1,097) (47,587) - - (48,684)
Provided for the year FEREE 897 10,660 4 463 12,024
Eliminated on disposals/written off & /#fi #5E % (14,794) (492,565) - - (507,359)
Disposal of subsidiaries (note 11) &M B AR (MzE11) - (1,649) - - (1,649)
At 30 June 2016 RZBE—-XREXA=TH 17,478 453,867 16,869 8,181 496,395
CARRYING VALUES IREE
At 30 June 2016 RZE-XREXA=TH 21,887 22,317 7 1,435 45,646
At 30 June 2015 RZE—RE A=1H 24,068 29,131 11 1,380 54,590
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15. PROPERTY, PLANT AND EQUIPMENT 15. W% - BMERRE
— continued —&
2016 2015
—E-RE —ZT—hF
HK$’000 HK$'000
FTHET FHL
The carrying values of the Group’s property REE Y FEEREE
interests comprise: BIE
Freehold properties held outside Hong Kong REBUINREFE KA LR E 11,248 12,773
Leasehold properties: HEWE -
Held in Hong Kong NEEEE
— long leases —REIRY 7,294 7,345
— medium term leases — R 1,628 2,062
Held outside Hong Kong RBEBIMEESHE
— long leases (note) —REIRH () 90 135
— medium term leases (note) — R () 1,627 1,753
21,887 24,068

Note:

Owner-occupied leasehold land is included in property, plant
and equipment as the allocations between the land and
buildings elements cannot be made reliably.

The Group leased equipment to customers on operating
leases terms. The carrying value of such equipment, which
was included in plant and machinery and communications
networks, was as follows:

Mk - AR RBFRO TR EME D - HA
ANERZBET B AYE - BERRE -

AEEZEEHENAMERBTES - AH
REZEEEDFABE - #3BERRK

W REFINT

2016 2015

ZE-XRE —ZT—h%F

HK$’000 HK$'000

THERT TAT

At cost AR 64,469 76,714
Less: accumulated depreciation W BEITE (63,873) (76,456)
Carrying value REE 596 258




16. DEVELOPMENT COSTS FOR SYSTEMS AND
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6. R R AEBABEAA

NETWORKS
2016 2015
—E-RF —T-RF
HK$’000 HK$'000
FTET FAT
COST DN
At beginning of the year 1) 14,616,880 13,370,577
Currency realignment fE A% (908) (5)
Addition RNE - 1,038
Transferred from deposits and BELe R
prepaid development costs FER B = 1,247,220
Written off 58 (826,824) (1,950)
Disposal of a subsidiary (note 11) HE—FRHBARMEI) (19,205) -
At end of the year FiE 13,769,943 14,616,880
AMORTISATION AND IMPAIRMENT BELRE
At beginning of the year F1) 11,708,001 10,361,439
Currency realignment IE 5 % (725) 9
Provided for the year FREHE 1,291,013 1,337,721
Impairment losses recognised DREARERE 1,548,411 10,800
Written off Higs (826,824) (1,950)
Disposal of a subsidiary (note 11) HeE—EIB AR 1) (16,834) -
At end of the year FiE 13,703,042 11,708,001
CARRYING VALUE BRMAE
At end of the year FiE 66,901 2,908,879

Development costs for systems and networks include all
direct costs incurred in setting up and development of
systems and networks. The Group’s development costs for
systems and networks are amortised over the estimated
economic useful lives of a maximum of five years.

During the year ended 30 June 2015, management
conducted a review of the Group’s development costs
for systems and networks in light of the poor market
condition. As at 30 June 2015, included in the Group’s
development costs for systems and networks was an
investment in the In-Car Telematics Solution project with a
carrying value of HK$1,653,371,000. The project aims to
install in-car telematics solutions to prevent drunk driving.
The management initially expected the project to be
gradually launched into the market. However, this has not
happened. It is the management’s opinion that a slowdown
in business growth in general for the auto industry and a
longer than expected time for market participants such as
car manufacturers, and governments, to embrace such
telematics have caused the delay in launch of the product
into the market. In 2015, due to further delay in launching of
this project as a result of poor market condition, the Group
had revised certain assumptions, including the expected
sales quantity and price, used for developing its budget
and estimated cash flows for the In-Car Telematics Solution
project.

ER MR A BRI MFAR RGN
MZETEEERA - AREZ R R AR
BRAIRIEFHE B FE A 3 (RZ0F) T AR
35

BE_T-—AE~A=1THILEE BEEE
RITRRES AR EE 2 Rg R ABE IR A%
TEH - R-E—RFENA=1TH st AKE
ERG RN SERREEARS
I E R EARMEA1,653,371,000/8 7T © %
HE BELEREREEEMATER - LAFHLE
frmEs - EBERBHESAMSHEZE
B MXWRERK - EIREBRARNAETEZ
ESISREBENE  mMABLERMBNST
B2 REENERREE SRR ZHHERER
K EYEREEHEETS - —2—1F &
RTTREBERE —SEEHBEHZEBEE A%
EEEAETRR(SEBHEERER) A
MAEREEEEASRBEEH EHEBE KRG
RS ©
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16.

DEVELOPMENT COSTS FOR SYSTEMS AND
NETWORKS - continued

As at 30 June 2015, the carrying amount of development
costs was written down to their recoverable amount of
HK$2,908,879,000. An impairment loss of HK$10,800,000
was recognised during the year ended 30 June 2015 after
management’s assessment on individual systems and
networks. The estimate of recoverable amount was based
on the value in use method using the estimated future cash
flows covering a period of 3 to 5 years and discount rate
ranging from 10% to 25%.

During the year ended 30 June 2016, due to the continued
poor market condition, management conducted a strategic
review of the Group’s system sales and licensing segment
business. On 6 April 2016, the Group entered into
agreements with various independent third parties granting
them non-exclusive rights to exploit and use the design of
certain of the Group’s developed systems and networks for
a total consideration of HK$2,016,308,000, which has been
included in revenue for the year. The Group retains its non-
exclusive rights to sell those products.

Due to the arrangement of the grant of non-exclusive
exploitation and design usage rights, the Group has revised
certain assumptions, including the expected sales quantity
and price, used for developing its budget and estimated
cash flows for the development costs for system and
networks. The recoverable amount based on the value in
use method using the revised estimated cash flow was
estimated at HK$66,901,000 and an impairment loss of
HK$1,548,411,000 was recognised in profit or loss. The
estimated cash flows forecasts from the project covered
a period of 1 to 3 years and was discounted at a rate of
10% to 25% based on financial budgets approved by
management.

16.

AR BRERRAS -2

R-ZZT—RFNA=1TH BAEXAZEER
B HUR = & 7] Uk [B] & 52,908,879,000/8 7T ©
BE_Z-—RAEXNA=+THIFE EEE
HEB RS R AEETIHERERREERE
10,800,000/ 7T ° A UK [E1 428 J5 LA BB Rt
BEFARBERE=EAF 2 AR TBEREN
T10%E25% 2 AR RIEHHE -

BE_Z—R"FRA=THLFE AT
FAERSS - BREEHAKERRHE MAFTTE
DRREETRIEEERN - R FOA
NA ARERSERBEIE =B BHERT
b PIFEIB S HE I LA B 3 S R BB 0 A SR Bl 3%
EH B RE - BB R2,016,308,000%
T BRTARNFEWE - AEBREHHEEL
FEmMIIFBRER -

EREREIEER S REREHEREN 2 25
AEEEBIETRI(RIEEHREERE
1) - A RMEFEAANG EBE Kb
e - WERBEEREEEFRE
G s el 4 58 466,901,000/ 7T @ JREEE
1,548,411,000/8 L E R B ER © B 5T
BERABARE—ZE=F  WIRETEBIZX
7 B TAE IR N FA0% 2 25%LE AL o
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17. GOODWILL 17. &
Goodwill acquired in a business combination is allocated, EEAGAIREmERKER  EEE G/
at acquisition, to the cash generating unit (‘CGU”) related MEFLERG SIRER ([BFIRER I
to the provision of e-lottery services, which is included in AZRGHERKFTREIE - BEZT—RFN
the systems sales and licensing segment. Movement of R=1+HIEEE/mE 2 ESHNT -

goodwill during the year ended 30 June 2015 is as follows:

HK$'000
THRT

At1 July 2014 R-ZE—MNE+H—H 36,795
Impairment losses recognised BRERRERIE (36,795)
At 30 June 2015 —HRENA=1H -

The recoverable amount of the CGU is determined from
value in use calculations. The key assumptions for the value
in use calculations are those regarding the discount rate,
growth rate and expected changes to commission rate
and direct costs during the period. Management estimates
discount rate using pre-tax rate that reflect current market
assessments of the time value of money and the risks
specific to the CGU. The growth rate is based on industry
growth forecasts. Changes in commission rate and direct
costs are based on past practices and expectations of
future changes in the market.

During the year ended 30 June 2015, the Group had
performed impairment review for goodwill based on cash
flow forecasts derived from the most recent financial
budgets and projected for the next three years based on
remaining life of respective license, taken into account
renewed license period, and discounted at a rate of 20%
per annum which reflects current market assessments of
the time value of money and the risks specific to the CGU.
The directors of the Company are of the opinion that the
demand for e-lottery services will decrease in coming years.
Accordingly, impairment losses of HK$36,795,000 have
been recognised after management’s assessment on the
CGU.

During the year ended 30 June 2016, the Group had
terminated its e-lottery business.

BB 7 REE R AEREEFEEE
E o EAEEAEEZEIERBSRPAZE
BE BERRYRASR R B Z RS
8- EEECBARRE R MSMT GRS
RSB e B3R BB < 5 TE BB 2 B A N R S B 3R
RIERGE - BREUITEIERIDBAEE -
ﬁ@z‘é&Ehdﬂzz!&z“”E)JJ:M@ETEW‘J&?E,HE?R
K5 R BEE o

HEZT-AFAA=-TAHLEFE  AEEIR
TR B Bl E IS TR H W AR IR A AT AT FIBR
H (R RAF T BB RT B 3 P i st 2 AR =31
SRIEA - WIRF] R E A5 A 2 ek
BEREREMFERRETF20%2BRE -
HRBETRESRN - ARAFEERE 3?%715
HFENHETEERE 2H KB -

Ut - KEREI SR EMNE ﬁ@wﬁiﬁﬁiﬂa
36,795,000/ ¢ ©

HEZZT-—ARFAA=THILFE  X&EEB
RIPHEFHRER -

77



| CHAMPION TECHNOLOGY HOLDINGS LIMITED | ANNUAL REPORT 2016

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBREMEE

30 June 2016 —Z— < XA=1+H

18. AItHERE

18. AVAILABLE-FOR-SALE INVESTMENTS

78

2016 2015

—E-RE —ZT-—AF

HK$°000 HK$’000

TiEx TAT

Unlisted equity securities, at cost EETIRAES - B ANE 518,480 635,248
Impairment loss recognised BHRZREER (100,184) (7,100)
418,296 628,148

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

During the year ended 30 June 2016, the Group had
disposed of certain unlisted investments with a carrying
amount of HK$116,768,000 to independent third parties at
an aggregate cash consideration of HK$116,992,000. As a
result, a gain on disposal of available-for-sale investments
of HK$224,000 was recognised in profit or loss.

During the year ended 30 June 2016, management
had assessed the recoverable amount of the available-
for-sale investments, which was determined using the
recent transaction price that approximates the carrying
amount of net asset of the entities. The available-for-
sale investments are written down to their recoverable
amount of HK$418,296,000 and an impairment loss of
HK$93,084,000 was charged to profit or loss.

19. INTEREST IN A JOINT VENTURE

FEETBARE RN BB AIME R MK -
YRERFHR R EEXFERBIERE LA
BERMABT I LTRAEZ ZRE - ZER
AR E PR AR RRAMER R 2R ER
BiE MDARABATEEGEEEERE
R EEERRARGEAFEHAEEAFEE-

BE_ZT—REXNA=THLLEE A£ERA
B %= HHERMEER116,768,0008 T2
BTAREMRE 837 $RE%116,992,000
B Bt HETHREERE 2 KE
224,000/ L E R IEER ©

BE_Z-RFRAA=THLEFE  EBEFT
EAIHHEREZAIRE SR - WIARERS
BEREERE NI SEREE - AJHHE
B MORL = H R] Y Bl € %H 418,296,000 7T
B ET1593,084,000/8 7 2 A Bz HIBR ©

19. R—HEeELECER

2016 2015

—E—XE —Z—FRF

HK$’000 HK$'000

FTHET FHT

Cost of unlisted investment in a joint venture R—EEELEZIFLETEERE 500 500
Share of post-acquisition loss FER U BB 518 37) (33)
463 467




19. INTEREST IN A JOINT VENTURE - continued

Particulars of the Group’s joint venture at 30 June 2016 and
2015 are as follows:

Principal
Place of place of
incorporation operation
R FE
S 3 2 it 2

Class of
shares held
figaE

i 4348 5l

Name of company

Hungary Hongkong
Innovation Investment
Limited (“Hungary
Hongkong”)

Hong Kong Hong Kong Ordinary

WIEMELEF  BA FB EimA
REARAA]
(M MEE])

Hungary Hongkong, the only joint venture in which the
Group participates, is an unlisted corporate entity whose
quoted market price is not available.

Summarised financial information in respect of the
Group’s interest in a joint venture, which is prepared using
accounting policies in conformity with the accounting
policies adopted by the Group and accounted for using the
equity method, is set out below:

| SEREEKEERAR | ZT—REFH

19. A—HeELEELE &
RIZE—RER-_ZT—AFE~A=1THAEE
ZHEBREZFBNOT

Proportion of nominal value of
issued capital held
by the Group
FEEFEERT
MR A TE{E 2 Lol
2016 2015
—E-RXE —ZT—HF

Principal activity

FEEK

50% 50%  Provision of promoting,
developing and
marketing services for
innovative products
and solutions

REBERIAR
REHEE - FE R
5 HE R

FLEMEEERNITNEEAAEEE 20
ZRARE  HUBEMISHRE -

AEBR—HEECEC S VBERBE
IRBESFTIR A 2 @5 IRER - TR AN BT
M2 EHHE B WARSEAR - EHE
HHT ¢

2016 2015

—E-KE —T-HF

HK$°000 HK$’000

FTHET T

Total assets EEHE 938 947
Total liabilities BEBE (12) 12)
926 935

Revenue Wi - -
Loss and total comprehensive loss for the year — ANFEEE N2 HEEBEEE 9) ®)
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20. DEPOSITS AND PREPAID DEVELOPMENT 20. e RFAENBEEHRAK
COSTS
At the end of each reporting period, the management NERERTHEE  BEEeUAEE 2 RS
would conduct a review of the Group’s deposits and RIEFABEKAETER BE-_T—HFN
prepaid development costs. During the year ended 30 June R=+BIEFE B EFEETREIERTEE
2015, in light of the delayed commencement of certain HE @ BIEERLKXEFEREEE 2G5 E
technology projects from prior year, the management had $%8 0 BSOS RIENBEERAELRBIE -
determined that certain deposits and prepaid development £ REE BB ME R KR © miRERI5%0G
costs were impaired based on the estimated recoverable RETE #H#HE_T—AFA=TAHLFE -
amounts with reference to their values in use. The value in BEFHEBEGLE  EEEBERAREEEAE
use was determined based on the estimated future cash 201,462,000/ 7T ©
flows discounted at a rate of 25% per annum. Based on the
value in use estimation, management has determined an
impairment loss of HK$201,462,000 was recognised during
the year ended 30 June 2015.
During the year ended 30 June 2016, such remaining HEZZ-—XR"EA=ZTHLEE X5
deposits and prepaid development costs amounting HHAEREZSTHE LFANFBEK AT
to HK$941,592,000 had been refunded from the 941,592,000/ T °
counterparties.

21. INVENTORIES 21. ®&

2016 2015

—E-RE —T—hF

HK$’000 HK$’'000

FTERT FAT

Raw materials B 6,578 9,840
Work in progress S 4,243 4,901
Finished goods (note) SUpK o (Pt 33 8,544,330 5,852
8,555,151 20,593

Note: Included in finished goods are cultural products of
HK$8,536,913,000 (2015: nil) which are ready for trading.

MeE: 2 M EAERSZXLE S
8,536,913,0008L( =T —HF : &) o



22. TRADE AND OTHER RECEIVABLES
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22. BIWE 5 Kk EABRRRK

2016 2015

—E-RE —Z-—AF

HK$’000 HK$'000

Fiax FAT

Trade receivables JEUE HERAK 23,744 838,419
Advances to suppliers TR B RIE = 3,757,921
Other receivables FEE A BRX 13,070 28,127
36,814 4,624,467

The Group maintains a well-defined credit policy regarding
its trade customers depending on their credit worthiness,
nature of services and products, industry practice and
condition of the market with credit period ranging from
30 days to 180 days. The advances to suppliers and
other receivables are unsecured, non-interest bearing and
refundable, and are expected to be realised in the next
twelve months from the end of the reporting period.

The aged analysis of trade receivables presented based
on the invoice date at the end of the reporting period is as

AEEREBESEPETHARZEEBCR - R
BREZER  REMERZEE - TARK
EmsERTE TEENFI0HE180R 215
B - R ER SR R B E A AR R
- DEERARE - WIRFT RIS HEER
TEARNER -

FEWE BRI E AR RIEERER 2
FRECDMT25IEAT :

follows:
2016 2015
—E-XRE —ZT—hHF
HK$°000 HK$’'000
FTET THT
0-60 days 0-60H 20,682 342,819
61-90 days 61-90H 158 265,084
91-180 days 91-180H 2,904 230,516
23,744 838,419

Before accepting any new customer, the Group’s finance
and sales management team would assess the potential
customer’s credit quality and define the credit limit for the
customers. Limits attributable to customers are reviewed
regularly with reference to past settlement history. The
Group’s finance and sales management team considers
trade receivables that are neither past due nor impaired to
be of good credit quality as continuous repayment have
been received.

RENEAHELH  AEEZHBEREEE
BEGEHHEERPLEREESR  URER
FZEER BTEPZEERSE2TRER
ARACERE ETTER - REPRKEEENR
REBZHBRHEEEBFRRABHRAK
HEZEKEZRFREBRFEEER
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22.

23.

24,

TRADE AND OTHER RECEIVABLES - continued
The ageing analysis of trade receivable that are neither
individually nor collectively considered to be impaired are as
follows:

22

PR E 5 I ELA AR — =
BRI AT ATMERE 2 U E 58502
BREEAITIOT :

2016 2015

—2-XF =%

HK$’000 HK$'000

FHT FAEL

Neither past due nor impaired BERBE TR ARRE 20,682 92,215
Less than 1 month past due BELR—EA 3,062 252,035
1 to 3 months past due BH—==fA - 494,169
3,062 746,204

23,744 838,419

DEPOSITS, BANK BALANCES AND CASH
The deposits, bank balances and cash comprises short-
term deposits with maturity of three months or less and
cash held by the Group.

Certain bank balances and cash of HK$22,631,000 (2015:
HK$34,066,000) were denominated in Renminbi (‘RMB”),
which is not freely convertible currency in the international
market. The exchange rate of RMB is determined by the
Government of the PRC and the remittance of these funds
out of the PRC is subject to exchange restrictions imposed
by the Government of the PRC.

TRADE AND OTHER PAYABLES

As at 30 June 2016, the balance of trade and other
payables included trade payables of HK$11,059,000 (2015:
HK$72,117,000). The aged analysis of trade payables
presented based on the invoice date at the end of the
reporting period is as follows:

23.

24.

B RITEBRRES
BH - ROBBRASREHNEA=EAR
DRz ERERRAREREZ RS -

A#122,631,00078 7T (ZF—H4F : 34,066,000
B ZETRITEBR IR TIAARE (A
R#& FHE - MARELIEATRBETS A
gz G o AREEZRPEIBFEE @ &
HEEHZEESAXTRRNERINEE
HFTARER

B E 5 R HEAMBRRK
RZZ—REXNA=Z1H BNESREAME
R EEERBIE11,059,0008 T( —E—RF ¢
72,117,0007%87C) 2 BN B SRR - BN E 5
AR A T o5 BT AE PR AR IR B 22 B B 2 BRER D AT
Z5T ¢

2016 2015

—E-RE —T-hF

HK$’000 HK$'000

FHT FAEL

0-60 days 0-60H 11,059 24,146
61-90 days 61-90H - 6,440
91-180 days 91-180H - 40,635
> 180 days >180H - 896
11,059 72,117

The credit period for purchases of goods ranged from 30
days to 60 days.

Other payables mainly represent receipts in advance and
accruals.

BEEMZEERNFI0HZER °

e EMRRERRTRMRIBRTRRRER -



25. WARRANTY PROVISION
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25. RERE

2016 2015

—E2-XE —T-ARF

HK$’000 HK$’000

TERT FHBT

At 1 July wtA—H 1,074 1,294
Currency realignment fE 5 A% (45) (229)
Provided during the year FEREE 26 979
Utilised during the year FRTEH = (970)
At 30 June RAA=1H 1,055 1,074

The warranty provision represents the management’s best
estimate of the Group’s liability under 12-month warranties
granted on manufactured products, based on prior
experience and industry average for defective products.

26. BANK BORROWINGS

The bank borrowings are repayable as follows:

RERBEEEZEREBELRIENE AR
EERZBEHE e THERR T —EAAR
&M A S B B EAREED 2 KEE

26. $RITEE

2016
—B-RE

2015
—T-hF
HK$’'000
FAT

HK$°000
FER

REEZRITEENT

On demand or within one year BB —FNEER 194,677 191,720
After one year but within two years —FREMFA 3,677 4,357
After two years but within five years WEEBRER = 4,356
198,354 200,433

Less: amount due within one year shown under & : RENEBEE TR —FR
current liabilities bl et (194,677) (191,720)
Amount due after one year N—FREBHE5 3,677 8,713

The bank loans bear variable interest ranging from 2.7% to
3.1% (2015: 2.2% to 3.2%) per annum. All bank loans are
unsecured.

RITEFRNF27ERI1E(ZF—1F:
22BE32[E) ZFBFNEE - AR
B REER -
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27. RETIREMENT BENEFIT SCHEMES 27. EBIKERETE

2016
=t Y-

2015
—T—hHF
HK$'000
FHT

HK$'000
TET

Retirement benefit contributions to the Group's  [AANEE 7 FRE Mt HE 2 M2

84

defined contribution scheme RIREFHER 1,219 1,560
Retirement benefit contributions to the Group’s  [AIZAREE 2 FEEAM SN2
defined benefit scheme RIRBFIER 4,695 8,554
5914 10,114
(a) Defined contribution scheme (a) EFEMIETE

Certain subsidiaries of the Company participate in
a retirement benefit scheme covering a portion of
their employees. The assets of the scheme are held
separately from those of the Group in funds under the
control of independent trustees.

Commencing from December 2000, the Group
enrolled all eligible employees in Hong Kong into
the MPF Scheme. The retirement benefit cost of the
MPF Scheme charged to the profit or loss represents
contributions to the MPF Scheme by the Group at
rates specified in the rules of the MPF Scheme.

The employees of the Group’s subsidiaries in
the PRC are members of government-managed
retirement benefit scheme operated by the respective
local government in the PRC. The Group is required
to contribute a specified percentage of payroll costs
to the retirement benefit scheme to fund the benefits.
The only obligation of the Group with respect to the
retirement benefit scheme is to make the specified
contributions.

During the year, the total expense recognised in
profit or loss of HK$1,219,000 (2015: HK$1,560,000)
represents contributions payable to these schemes
by the Group at rates specifies in the rules of the
schemes.

KRRETETHBRARARESIEES
H—TERNEMETE - ZERBIZEE
EREEEESRSE  UERHE
URFEABRSZESNA -

“ETRTEF AR ARERER
BB ZMAREREEREMELZHER
B2 E - RERNE BB IR
RIBRRAE AR B IRBESFBIRE
Z LRSS S B 2 AR o

AEERHEZBARES RTEA
33 77 TR & 9% 2 TR B B AR R AR A
FHEIKE - ARBANEEAAL 2T
BRARZE KRB BIELHET - B
ZERAEHRES - (FHEEEHKTIA
S BB IR AR5t ) 2 ME—AIE o

FR - RIBEERZH X 1,219,000
BIL(—ZT—FAE : 1,560,000 7T ) A
AEBIZZSFERARE 2 bR+
BIVEH Z R R -



27. RETIREMENT BENEFIT SCHEMES - continued

(b)

Defined benefit scheme

Certain subsidiaries of the Company operate a self-
administered and funded pension scheme. The
scheme provides defined pension benefits with
reference to the final salary of the members at
retirement and their length of service. The scheme is
closed to new members.

The contributions which are determined by a qualified
actuary on the basis of triennial valuations using
the projected unit credit method are charged to the
profit or loss. Under the scheme, the employees are
entitled to a pension between 1.67% and 2.50%
of final salary for each year of pensionable service
at an age of 65. No other post-retirement benefits
are provided. The most recent actuarial valuations
of scheme assets and the present value of the
defined benefit obligations were at 30 June 2016 and
were prepared by qualified staff of Punter Southall
Limited, Mr. Adam Stanley, Fellow of the Institute of
Actuaries, for the accounting reporting purpose. The
assumptions which have the most significant effect
on the results of the valuation are those relating to
the rate of return on investments and the rates of
increase in salaries, pensions and share dividends.

The main actuarial assumptions used were as follows:

Discount rate BEIR X
Expected rate of salary increase TR & TR
Future pension increases RIBIRETHE

| SEREEKEERAR | ZT—REFH

27. RAEREE =

(b)

EEEANE
ARRETETFHBA AR —IBAET
BIE RERZRNBRIEHE - L3817
1218 B RO IR 2 B4 HT BN B L AR A 4
BB 2 ERRRINIER] - LAt BIE TR
FHRELHE -

BIEAERBEMEB = FREFENE
EETTEEBE CHR - TITRiEET
Bk o RIBFLLETE - EE —RAIRNFE
655N BEURIKE - SEN T HKRF S
1.67%Z2.50% 1% Al RN 7 RIS E
HEFE - AEEWEBHEMEBNK
1B1B8F| o fi 2 5T EIE = I E B AR R A
EREZEEGEEIRZE—F A
=+ B #1773 FPunter Southall Limited
Z A& EB TAdam Stanleye 4 (185
REESERKE )RR - LEETE
AMmESEE HhEERSZEETEY
BEDBBARELRERET©  BRE
NGB 7 FHiE o

PRz EERBERRMT

At 30 June 2016 At 30 June 2015
R=B—~%F R=Z—R%F
AA=+H NA=TH
3.00% 3.80%

3.10% 3.40%

2.95% 3.20%

The actuarial valuation updated to 30 June 2016 by
Mr. Adam Stanley showed that the market value of
the scheme assets was HK$348,512,000 (2015:
HK$372,064,000) and that the actuarial value of
these assets represented 86% (2015: 82%) of the
benefits that had accrued to members.

Adam StanleyE A EFHE —ZT—/NF N
B=+tBZRBEHMERR  ;F8EEZ
1B A348,512,000/8 T0(— T — A F
372,064,000/7T) * M EEEZEE
BERL2HEEESGSERNZ86%(=Z
—FEF :82%) °
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27. RETIREMENT BENEFIT SCHEMES - continued ~ 27. BAEFGTE-#

(b) Defined benefit scheme — continued (b) TEFEBAFE-#
Amounts recognised in the consolidated statement MEERIBRARFTEIRGE B REM
of profit or loss and other comprehensive income in FHEBRRPERZSEAT :
respect of the defined benefit pension plans are as
follows:

2016 2015

it S-S TR

HK$’000 HK$'000

FHERT FHr

Current service cost BITIRIEB AR (301) (3,451)
Scheme administrative costs SHEIFTBA AR (1,665) (1,395)
Net interest expense FERYL TR (2,729) (3,708)

Components of defined benefit costs recognised 18252 2 E 712
in profit or loss (included in general and AR
administrative expenses) (FFA—MRITHEH) (4,695) (8,554)

Remeasurement on the net defined benefit ST ETEEF AR

liability: FEE
Return on plan assets (excluding amounts  5tZIE&E 7 B (T EIES

included in net interest expense) SAFFERTZE5) 38,358 34,770
Actuarial gains arising from changes in AOBRREFIEL L

demographic assumptions BE 4,684 441
Actuarial losses arising from changes in MBRRZESMEE L

financial assumptions REEE (44,545) (28,773)
Actuarial gains/(losses) arising from RARMEL ZIEE

experience adjustments Wi/ (B51E) 7,158 (1,297)

Components of defined benefit costs recognised 7 E /) 2 [ 25 727

in other comprehensive income 2 ERRAR AR LD 5,655 5,141
Total skl 960 (3,413)
The amount included in the consolidated statement of AEBE A E ARG & 2 A e E
financial position arising from the Group’s obligations E2@BEEFAZEM BT - &l

in respect of its defined benefit pension plans is as I

follows:

2016 2015
—E-RE —T—hF
HK$°000 HK$'000
FTHER FAT
Fair value of scheme assets FHEEECATER 348,512 372,064
Present value of funded obligations BeAiEZEE (406,333) (452,675)

Net liability arising from defined benefit FERTREREEY
obligation BE%E (57,821) (80,611)
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27. RETIREMENT BENEFIT SCHEMES - continuved ~ 27. ERIKERIFTE -2
(b) Defined benefit scheme - continued (b) EFEBAE -2
Movements in the present value of the defined benefit EFERFRE B EEES T ¢
obligation are as follows:

2016 2015
—E-RF —T—hF
HK$’000 HK$'000
FHER FET
Opening defined benefit obligation FAERBFAME 452,675 457,526
Currency realignment IE 5 AR (70,858) (41,150)
Current service cost BITIRISAR A 301 3,451
Interest cost 8 A 16,086 17,881
Remeasurement (gains)/losses: S E ),/ BiE
Actuarial gains and losses arising from AOBRRESFFEEZ
changes in demographic assumption BEWR SR (4,684) (447)
Actuarial gains and losses arising from B BRRESELZ
changes in financial assumptions BE s KL EE 44,545 28,773
Actuarial (gains)/losses arising from KRR MES 2 BE
experience adjustments (), B8 (7,158) 1,297
Contributions R 127 1,591
Benefits paid Pt F (24,701) (16,253)
Closing defined bengfit obligation FREERRARE 406,333 452,675
Movements in the fair value of plan assets are as TEIEEC AT EEZSWT ¢
follows:

2016 2015

—E-XE —ZT-—AF

HK$’000 HK$’000

FTiEx TAT

Opening fair value of plan assets EMtEEEZ A TEA 372,064 358,299

Currency realignment iE AR (59,632) (32,424)

Interest income FEUWA 13,357 14,173

Scheme administrative costs SHEFTBAAR (1,665) (1,395)
Return on plan assets (excluding amounts FEBEZLH(TBEEDETA

included in net interest expense) FHERY 2 &%) 38,358 34,770

Contributions M= 10,731 14,894

Benefits paid EEREL (24,701) (16,253)

Closing fair value of plan assets FHEEEZ A TER 348,512 372,064
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27. RETIREMENT BENEFIT SCHEMES - continued
(b) Defined benefit scheme - continued
The fair value of plan assets at the end of the
reporting period is analysed as follows:

27. ERBERIGE =
(b) EHEBFIGE-#
AEBERNBRESN AR ATEED
MR :

Fair value of plan assets

STEEEZ AT ER
2016 2015
—EB-RE —T—hF
HK$’000 HK$'000
THEx FHL
Equity instruments BmTA 295,215 326,778
Debt instruments BHBIA 34,309 38,702
Other assets Hth&EE 18,988 6,584
348,512 372,064

The actual return on scheme assets was
HK$50,049,000 (2015: HK$47,548,000).

28. DEFERRED TAXATION
At the end of the reporting period, the Group had unused
tax losses of approximately HK$698,118,000 (2015:
HK$671,508,000) available for offset against future profits.
No deferred tax asset has been recognised due to the
unpredictability of future profit streams. These tax losses
may be carried forward indefinitely.

29. CAPITAL AND RESERVES
(@) Movements in components of equity

The reconciliation between the opening and closing
balances of each component of the Group’s
consolidated equity is set out in the consolidated
statement of changes in equity. Details of the
changes in the Company’s individual components of
equity between the beginning and the end of the year
are set out in note 36.

T8I & E 2 B B #R A50,049,0007 7T
(ZZ—F%F : 47,548,000/7T) °

28. EEFIE
RBEPRTLEN  AEEERBAZHIE
&5 18 #7698,118,000 8 ;. (= T — A F
671,508,000 7T) + AIAIEE A& 2mF o
A AREETERT B8 2 m FITRR » Bt 4R FERR IR
TERTBEAE - I SHIEEIE ] ER AR
ﬁ;i; °

29. RAR#E
(a) HEZIp2B8FH
FEBRARTERS B 2 ENRE
REERE 2 EERB N A R AR EE)
RN o ARRIBEARER 2 & ERIZBD
FU N FEREE S F BT EES6 ©
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29. CAPITAL AND RESERVES - continued 29. BARf#E—=
(b) Share capital (b) B

Amount
k-]

Number of shares
BRHEEE

‘000 HK$'000

S T

Authorised share capital of HK$0.1 each: SREE0AB T ETERA

Balance at 1 July 2014, RZZ-—NFE+LA—H8-

30 June 2015 and —E-AFAA=tBRK

30 June 2016 “E-REANAZTBZER 30,000,000 3,000,000
Issued and fully paid share capital of BREEIBTZEEHTR

HK$0.1 each: BEBRA
Balance at 1 July 2014, RZZ—NFE+A—H -

30 June 2015 and “ET-RFRAZTAR

30 June 2016 —E-XFARAZtTHZEH 6,331,789 633,179

During the year, there had been no changes in the FER - RNARRAB|EAFS) o

share capital of the Company.
FBEEETRMNES T EZA RSk -
4]

All shares in issue rank pari passu in all respects.

(c) Reserves (c)

)

(i)

(i)

(iv)

Share premium

The application of share premium account is
governed by section 40 of the Companies Act
1981 of Bermuda.

Capital redemption reserve
Capital redemption reserve represents the
amount by which the Company’s issued share
capital was diminished on cancellation of
ordinary share repurchased.

General reserve

The general reserve represents the reserve
arising from the reduction of the nominal
amount of the shares of the Company (after
the consolidation of shares of 25 ordinary
shares of HK$0.1 each into 1 share in 2002) of
HK$2.5 each by cancelling the paid up capital
to the extent of HK$2.4 on each share of the
Company in 2002.

Capital reserve

The capital reserve represents the amount
arising from a bonus issue of shares of
a subsidiary of the Company by way of
capitalising the subsidiary’s retained profits and
deemed capital contribution from a substantial
shareholder.

()

(i)

(i)

()

B a &
EthhaBRzEAXARE
—NN—FRAPEFIOGRE -

BEXEOFE
EARBELOFEHEEHERBZE
AR 5| BA R R E BITRAR
DZEE o

—RfE e
—REFHEARBR-ZT_F
A5 AR I (E0.178 7T 2 & A
O RIBETRG A GHE - A
EHEHRASR - mER2.48
TRBRENEAR R Z2.658T2
B EE A A 2 6 -

BARRBEERARE —HMERAE
NERB R M E A2 7 A ETT
ABFELE SR  RAHS—
RETERRZTE -
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29. CAPITAL AND RESERVES

(c)

continued

Reserves - continued

(v)  Merger reserve
The merger reserve represents the reserve
arising from the group reorganisation in 1992.

(vi)  Translation reserve
The exchange translation reserve comprises
all foreign exchange differences arising from
the translation of the financial statements of
foreign operations. The reserve is dealt with in
accordance with the accounting policy set out
in note 3.

30. SHARE OPTION SCHEMES
Each of the Company and Kantone, a 64.9% (2015: 64.9%)
owned subsidiary of the Company, has a share option
scheme under which eligible persons, including directors
of the Company, Kantone or any of their respective
subsidiaries, may be granted options to subscribe for
shares in the Company and Kantone respectively.

(a)

The Company

On 30 November 2012, the Company adopted
a share option scheme (the “Champion Option
Scheme”). The purpose of the Champion Option
Scheme is to attract and to retain quality personnel
and other persons and to provide them with incentive
to contribute to the business and operation of the
Group. Under the Champion Option Scheme, the
directors of the Company may grant options to any
directors, employees or consultants of the Company,
its subsidiaries or affiliates or any discretionary trust
whose discretionary objects include the aforesaid
persons or a company beneficially owned by the
aforesaid persons as well as customers, suppliers
or advisors of the Group, to subscribe for shares of
the Company. An option granted by the Company is
exercisable at any time for a period determined by its
directors which should not be more than ten years
from the date of grant, where the acceptance date
should not be later than 21 days after the date of
offer.

29. RAF fite—=

30.

(c) fRE—#=
V)  BUHEE
EOREEREAEER—NAN=F
EITEE EMHERBSFTEL 2 i -
i) ERfEE
BN A B IRREBEINES T 75
MEFMEEZZEBINEZETE - 2
e TO AR IR MY SESFT & & 5T R
BRI o
B R E

RARRANRAEFCLIN (T —HF ¢
64.9%)iEZ B AR EBSRE BRES
2Bl AEBAL(BEARAR - BAK
HEATIMWBARIZES) ] EREIREN

gapll

(a)

RIBARB BB ©

AT
R-ZZE——F+—A=+H ' AQ7F
By —TE R RS B ([ 72 B B AR £t
2)) - TERIES B> B OER R
REBIEERASREMAL - EIASE
B Y AL Y 275 R 2B B -
BIETEERESS  AAREEAR
AAT - HMB D RSB A7 2 [
&% EEXEMD  HEMEERESH
(KSR ABEE@M AL - ki
MALTEREAZAT) URAEE
TR - Rk AR A AR LA
REANTZREG - AATRBL 2B
RSCARE BT 7 2 B 7 T 2 B RS (] B R 4T
fi& - WEFTEEE 2 HARR B 7S MR BB AR A
B TRBTE - MEkEHAETR
ENEH BER%21 A -



The exercise price per share (subject to adjustment
as provided therein) of the option granted under the
Champion Option Scheme is equal to the highest
of (i) the nominal value of the shares; (ii) the closing
price per share as stated in the daily quotation sheet
of the Exchange on the date of grant, which must
be a business day; and (i) the average closing price
per share as stated in the daily quotation sheet of
the Exchange for the five business days immediately
preceding the date of grant. The maximum number
of shares in respect of which the options may be
granted under the Champion Option Scheme shall
not exceed 10% of the issued share capital of
Champion at the date of approval of the Champion
Option Scheme. The total maximum number of
shares which may be issued upon exercise of all
outstanding share options must not exceed 30%
of the issued share capital of Champion from time
to time. The number of shares in respect of which
options may be granted to any one grantee in any
12-month period is not permitted to exceed 1% of
the shares of Champion in issue on the last date
of such 12-month period, without prior approval
from Champion’s shareholders. No option has been
granted since the adoption of such scheme.

On 30 November 2012, Kantone adopted a share
option scheme (the “Kantone Option Scheme”). The
purpose of the Kantone Option Scheme is to attract
and to retain quality personnel and other persons
and to provide them with incentive to contribute to
the business and operation of the Kantone Group.
Under the Kantone Option Scheme, the directors of
Kantone may grant options to any eligible persons of
the Kantone Group, including directors, employees
or consultants of Kantone, its subsidiaries or affiliates
or any discretionary trust whose discretionary
objects include the aforesaid persons or a company
beneficially owned by the aforesaid persons as well
as customers, suppliers or advisors of the Kantone
Group, to subscribe for shares in Kantone. An option
granted by Kantone is exercisable at any time for a
period determined by its directors which should not
be more than ten years from the date of grant, where
the acceptance date should not be later than 21 days
after the date of offer.

| SERBEEEARAR | —T—AFFHR

RECEREREABROZBREZS
RRATEE(E (AR E 2 3R H F8 %) 48
ZRORHEE  ()NREBBERRE
ERERZMEBRAMERMB LB
PRAPUCTH(E ¢ Fe(iii) BHEFR H A BRI AL
LERAEXSHATABERMB2 TR
Mt FEWTHE - ZFAREERE -
RIBTE BT SRR 2 BT
FRZBENEE LR SHEBANTER
PRt B EE B 2 BEE BHITRA
10% ° RATHERTA iH R T BB AAE M A
FETZRNBE ERTNEBEHEE
NS E BTN 280% ° FEAREHEEMR
RELMEZBERT  RER+ @A
HARRIA - (AR B — IR AR H R AR
gk BRMEE » MSBBEZT =
BARRARRE - AEESHTRAL
1% o BERMZAT8IPAR - NA R E
R EIEEARAE -

R_ZT—=—F+—A=1+H " BBER
—TABERT B ([ FmBRETE) -
ERBRIETEIZ B ER RN KL B
BEABREMAL  FEUSEIRSY
EREEEBEREBELER - RIB
ZEBRETE ERESIJRNER
EEIMAERATRBERE 8%
FRER  ENBARSBBARZE
= EESKEM - IMEEEEmE
Fas ANBIEEA bt At 0 s Bt A
TEXRBEZAR UREBEEREZE
F -HEASZAANRBERZR
7 BB E ZBRIERTRESAT
BE 2 R MEERTE - HAEEZ
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30. SHARE OPTION SCHEMES

31.

32.

continued
(b) Kantone - continued

The exercise price per share (subject to adjustment
as provided therein) of the option granted under the
Kantone Option Scheme is equal to the highest of (j)
the nominal value of the shares; (i) the closing price
per share as stated in the daily quotation sheet of
the Exchange on the date of grant, which must be
a business day; and (iii) the average closing price
per share as stated in the daily quotation sheet of
the Exchange for the five business days immediately
preceding the date of grant. The maximum number
of shares in respect of which the options may be
granted under the Kantone Option Scheme shall not
exceed 10% of the issued share capital of Kantone at
the date of approval of the Kantone Option Scheme.
The total maximum number of shares which may
be issued upon exercise of all outstanding options
must not exceed 30% of the issued share capital of
Kantone from time to time. The number of shares
in respect of which options may be granted to any
one grantee in any 12-month period is not permitted
to exceed 1% of the shares of Kantone in issue on
the last date of such 12-month period, without prior
approval from Kantone’s shareholders. No share
option has been granted since the adoption of such
scheme.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to stakeholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of bank
borrowings, equity attributable to owners of the Company,
comprising issued share capital, reserves and retained
profits.

The directors of the Company review the capital structure
on a bi-annual basis. As part of this review, the directors
consider the cost of capital and the risks associated with
each class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure
through the new share issues and share buy-backs as well
as the issue of new debt or the redemption of existing debt.

MAJOR NON-CASH TRANSACTIONS

Part of the consideration for the disposal of a subsidiary
that occurred during the year comprised shares transfer.
Further details of the disposal are set out in note 11.

30.

31.

32.

BRESTE -2
(b) FE &

BIEEBERETEIRE 2 BRESZS
RRATEE (AR E PR EELAR)EE
ROBRMOEE : ((RIREBH(EES
¥H)ERSGIEBARERBZER
B U B ¢« R (i BERE BEAE
BEEBERSNEBARBRIRZE
BB FHRTE  ZEUARSEA
£ o IRIEF BB SRR L 2 B
R R ZBRHEE ERASEBBNRE
BEREZBEE A2 BB EITR
ZK10% o BT 2 B AR TE BB AR AE T 7]
FEITZRHDBHEERIESBEERR
BERITRAZ30% ERKEBRK
REAEZBERT  REAM+ZEA
HARG A+ () () B — R A IR L B AR
gk zBHEE  TMEBBEZT=
EAHMARE —BERDETHRAZ
1% o BERMZTEIAR - BEHER
TR B AR o

EXERER

AEEEREAK  DBRRARENS KRS
BEALS S X 8 - AR TNE B AR
BAZ BETEABHEFRRETER - 1%
B2 B L B

AEBZENEBRBITEERARTEARA
FEIEREE AR - B BREEBITRAE - #EER
IREEA o

ARBEEBVFEMNELEE - (EREMZ
—8D  BEEEERENKAREBALER 2
HEER - RIEBEZEZ - AREEBET
M mERORBETHEXERREE
B ATEREBEARERE -

IEFRERS
ERHE—RIHBARZ BORESRGE
o WEFIE L — SEERIIRME -



33. CAPITAL COMMITMENTS

| SEREEKEERAR | ZT—REFH

33. EXEE

2016 2015
—E-RE —Z-—AF

HK$°000
TET

HK$'000
FiET

Capital expenditure in respect of property, plantand B S gERET4 2 BEME -

equipment and development costs for systems

and networks authorised but not contracted for AR 2 EARFE

17,160 52,260

34. OPERATING LEASE ARRANGEMENTS
The Group as lessee
At the end of the reporting period, the Group had future
minimum lease payments payable under non-cancellable
operating leases in respect of rented premises and motor
vehicles which fall due as follows:

buildings
TiREF "E

HK$’000
TEr

Operating leases which RTFIEEEm2

“B-AF
Land and Motor

34, REHERH
AEBEREBEA
RIS HsTas - AEBSARERNERA
B AHHGERE AW AR RERNEE
HEZHBMERT

2016 2015
—E-EF
Land and Motor
buildings vehicles
T RIEF p
HK$'000 HK$’000
FAT TAT

vehicles

HK$'000
TET

expire: KBS -
Within one year —&FR 1,964 2,046 2,990 2,440
In the second to fourth year FEFEFNF
inclusive A 377 3,155 3,540 2,108
2,341 5,201 6,530 4,548

Leases are negotiated for terms of one to four years and
rentals are fixed for terms of one to four years.

RERR<EEFINF—FE20F - Ml
TR FEMF 2 FHEE -
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34. OPERATING LEASE ARRANGEMENTS 34, REBFELH =
— continued
The Group as lessor AEBERHEA
At the end of the reporting period, the Group contracted RBERTLER  AEBRHERMELRETE
with lessees in respect of leasing of premises and certain SABE © e RERS 2 RIERE PRI
equipment which is included in plant and machinery and EH  HEEABRAT ¢

communications networks, which fall due as follows:

2016 2015
ZEB-RF A%
Plant and Plant and
machinery and machinery and
Land and communications Land and communications
buildings networks buildings networks
T REF RBERE T RIEF KM%
HK$°000 HK$°000 HK$'000 HK$’000
TET THEx FTAT FAEL
Within one year —&FR 690 646 332 468
In the second to fifth year E_FEFREF
inclusive A 694 8,974 - 8,443
Over five years HEUE - 986 - 4104
1,384 10,606 332 13,015
35. RELATED PARTY TRANSACTIONS 35. EALRS
As at 30 June 2016 and 30 June 2015, a corporate RZE—R"FEANA=TAR=ZZ—RF A
guarantee was provided by the Group to a bank in respect =18 ' AEERFRATEREITRERRT
of banking facilities granted to Kantone. TR R AIHELR
The key management personnel of the Group are the AEEBFEZEEBEABRARRANITEEZR
executive directors of the Company and the five highest FEBERHFALT INTFREZHLSER
paid individuals. The aggregate amount paid to them was 28,224,000/ L (ZF — R 4F : 21,589,000/
HK$23,224,000 (2015: HK$21,589,000), details of which 7T) - HRAEHEEMMIEE10 -

are set out in note 10.
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36. FINANCIAL INFORMATION OF THE 36. KRRz ER
COMPANY
2016 2015
—B—~EF —T-RF
HK$’000 HK$'000
AR FAL
Property, plant and equipment ME - BENRE 17 17
Available-for-sale investments AEHERE 418,296 628,148
Interests in subsidiaries VNG 5 4,145,519 4,183,302
Trade and other receivables JEWE 5 R E MR 772 27,480
Bank balances and cash RITEHRRES 4,202 304
Total assets BEHRE 4,568,806 4,839,251
Other payables FEfTE A BEFR 7,770 17,940
Total liabilities BERE 7,770 17,940
Net assets EESE 4,561,036 4,821,311
Capital and reserves IR AN R
Share capital (&N 633,179 633,179
Reserves (note) FEIES) 3,927,857 4,188,132
Equity attributable to owners of the Company RATIHEB AEIGER 4,561,036 4,821,311
The Company’s statement of financial position was RRARZHBRARERZZE—XRENA
approved and authorised for issue by the board of directors ZHN\EHESSIEREETIE - WA T
on 28 September 2016 and are signed on its behalf by: EEREEE:
PAUL KAN MAN LOK i3z 4 LEO KAN KIN LEUNG fSER
DIRECTOR ZEZF DIRECTOR EZF
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36. FINANCIAL INFORMATION OF THE 36. KRB ZMKEER =
COMPANY - continued
Note: Movements of the Company’s reserves during the current fizE : AARIRANEERBEEE 2 #HESHNT -

and the prior years are as follows:

Capital
Share  redemption General Capital Retained
premium reserve reserve reserve profits Total

RGEE BARERE — i BARE REEF A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT BT TAL TAT TAL TAL

At 1 July 2014 RZZ-mF+A—H 2,096,276 50 1,366,003 107,947 444,238 4,014,614

Profit and total comprehensive A EEF| R 2 BN

income for the year et - - - - 173,618 173,618
At 30 June 2015 and RZZ-RFRA=TAK
1 July 2015 —Z-1%tA—H 2,096,276 50 1,366,003 107,947 617,856 4,188,132

Loss and total comprehensive AFEEBER
expense for the year 2EYHBE - - - - (260,275) (260,275)

At 30 June 2016 RZZ-XEXA=tH 2,096,276 50 1,366,003 107,947 357,581 3,927,857
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37. PRINCIPAL SUBSIDIARIES 37. ZEMB AT
Details of the Company’s principal subsidiaries at 30 June RZZ—AREFEZT—RAFA~A=1+H &1
2016 and 2015 are as follows: RAISEEHBARZFBMT ¢
Nominal valug of Proportion of nominal value
Place of incorporation/ issued share capital/ of issued share capital held
Name of subsidiaries operations registered capital by the Company Principal activities
HRRL/ EEIRARE/ FARREERT
KEARZRE mEHY HRER RAEELA ITER
2016 015 216 15
ZE-RE “E-hE ZB-R3E ZE-RfF
100BESTSHOP.COM Limited Hong Kong Ordinary HKS2 Ordinary HK$? 100% 100%  Provision of e-shopping and
Bk LiEkokn LERoER intermet-based Activies
RUEBTENRERARE
Aspire Management Limited British Virgin Istands Ordinary Ordinary 64.9% 50.1%  Investment holding
iBEAREE 552,636,320 982,636,320 RERR
LBk Lk
2636,30% 70 2,636,320% T
Big World International Limited" Samoa - Ordinary - 100%  Investment holding
EETES (/S830,000 REER
50,0005
Bingo Profits Limited Briish Virgin slands Ordinary US$t Orcinary USS1 64.9% 649%  Investment holding
ARARRES LERIZER Lz RERR
Briar Intemational Limited" Samoa - Ordinary - 100%  Software development
EEDHS 1S$50,000 EIiEE
Lk
50,0005
Champion (Cook Islands) Limited Cook Islands Ordinary HKS1 Ordinary HKS1 100% 100%  Investment holding
ERbE ERRIET LaERAT RERR
Champion International Investments Limited" ~ Bttsh Virgi Islands/ - Ordinary - 100%  Strategic investments n advanced technology
PRC 3$50,000 and e-commerce projects
EB4RRES/ 550 REMEREFEDER L RRIRE
£F 50,0007
Champion Luck Interational Limited Hong Kong Ordinary HKS2 Ordinary HK$? 100% 100%  Property investment
REEARERDA g EBRVET Lifkosn nERE
Champion Millon Industries Limited Hong Kong Ordinary HKS2 Ordinary HK$? 100% 100%  Property investment
BEEERRAA g EBRVET Lifkosn nERE
Champion Pacific Investment Limited Hong Kong Ordinary HKS2 Ordinary HK$? 100% 100%  Property investment
FRERRAR g EBRVET Lifkosn nERE
Champion Technology Limited Hong Kong Ordinary Ordinary 100% 100%  Sales of general systems products and provision
BENRERAT % HKS1,000 HK$1,000 of senices and software liensing
Deferred Deferred BE-RAGERREEREREL
HK$1,000,000 HK$1,000,000 i
EER Lk
10007 10007
ELR Lk
1,000,000 7 1,000,000 7
Champnet Limited Hong Kong Ordinary HKS2 Ordinary HK$? 100% 100%  Intenet businss
BERBERLA g EBRVET Lifkosn ERAEH
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37. PRINCIPAL SUBSIDIARIES - continued

Name of subsidiaries

HELAEE

Chief Champion Limited
T2ERAT

China Sports Network Limited"
REEERAT

Chinese Science & Technology Limited
PRRARAR

Chosen Viantage Limited

Cyber Solutions Inc.

d-Key Limited

d-Key Inc

Eagle Landmark Limited"

ESP International Group Limited
ESPEREEERERAT

Financial Vantage Limited

(Good Holdings Limited"

Happy Commercial Company Limited
E£ERAT

Happy Union Development Limited
BRERERLA

Harilela Kantone Telecommunications Limited

Place of incorporation/

operations

HE bk

Hong Kong
(3

Samoa
BEZHS

Hong Kong
B

Samoa
BETES

Samoa
BETES

Hong Kong
B
Samoa
EEDHS

British Virgin Istands
ABLRREE

Hong Kong
B
Samoa
EEDHS

Republic of Seychelles
EERLAE

Macau
2

Hong Kong
B

Hong Kong
B

37.

Nominal valug of
issued share capital/
registered capital
ERIRAEE/
FRali-e

2016
=

Ordinary
HK$1,000
Deferred
HK$10,000
LER
10007
BER
1000087

Ordinary HKS?
LBRUET

Ordinary US$1
ERRIET

Ordinary US$1
ERRIET

Ordinary HK$1
LRRIET

Ordinary US$1
EBRIET

Ordinary HKS?
LRRUET

Ordinary US$1
EBRIET

Ordinary
MOP25,000
LER

AP #25,0008

Ordinary HKS?
LRRUET

Ordinary
HK$10,000
EER10000ET

Ordinary
HKS$1,000
Deferred
Hk$10,000
10007
10,0007

Ordinary
US§1,000,000
1,0000005%7

Ordinary HKS2
LERoET

Ordinary US$?
LERET

Ordinary US$?
LERET

Orcinary HKS
LERiETL

Ordinary US$?
LERET

Ordinary US$?
LERER

Ordinary HKS2
LERoER

Ordinary US$?
LERET

Ordinary
5$50,000
EERA0000%T

Ordinary
MOP25,000
JRF925,000E
Ordinary HKS2
Liafkosn

Ordinary
Hk$10,000
LER10,0008T

Proportion of nominal value
of issued share capital held
by the Company
KAREEERST
RAmELH

216 2015

ZE-NE CZ-RF
100% 100%
- 64.9%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
- 100%
100% 100%
64.9% 64.9%
- 64.9%
100% 100%
100% 100%
55.0% 55.0%

FEMBLAT &

Principal activities

TERH

Property investment
IESE

Development of gaming Software, sports contents,
sports websites and sports network systems

EEE - ER AR BEEUR
EEBGAORLER

Internet busingss
e

Provision of treasury services
RUETRE

Internet business and strategic investment
ERBEBRRRIRE

Development of telematics business
EREERE

Development of telematics busingss
EREERE

Provision of treasury services
RUETRE

Advertising and recruitment agency
BERAEREAR

Provision of treasury services
RUETRE

Investment holding
RERR

Provision of documentation services and
arrangement and business consultant
RUSHRRRB AR RE B

Property investment
NERE

Investment in communication networks
RERERE



37. PRINCIPAL SUBSIDIARIES - continued 37.

Name of subsidiaries

HEAAEH

High Win Limited
Hong Kong IT Alliance Limited
BREAMNEREERAR

-hey Hong Kong Limited

ey Inc.

Kannet Limited
ERERERAT

Kantone Holdings Limited *
ERERERAR

Kantone Paging Company Limited
ERPETERLA

Kantone (UK) Limited

Keen Pacific Limited
Kontone Development Limited
BEERERLA

Kontone International Limited
ERARERAT

KTT (Cook Istands) Limited *

Lucky (Macao Commercial Offshore) Limited
AR REERE)ERAT

Nominal valug of
Place of incorporation/ issued share capital/
operations registered capital
HREL/ BRARAEE/
Ly FRali-u
216 2015
ZE-5E I Sil3
Bitsh Virgn Islands Ordinary US§1 Orcinary USS1
ABERREE EBRIZT LERER
Hong Kong Ordinary HKS? Ordinary HKS2
Bk ERRIET LAk
Hong Kong Ordinary HK$1 Ordinary HK$1
Bk ERRIET LakAT
Samoa Ordinary US$1 Ordinary USS1
EEGHE EBRIZT LERET
Hong Kong Ordinary HKS?2 Ordinary HKS2
Bk ERRIET LAk
Cayman Islands Ordinary Ordinary
HeHe HK$986,537,533 H$986,537 533
EER Lk
986,537 53378 0 986,537,533% T
Hong Kong Ordinary Ordinary
g HK$1,000 HKS$1,000
Deferred Deferred
HK$2,000,000 HK$2,000,000
EER Lk
100087 1000% T
BER Bk
2000,000%7 2,000,000%7C
United Kingdom Ordinary Ordinary
&M £5,500,000 £5,500000
AR Lk
5,500,000 5,500,000
Samoa Ordinary USS1 Ordinary USS 1
EEGHE EBRIET LEEn
Hong Kong Ordinary HKS2 Ordinary HKS2
B EBRUET Lifhosn
Hong Kong Ordinary HKS2 Ordinary HKS2
B EBRUET Lifhosn
Cook slands Ordinary HK$10,000  Ordinary HKS10,000
ERHS ZERIONGET  ZERI000087
Macau Ordinary Ordlnary
A MOP100,000 MOP100,000
EER Lk
AFRI00000E  EF%100000E

| SEREEKEERAR | ZT—REFH

FEMB AR &

Proportion of nominal value
of issued share capital held
by the Company

Principal activities
ARAREERT
RAmELH

216 015
ZE-NE Z3-1F

100% 100%

IEER

Investment holding and strategic investment
RERRRERILRE

100% 100%  Information technology development
KRAANR

100% 100%  Development of telematics busingss
ERESHR

100% 100%  Development of telematics busingss
ERESHR

100% 100%  Internet operations
REEE
64.9% 649%  Investment holding
RERR

100% 100%  Trading of pagers and provision of messaging
Senvices

EERETRRRRERY

64.9% 64.9%  Investment holding

R

64.9% 64.9%  Provision of treasury Senvices

SEBmR

64.9% 64.9%  Provision of treasury Senvices
RUEITIRS

100% 100%  Investment holding
RERR
100% 100%  Investment holding
RERR
100% 100%  Provision of consulting Services, research and
development, and tracing of cultural products
REERRE  BRRAEMR
ERNIER
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37. PRINCIPAL SUBSIDIARIES - continued

Name of subsidiaries

HELAEE

Lucky Success Development Limited
ERERARAA

Lucky Tone Investments Liited
BERERRAA

M.C. Holdings Limited

Muttton Electronica Limitada

Marcotte Limited

Multtone Electronics PLC

Multtong Electronics Sdn. Bnd.

Multton Elekironik GmbH

New Telecomm Company Limited
HEENERAR

Peak Vantage Limited"

Pearl Delta Inc.

(1QKK.COM Limited

Shenzhen Hengyu Science and Technology

Company Limited #
EEMR (R ERAR:

Place of incorporation/
operations

HE bk

Hong Kong
(3

Hong Kong
(3

Caymanslands
REEE

Brezl
oYl

Samoa
EEGHE

United Kingdom
E

Malaysia
SRER

Germany
{28

Hong Kong
(3

Brtsh Virgin Islands/Macau
AEGRRER/ AN

Semoa/Macau
EEGHE /BN

Hong Kong
(3

PRC
hE

Nominal valug of

issued share capital/

registered capital

ERIRAEE/

FRali-e
2016
Z8-RE

Ordinary HKS2 Ordinary HKS2
ERRIET LAk
Ordinary HKS2 Ordinary HKS2
ERRIET LAk
Ordinary Ordinary
£5,500,002 £5,500,002
LER Lk
5,500,0023 88 5,500,002
Ordinary Ordinary
R$300,000 R$300,000
LER Lk
00,0005 ER 300000EZR
Ordinary US$1 Ordinary USS?
LERIZER Lz
Ordinary Ordinary
£3,630,107 £3830,107
EER Lk
3830,107% 3,830,10754
Ordinary Ordinary
MR285,000 11R285,000
LER Lk
WINEREET 2850005 REET
Ordinary Ordinary
£1,022,584 £1,022,584
LER Lk
1022 534BT 1,022,584817T
Ordinary Ordinary
HKS6,000,000 HK$6,000,000
EER Lk
6,000,000787 6,000,000
- Ordlnary USS1
LEmEn
Ordinary US§1 Ordinary US$?
LERIZER LEER
Ordinary HKS2 Ordinary HKS2
ERRIET LAk
Registered capital Registered capital
RMB24,000,000 RIVB24,000,000
Bl HER

AEH240000008  AX%24,000,000E

Proportion of nominal value
of issued share capital held
by the Company
KAREEERST
RAmELH

216 2015

ZE-NE “3-1F
100% 100%
100% 100%
64.9% 64.9%
64.9% 64.9%
100% 100%
64.9% 64.9%
64.9% 64.9%
64.9% 64.9%
100% 100%
- 64.9%
64.9% 64.9%
100% 100%
64.9% 50.1%

37. XEMBRAT &

Principal activities

TERH

Property investment
IESE

Property investment
HESE

Ivestment holding
&Enk

Distribution of communication systems
and equipment
HERGRGERRE

Ivestment holding
REEk

Investment holding, design and manufacture of
communication systems and equipment
RERR R REEREZORER

Manufacture of communication systems and
equipment
TERRAGNRE

Distribution of communication systems
and equipment
HERGRGERRE

Trading in communications equipment and
provision of related services
EERRARRMATERY

Provision of treasury senvices

R

Provision of treasury services

R

Provision of e-commerce, m-commerce and
nternet based activites

RUSTHR RYHERELEA
TR

Investment holding
RERR



37. PRINCIPAL SUBSIDIARIES - continued

37.

Nominal valug of
Place of incorporation/ issued share capital/
Name of subsidiaries operations registered capital
HREL/ ERIRAEE/
KEARZR Beny FRali-u
216 015
ZE-5E I Sil3
Siherstrand Investments Limited Samoa Ordinary US§1 Ordinary USS1
EEGHE EBRIZT LERER
Smart (Macao Commercial Offshore) Limfted ~ Macau Ordinary Ordinary
BRI EREERE)BRAT il MOP100,000 }P100,000
EER Lk
AFB100008  RF5%100,0008
Success (Macao Commercial Offshore) Limited  Macau Ordinary Ordinary
(R EREERE)BRAT il MOP100,000 }P100,000
EER Lk
AFB100008  RF5%100,0008
Top Gallop International Limited Briish Virgin lands Ordinary US$1 Ordinary USS1
ABLRREE EBRIET LaktEr
Very Happy International Limited Hong Kong Ordinary HK$2 Ordinary HKS?
REERERRA Bk ERRVET Lkt
Victory (Macao Commercial Offshore) Limited ~ Macau Ordinary Ordinary
ER(RFEREERE)ERAT A MOP100,000 }P100,000
AR Lk
AMRI00000  EFI%100000E
Wollaston Limited Samoa/Macau Ordinary US$1 Ordinary USS1
BETHS /BN EBRIET LaktEr
Y28,00M Limited Hong Kong Ordinary HK$2 Ordinary HK$?
HALERAR Bk ERRVET Lkt
Zonal Care Incorporated British Virgin slands/Macau Ordinary US$2 Ordinary US$2
ER4RREE/ 20 LERER Loz
Shenzhen Helper Science Development PRC - Registered capital
Company Limited " h RVIB30,000,000
MImERHEREERRA HhER
AR 50,000,008

| SEREEKEERAR | ZT—REFH

FEMB AR &

Proportion of nominal value
of issued share capital held

by the Company
ARTEHEEEST

RAmELH
216 015
IZ-RE CR-RE
64.9% 64.9%
64.9% 64.9%
64.9% 64.9%
100% 100%
100% 100%
100% 100%
64.9% 64.9%
100% 100%
64.9% 64.9%
- 30.9%

Principal activities

IEER

Investment holding
&Enk

Provision of services, software ficensing
and trading in communication systems
and equipment

RURE  BHETEREEREZS
&

Provision of consulting Services, research and
development and trading of cultural products

RUBERE  FRRFEUR
EEER

Investment holding
RERR

Property investment
NERE

Provision of services, software licensing
and trading in communication systems
and equipment

RUERE  THRTEREEREER
JET

Investment holding
RERR

Provision of e-commerce, m-commerce
and internet based actvities

RUETES  REHZREEES
R

Provision of treasury services

SEBmR

E-lottery business
TP

Directly held by the Company.

Wholly owned foreign enterprise for a term of 20 years
commencing from 17 October 2003.

In 2015, AML indirectly holds 61.54% equity interest in this
company, hence it is accounted for as a subsidiary of the

Group.

The subsidiaries had been disposed of during the year.

- HARBEERE -

@ 2EINEACE  FHA—TT=F+A++t

HAEFF =4 -

s RZZT—AF  AMLREZEEEZAR61.54%

2R - ERR AARE Z B AR

. ZEMBRARDRFARHE ©

101




| CHAMPION TECHNOLOGY HOLDINGS LIMITED | ANNUAL REPORT 2016

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBREMEE

30 June 2016 —Z—~"FNA=FH

37. PRINCIPAL SUBSIDIARIES - continued 37. TEMBRF-#

The deferred shares, which are held by the Group, of each
of the above-mentioned subsidiaries entitled the holders
thereof to:

(@ a fixed non-cumulative dividend at the rate of 5%
per annum for any financial year of the company in
question in respect of which the net profits of such
company exceed HK$100,000,000,000; and

(b)  on a winding-up, a return of the capital paid up on
such shares out of the surplus assets of the company
in question after a total sum of HK$100,000,000,000
has been distributed in such winding up in respect of
each of the ordinary shares of such company.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected the
results of the year or constituted a substantial portion of the
net assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars of
excessive length.

Save as disclosed, none of the subsidiaries had any debt
securities subsisting at 30 June 2016 or at any time during
the year.

Details of non-wholly owned subsidiaries that
have material non-controlling interests

The table below provides details of a non-wholly owned
subsidiary of the Group that had material non-controlling
interests:

BAKERE 2 B S E A B RERIS R
TESA AR

(@ A EREAEA — A B E AT
##%61100,000,000,0007 7T B + M2 A
BWERE REEZ ERIERERSE -

) MRABRE - FREFBRPAZLDF]
1% & i A% 9 Ik 4258 100,000,000,000
BILE - BRARZRBREETREZ
SR 2 BB IRA -

ERAFIAABTHBRRNEERREARNFE
REABAYENERAEEEEFEEANLL
BEMBAE - EEZRA - MEEMLHERR
ZFE—HFIL - BIE S ERBRNILE -

B EXHBEEN  SHBRRIR T —REX
A=+ B 8 R e P A A B S 52

BEEAFERBRRER ZFZEK
BRE2FHE
TRIBHEAE AR S 2 AR
SEMBATZFHE -

Proportion of ownership
interests and voting rights
held by non-controlling

Place of incorporation and

(Loss)/profit allocated to
non-controlling interests for

Accumulated non-controlling

Name of subsidiary principal place of business interests as at 30 June the year ended 30 June interests as at 30 June
RAA=+H HEANA=THILEE
MR IR FERRRESEGHAE SEFEERRREZZ  RAASTARMNEER
HWEATEH TEEBHE BRERERRZELH (B18) /57 RRER
2016 2015 2016 2015 2016 2015
ZE-XF ZZT-R§F ZB-XE ZT-hf ZB-RE _—T-1fF
HK$'000 HK$'000 HK$'000 HK$'000
FET THL T TAT
Kantone Cayman Islands/Hong Kong 35.1% 35.1% (10,110) 4421 1,203,889 1,204,969
R GRSV
Indlvidually immaterial subsidiaries
with non-controlling interests - 1,500 - 25,963
BRI R IR R i 5 2 (17
FEAMBAR
(10,110) 5,921 1,203,889 1,230,932
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37. PRINCIPAL SUBSIDIARIES - continued 37. XEMBEAT -—#
Details of non-wholly owned subsidiaries that BEEARFERBRERZFEDEN
have material non-controlling interests — continued BARZ#E-#
Summarised financial information in respect of the Group’s B B AR RS A EENEB AR Z
subsidiaries that had material non-controlling interests B ERIESHS DT o M5B8 E R E
is set out below. The summarised financial information MR EEARZSFAI 2 &5 °
below represents amounts before elimination of intra-group
transactions.
Kantone Fif
2016 2015
—E-REF —T—hF
HK$’000 HK$'000
FiEx FAT
Non-current assets FERBEE 55,100 1,624,627
Current assets MEVEE 3,505,967 2,067,398
Current liabilities mEAE (65,772) (137,748)
Non-current liabilities FrBaE (61,498) (89,324)
Equity T
— Equity attributable to owners of Kantone —EBEA A NEhER 3,433,797 3,438,988
— Non-controlling interests — IR RS = 25,965
3,433,797 3,464,953
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MBREMEE

30 June 2016 —Z—~"FNA=FH

37. PRINCIPAL SUBSIDIARIES - continued 37. XEMBRAT &
Details of non-wholly owned subsidiaries that BEERFERBRREZZHF2ER
have material non-controlling interests - continued BRARIZFHE &
Kantone — continued B
2016 2015
—E-REF —T-RF
HK$’000 HK$'000
FHT FAEL
Revenue ek 2,090,426 2,544174
Other income and expenses H AR Y (2,098,004) (2,522,407)
(Loss)/profit for the year AFE(BE),EH
— attributable to owners of Kantone —EREE AN (11,764) 8,927
— attributable to non-controlling interests of — BRI RS
Kantone i3 (5,985) 1,741
(17,749) 10,668
Other comprehensive income for the year REEEMEMWE
— attributable to owners of Kantone —EiBBE AJEL 10,768 11,071
— attributable to non-controlling interests of — BRI RS
Kantone fEfh (597) 28
10,171 11,099
Net cash (outflow)/inflow from operating activities &4 %£#% (R, TRAZE S B (535,101) 924,547
Net cash inflow/(outflow) from investing activities $#&E&HR A/ (Gl 2 B4 5% 427,740 (1,005,442)
Net cash (outflow)/inflow from financing activities FiERENGRL ),/ AAZ S F4E (6,429) 205,881
Net (decrease)/increase in deposits, T BITEBERE
bank balances and cash CRD) /A nEE (113,790) 124,986
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RESULTS

ES

Year ended 30 June
HEAA=1THLEE
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2016 2015 2014 2013 2012

—E-xE E-RF T@mF —T—=% —T—-F

HK$°000 HK$'000 HK$'000 HK$'000 HK$'000

TERT FHIT THT FHT FHT

REVENUE Wz 4,979,715 5,610,013 6,159,471 4,452,636 3,410,999
PROFIT FROM ORDINARY Y IIERE

ACTIVITIES BEFORE TAXATION piavdl
Profit from operating RetHMELER 2

activities excluding REEBRT

other operating items 1,509,711 264,565 481,770 279,639 201,886
QOther operating items HibC 218 H (1,548,411) (249,057) (476,470) (184,456) (104,174)
(LOSS)/PROFIT BEFORE BB (&),

TAXATION &l (38,700) 15,508 5,300 95,183 97,712
TAXATION BiE - (2,205) - - 167
(LOSS)/PROFIT FOR THE YEAR REEF(EE),/HF (38,700) 13,303 5,300 95,183 97,879
ATTRIBUTABLE TO: i3
Owners of the company ERAHEBA (28,590) 7,382 2,228 60,010 62,478
Non-controlling interests FEPERR AR R A (10,110) 5,921 3,072 35,173 35,401

(38,700) 13,303 5,300 95,183 97,879
DIVIDENDS g8 = - 12,564 18,570 24,261
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FINANCIAL SUMMARY
MBRE

ASSETS AND LIABILITIES

BEERER

At 30 June
RAB=+H

2016 2015 2014 2013 2012

—E-xXE E—Rf ET@mF —T—=F T—-F

HK$’000 HK$'000 HK$’'000 HK$'000 HK$'000

TET FHT THT FHIT TR

TOTAL ASSETS BERE 9,254,697 9,414,187 9,357,058 9,409,381 9,327,509

TOTAL LIABILITIES BfEHE 337,709 447,530 416,010 452,037 466,065

SHAREHOLDERS’ FUNDS REES 8,916,988 8,966,657 8,941,048 8,957,344 8,861,444
EQUITY ATTRIBUTABLE TO EN/NGIE 2SN

OWNERS OF THE COMPANY JE(hHEs 7,713,099 7,735,725 7,476,109 7,480,027 7,417,617

NON-CONTROLLING INTERESTS  JE#:pR R fEss 1,203,889 1,230,932 1,464,939 1,477,317 1,443,827

8,916,988 8,966,657 8,941,048 8,957,344 8,861,444
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OPERATIONS CENTRES

ASIA-PACIFIC

8°, Andar E

Nos.244-246, Rua De Pequim
Macau

EUROPE

Multitone House
Kempshott, Basingstoke
Hampshire

UK

MAJOR REGIONAL OFFICES
ASIA-PACIFIC

China

St. John’s Building
Central

Hong Kong

Kantone Centre
Chai Wan
Hong Kong

Tian’an Cyber Park
Futian District
Shenzhen

Golden Gate Plaza
Pudong New Area
Shanghai

Ya Yun Cun
Chao Yang District
Beijing

Malaysia
Batu Berendam Free Trade Zone
Malacca

EUROPE

Germany
RoBstraBe 11
Dusseldorf

UK

Hansa Road
King’s Lynn
Norfolk

THE AMERICAS

Brazil
Av. Fagundes Filho
Séo Paulo SP

MANUFACTURING FACILITIES

ASIA-PACIFIC
Malacca
Malaysia

EUROPE
King’s Lynn
Norfolk

UK

OTHER REGIONAL OFFICES
ASIA-PACIFIC

China
Chengdu
Guangzhou

EUROPE

Austria
Wien

Germany
Berlin
Frankfurt
Hagen
Hannover
Leipzig
Munchen
Stuttgart

Hungary
Budapest

Scotland
Lothian

THE AMERICAS

Brazil
Rio de Janeiro

United States
Washington
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