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The board of directors (the “Board"”) of Kantone Holdings
Limited (the “Company” or “Kantone”) announces
the unaudited condensed consolidated results of the
Company and its subsidiaries (the “Group”) for the six
months ended 31 December 2016 (the “Period”) with
comparative unaudited figures for the corresponding
period in 2015 (the “Previous Period”) as follows:

CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the six months ended 31 December 2016

EBEEARLQA
KANTONE HOLDINGS LIMITED

FREEARAR(ARAIHEFR]) Z
Exe(85e ) 2MARRRENE R
(IR&EBDBE-_FT-A"F+_HA=+—H
EAREA(TERER ) 2 REEZBREE X
B BR_ZF-AFRAMIEFRAM]) 2K
REZLBREFIT

HRGREREEREMEERER

BE_—F—NFZHA="1—HiEH

Six months ended
31 December
BE+-H=+—H
118 B

2016 2015
—E-RE —Z—AHHF
Notes HK$°000 HK$'000
Bt FET FET
(Unaudited) (Unaudited)
(REER) (RigEZ)

Revenue & 2 70,824 1,056,105
Cost of sales & AR (36,971) (975,883)
Gross profit ENgazE 33,853 80,222
Other income, gains and losses Eag A - W R EE 1,894 9,012
Gain on disposal of subsidiaries HERB ARz W 3 2,167 —
Distribution costs Pal = I FiN (12,695) (8,929)
General and administrative expenses —RRITHRE (27,241) (52,805)
Impairment losses recognised for BREG RABERBERAR
development costs for systems and FFr a3
networks B EE (14,650) —
Research and development costs 7% & F B Ak AR
expensed i (1,001) (1,330)
Finance costs B 75 A AR (88) (202)
(Loss)/profit before taxation BR& AT (B8 ), A (17,761) 25,968
Taxation IE 5 - —
(Loss)/profit for the period MR (E5E), BRI (17,761) 25,968
Other comprehensive expense: Htt2EXH :
Items that will not be reclassified to Hreso=Bass
profit or loss: BE :
Remeasurement of defined EEFEREMENK
benefits pension plans B (8,275) (19,999)
ltems that may be reclassified HigrgElnziExsy
subsequently to profit or loss: HE -
Exchange difference arising on E BN TSR E P E £
translation of foreign operations ZEHZER 1,948 1,763
Other comprehensive expense for the HiRNHEMEME
period (6,327) (18,236)
Total comprehensive (expense)/ HR2mE(XYE) WE
income for the period B (24,088) 7,732
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EEKEERRAT

KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED

fBRGEEEREMEERKERE)

STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

(continued)

For the six months ended 31 December 2016 HEr_—=F

—NFF+ZA=+—HiNMEA

Six months ended
31 December

MEt=A=t-8
Y
2016 2015

ZE-AE  —T-AE

Notes HK$°000 HK$ 000
btaF FET FEr
(Unaudited)  (Unaudited)
(REEHEZ)  (REER)
(Loss)/profit for the period attributable  [E{REAR (&),
to: A
Owners of the Company ViN/NSIET RN (17,761) 28,133
Non-controlling interests FIEAR AR R A = - (2,165)
(17,761) 25,968
Total comprehensive (expense)/ FEEEIANEE (X H), s
income for the period attributable to: 4agE -
Owners of the Company KRalEB A (24,088) 10,784
Non-controlling interests FEFE B A% B AE 25 - (3,052)
(24,088) 7,732
(Loss)/earnings per share — k(g8 &BF —
Basic and diluted R R S E 6 HK(1.80) cents &l HK2.85 cents il
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

At 31 December 2016

EBEEARLQA
KANTONE HOLDINGS LIMITED

B4R & MR &R

R-FE—NFF+_HA=1+—H

As at As at
31 December 30 June
2016 2016
R n
—E—RE —E—REF
+=A ~A
=t—H =+A
Notes HK$°000 HK$'000
st FET FEr
(Unaudited) (Audited)
(REER) (EE=%)
Non-current assets FRBEE
Property, plant and equipment M - BB REE 8 29,885 33,406
Development costs for systems and R R
networks AR - 21,694
29,885 55,100
Current assets REBEE
Inventories FE 9 3,397,908 3,397,308
Trade and other receivables FEN B 5 I Ho b BR R 10 26,379 34,282
Cash and cash equivalents RekReEHE 64,551 74,377
3,488,838 3,505,967
Current liabilities REBEE
Trade and other payables ERESREMEER 11 38,720 61,040
Warranty provision RERE 992 1,055
Bank borrowings — amount due within BITEE —R—FR
one year I/ 88 3,457 3,677
43,169 65,772
Net current assets RBEERE 3,445,669 3,440,195
Total assets less current liabilities EELERARBAE 3,475,554 3,495,295
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EEEBAERLH
KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED R4S AR R & ()
STATEMENT OF FINANCIAL POSITION
(continued)
At 31 December 2016 RZF—NF+ZHA=+—H
As at As at
31 December 30 June
2016 2016
TE-XE T —RF
+=A ~A
=+-—8 =+H
Notes HK$°000 HK$ 000
Hfat FET FHET
(Unaudited) (Audited)

(REER) (BER)

Non-current liabilities FRBEE
Bank borrowings — amount due after RITEE — R —F1&
one year EIH3 1,729 3,677
Retirement benefit obligations RIRAEFIEE 64,116 57,821
65,845 61,498
Net assets BEEFE 3,409,709 3,433,797
Capital and reserves BRARF#iE
Share capital B AR 986,538 986,538
Reserves s 2,423,171 2,447,259
Equity attributable to owners of the RNEHEE ANEG
Company e 3,409,709 3,433,797

2016/2017 INTERIM REPORT 2016/17 R B &



EREEARAA
KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED HRGRERTEREE X
STATEMENT OF CHANGES IN EQUITY
For the six months ended 31 December 2016 HE—F—NF+-H=+—HI1F~EA

Attributable to owners of the Company

LSAGE PN
Non-
Share Share Translation  Retained controlling Total
capital  premium reserve profits Total interests equity
2R BRx

Bx  ROEE  EXRE  REEA gt RREER  ER4R
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000
TET AT TAT TAT TAT TAT TET

At 1 July 2016 RZZ2-~EtA-H

[Audited) (B&H7) 986,538 795,357 8,020 1,643,882 3,433,797 - 3,433,797
Loss for the period HnER - - - (17,761) (17,761) - (17,761)
Remeasurement of defined EETEEFER

benefits pension plans HE - - - (8,275) (8,275) - (8,275)

Exchange difference arising REINNEKREFEL Y
on translation of foreign ~ EHEE
operations - - 1,948 - 1,948 - 1,948

Total comprehensive BRZ2E(ZE)/ Y
[expense)fincome for 2%
the period - - 1,948 (26,036) (24,088) - (24,088)

At 31 December 2016 RZE-~F+ZA=1+-H

[Unaudited) (REZEY) 986,538 795,357 9,968 1,617,846 3,409,709 - 3,409,709
At 1 July 2015 R-Z-1F+A-H

[Audited) (%) 986,538 795,357 5402 1,651,691 3,438,988 25965 3,464,953
Profit for the period BT - - - 28,133 28,133 (2,165) 25,968
Remeasurement of defined EZTERFEMR

benefits pension plans HE] - - - (19,999) (19,999) - 19,999)

Exchange difference arising RENERAEHEE Y
on translation of foreign B EE
operations — — 2,650 — 2,650 (887) 1,763

Total comprehensive BREERE/ (TH)
income/[expense) for 2%
the period — — 2,650 8,134 10,784 (3,052) 1,132

At 31 December 2015 R-E-RF+-A=1+—H
{Unaudited) (REZER) 986,538 795,357 8,052 1,659,825 3,449,772 22913 3,472,685
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KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

For the six months ended 31 December 2016

IGLZE

N

ERERDR

BE—F—NFF_A=1—HIUEA

Six months ended
31 December
BE+t-A=+—H1
ANMEA
2016 2015
—E-RE —T—hF
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REEE®R) CREFER)
Operating activities RS
Cash used in operations EEARS (3,611) (546,444)
Tax paid ERHIA - —
Net cash used in operating activities MEXBAAZREFH (3,611)  (546,444)
Investing activities REEE
Payment for the purchase of property, YHBEYE BE
plant and equipment B (3,032) (4,914)
Other cash flows (used in)/arising from  &&EE (), E4E 2 EM
investing activities WEm (790) 435,506
Net cash (used in)/generated from RETE(FTA) FBzRe
_investing activities A& (8,822) 430,592
Financing activities Rl & SE B
Advance from a director —BEFER 2,000 —
Other cash flows used in financing BB EEN AT 2 HAt
activities REen (2,256) (2,866)
Net cash used in financing activites REZBFiAZRERSE (256) (2,866)
Net decrease in cash and cash ReRBEEEZRD
equivalents FE (7,689) (118,718)
Cash and cash equivalents at beginning H#IR & KRS
of the period L5 74,377 196,407
Effect of foreign exchange rate changes [EXEH) & (2,137) (2,355)
Cash and cash equivalents at end of HIFXBRERES
the period 3 64,551 75,334
Represented by: BF
Deposits, bank balances and cash FR - R|BITEHRES 64,551 75,334
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EBEEARLQA
KANTONE HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

For the six months ended 31 December 2016

R AR S MR M=

B2 —E—NEFZA=+—Hi A

1.

BASIS OF PREPARATION AND ACCOUNTING POLICIES

The unaudited condensed consolidated financial
statements of Kantone Holdings Limited (the “Company”)
and its subsidiaries (collectively the “Group"”) have been
prepared in accordance with the Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants
(the "HKICPA"). In addition, the unaudited condensed
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

The unaudited condensed consolidated financial
statements have been prepared on the historical cost
basis.

The accounting policies adopted are consistent with
those followed in the preparation of the annual financial
statements of the Group for the year ended 30 June
2016 except that the Group has applied for the first time,
certain amendments to Hong Kong Financial Reporting
Standards (“HKFRS") issued by the HKICPA that are
effective for the current period.

The HKICPA has issued a number of amendments to
HKFRSs that are first effective for the current accounting
period of the Group. Of these, the following amendments
are relevant to the Group:

° Annual Improvements to HKFRSs 2012-2014 Cycle

. Amendments to HKAS 1, Presentation of financial
statements: Disclosure initiative

None of these amendments have had a material effect
on how the Group's results and financial position for
the current or prior periods have been prepared or
presented. The Group has not applied any new standard
or interpretation that is not yet effective for the current
accounting period.
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EEEBAERLH
KANTONE HOLDINGS LIMITED

2. REVENUE AND SEGMENT INFORMATION 2.
(a) 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 during the
period.

The revenue of the Group comprises the following:

WER s BER

(a)

Wz

WHEHAARERINBELEE
m R ERHRS 2 C W R EKERK - B
Yol FEUAS SPiE B A B »

AEBZWEBETIEE

Six months ended

31 December

BE+-A=+—-RHL~<EA

2016 2015

—E-AE T

HK$°000 HK$'000

FET FET

(Unaudited) (Unaudited)

(REER) (REER)

Sales of systems and related products 56 X4 M ABAE & 46.569 392,540
Rendering of services MRS 13,155 15,967
Leasing of systems products HERSKEM 11,100 13,217
Sales of cultural products HEEEM - 522,709
Licensing fees TR - 111,672
70,824 1,056,105

2016/2017 INTERIM REPORT
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EBEEARLQA
KANTONE HOLDINGS LIMITED

2. REVENUE AND SEGMENT INFORMATION (continued) 2. WEEk 2 BEER(E)
(b) Segment information (b) DEEHR
Information regarding the Group’'s reportable REBESER AXEERERSE LD
segments for the purpose of resources allocation BRAFMz2UREDEERZRD
and performance assessment for the period is T~
reported below:
Systems Leasing of Sale of
sales and systems cultural
licensing products products Consolidated
RIRHE HERS HEL
RisTE Em Em &E
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REEEZ) (REEEZ) (REER)
Six months ended HE-ZE-X&E+=A
31 December 2016 =+—HLAEA
REVENUE g
External and total revenue  $foMEE K@U 25 59,724 11,100 - 70,824
RESULTS ES
Segment result NEE (20,503) 1,921 (176) (18,758)
Interest income I BUA 75
Finance costs B RSB AR (88)
Unallocated expenses, net KA EFHY @ F5& (1,157)
Gain on disposal of HERBRRZ
subsidiaries s 2,167
Loss before taxation BELAIEE (17,761)
Six months ended HE-Z-1F+=A
31 December 2015 =+—-HiEAREA
REVENUE Wz
External and total revenue  #HMEE KA 520,179 13,217 522,709 1,056,105
RESULTS Ed-
Segment result EES (53,993) 1,831 79,883 27,721
Interest income B WA 2,996
Finance costs BT AR (202)
Unallocated expenses, net KAERHY - B (4,547)
Profit before taxation BREEATR A 25,968

No assets and liabilities are included in segment

reportings as they are not regularly reviewed by the

HRARBMITEERAREERE
BEEHEHREN  HARBHEBAR

executive directors of the Company. DERENA -

2016/2017 INTERIM REPORT 2016/17 hE &



EEEBAERLH
KANTONE HOLDINGS LIMITED

GAIN ON DISPOSAL OF SUBSIDIARIES

On 30 August 2016, the Group disposed of its entire
interest in Vision Kingdom Limited (“Vision Kingdom") and
its subsidiary, Smart (Macao Commercial Offshore) Limited
(“Smart”) to an independent third party for a consideration
of HK$3,000,000 fully satisfied by cash. The consideration
was received during the year ended 30 June 2016 and has
been included as other payables as at 30 June 2016.

As at 30 August 2016, the carrying amount of net assets
disposed of amounted to HK$833,000, mainly representing
deposits, bank balances and cash of HK$863,000,
other receivables of HK$58,000 and other payables
of HK$88,000. The net gain on disposal amounted to
HK$2,167,000.

AMORTISATION AND DEPRECIATION

HENB ARz WS

RZZ—R"FNA=+H AEBHEER
Vision Kingdom Limited ([Vision Kingdom)
N H M A B ER CRPIBEF B RS ) B IR
RA([ERDz2MBET BB LE=
7 {8 53,000,0008 7 © AR EEHE
fe-ZREEREBEE-TE—XR"FAA=1H
WEFEERE Y AZTE—A"ENA=1+H
Z JET B A RRIE o

o

R-E—RFENA=+H BHEFEE
ZERT{EA833,0008 L B AL - &
17458 % 30 4 863,000/8 7T « FEUWH b FRIA
58,000 7 7T} i 1+ E b 5178 88,000 7 7T © i
& 2B 42,167,000 8T

BERITE

Six months ended
31 December

BE+-A=t+—-HL~EA

2016 2015
—®-XxE  —T-HF
HK$°000 HK$'000
FHT FET

(Unaudited) (Unaudited)
(REEEZ) (REEHEZ)

Amortisation on development costs for systems — Z4t & A4 B R AN 2 4l

and networks, included in cost of sales (FFASHERAA) 7,044 251,283
Depreciation of property, plant and equipment, YME - BENMREBZITE

included in general and administrative expenses (GFA—MEITESZHEA) 4,527 5,646
Total amortisation and depreciation BRI EREE 11,571 256,929

2016/2017 INTERIM REPORT
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TAXATION

Hong Kong Profits Tax is calculated at 16.5% (2015:
16.5%) on the estimated assessable profits derived from
Hong Kong. There was no estimated assessable profit
for Hong Kong Profits Tax for both periods. Taxation in
other jurisdictions is calculated at the rate prevailing in the
respective jurisdictions.

The low effective tax rate is attributable to the fact that
a substantial portion of the Group's profit neither arose
in, nor was derived from, Hong Kong and was accordingly
not subject to Hong Kong Profits Tax and such profit was
either exempt from Macau Income Tax or not subject to
taxation in any other jurisdictions.

(LOSS)/EARNINGS PER SHARE

The calculation of the basic (loss)/earnings per share is
based on the loss for the period attributable to owners
of the Company of HK$17,761,000 (2015: profit of
HK$28,133,000) and on the weighted average number of
shares of 986,538,000 shares (2015: 986,538,000 shares)
in issue.

Diluted (loss)/earnings per share for the six months ended
31 December 2016 and 2015 were the same as the
basic (loss)/earnings per share as there were no potential
ordinary shares in issue during both periods.

DIVIDEND

The Board has resolved not to pay any interim dividend for
the six months ended 31 December 2016 (2015: nil).

2016/2017 INTERIM REPORT
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EEEBAERLH
KANTONE HOLDINGS LIMITED

8. PROPERTY, PLANT AND EQUIPMENT ME - BERRE

Amount
FERE
HK$'000
FHET
Carrying value at 1 July 2016 (Audited) MN-ZB—RNELtF—BZEEE(KEER) 33,406
Currency realignment R (2,026)
Additions NE 3,032
Depreciation e (4,527)

Carrying value at 31 December 2016 R-ZB-—ARFE+ZA=+—-HZEHE
(Unaudited) (REER) 29,885

9. INVENTORIES RE

As at As at
31 December 30 June
2016 2016
RIB—RE RIZT—RF
+=A av:!
=+—H =+A
HK$°000 HK$'000
FET FET
(Unaudited) (Audited)
(REER) (&%)
Raw materials G 6,473 6,578
Work in progress R m 4,227 4,243
Finished goods (note) IR Sh (1 AE) 3,387,208 3,386,487
3,397,908 3,397,308

Note:Included in finished goods are cultural
products of HK$3,379,083,000 (30 June 2016:
HK$3,379,083,000) which are ready for trading.

2016/2017 INTERIM REPORT
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EBESERRAA

KANTONE HOLDINGS LIMITED

10. TRADE AND OTHER RECEIVABLES EWESREMER
As at As at
31 December 30 June
2016 2016
RZB—RE RZIT—RF
+=A 7~ A
=+-8 =+n
HK$°000 HK$'000
FET FET
(Unaudited) (Audited)
(REERZ) (&)
Trade receivables FEWE 5 RR 17,807 23,729
Other receivables JE U5 EL th BR 3R 8,572 10,553
26,379 34,282

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

FEBBRHEESGELPBETARZEERR -
REREZER REERERZMEE TR
RERTISBERMETESLNTFI0HE180
BZiEEH - BUEZRFNBE LR
REBEERAHZREDT2IIAT

As at As at

31 December 30 June

2016 2016

RZB—RE RZIZT—RF

+=A ~H

=+—H =+H

HK$°000 HK$'000

FET FET

(Unaudited) (Audited)

(REER) (EZz)

0 - 60 days 0-60H 11,390 20,669
61 - 90 days 61 -90H 2,700 156
91 - 180 days 91 - 180 H 3,717 2,904
17,807 23,729
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EEEBAERLH
KANTONE HOLDINGS LIMITED

11. TRADE AND OTHER PAYABLES EBNEZREMERR
As at As at
31 December 30 June
2016 2016
RZB-RF RIT—RF
+=A N A
=+—H =+A
HK$'000 HK$'000
FET FET
(Unaudited) (Audited)
(REER) (&%)
Trade payables BB SRR 9,235 10,975
Other payables FEAT ELABBRER 27,485 50,065
Amount due to a director B —RESHIE 2,000 —
38,720 61,040

As at 31 December 2016, the amount due to a director is
unsecured, interest free and repayable on demand.

The aged analysis of trade payables presented based on

the invoice date at the end of the reporting period is as

RZEBE-—RFTZA=+—H EN—%E
EHRREEMN  RENARERER -

BNEZERFINBENCEHREEZAY

ZERESITET

follows:
As at As at
31 December 30 June
2016 2016
RZB-—XRF RIT—RF
+=A A
=+—H =+H
HK$'000 HK$'000
FHET FET
(Unaudited) (Audited)
(REBER) (&%)
0 — 60 days 0-60H 8,879 10,975
91-180 days 91-180 H 356 —
9,235 10,975

The credit period for purchases of goods ranged from

30 days to 60 days. Other payables mainly represented

receipts in advance and accruals.
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12.

13.

EESERRAA

KANTONE HOLDINGS LIMITED

CAPITAL COMMITMENTS BREE
As at As at
31 December 30 June
2016 2016
RIEB—XRE RIZZT—RF
+=A ~A
=t+—~R =+HA
HK$'000 HK$'000
FET FET
(Unaudited) (Audited)
(REER) (&% =Z)
Capital expenditure in respect of property, CDEEERTOZBEBYE -
plant and equipment and development MEREBEREGR
costs for systems and networks BB AZER
authorised but not contracted for X - 9,750

RELATED PARTY TRANSACTIONS

(a)

Related party transaction with Champion
Technology Holdings Limited (“Champion”)

BEALRS

(a) HBENREBEERAIA(TEEDE
TZREALRS

Six months ended
31 December

BE+=-A=+—-HL~<EA

2016 2015
—®-A%  ~T-AF
HK$°000 HK$000
FHT FHT

(Unaudited) (Unaudited)
(REER) (REEER)

Nature of transactions REME

Fees paid by the Group to Champion for R EE B M) e AR A AN A

the provision of office premises and TRERAEREE
facilities, and management services, on LREBRR®E 2 ER
cost basis 450 450

These transactions were carried out after negotiation
between the Group and Champion. The fees paid for
the provision of office premises and facilities, and
management services were in accordance with the
management agreement entered into with Champion
dated 20 December 1996, which was renewed on 5
January 2010.

As at 31 December 2016 and 30 June 2016, a
corporate guarantee was provided by Champion to
a bank in respect of banking facilities granted to the
Group.
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13. RELATED PARTY TRANSACTIONS (continued) 13. BAEALRES (&)
(b) Key management personnel remuneration (b) FEEBEASHM
Key management personnel are those persons FTEEBAEREAZBUEZIE
holding positions with authority and responsibility BHEEMRE BERREGAERMER
for planning, directing and controlling the activities CHEBEZAL BEARGBES
of the Group, directly or indirectly, including the TEBABEFHMNOT ¢

directors of the Company. Key management
personnel remuneration are as follows:

Six months ended
31 December

BE+=-A=t+—HL~EA

2016 2015
—E-XE —ZE-hF
HK$°000 HK$'000
FET FAET

(Unaudited) (Unaudited)
(REEZ) (REEHEZ)

Salaries and other benefits e kEMBF 667 658
Performance related incentive payments RIERBERZS 255 175
Retirement benefit scheme contributions RIRBFE IR 9 9

931 842
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DIVIDEND

As a precaution against further economic and financial
turbulence, and to strengthen the Group's liquidity
position ahead of continuing market uncertainties, the
Board does not recommend the payment of any interim
dividend for the Period (2015: nil).

MANAGEMENT DISCUSSION AND
ANALYSIS

FINANCIAL RESULTS

The Group reported a revenue for the Period
of approximately HK$71 million compared with
approximately HK$1,056 million of the Previous Period,
a decrease of 93 percent. This was mainly attributable
to significant drop in sales of systems products in the
People’s Republic of China (the”PRC") market as a result
of the scale-down in investments in the development
of systems and networks in recent years and after the
sale of non-exclusive rights to exploit and use the design
of the Group’'s systems and networks during the year
ended 30 June 2016. Sales of cultural products was
temporarily held up due to the management’'s view of
the continued appreciation of value of Tianhuang and
their aims to design a better mode of operation and
marketing platform for these high-value products.

Both the loss for the Period and loss for the Period
attributable to owners of the Company are approximately
HK$18 million (2015: the profit and profit attributable
to owners of the Company for the Previous Period
were approximately HK$26 million and HK$28 million
respectively). The loss was mainly due to the drop in
revenue and the impairment losses recognised for the
development costs for systems and networks during the
Period. Loss per share is HK1.80 cents (2015: earnings
per share of HK2.85 cents). The gross profit margin of
the Group increased to 48 percent compared with 8
percent of Previous Period, as a result of the change in
product mix.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

FINANCIAL RESULTS (continued)

Distribution costs for the period increased by 42 percent
to approximately HK$13 million from approximately
HK$9 million of Previous Period. This was mainly due to
the reclassification of marketing and selling expenses
of European operation during the Period. General and
administrative expenses for the period decreased
by 48 percent to approximately HK$27 million from
approximately HK$53 million of Previous Period as a
result of the business realignment.

Amortisation and depreciation costs for the period
significantly dropped to approximately HK$12 million,
compared with approximately HK$257 million of
the Previous Period, due to the scale-down in the
development for systems and networks. In view of
the uncertainties in business environment of sales of
system products in PRC, management exercised a
prudent approach to recognise impairment losses of
approximately HK$15 million for development costs for
systems and networks.

Finance costs for the Period decreased to approximately
HK$0.1 million from approximately HK$0.2 million of the
Previous Period, in line with the decrease in borrowings
during the Period.

REVIEW OF OPERATIONS

With the change in management, the Group continued
its strategic plan of business realignment and structural
transformation to build a solid market base in the culture-
related businesses.

The Group maintained its momentum in European
market, which was supported by continued spending
within the healthcare and emergency services sectors.
However, the weak Euro and Sterling Pound have
put pressure on the margins due to increased costs
of components priced in US dollars. Facing with the
uncertain economic condition and challenging business
environment, the Group continued to focus our
development resources on providing customers with
critical messaging solutions in niche markets.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

REVIEW OF OPERATIONS (continued)

During the Period, the management was reviewing
the mode of operations and the marketing strategy in
activities in technologies and services related to cultural
products, aiming at providing customised solutions
and services for the trading and promotion of cultural
products and collectibles for the consumer market.

Hence, sales of cultural products was temporarily held
up and inventories of artifacts and Tianhuang Stones of
approximately HK$3,379 million held at 30 June 2016
remained in stock by the end of the Period. Management
was designing a suitable business model to capture the
appreciation potential of these cultural products in order
to achieve higher return.

Facing with the uncertain economic condition and
challenging business environment, the Group continued
to explore different options of business realignment
plans with the aim of improving sales and the overall
return.

OUTLOOK
OVERVIEW

Investors catered for a Trump-led economic boom in the
US Stocks which hit record highs amid hopes for tax cuts,
higher infrastructure spending, and lighter regulation from
the new administration. The US dollar and therefore the
HK dollar have also benefited from expectations of an
inflation spurt and higher interest rates. The management
believes that the Trump equity trade can continue thanks
to stronger economic and profit growth, though fiscal
support will likely be delayed. On the other hand, the US
dollar looks vulnerable if inflation paces US rate rises.
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OUTLOOK (continued)
OVERVIEW (continued)

Hopes of fiscal stimulus, including pledges to cut
corporate taxes and huge spending on infrastructure,
led US stocks higher. Stocks also gained on promises
to trim business red tape. Yet the emphasis in the first
few weeks of the administration has been on trade
protectionism and restricting immigration.

Trump's election helped push the US dollar to a 14-year
high. The market has generally assumed that stronger
growth and inflation would force the Federal Reserve
to raise rates faster. The management believes the Fed
will allow inflation to climb faster than they raise rates.
Increasingly negative real interest rates may undermine
the US dollar’'s appeal. The US dollar could also suffer as
monetary policy starts to normalise in Europe or if Trump's
protectionist rhetoric leads to trade wars. Therefore, it's
good timing for the Group to promote cultural products, in
particular antiques, which would provide a good alternative
investment vehicle to allow investors to maintain a
balanced investment portfolio and hedge against the
uncertainty of the present equity and currency investment
market which is political-driven.
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OUTLOOK (continued)
CULTURAL ARTIFACTS INVESTMENT

There are quite a number of artifacts and Tianhuang
Stones in the Group's inventory. Tianhuang Stones are
generally conceived as the “King of Stones” in China.
This jewelry stone from Fujian was said to be worth
its weight in gold, which has long been reflected in
the market price that the current price is higher than
the value of gold. The Management attaches great
importance to these valuable assets, while the Group
believes that by virtue of the advantages of this resource,
the trading plan for these artifacts can be implemented.

To determine its upward trend over the past few years,
the management has appointed an independent valuer to
revalue the value of Tianhuang jewelry stone.

INVESTMENT PLAN IN AUCTION BUSINESS

Auction businesses are experiencing a new lease on life,
thanks to reality TV shows featuring auctioneers and
antique hunters. It's not that auction businesses have
ever disappeared from the landscape, but that scores of
buyers are waking up to the idea of buying secondhand
merchandise in an auction environment.

The Group has planned to recruit elite and skilled
auctioneers to develop auction house projects. In
addition, the Group considers switching to live auction as
one of the ways to improve market share of the project
itself.
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OUTLOOK (continued)
STRONG ROOMS & VAULTS

The Group intends to match its business plan in auction
house by entering into the security industry, with the
aim to design and build high security, prefabricated and
modular strong rooms for sale and leasing. These high
quality, secured structures enable the storage of high-
value items away from the risk of theft, attack or hostage
taking. The main features of these security systems
render that clients’ privacy being protected, ensure
lowest holding and transaction costs in auction related
transactions by enabling direct warehousing before and
after auction while taking the advantage of Hong Kong's
duty-free policy for most artifacts.

Based on the above cultural artifacts investment,
the investment plan in auction business, and the
investment in the strong rooms and vault, the Group is
confident in the future because the success of these
three investments can make the Group’s trade-related
transactions proceed in bulk trading mode afterwards,
while it also allows the public to have a better channel
to be involved, so as to pave the way for the future of
artifacts securitization.
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OUTLOOK (continued)
COMMUNICATION SYSTEMS

The Group’s wholly-owned U.K. subsidiary — Multitone
Electronics is a leading provider of Messaging-System
Solutions to Healthcare, Aged Care, Local Government
and Retail Markets. Multitone has gained a good
reputation in Europe over its 85 years history. Multitone
is specialized in the design and manufacturing of
communication systems and equipment, specifically, the
development and delivery of integrated critical messaging
solutions.

Multitone has taken a substantial market share in both
UK and Germany. Targeted new markets to be explored
include Asia and Eastern Europe. Multitone will work
in collaboration with the Group’'s management in Hong
Kong to introduce its products into the China market.
Management considers that there is a strong demand
for relevant communication systems and equipment in
China. On the other hand, the Group’'s management
would work closely with Multitone in identifying high
quality electronic products made in China and distribute
them through the present well-established distribution
channel in Europe.

INTERNAL CONTROL

Since a reliable and cost efficient Internal Control system
is fundamental to the successful operation and day-to-
day running of a business and in achieving its business
objectives, the new management has engaged a
professional internal control consultant to conduct a study
of the Group’'s overall operations, excluding those of
Multitone Electronic PLC. The Board is currently reviewing
the preliminary reports from this consultant.
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OUTLOOK (continued)
INTERNAL CONTROL (continued)

After finalisation of this report, the management will
take appropriate remedial actions and to rectify any
deficiencies while new systems will be implemented
to ensure that future business will be conducted in
an efficient and proper manner. The management is
confident that once the new system is in place, the
Group's business revenue and therefore the profits will
be greatly enhanced.

Looking forward, the Group intends to seek this
consultant’'s advice to incorporate and implement better
internal control over the strategic, governance and
management processes, covering the company's entire
range of activities and operations on top of those directly
related to financial operations and reporting. Our long-
term target aims to cover not only those aspects of a
business that could broadly be defined as compliance
matters, but extends also to the performance aspects of
the business.

The management understands that good internal controls
need to be responsive to the specific nature and needs
of the business. Hence, the Group would seek to reflect
sound business practice, remain relevant over time in
the continuously evolving business environment and
enable the Group to respond to the specific needs of the
business and industry.

Eventually, the Group’s management hopes to see that

business opportunities are maximised and potential
losses associated with unwanted events reduced.
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LIQUIDITY AND FINANCIAL RESOURCES
FINANCIAL POSITION AND GEARING

The Group’'s financial position remained positive with a
low gearing throughout the Period. As at 31 December
2016, the Group had approximately HK$64.6 million
(30 June 2016: approximately HK$74.4 million) liquid
assets made up of deposits, bank balances and cash.
Current assets were approximately HK$3,489 million (30
June 2016: approximately HK$3,506 million) and current
liabilities amounted to approximately HK$43.2 million
(30 June 2016: approximately HK$65.8 million). With
net current assets of approximately HK$3,446 million
(30 June 2016: approximately HK$3,440 million), the
Group maintained a comfortable level of liquidity. The
gearing ratio of the Group, defined as the Group's total
borrowings of approximately HK$5.2 million (30 June
2016: approximately HK$7.4 million) to equity attributable
to owners of the Company of approximately HK$3,410
million (30 June 2016: approximately HK$3,434 million),
was 0.002 (30 June 2016: 0.002).

As at 31 December 2016, the Group’'s total
borrowings comprised bank loans of approximately
HK$5.2 million (30 June 2016: approximately HK$7.4
million), with approximately HK$3.5 million (30 June
2016: approximately HK$3.7 million) repayable within
one year and approximately HK$1.7 million (30 June
2016: approximately HK$3.7 million) repayable in
the second year. Finance costs for the Period was
approximately HK$0.1 million.
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TREASURY POLICY

The Group is committed to financial prudence and
maintains a positive financial position with low gearing.
It finances its operation and business development by
a combination of internally generated resources, capital
markets instruments and banking facilities.

All the borrowings were used by subsidiaries of the
Company bearing interest at floating rates and were
denominated in their local currencies. As such, the
currency risk exposure associated with the Group’s
borrowings 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 31 December 2016, the Group's capital
commitments authorised but not contracted for were
HKS$nil (30 June 2016: approximately HK$9.8 million). The
Group has set aside sufficient internally generated funds
for the acquisition of property, plant and equipment, and
development of systems and networks.

CHARGES

The Group did not have any charges on assets as at 31
December 2016.
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CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31
December 2016.

SIGNIFICANT INVESTMENTS HELD,
MATERIAL ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES,
AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

Save as the disposal of subsidiaries as disclosed in note
3 to the condensed consolidated financial statements in
this report, there were no other significant investments
held, no material acquisitions or disposals of subsidiaries,
associates and joint ventures during the six months
ended 31 December 2016. There was no plan authorised
by the Board for other material investments or additions
of capital assets at the date of this report.

HUMAN RESOURCES AND
REMUNERATION POLICY

As at 31 December 2016, the Group employed about
186 staff around the globe. Staff costs of the Group
amounted to approximately HK$35.1 million for the
six months ended 31 December 2016 (31 December
2015: approximately HK$46.3 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.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 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 “Stock Exchange”)
pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set
out in Appendix 10 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”)
were as follows:

ESCRSERRAR

RZZE—RE+ZR=+—8 BERAR
EEHRBEED([EH KRG ED )5 352
GFATHEZELMEEMT - HIREFE
BEXZMARAB([BRMDES ETR
(T EmRA DS 10 LT AR ESETE
HFRHHIRESTRI(TRESTRI D RAARRE R
BMXAARTIERH 2B NARNESFEAR
B EEMARER (EE R E S K BEERD
EXVE)ZB IR 2T

Approximate
percentage

Number of the issued
Name of director Capacity of shares share capital
BEBRTRAZ
EsuA &5 ROEE B =
Securities of the Company
KR EEH
Mr. Cheng Yang Corporate interest Note 1 64.94%
BHiE NEER BtaE 1
Securities of Champion Technology
Holdings Limited ( “Champion”,
the Company s holding company)
BEHBEBERRAF] -
([BE] - KRR ] #F S
Mr. Cheng Yang Corporate interest Note 2 27.90%
BiBEE NGIE: E it 2
Notes: Bl -

1. 640,689,792 shares of the Company were held by
Champion. Advanced City Investments Limited (“Advanced
City”) is beneficially wholly owned by Mr. Cheng Yang.
As at 31 December 2016, Advanced City had interest in
approximately 27.90% of the entire issued share capital
of Champion. Mr. Cheng Yang was deemed to have
corporate interest in the shares of the Company held by
Champion.
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2. 1,766,860,957 shares of Champion were held by Advanced
City. Mr. Cheng Yang was deemed to have corporate
interest in the shares of Champion held by Advanced City.

Save as disclosed above, 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 31 December 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 Stock Exchange
pursuant to the Model Code.

SHARE OPTIONS AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Each of the Company and Champion has a share
option scheme under which eligible persons, including
directors of the Company and Champion or any of their
subsidiaries may be granted options to subscribe for
shares of the Company and Champion respectively.

Other than the share option schemes of the Company
and Champion aforementioned, at no time during the
Period was the Company, its holding company, any
of its fellow subsidiaries or subsidiaries a party to any
arrangement to enable the directors of the Company to
acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body
corporate.

During the Period, no option had been granted,
exercised, cancelled, lapsed or outstanding under the
share option schemes of the Company and Champion
aforementioned.
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SUBSTANTIAL SHAREHOLDER

As at 31 December 2016, 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:

FERR
RZE—R"F+ZA=+—H ZAQAIR
BEAFRHEEPIE 36 IKAETHFE 2 ELM
FEPTR - THIAL(RRREEHITRAAE
BRINPEARRIR AR R

Approximate

percentage

Number of the issued

Name of shareholder Capacity of shares share capital

HERITREAZ

RREHE E=gv) RGEE BEA e =&

Champion Beneficial owner 640,689,792 64.94%
HE EREEA

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 31
December 2016.

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

During the Period, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

CORPORATE GOVERNANCE CODE

During the Period, the Company complied with the code
provisions of the Corporate Governance Code set out in
Appendix 14 to the Listing Rules.
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DISCLOSURE OF INFORMATION ON
DIRECTORS PURSUANT TO RULE
13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, the
changes in information of the Directors are set out

below:

(a)

Mr. Cheng Yang resigned as an executive director
and the chief executive officer of Culture Landmark
Investment Limited, the issued shares of which are
listed on the main board of the Stock Exchange, on
24 January 2017.

Mr. Yang Rusheng resigned as an independent non-
executive director of Culture Landmark Investment
Limited, the issued shares of which are listed on
the main board of the Stock Exchange, and was
appointed as an independent director of Ping An
Bank Co., Ltd., the issued shares of which are
listed on the Shenzhen Stock Exchange, both on 24
January 2017.

Save as disclosed above, there is no other change in the

Directors’ information required to be disclosed pursuant
to Rule 13.51B(1) of the Listing Rules.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding
directors’ securities transactions on the terms of the
Model Code. The Company has made specific enquiry of
all directors of the Company, result of which indicates
that the directors had complied with such code of
conduct throughout the Period.

AUDIT COMMITTEE

The audit committee of the Company has reviewed
with the management of the Group the financial and
accounting policies and practices adopted by the Group,
its internal controls and financial reporting matters and
this interim report.

By Order of the Board
Cheng Yang
Chairman

Hong Kong, 27 February 2017
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