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The board (the “Board”) of directors (the “Directors”) of
Kantone Holdings Limited (the “Company”) announces

the unaudited condensed consolidated results of the
Company and its subsidiaries (the “Group”) for the six
months ended 31 December 2017 (the “Period”) with
comparative unaudited figures for the corresponding

period in 2016 (the “Previous Period”) as follows:

CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the six months ended 31 December 2017

EBEEBARLT
KANTONE HOLDINGS LIMITED

EREEEAERAAIARA D ZEER(E
zhe((E5e ) amARARENERT
(R&EEDBE-_ZT—tF+_-A=+—H
EAREATEERS]) 2 REBEZEHALA S
B BRI T -R"FRHBTEFRAM)ZR
REZLLBHFOT

HRGREREEREMEERER

BFE_—F—+F 1+ _H="+—HiEH

Six months ended
31 December

BEt+t=-A=+—HLEAREA

2017 2016
—E—-+ifF —ZE-RF
Notes HK$’000 HK$'000
k=3 FET FET
(Unaudited) (Unaudited)
(REER) (REEFEZ)
Revenue U 2= 2 67,364 70,824
Cost of sales SHE AR (29,749) (36,971)
Gross profit ERBEE 37,615 33,853
Other income, gains and losses  HAMUR A ~ Uezs R EE 2,773 1,894
Gain on disposal of subsidiaries HEMBA R W - 2,167
Distribution costs KA (14,052) (12,695)
General and administrative —BRITHE T
expenses (28,356) (27,241)
Impairment losses recognised for FLFEMERZMEEE
inventories 8 (1,606,508) —
Impairment losses recognised for Ft R4t & 4848 53R AN P
development costs for systems  #&ER 2 REEFE
and networks - (14,650)
Research and development costs F%e R B8 M A~ % H
expensed (1,428) (1,001)
Finance costs R ID N (38) (88)
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EEKEERRAA

KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

(continued)

For the six months ended 31 December 2017

BRGEEEREMEERER®)

BE_FT—+F 1+ -HA="1+—HitEH

Six months ended
31 December

BEt+t=-A=+—HLEAREA

2017 2016

—E—tF ZE-RF

Notes HK$'000 HK$'000
Kt FETT FAET

(Unaudited) (Unaudited)
(REERZ) (REEHEZ)

Loss before taxation MRBLATE B (1,609,994) (17,761)
Income tax expense Frig iz i 4 (355) —
Loss for the period MA®®| (1610,349) | (17,761)
Other comprehensive income/ HittZEUWE (ZH) :
(expense):
Item that will not be BrggEln=BmcIHE
reclassified to profit or loss:
Remeasurement of defined EE TFREEMNERARTE
benefits pension plans 5,069 (8,275)
ltem that may be reclassified HigngElnzEmn2EE
subsequently to profit or
loss:
Exchange difference arising EEINEBBREREE 2
on translation of foreign VE R ZE%R
operations 964 1,948
Other comprehensive income/ HRHEMEMEEE (ZH)
_(expense) for the period 6033 (6,327)
Total comprehensive expense HiRZME X H4ALE
for the period (1,604,316) (24,088)
Loss per share — Basic and BREE — EXREHRS HK(163.23) HK(1.80)
diluted 5 cents &l cents 1l
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EBEEBARLT
KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED HREE BRI E
STATEMENT OF FINANCIAL POSITION
At 31 December 2017 R-EFE—ftF+—-HA=+—H
As at As at
31 December 30 June
2017 2017

R-ZB—tHE WR-ZT—+F
+=A=+—H NA=+H

Notes HK$’000 HK$'000
Bt FET FET
(Unaudited) (Audited)
(RBER) (&5&Z)
Non-current assets kREBEE
Property, plant and equipment ME - WE MRE 7 32,245 31,366
Development costs for systems — R& &4 F KA
and networks — —
L ...o%2245 31,366
Current assets REBEE
Inventories FE 8 53,589 1,658,321
Trade and other receivables EUE 5 Rk E AR 9 31,368 35,928
Cash and cash equivalents HeMReER 73,380 76,101
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 158,337 1,770,350
Current liabilities REEE
Trade and other payables FERTE 5 R E M BRI 10 51,105 56,083
Warranty provision IRERHE 1,178 1,073
Amounts due to directors BN EEFHIE 11 3,680 3,000
Bank borrowing — amount due RITEE — R—FREIH
within one year 1,907 3,636
. 57,870 63,792
Net current assets REBEEFE 100,467 1,706,558

2017/2018 INTERIM REPORT 2017/18 R HIR S



EEEBAERLH
KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED STATEMENT ESHRESHBRRER2)
OF FINANCIAL POSITION (continued)

At 31 December 2017 R-E—F+F+-H=+—H
As at As at
31 December 30 June
2017 2017

R=B—tHF R-T—+LF
+=ZA=t+—H NA=+H

Notes HK$°000 HK$'000
it FET FET
(Unaudited) (Audited)
(REER) (| iz)
Total assets less current EEHBERRBERE
_ liabilities 1327112 1,737,924
Non-current liabilities FREBEE
Retirement benefit obligations RRE R R 59,831 60,727
e 598 60,727
Net assets BEEFE 72,881 1,677,197
Capital and reserves BARGHE
Share capital & s 986,538 986,538
Reserves T (913,657) 690,659
72,881 1,677,197

2017/2018 INTERIM REPORT 2017/18 R B &



CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

For the six months ended 31 December 2017

EBEEBARLT
KANTONE HOLDINGS LIMITED

ERGRERAEZEB X

BE_—FE—+F+HA="+—Hi~MEAH

Retained
profits/
Share Share  Translation (Accumlated Total
capital premium reserve losses) equity
AR/ RA
N K EE EXfE  (RHER) BRAH
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FET FET FET FET FET
At 1 July 2017 (Audited) RZZE—t5tA-H
(E8”) 986,538 795,357 8,208 (112,906) 1,677,197
Loss for the period HnEE - - - (1,610,349)  (1,610,349)
Remeasurement of defined ~ EHFEEMRK:E
benefits pension plans - - - 5,069 5,069
Exchange difference arising RESEKBEREL 2
on translation of foreign EREE
operations - - 964 - 964
Total comprehensive Brzmies/ ()
income/(expense) for Fst
the period - - 964 (1,605,280) (1,604,316)
At 31 December 2017 R-B—+E+-f=1+—-8
(Unaudited) (REER) 986,538 795,357 9,172 (1,718,186) 72,881
At 1 July 2016 RZZ— EtA—-H
(Audited) (85%) 986,538 795,357 8,020 1,643,882 3,433,797
Loss for the period HNEE - — — (17,761) (17,761)
Remeasurement of defined ~ E&EFEEMNEK:TE
benefits pension plans — — — (8,275) (8,275)
Exchange difference arising ABSNEBBEREEL
on translation of foreign ERES
operations — — 1,948 — 1,948
Total comprehensive BHR2AEkRE/ ()
income/(expense) for fak
the period — — 1,948 (26,036) (24,088)
At 31 December 2016 RZE-R"E+-A=1—-H
(Unaudited) (REER) 986,538 795,357 9,968 1,617,846 3,409,709
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EEKEERRAA

KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED HRGAERERB K
STATEMENT OF CASH FLOWS

For the six months ended 31 December 2017

BE_—FE—+F+HA="+—Hi~MEAH

Six months ended
31 December
BEt+-A=+—HLAEA

2017 2016
—E—+tF AT
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REER) (REEEZ)
Operating activities K
Cash used in operations LEMARS (3,385) (3,611)
Tax paid ERHIR (17) —
Net cash used in operating REERFMAZESBE
activities (3.402) (3.611)
Investing activities BREEK
Payment for the purchase of SNHBEWE  BE
property, plant and equipment B (3,510) (3,032)
Other cash flows arising from REEBEEZEMBER
investing activities 94 (790)
Net cash used in investing REXEKFAZES
_activities RE (3.416) (3,822)
Financing activities RLE K
Advance from directors FEHAR 3,680 2,000
Repayment of bank borrowing BERITEE (1,908) —
Other cash flows arising from BhE RIS FT A 2 HAb
financing activities REM (1,218) (2,256)
Net cash generated from/ BMEEKRE(FTA)Z
__lused in) financing activites ~ Re®&® 554 . (256)
Net decrease in cash and cash BRERBEZE2HD
equivalents FEE (6,264) (7,689)
Cash and cash equivalents at HYRERIRSER
beginning of the period 76,101 74,377
Effect of foreign exchanges rates [EXREH) 2
changes 3,543 (2,137)
Cash and cash equivalents at HARRELEESEHE
end of the period 73,380 64,551
2017/2018 INTERIM REPORT 2017/18 % # =



EBEEBARLT
KANTONE HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

For the six months ended 31 December 2017

R AR S MR M=

BE—F—+Ff+ _H=1—HINMEA

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 (“HKAS") 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 2017 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 and the following
amendments are relevant to the Group.

e HKAS 7 Amendments Disclosure Initiative
e HKAS 12 Recognition of Deferred
Tax Assets for Unrealised
Losses
e HKFRSs Amendments Annual Improvements to
HKFRSs 2014 - 2016
Cycle

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. KaEkoBEER
(a) Revenue (a) Uz
Revenue represents the amounts received and IR ig BB AR B Bt M SN A B R
receivable for goods sold and services provided EELEERE 2B U KRR K
by the Group to external customers and leasing HARB W R KA E WA -

income received and receivable during the period.

The revenue of the Group comprises the REEZ WamBE TS
following:

Six months ended
31 December

BE+=-A=+—H1L~EA

2017 2016

S s
HK$°000 HK$'000
FHT FHT

(Unaudited) (Unaudited)
(REERZ) (REFEZ)

Sales of cultural products $HE X LEm - —
Sales of systems and related HERGMEBEE SR

products 42,628 46,569
Rendering of services AR 13,637 13,155
Leasing of systems products HERXBER 11,099 11,100

67,364 70,824

2017/2018 INTERIM REPORT 2017/18 R HIR &



EBEEBARLT
KANTONE HOLDINGS LIMITED

2. REVENUE AND SEGMENT INFORMATION (continued) 2. WERkDEER(E)
(b) Segment information (b) ZHEER
Information regarding the Group's reportable BRAEBA 2R BEER 2N
segments for the purpose of resources allocation T LB E R 9 B R R AT
and performance assessment for the period is 2

reported below:

Sales of
Sales of systems and Leasing
cultural related of systems
products products products Consolidated
HEXL HERRR HERAR
Em HEEM Em me
HK$’000 HK$°000 HK$'000 HK$°000
FHET FHET FET FET
Six months ended EHEZE-ZT—+tF
31 December 2017 +ZA=+-—HI
(unaudited) AMER (REERK)
REVENUE K&
External and total HIMEE R B
revenue - 56,265 11,099 67,364
RESULTS E 3
Segment result DEEE (1,608,001) 3,058 404 (1,604,539)
Interest income WA 94
Gain on disposal of  HEHBA R Z W
subsidiaries -
Finance costs B 7 P AR (38)
Unallocated expenses, &D S — F5
net (5,511)
Loss before taxation  B&#iA1&#E (1,609,994)

2017/2018 INTERIM REPORT 2017/18 R B R &



EEEBAERLH
KANTONE HOLDINGS LIMITED

2. REVENUE AND SEGMENT INFORMATION (continued) 2. WERoEER(E)
(b) Segment information (continued) (b) 2EERE)
Sales of
Sales of systems and Leasing
cultural related of systems
products products products  Consolidated
HENL HEZRGR HERH
E HEE M Em fose)
HK$'000 HK$'000 HK$'000 HK$'000
FEr FEr FEr F&r
Six months ended HEZZ-—XfF
31 December 2016 +=-A=+—HI
(unaudited) AMEB (REER)
REVENUE [
External and total HIMEE R B
revenue — 59,724 11,100 70,824
RESULTS #&
Segment result DIEE (176) (20,503) 1,921 (18,758)
Interest income FBUA 75
Gain on disposal of ~ HEMBAR 2z
subsidiaries 2,167
Finance costs B R AR (88)
Unallocated expenses, AN ECHY — F58
net (1,157)
Loss before taxation BRF{ATE B (17,761)

No assets and liabilities are included in segment

reporting as it is not practicable to make a
meaningful segregation when most of the assets
and liabilities are not separately distinguishable in

the operation of the Group as a whole.

2017/2018 INTERIM REPORT
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3.  AMORTISATION AND DEPRECIATION

EBEEBARLT
KANTONE HOLDINGS LIMITED

3. HMERITE

Six months ended
31 December

BE+=-A=+—H1L~AA

2017 2016
—E—+tF ZE—RF
HK$’000 HK$°000
FET FEIT
(Unaudited) (Unaudited)

(RBER) (REER)

Amortisation on development costs for
systems and networks, included in

ASHERARRA)

Rig e Ak BB 2 B 3 (T

cost of sales - 7,044
Depreciation of property, plant and WE - BEREHEZITEGIA

equipment, included in general and —REITEREEA)

administrative expenses 4,195 4,527
Total amortisation and depreciation BN ITEETE 4,195 11,571

4. INCOME TAX EXPENSE

4.  FIEBXH

Six months ended
31 December
BE+=-A=+—HL~MEA

2017 2016
=F-tF —
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)
(RBER) (REEZ)
Current tax expense: BIEATR B -
— United Kingdom corporate — HEEMER
income tax 355 —
355 —

The UK corporate income tax rate was reduced from
20% to 19% effective from 1 April 2017. UK corporate
income tax is calculated at 19% (2016: 20%) on the
estimated assessable profit derived from UK.

2017/2018 INTERIM REPORT
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EEEBAERLH
KANTONE HOLDINGS LIMITED

INCOME TAX EXPENSE (continued)

Hong Kong Profits Tax is calculated at 16.5% (2016:
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.

LOSS PER SHARE

The calculation of the basic loss per share is based
on the loss for the period attributable to owners of
the Company of HK$1,610,349,000 (2016: loss of
HK$17,761,000) and on the weighted average number
of shares of 986,538,000 shares (2016: 986,538,000
shares) in issue.

Diluted loss per share for the six months ended 31
December 2017 and 31 December 2016 were the
same as the basic loss per share as there were no
potential ordinary shares outstanding during both
periods.

DIVIDENDS
The board of directors has resolved not to pay
any interim dividend for the six months ended 31

December 2017 (2016: nil)

PROPERTY, PLANT AND EQUIPMENT

RSB H (&)

EBFEBIARE BB 2 b ERT S
FIZ16.56% (ZF—7F 1 16.6%) 2 K
E - RRESHBEAN  REBFSHRmS
WAL ET R BUR ) o

BREE

BREABERDBEHALRRBHE AR
15/#5181,610,349,0008 L ( — T — N4 ¢
E518517,761,000870) R B #1712 hi4E
5 J% 17 & B 986,538,000 J% (=& — 7%
F : 986,538,000 f%)5tH

FR A P B B O A B R T 31T B AR
AREE—ET—+tF+_A=+—HK
ZE-RF+ZA=t—BLEANEARZ
BiREEEEIEATREKREEMRR -

BE
BEEeRETNRBEHEEZ-_ZT—tF+-A

=t—BLEREAZPHRE(ZT—K:
&) -

W - BERRE

Amount

k|

HK$°000

FET

Carrying value at 1 July 2017 (Audited) RZE—+tFtA—HZEREE 31,366

(EEZ)

Currency realignment PE 3 7 2 1,575

Additions NE 3,510

Depreciation e (4,195)

Disposal L& (11)
Carrying value at 31 December 2017 R=-B—+tHF+=-A=+—-HZ

(Unaudited) IREE(REER) 32,245

As at 31 December 2017, property, plant and
equipment of the Group with carrying amounts of
HK$11,715,704 (30 June 2017: HK$11,214,960) have
been pledged as securities for the defined benefit
retirement scheme of certain subsidiaries operated in
UK.

2017/2018 INTERIM REPORT
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EBEEBARLT
KANTONE HOLDINGS LIMITED

8. INVENTORIES 7E

As at As at
31 December 30 June
2017 2017
R=-ZB—tHF MZZE—+F
+=A=+—H NA=1H
HK$'000 HK$'000
FET FET
(Unaudited) (Audited)
(REER) (BEZ)
Raw materials JR 8,150 6,602
Work in progress ER G 5,001 5,786
Finished goods (note) BIRK dn (K1 7F) 40,438 1,645,933
53,5689 1,658,321

Notes: Wit

(i)

(ii)

Included in finished goods are cultural products,
including precious stones and artifacts, of
HK$32,468,000 (30 June 2017: HK$1,638,975,000)
which are held for trading and resale in the
ordinary course of business.

As at 31 December 2017, all cultural products
of the Group are stored in the warehouse of a
worldwide security solution company, which is an
independent third party storage service provider.

As at 30 June 2017, around 82% or 117 pieces
out of total 143 pieces of cultural products
were stored in a museum operated by a
company wholly-owned by Prof. Paul Kan Man
Lok, a director and substantial shareholder of
the Company up to 30 September 2016 and
1 October 2016 respectively, on consignment
basis.

2017/2018 INTERIM REPORT
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EEEBAERLH
KANTONE HOLDINGS LIMITED

INVENTORIES (continued)

For the purpose of preparing the consolidated financial
statements for the year ended 30 June 2017, the
Group had engaged cultural product/jewellery experts
to perform an inspection on the inventories of cultural
products. According to these experts, downgradings
and reclassifications were required to be made on a
number of inventory items of cultural products. The
Group engaged an independent valuer to reassess
the current market values of the inventories as at
30 June 2017 based on the findings of the cultural
product/jewellery experts concerning the grading and
classification of the cultural products. As a result of
the assessment, the management of the Group had
determined that the net realisable values of a number
of the inventory items of cultural products were lower
than their costs and that the shortfalls amounted
to an aggregate amount of HK$1,740,108,000.
Accordingly, the Group recognised an impairment loss
of HK$1,740,108,000 for the year ended 30 June 2017.

For the purpose of preparing the unaudited condensed
consolidated financial statements for the six months
ended 31 December 2017, the Group had arranged
another team of cultural product and jewellery
experts from “China Cultural Heritage Information and
Consulting Center” being led by Ms. YANG Zhen Hua
(15 &%) to perform a detailed authentication on all
of the cultural products regarding their grading and
classification. According to these experts, further
downgradings and reclassifications were required to
be made on some of cultural products. The Group
engaged an independent valuer to reassess the current
market values of the inventories as at 31 December
2017 based on the findings of the cultural product
and jewellery experts concerning the grading and
classification of the cultural products. As a result
of the assessment, the management of the Group
had determined that the net realisable values of the
inventory items of cultural products were lower than
their costs and that the shortfalls amounted to an
aggregate amount of HK$3,346,616,000. Accordingly,
the Group recognised an additional impairment loss
of HK$1,606,508,000 for the six months ended 31
December 2017.

2017/2018 INTERIM REPORT

w4

MREREEE—_E—+FANA=THIEFE
Z??Qﬁﬁﬁ%#ﬁﬁﬁﬁa REBMEBEXY
ER/ TEERBIERTEHITE
FHoREZEERZER  EEHHBMHX
TERTFEBEBETRU TTALET D
o AEECEBEB Y HEMZBX)E
m EAERRREEERZ RUESD
Hoiw BERHEAFER-_T—EFX
A=Z+RZBERKMSEE - B LT hE
B AEBEEREBHEBHXILERTE
BHZABHFEENERAE 2584 H
#1,740,108,000 7T © It © AL E R
HE T+ NA=ZTHILFEEZIR
{B#5181,740,108,000 87T °

REREBEE_FT—tF+_A=1+—¢H
Lt/_\flﬂziﬁ%&%?;?ﬁaﬂﬁ? ﬁﬁ‘*#ﬁ%
CAEEE TR REEL LR
XQ(EPIK"TWE_W.@EF‘MJE’Jﬁ %
XHEMREAERKOEMAEXYER
AR LD FEITFREE - BBRZER
FZ2ER FEHETXYWERELE—
Tl THARERS>E - AEEEEFE
UIEEMZBXYER R EAERRZS
XYEMZ M RSB Ew - B Ll
FER_ZE—+tF+_A=+—HZHE
MiHEE - BALAFHEER  AEETR
BHEXYERFEEE 225 FEK
RERAR - ZF & 3% 3,346,616,000%8
Too it AEERBE_ZT—+F+ =
A=+—BLIERNEABRBEINGEEIE

1,606,508,000 & T °

2017/18 R HIR &



9. TRADE AND OTHER RECEIVABLES

EESEERRAA

KANTONE HOLDINGS LIMITED

9. EWE S R AR

As at As at
31 December 30 June
2017 2017

R-Z—t& HZZT—tF
+=BA=+—8 ANA=18

HK$’000 HK$'000

FET FET

(Unaudited) (Audited)

(REER) (F&=|%)

Trade receivables EUWE 5 8RR 19,911 17,833
Other receivables JRE LA BR R 11,457 18,095
31,368 35,928

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 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 follows:

AEEREEZEFPETHBZEER
R RERFZER  RHELEmZME
B 1TAREEMBERME TEPNF
B0RE180 HZIEEH - BURHE MRS
EER - AR BRTRE  YWHEFRHRE
Rt —EARER -

EUEZEFNBERTERRBEERA
HZREBROTEFIWMT

As at As at
31 December 30 June
2017 2017

R=B—£F RoFLF
+=A=+-8  ~A=tA

HK$’000 HK$'000

FET FET

(Unaudited) (Audited)

(REER) (BEZ)

0 — 60 days 0—60H 15,998 16,178

61 — 90 days 61 —90H 2,625 1,600

91 — 180 days 91 — 180 H 1,288 bb
19,911 17,833
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EEEBAERLH
KANTONE HOLDINGS LIMITED

10. TRADE AND OTHER PAYABLES 10. EREZRHEMERR

As at As at
31 December 30 June
2017 2017
R=ZT—+tHF RIE—+F
+=HA=+—H ANA=+A
HK$’000 HK$'000
FET FET
(Unaudited) (Audited)
(REEZR) (%)
Trade payables BB SRR 2,266 7,487
Other payables (note (i) JEASH B BRFR (B A (i) 45,322 48,596

Amount due to a fellow subsidiary e — R R B A w3E
(note (ii) (KT (i) 2,900 —

Amount due to holding company JEATHZE NG A R FIE

(note (ii)) (B & (i) 617 —
51,105 56,083

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

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

BEEmZEERNFI0BE60R -

ENESEFARBERTERREERA
HZ R AIT27I0T

As at As at
31 December 30 June
2017 2017

R=B—t& R_FT—LF
+t=A=+-R ANA=1H

HK$’000 HK$'000

FHT T

(Unaudited) (Audited)

(REEZR) (&%)

0 — 60 days 0—60H 1,990 7,487
91 — 180 days 91 — 180 H 276 —
2,266 7,487

Note (i):  Other payables mainly represented receipts
in advance of HK$14,628,000 (30 June
2017: HK$21,188,000) and accruals.

Note (ii): These amounts are unsecured, non-interest
bearing and repayable on demand.
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11.

12.

AMOUNTS DUE TO DIRECTORS

The amounts due to directors of the Company
are unsecured, non-interest bearing and repayable
on demand. As at 31 December 2017, one of the
directors owned 7.14% indirect beneficiary interest in
the Company.

As at 30 June 2017, the director owned 18.12%
indirect beneficiary interest in the Company but he
already resigned on 15 August 2017 and disposed of
all the shares held by him on 17 August 2017.

OPERATING LEASE ARRANGEMENTS
The Group as lessor

At the end of the reporting period, the Group
contracted with lessees in respect of leasing of
premises and certain equipment which is included in
plant and machinery and communications networks,
which fall due as follows:

EESEERRAA

KANTONE HOLDINGS LIMITED

11.

12.

ENESERE

BRARNREEHEERA - T8
MEREREE - R-_E—+E+_-A
=t H HP " BEEHBFLRQF
7.14% 2 S @ A -

MNZZE—+EXA=10 ZLEEHE
RNRNF8.12% 2 BT H AR - X
RZE—+tFNATHBFEALR=Z
—tFNA+EBEEEBEZRERS °

REHERY
KREBERHAA
RBERTHER  AKERERMERSE

TEAARE BKE LBEEGZREBE
MPETM A4 REMIEROT :

As at 31 December 2017

As at 30 June 2017

RoB-t% RIB—tF

T-A=t-A ~A=TA
Plant and Plant and
machinery and machinery and
Land and communications Land and  communications
buildings networks buildings networks
BE B3 B - #3
1HRET REEHES THREF el
HK$°000 HK$"000 HK$'000 HK$ 000
FEn T#n FAT FET
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (BE%) (8E%)
Within one year —ER 144 1,012 134 209
In the second to fifth year inclusive ~ £-FZEREN(BEERRE) 144 8,771 201 9,357
Over five years ki3 - - — 339
288 9,789 335 9,905

As at 31 December 2017, the future rental income
to be generated from the plant and machinery and
communications networks of the Group amounting to
HK$35,764,875 (30 June 2017: HK$34,090,875) have
been pledged as securities for the defined benefit
retirement scheme of certain subsidiaries operated in
UK.
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EEEBAERLH
KANTONE HOLDINGS LIMITED

12. OPERATING LEASE ARRANGEMENTS (continued)
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:

12.

FEBEREEA

RBEHTES  AEERERYERS
BEZ A AHHEKAEHERM A RRERN
HERBEBEBERAT

As at 31 December 2017 As at 30 June 2017
R=-B—+tF RZT—+t%F
+=A=+—8 ~A=+A

Land and Motor Land and Motor

buildings vehicles buildings vehicles

T REF AE O THRETF b

HK$’000 HK$°000 HK$000 HK$'000
FHET FE FET FET
(Unaudited) (Unaudited) (Audited) (Audited)

(RBER) (REER) (f&&%) (f&&%)
Operating leases which RTFHERZ
expire: KERE
Within one year —FR 1,822 2,950 691 2,103
In the second to fifth F-_FEERFAN(REE
year inclusive EmF) 1,538 2,096 — 2,738
3,360 5,046 691 4,841

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

KANTONE HOLDINGS LIMITED

13. RELATED PARTY TRANSACTIONS 13. BEALRS

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

HEERARBENREEARAA
TBENEFTZBEALRZS

Six months ended
31 December

BE+=-A=+—HI1~AEA

2017 2016
—E—+F ZE-RF
HK$’000 HK$'000
FET FEIT
(Unaudited) (Unaudited)

(RBEX) (REEZ)

Nature of transactions REME
Fees paid by the Group to ANEEE M) EIR A AR
Champion for the provision of MR AT R RERLE

office premises and facilities, and EREzEAR
management services, on cost
basis

- 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 2017 and 30 June 2017, a
corporate guarantee was provided by Champion
to a bank in respect of banking facilities granted
to the Group.
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EEEBAERLH
KANTONE HOLDINGS LIMITED

13. RELATED PARTY TRANSACTIONS (continued) 13. BEALRB(E)
(b) Key management personnel remuneration (b) FEEBAEHMH
Key management personnel are those persons FEFRABRECZBAEE K
holding positions with authority and responsibility MZERERE  BREREHAEE
for planning, directing and controlling the ¥z EEZAL BEARAE
activities of the Group, directly or indirectly, FE-FTEEBABFHMAOT ¢

including the directors of the Company. Key
management personnel remuneration are as

follows:
Six months ended
31 December
BE+=-A=+—HL~MAEA
2017 2016
—E—tF —E—REF
HK$’000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REER) (Ri&EZ)
Salaries and other benefits e hEMER 3,015 667
Performance related incentive BITERBERzES
payments 1,803 255
Retirement benefit scheme RGBT B
contributions 339 9
5,157 931
2017/2018 INTERIM REPORT 2017/18 P B &



INTERIM DIVIDEND

The Board has resolved not to declare an interim
dividend for the six months ended 31 December 2017
(2016: nil).

MANAGEMENT DISCUSSION AND
ANALYSIS

FINANCIAL RESULTS
Revenue

The Group reported a revenue for the six months ended
31 December 2017 of approximately HK$67 million
compared with approximately HK$71 million for the
Previous Period, a slight decrease of approximately 4.9
percent. This was mainly due to changes in the product
mix during the period.

Loss attributable to Owners of the Company

The loss for the six months ended 31 December 2017
is approximately HK$1,610 million compared with
approximately HK$18 million for the Previous Period. The
loss was mainly due to the impairment losses recognised
for the inventories during the period. Loss per share is
HK163.23 cents compared with approximately HK1.80
cents for the Previous Period.

Distribution Costs

The Group's distribution costs for the six months
ended 31 December 2017 was mainly incurred by the
principal subsidiary in United Kingdom — Multitone
Electronics PLC (“Multitone”), which recorded
distribution costs for the six months ended 31 December
2017 of approximately HK$14 million compared with
approximately HK$13 million for the Previous Period,
representing of an increase of approximately 10.7
percent.
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AEBRBE_T—tF+-_A=+—HLt
7~ B A 8% 15 W % £9 67,000,000 % 7T M &
F [F B3 49 & 71,000,000 7% 7T - & R 2 4
49% - W HEFERRNBRNERESZ IR
oo

RATEEABREER

BE-_T—+ttF+-_A=+—HIE~NEAE
18471,610,000,0008 7T MEFRPLH A
18,000,000/ T - BHEEZEMNBAARTEE
ERRZAEBIEMN - BREER163.23
AL mAFRELOA1.8081M -

PR

HE-T—+tF+-A=+—HIEAM@EA &
EBZAOHERATEELAHARFTENE
AT Multitone Electronics PLC([#&&um*]) -
HRBE-E—+F+-A=+—HLE
A 815 2 $HA AN 49 14,000,000 8 7T - T X F
@ HA 47 /413,000,000 7T - 8% R & N4
10.7% ©
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EEEBAERLH
KANTONE HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

FINANCIAL RESULTS (continued)
General and Administrative Expenses

General and administrative expenses for the six months
ended 31 December 2017 increased by approximately
4.1 percent to approximately HK$28 million from
approximately HK$27 million for the Previous Period.

Amortisation and Depreciation

Amortisation and depreciation costs for the six months
ended 31 December 2017 decreased to approximately
HK$4 million, compared with approximately HK$12
million for the Previous Period, due to significant
decrease in amortisation on development costs for
systems and networks as the development costs for
systems and networks were fully impaired during the
year ended 30 June 2017.

Impairment Loss

During the six months ended 31 December 2017, the
Group recognised an impairment loss on inventories of
approximately HK$1,607 million, which was primarily
attributable to the downgrading and reclassification
required to be made on a number of the inventory items
of cultural products according to a preliminary view of
a team of cultural product/jewellery experts. Details of
the downgrading and reclassification are set out in the
section headed “Review of Operation” below.

Finance Costs

Finance costs for the six months ended 31 December
2017 decreased to approximately HK$0.04 million from
approximately HK$0.09 million for the Previous Period,
which was due to partial repayment of bank borrowings
during the Period.
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BEEE
REBEE-ZZET—+tF+ZA=+—HBL
AER AEEBREFEEREESED
1,607,000,00087C * JhE EHRE D XL E
BIFEHEBERXYER EFAEREBEYF
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5Bl RE | —Ef -

B A
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

REVIEW OF OPERATIONS

As disclosed in our 2016/2017 interim report and 2017
annual report, with the change in management, the
Group needs a new business plan for its business
realignment so as to build a solid market in culture-
related businesses.

System Products

For our system products sector, we have started
introducing our existing products from our UK arms into
Hong Kong and China market and vice-versa. We shall
strive to secure some sale contracts before the end of
this financial year. So far, contribution from our system
and development products has remained steady.

Cultural Products

Included in finished goods of the Group as at 31
December 2017 were cultural products, including
precious stones and artifacts, of HK$32,468,000 (as at
30 June 2017: HK$1,638,975,000) which were held for
trading and resale in the ordinary course of business.

All of such cultural products, totaled 143 pieces, have
been kept in the vault of an independent renowned
security company since early December 2017.

A team of cultural product, jewellery experts organized
by Bl X ¥ {= B 7% # F & “China Cultural Heritage
Information and Consulting Center” (the “Consulting
Center”) and led by Ms. YANG Zhen Hua (18 & % )is
engaged to perform an inspection on all the 143 pieces
of cultural products owned by the Group and, in the mid
of January 2018, they came to Hong Kong to do the
authentication work on all of the 143 pieces of cultural
product and upon completion of their stage 1 field work
directed us to arrange for scientific examination with
the GEM Appraisal Center of Peking University (the
"Appraisal Center”) of selected representative samples
plus certain items on which doubts were casted by them.
According to the preliminary advice from these experts,
substantial reclassification and downgrading might be
required. Therefore, the Company’s management with
the assistance of the Hong Kong valuer came up with
their best estimate of the value of inventories based
on such latest available information. The Company's
management was given to understand that the formal
authentication report and evaluation from the Appraisal
Center would be ready sometime in mid-March 2018.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

REVIEW OF OPERATION (continued)
Cultural Products (continued)

In view of the disappointing drop in the value of the
cultural products, we have to restructure a suitable plan
to develop the line of business on cultural products and
to proceed along a more realistic approach in selling the
cultural products that we have in hand. Sale of cultural
products was held up during the reporting period pending
the final results of the authentication exercise.

OUTLOOK

The management of the Group strived to improve the
business operation and financial position of the Group,
and also it has been the business strategy of the Group
to proactively seek potential investment opportunities in
order to enhance value of the Shareholders. For the time
being, other than planning the business strategy on our
cultural products after obtaining the formal authentication
report and evaluation from the Appraisal Center, the
Directors are also actively seeking a feasible solution to
explore China’'s market for our system products of our
subsidiaries in England.

Cultural Artifacts Investment — Shoushan Stone

There are quite a number of artifacts and Shoushan
Stone in the Group's inventory. Shoushan Stone is one
of the “four famous stones for making seals” in Chinese
tradition. It can be found in the Golden Triangle area
at the junction of Jin‘an District, Luoyuan County and
Lianjiang County in the northern suburbs of Fuzhou.
Tracking along the ore vein, it can be divided into 3
series, namely "high mountain, flag hill, moon wave".
The Shoushan mining area was exploited long time ago.
The old saying about “field pit, water pit and mountain
pit" referred to those ore mined at the bottom of the
fields, along water streams and caves respectively. It
is “colorful, oily look, crystal feel, with the moist of
jade, soft and easy to carve, is a good natural material
for carving.” Today, “Shoushan Stone Sculpture” has
been approved by the State Council for inclusion in the
first batch of state-grade “Intangible Cultural Heritage”
category. From 1999 to 2002, after going through 4 years
of assessment from the criteria of state stone, Shoushan
Stone was officially named as “The State Stone of
China”.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

OUTLOOK (continued)

Cultural Artifacts Investment — Shonshan Stone
(continued)

Shoushan Stone was formed after a prolong period
of volcanic hydrothermal alteration, and it has been
confirmed to contain various trace-elements and macro-
elements that are beneficial to the human body and can
play a health-care role on the human body. Therefore, it
has been applied towards the regimes of food, cosmetics
and medicine. After further processing, Shoushan Stones
can become tea pots, candy powder, cosmetic padding
material, raw materials for ceramics and pharmaceutical
blending materials.

Shoushan Stone is rich in trace-elements, such as
calcium, magnesium, zinc, selenium, manganese and
other minerals beneficial to the human body, with the
heat generated after playing in hands, it would generate
far-infrared which is more beneficial to the human
body, rendering absorption of beneficial substances and
removal of impurities.

Shoushan Stone would produce far-infrared thermal
effects which would be absorbed by the human body
with resonance, thus generating the following main
functions:

1. Activate the activities of biological macromolecules,
thereby enhancing the body’'s oxygen content, so
that body cells can restore vitality and improves
mental alertness.

2. Would bring the organism molecules to a higher
vibration state, thus activating the biological activity
of nucleic acid proteins and other molecules, which
would render biological macromolecules to regulate
body metabolism, immunity and other functions.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

OUTLOOK (continued)

Cultural Artifacts Investment — Shonshan Stone
(continued)

3. Far-infrared generated can also promote and
improve blood circulation, and enhance metabolism,
improve phagocytic function of the body's
macrophages, enhance human cellular immunity
and is therefore conducive to human health.

Shoushan Stone is also known as the best carrier of
Chinese history and culture: its subtle and beautiful
look, and its profound cultural and artistic connotation!
It is the first choice of beloved traditional culture. It was
treasured by the emperors of many dynasties and served
as the national stone for ritual sacrifice by Emperor
Qianlong of the Qing Dynasty. It has been an incarnation
of extravagance for thousands of years, which represents
the symbol of power ruling the country!

In assessing the value of Shoushan Stone value,
carving is one of the important aspect in addition to its
origin, history, stone quality and color. Shoushan stone
carvings, especially those of mountain pit types, are
most commonly referred to as “color-oriented carvings,”
meaning that they are created in accordance with the
color of the stone and are very popular for collectors.
For a long time, the heat of speculation in the domestic
Shoushan Stone sculpture market has kept going up.
Good Shoushan Stone sculpture has the following
characteristics.

1. a plump look;

2. smooth carving;

3. polished to the right level,
4. no electrically drilled holes;

5.  proportional,
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

OUTLOOK (continued)

Cultural Artifacts Investment — Shonshan Stone
(continued)

6. vivid image;

7.  well-designed,

8. flawless;

9. skillful color manipulation;

10. Rarity.

When experienced sculptors employed their “Thin
Carvings” technique to create new Shoushan Stone
sculptures, they would carve with a pictorial mind and
meticulously move the picture in their mind into the
Shoushan Stone, creating a state of art in each of their
masterpiece. The carving and size of each Shoushan
Stone determine its grading and value.

The collection of the Group, irrespective of their
complexity in carving, all carry the characteristics of
being balanced, plump, and having a stereoscopic feel.

Investment Plan In Auction Business

Benefiting from reality TV shows on antique auctioning
that have ignited a treasure-hunting fad, the antique
auction business is flourishing with buyers flooding into
the auction market to hunt their own treasures.

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 second hand
merchandise in an auction environment.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

OUTLOOK (continued)
Investment Plan In Auction Business (continued)

As such, the Group has embarked on plans to recruit
industry elites and skilled auction specialists in an effort
to develop our auction projects. Meanwhile, the Group
will focus on live auction to nurture its development,
which in turn will enhance our market share in the
antique auction industry.

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.

Smart City — Multitone

The Smart City concept embraces seven main areas,
namely, “Intelligent Governance”, “Innovative and
Entrepreneurial Service System”, “Natural Disaster
Monitoring System (City Operation and Emergency
Command Center)”, “Smart Tour”, “Intelligent
Education”, “Big Data Bank Center” and "“Intelligent
Transportation”. The setup of Smart City will enhance
the administration and monitoring of urban population,
resources, ecological environment and economic
development. With the help of advanced information
technology such as Internet of Things, big data and
mobile internet, it will greatly enhance the city's overall
planning, administration services, city management,
industrial development, livelihood of people and
emergency command.

A Smart City can provide a new impetus for the urban
economic restructuring and upgrading, provide new
support for urban management services, and inject new
vitality into the improvement of people’s livelihood and
the building of a harmonious society.

In joint hands with Multitone, the Group would focus
on marketing and developing the “Natural Disaster
Monitoring System (City Operation and Emergency
Command Center)” and “Intelligent Education” aspect of
the Smart City market.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

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
with 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 way for the future of artifacts
securitisation.

Communication Systems

Multitone has gained a reputation internationally and has
continued to maintain a substantial market share in both
UK and Germany. Targeted new markets to be explored
include Asia and Eastern Europe. Management in Hong
Kong has already started work in collaboration with
Multitone 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 and we are optimistic in this marketing
direction.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

OUTLOOK (continued)
Education Business
Investment Plan in Education

China is experiencing a peak of childbearing couples
between at the age of between 20-29, and with the
fourth “Baby Boom"” and the introduction of “Two
Children Policy”, we have strong reason to expect an
enormous market of infants and children education.

To cite the National Middle and Long Term Reform and
Development Outlines for Education (2010-2020), the
market size of preprimary education is RMB350 billion
annually, with RMB150 billion of infant education under
age of 3, which would experience 15% compounded
growth, and RMB200 billion for market of age of 3-6,
with 20% compounded growth each year.

It is estimated that the total number of kindergardens
in China would reach over 300,000 by the year 2020,
and among which 200,000 would be private-invested. It
is clear to conclude that the preschool market in China
stands for huge opportunity.

In order to seize the enormous commercial opportunity
in China’s education market, the Group intends to set up
platform company for the purpose of education projects
investment and management, and to combine and
integrate quality resources into the platform for education
projects development.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

OUTLOOK (continued)
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 continue the
review and scrutiny of the Group's (excluding those
of Multitone) overall operations, which, based on new
management’s own observations and studies, the current
operations are found to be reliable and effective. The
Board is implementing the recommendations suggested
by this consultant to improve the overall internal control
of the Group and to prevent recurrence of previous
deficiencies.

As stated in our 2016/2017 Interim Report, the Group
would 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 minimized .

2017/2018 INTERIM REPORT

EBEEBARLT
KANTONE HOLDINGS LIMITED

EEENWE D E)

RE(#E)
A

AR 5 B AR 5 2 A RRER 1 R AT Tk Th
BE  EBABEFSEREEGRRZRE
HMERBECRREEXAMEREREEEZ
FEEASEHEREETBEERB R
W) ERMEEEBAG ZEBRENMIE - BA
BEDNEEN EFSRNLEETZE
M2 WREAKEBREZAMET
KETIEAET R Z R 2 BIREE -

BTN T —LFEFHPRE R
AEBMBSREBER  BEEARZANPE
PEMAKES c BEAREERBRE  WEBHIT
NEBESIE - HAAREAR QG E B ERE
HEEEB R RERCEMAEE - &
MOREEEEETEREREZIEERER
AREEFIE  VEREEFKRESE -

EEEARINRFCABEEERBEER
ZEABUEELRTFR - Bt - AEEKHKE
BHRMZEBER BERBZEBRT
BRECmERBEPERTE  AERAKHE
EAERRGEITEZARBTR -

R AEEEEBLREMEBEE LR
DIBBEFER 2 EERK

2017/18 R HISR &

31



32

EEEBAERLH
KANTONE HOLDINGS LIMITED

CAPITAL REORGANISATION

In October 2017, the Board proposed to implement the

capital reorganisation (the "Capital Reorganisation”)

which comprises the following:

(M

the proposed consolidation (the “Share
Consolidation”) whereby every five (5) issued and
unissued existing shares of HK$1.00 each will be
consolidated into one (1) consolidated share (the
“Consolidated Share"”) of HK$5.00 each;

the total number of Consolidated Shares in the
issued share capital of the Company immediately
following the Share Consolidation will be
197,307,506 rounded down to a whole number by
cancelling any fraction in the issued share capital
of the Company which may arise from the Share
Consolidation;

following the Share Consolidation, the par value of
each of the issued Consolidated Shares of HK$5.00
each will be reduced from HK$5.00 to HK$0.10 per
issued Consolidated Share by cancelling the paid-
up capital of the Company to the extent of HK$4.90
per issued Consolidated Share (the "Capital
Reduction”);

immediately following the Capital Reduction taking
effect, all the authorised but unissued share
capital of the Company (which shall include the
authorised but unissued share capital arising from
the Capital Reduction) will be cancelled in its
entirety and forthwith upon such cancellation, the
authorised share capital of the Company will be
increased to HK$500,000,000 by the creation of
such number of additional New Shares as shall be
sufficient to increase the authorised share capital
of the Company to HK$500,000,000 divided into
5,000,000,000 New Shares;
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CAPITAL REORGANISATION (continued)

(5)  the credits arising from (i) the cancellation of any
fraction in the issued share capital of the Company
which may arise from the Share Consolidation,
and (i) the Capital Reduction, shall be applied to
set off the accumulated losses of the Company
as at the effective date of the Capital Reduction
and the balance (if any) will be transferred to the
distributable reserve account; and

(6) the amount standing to the credit of the
distributable reserve account be applied in any
manner as may be permitted under the articles of
association of the Company and all applicable laws
including, without limitation, eliminating or setting
off the accumulated losses of the Company from
time to time and/or paying dividend and/or making
any other distribution out of the distributable
reserve account from time to time without
further authorisation from the shareholders of the
Company.

The shareholders of the Company approved the Capital
Reorganisation at the adjourned annual general meeting
of the Company held on 29 January 2018 and a hearing
before the Court has been fixed on Friday, 23 March
2018 (Cayman lIslands time) regarding the approval of the
Capital Reduction. Further announcement(s) will be made
to update the shareholders of the Company of the status
of the Court Hearing. For details, please refer to the
circular of the Company dated 9 November 2017 and the
announcements of the Company dated 16 October 2017,
28 December 2017, 1 January 2018, 11 January 2018, 29
January 2018 and 20 February 2018.
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LIQUIDITY AND FINANCIAL RESOURCES
FINANCIAL POSITION AND GEARING

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

As at 31 December 2017, the Group had approximately
HK$73 million (30 June 2017: approximately HK$76
million) liquid assets made up of cash and cash
equivalents. Current assets were approximately HK$158
million (30 June 2017: approximately HK$1,770 million)
and current liabilities amounted to approximately HK$58
million (30 June 2017: approximately HK$64 million).
With net current assets of approximately HK$100 million
(30 June 2017: approximately HK$1,707 million), the
Group maintained a sufficient level of financial liquidity.
The gearing ratio of the Group, which calculation was
based on the Group's total borrowings of approximately
HK$1.9 million (30 June 2017: approximately HK$3.6
million) divided by equity attributable to owners of the
Company of approximately HK$73 million (30 June 2017:
approximately HK$1,677 million), was 0.026 (30 June
2017: 0.002).

As at 31 December 2017, the Group’'s total borrowings
comprised bank loan of approximately HK$1.9 million
(30 June 2017: approximately HK$3.6 million), which
was repayable within one year (30 June 2017: repayable
within one year). The bank loan carried variable interest
rates at 2.52% per annum. Finance costs for the six
months ended 31 December 2017 were approximately
HK$0.04 million compared to approximately HK$0.09
million for the Previous Period.
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LIQUIDITY AND FINANCIAL RESOURCES

(continued)
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 2017, the Group’'s capital
commitments authorised but not contracted for were
HKS$nil (30 June 2017: nil).

CHARGES

The Group did not have any charges on assets as at 31
December 2017.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31
December 2017.
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SIGNIFICANT INVESTMENTS HELD,
MATERIAL ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES,
AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

There were no significant investments held, no material
acquisitions or disposals of subsidiaries, associates and
joint ventures during the six months ended 31 December
2017.

HUMAN RESOURCES AND
REMUNERATION POLICY

As at 31 December 2017, the Group employed about
144 staff around the globe. Staff costs of the Group
amounted to approximately HK$14 million for the
six months ended 31 December 2017 (31 December
2016: approximately HK$35.1 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.

DIRECTORS’ AND CHIEF EXECUTIVE’'S
INTERESTS AND SHORT POSITIONS IN
SECURITIES

As at 31 December 2017, 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 (within
the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")), as recorded in the register
required to be kept by the Company under Section 352
of the SFO, or 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”).
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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.

No options have been granted, exercised or cancelled
by the Company or Champion under the share option
schemes of the Company and Champion since their
adoption.
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SUBSTANTIAL SHAREHOLDER FERR

As at 31 December 2017, so far as is known to the N —
Directors, the following corporations or persons (other AN BRI I HR S 1510 336 15

than the directors or chief executive of the Company)
had an interest or a short position in the shares and

tF+-A=1t—8 ®HEFM

’H

FTHEEzZECMIHEMAR > TINEERAL

underlying shares of the Company as recorded in the (Zxﬂaj%%ﬁ%'%ﬁﬁ)\%%%mézﬁ@ﬂ
register required to be kept by the Company under Pty RARBER D PR B R SOR R

Section 336 of the SFO:

Approximate

percentage*
Number of the issued
Name of shareholder Capacity of shares share capital
HE#RITREZ
RRAHE 14 R EE BHRBED L *
Champion Technology Holdings Beneficial owner
Limited (“Champion”) 640,689,792 (L) 64.94%
BEMREBRARAR(IEE]) BEanBEAA
Guangdong Finance Limited Person having a security
(Note 1) interest in shares 640,689,792 (L) 64.94%
BREEERAR(HE1) RRDFEEZFER 2 AL
Easy Fame Investment (HK) Interest of controlled corporation
Limited (Note 1) 640,689,792 (L) 64.94%
IR & (&) AR REHEEER
(Htet 1)
Lin Ho Man (Note 1) Interest of controlled corporation 640,689,792 (L) 64.94%
SRR (M) Rt EEER
Note: The letter “L" denotes the shareholder’'s long Kzt FRLIETRARRRDERE A o

position in the shares of the Company.

The percentage represents the number of shares of *
the Company involved divided by the number of the
Company's issued shares as at 31 December 2017.

Note: Biat -

1. 640,689,792 shares of the Company, representing 1.

approximately 64.94% of the issued share capital of
the Company, owned by Champion were pledged to
Guangdong Finance Limited under a facility agreement
between Champion and Guangdong Finance Limited.
According to the disclosure of interests forms
of substantial shareholders filed on 6 July 2017,
Guangdong Finance Limited is owned as to 99% by
Easy Fame Investment (HK) Limited, which is in turn
wholly owned by Lin Ho Man.
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SUBSTANTIAL SHAREHOLDER (continued)

Save as disclosed above, as at 31 December 2017, other
than the Directors or chief executive of the Company
whose interests are set out in the paragraph headed
“Directors’ and chief executive’s interests and short
positions in securities” above, no person had any interest
or short position in the shares or underlying shares of
the Company which were required to be recorded in
the register required to be kept by the Company under
Section 336 of the SFO.

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

During the six months ended 31 December 2017, neither
the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities.

CORPORATE GOVERNANCE CODE

During the six months ended 31 December 2017, the
Company complied with the code provisions of the
Corporate Governance Code (the “"CG Code”) set out in
Appendix 14 to the Listing Rules, save for the deviations
below:

(@) Under code provision A.4.1 of the CG Code, all
non-executive Directors should be appointed for a
specific term, subject to re-election. Whilst the non-
executive Directors are not appointed for a specific
term, the term of office for non-executive Directors
is subject to retirement from office by rotation and
is eligible for re-election in accordance with the
provisions of the Company’s articles of association.
At each annual general meeting of the Company,
one-third of the Directors for the time being (or if
their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire
from office by rotation. As such, the Company
considers that such provision is sufficient to meet
the underlying objectives of the CG Code.
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CORPORATE GOVERNANCE CODE

(continued)

(b)  Under code provision E.1.2 of the CG Code, the
chairman of the Board should attend the annual
general meeting. Due to other engagement, Ms.
Wong Man Winny, the chairman of the Board was
out of town and was unable to attend the annual
general meeting held on 28 December 2017 and
the adjourned annual general meeting held on 29
January 2018.

DISCLOSURE OF INFORMATION ON
DIRECTORS PURSUANT TO RULE
13.51B(1) OF THE LISTING RULES

There is no other change in the Directors’ information
required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.

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. After specific enquiry made by the
Company, all of the Directors confirmed that they have
complied with the required standard set out in the Model
Code and the code of conduct of the Company governing
Directors’ securities transactions 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
Wong Man Winny
Chairman

Hong Kong, 27 February 2018
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