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FINANCIAL HIGHLIGHTS

2019 2018 2017 2016 2015
“E-hE —N\F —tF ZT-RF —hF
HK$000 HK$000 HK$000 HK$000 HK$000
FET FET FET FET FET
Results (for the year ended 30 June) ¥#& (BEZAA=THILEE)
- Revenue —z 143,966 136,743 140,854 2,090,426 2,544,174
- Adjusted profit/(loss)* —afl/ (B8) (L@%)* 1,793 (3,438) (1,822) 615,855 58,263
- Attributable profit/(loss) —EERR/ (B8) 2,437  (1,643,888) (1,756,580 (11,764) 8,927
- Dividends —BE - - - - -
— Eamnings/(loss) per share -BREF,/ (FE)
(in HK dollars) (WETH) (ZB—1EZE
(2015 to 2017: Restated) —tF KEF) 0.01 (8.33) (8.90) (0.06) 0.05%
Financial Position (as at 30 June) BBMRR (RABA=1A)
- Cash and cash equivalents* -BekReSE 83,365 71,626 76,101 74,377 196,407
- Total assets -EERE 162,438 158529 1,801,716 3,561,067 3,692,025
- Equity* —fEm 67,458 70914 1,677,197 3,433,797 3,438,988
Financial Ratios (as at 30 June) ¥R (RAA=1H)
— Current assets/Current liabilities -RBEE/RBAEE 1.92 2.15 27.75 53.30 15.01
- Assets/Equity* ~EE/ Rt 241 2.24 1.07 1.04 1.07
~ Sales/Assets - M%%ﬁ/ BE 0.89 0.86 0.08 059 069
— Gearing ratio TR 0.044 0.000 0.002 0.002 0.004
* Excluding impairment * KRet ARE
Excluding overdrafts + TREEX
o Adjusted pursuant to the share consolidation in April 2018 A &;2 NEW A K& OF i 1E 2 8
# Attributable to owners of the Company # NEE= AEG

KANTONE HOLDINGS LIMITED

ANNUAL REPORT 2019
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CHAIRPERSON'S STATEMENT

Dear Shareholders,

On behalf of the board of directors (the “"Board”) of Kantone
Holdings Limited (the “Company’ together with its subsidiaries,
collectively, the “Group”) and the management of the Group,
I ' would like to present the 2019 annual report of the Group.

The year 2019 has been an extremely challenging year. Dark
clouds of the US-China trade war loomed over the global
economy; the Brexit crisis in the UK and the social turmoil in
Hong Kong sent repercussions around the globe. The three
major economic systems of the United States, China and
Europe are the three locomotives that drive the development
of today’s world. With these three major economies careening
towards an inexorable collision, it is inevitable that sparks will fly.
Multinational corporations are suffering as a result, and regional
enterprises cannot escape unscathed either. Disassembly and
reorganization has become a worldwide trend in trade. Although
SMEs will undoubtedly face challenges, they can also take
advantage of new opportunities and rise above the competition.

In the midst of these dramatic changes, the Group has
steadfastly faced off the difficulties. During the 2018/2019 annual
period, the company team strove hard, resulting in considerable
growth in the Group’s business, while taking a firm step forward
in its business segments and delivered solid performance. The
company has achieved revenue creation, expanded operations,
consolidated the results and established future goals. In terms of
the company’s asset structure, the company actively reorganized
its assets, refreshed its portfolio and provided a foundation for
profit creation in the future.

| am pleased to report to the shareholders that under the joint
efforts of the Board of Directors and the staff, the Group has
delivered noticeably improved results during the period of
2018/2019, laying a good foundation for turning the company into
profit.

BALIRIR -

AANEBRERBBEEBERAR(AXRRQT] - &R
HEHfE A raEra8@]) 2852 ((ES
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DB - B AT DA #E - BRI o
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T N\FE_ZT-NFE  AFEERBNITH
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REBERBLIE  BIREA  HEKH - B2
Bl HOR 2R &Y 2 FI &R

AAMAWABRRRSE  EEFSUTRAA
REARSHZT AKEE-_FT—\FE2=
E-NEFE U KREPEESHKEE "
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EREHE

CHAIRPERSON'S STATEMENT

Qualified Audit Opinions

By definition, a complete set of financial statements should
include comparative information in respect of the preceding
period which, in this case, means the figures of 30 June 2018.
Due to the limitation of scopes in the audit of the financial
statements for the year ended 30 June 2017, it carried an
inherited impact on the figures of 30 June 2018. It is merely
for this technical reason that the independent auditor of the
Company has issued a qualified of opinion on the consolidated
financial statements of the Group for the year ended 30 June
2019.

Actually, all issues which had led to the qualified audit opinion
in 2017 were cleared and resolved as stated in the Company'’s
announcement dated 30 April 2018.

As stated in the independent auditor’s report on page 54 of
this annual report, the matters of the abovementioned scope
limitations no longer have any effect on the current figures in the
consolidated financial statements for the year ended 30 June
2019.

A Bright Future for the Internet of Things and Smart
Communication Business

With the mobile communication network poised to enter the 5G
era, smart communication will also put on a brand-new look. New
smart products are game changers; with intelligent robots stand
ready to wait on you; as the Internet of Things (“loT") brings
smart cities to reality. The Group aspires to be the best navigator
for bringing users into the new era and enjoy a smart life!

Through the Company, the Group owns Multitone Electronics
PLC (“Multitone”), an UK incorporated company with nearly
90 years of operating experience. Before the advent of the
Internet, Multitone already provided British and German hospitals
and public services with radio remote communications and
security communication and monitoring systems. The company’s
products and systems are well known for their network stability,
security, reliability and application flexibility, securing vital
customer confidence. Most public hospitals and fire brigades
in the UK use Multitone's network emergency communication
system as their liaison and command system, which illustrates
the reputation and market coverage of Multitone.

KANTONE HOLDINGS LIMITED ANNUAL REPORT 2019
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CHAIRPERSON'S STATEMENT

As we enter the era of smart communication, Multitone will
continue to advance with the times and take things to the next
level. It developed the Mall Call Smart Estate Alert System,
which has been preferred by top international property groups. It
has been deployed in the Canary Wharf Estate in London, where
the new financial city of London is located. The world's top
financial institutions such as HSBC, Barclays Bank, Citigroup, and
others including the news agency Thomson Reuters all have their
headquarter or offices at Canary Wharf.

The Mall Call Smart Estate Alert system has gained another
major project in London. This bespoke system includes three
major components: (1) Centralised Alarm System, (2) Mall Call
Estate Alert, (3) Wide-area mass messaging function.

The fact that Multitone was able to secure service contracts with
such outstanding customers is ample evidence of the company's
level of technology and quality of service.

With the technical advantages of Multitone, the Group will
spare no efforts in expanding its smart communication business
in mainland China, Hong Kong and Southeast Asia, and will
introduce the high-quality intelligent communication solution of
Multitone to contribute to smart living in various regions while
we strive to gain a competitive market share.

Cultural Industry

As China’s economy converges with the world economy, the
wealth of the Mainland attracted international attention. The
purchasing power in particular of Chinese consumers became
a sensation in European and American luxury brand stores,
and the number of Chinese super-riches (meaning those with
individual net worth of more than US$50 million) has proliferated
from around 4,000 to nearly 9,000 in the past five years.
Wealth accumulation of the rich and the middle class has also
experienced unabated gains.

The cultural industry has always been much valued by the
Group, and it is an important cornerstone of the company'’s
business. Following repeated and careful revaluations, we have
finally clarified and confirmed the value of the company’s existing
cultural products. We have currently put the cultural products in
safe custody to await the right moment and opportunity for their
sale.

A 3B E R Multitone 2 75 B2 85 30 3
WE B EEHMall Cal EEWELRR
G REF—MFIBEBREAETENELEEE
RN BAEREEGASHETHHEER -
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CHAIRPERSON'S STATEMENT

According to the statistics of developed countries in Europe
and America, the return on investment of financial securities
is 156% per annum, of real estate is 21%, and the return of
collectible works can be as high as 26%. As a result, cultural
and art investment has an average allocation as high as 20% in
the investment portfolios of the wealthy in Europe and America.
What seemed like a dream with the slogan of “Surpassing the
United Kingdom and Catching up with the United States” from
when China reorganized its economy in the 1950s is now very
much a reality! There has been a similar leap in the Chinese
cultural art market, with Chinese buyers have already shown their
astonishingly deep pockets by making amazing purchases. In the
auction market, prices for famous works and antique collections
have hit new highs, forcing European and American collectors
to re-assess Chinese buyers. Chinese art will be in the limelight,
and the Group is actively exploring new varieties and markets, in
order to rejuvenate this business segment and create revenue
for the Group!

Appreciation

On behalf of the Board, | would like to express our sincere
gratitude to our customers, suppliers, business partners and the
shareholders for their continuous support. At the same time,
| would give special thanks to all the employees of the Group for
their devotion and achievements under the current challenging
business environment. As always, we are committed to exploring
new business opportunities, diversifying our business and
creating higher benefits and profits for our shareholders.

Ms. WONG Man Winny
Chairperson
Hong Kong

27 September 2019
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CEEI R

MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL RESULTS
Revenue

Kantone Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “"Group”) reported a revenue for the year under
review of approximately HK$144 million, as compared with
approximately HK$137 million of the previous year.

The Group recorded a slight increase in revenue of HK$7
million. During the year under review, the Group's growth in the
European market within the healthcare, emergency services and
smart city communication sectors remained steady.

In order to maintain the products’ competitiveness, the Group
has continued to focus on optimizing its development resources
to provide customers with specific critical messaging solutions in
the niche markets.

In addition, the Group's management has been working with the
technical team in UK to develop a new business model for our
potential customers in mainland China and Hong Kong market
by providing them with tailor-made solutions. For details, please
refer to the "OUTLOOK" section.

Profit attributable to Owners of the Company

Profit for the year was approximately HK$2.4 million, as
compared with the loss for the previous fiscal year of
approximately HK$1,644 million. The significant loss for last
year was mainly due to the impairment losses of approximately
HK$1,635 million recognised in the inventory of cultural products.
Earnings per share is HK$0.01 compared with loss per share
HK$8.33 of the previous year.

Distribution Costs

The Group's distribution costs for the year were mainly attributed
to our principal subsidiary in UK — Multitone Electronics PLC
(“Multitone”), which recorded distribution costs for the year
under review of approximately HK$29 million as compared with
approximately HK$28 million in 2018.

General and Administrative Expenses

General and administrative expenses for the year increased by
approximately 2 percent to approximately HK$54 million from
approximately HK$53 million of previous year.

M RE
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL RESULTS (continued)
Impairment Losses

The Group recognised an impairment loss on inventories of
approximately HK$1,635 million in the fiscal year 2018.

Finance Costs

Finance costs for the year decreased to approximately
HK$249,000 from approximately HK$308,000 as compared with
the fiscal year 2018.

BASIC FOR QUALIFIED OPINION

By definition, a complete set of financial statements should
include comparative information in respect of the preceding
period which, in this case, means the figures of 30 June 2018.
Due to the limitation of scopes in the audit of the financial
statements for the year ended 30 June 2017, it carried an
inherited impact on the figures of 30 June 2018. It is merely
this technical reason the independent auditor of the Company
has issued a qualified of opinion on the consolidated financial
statements of the Group for the year ended 30 June 2019.

Actually, all issues which had led to the qualified audit opinion
in 2017 were cleared and resolved as stated in the Company'’s
announcement dated 30 April 2018.

As stated in the independent auditor’s report on page 54 of
this annual report, the matters of the abovementioned scope
limitations no longer have any effect on the current figures in the
consolidated financial statements for the year ended 30 June
2019.

KANTONE HOLDINGS LIMITED ANNUAL REPORT 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

REVIEW OF OPERATIONS
System Products

As stated in the interim report 2018, the Group will continue
exploring opportunities for the systems sales, lease and licensing
segment and to broaden the geographic base of customers,
especially to Hong Kong, mainland China and Southeast Asia
market. During the year under review, through our business
networks, we provide our customers with different kinds of total
solution for their business, such as emergency communication
system, loT integration and smart property management. Our
technical team from Multitone and Multitone (Asia) Smart
Communication Technology Company Limited are now working
with the world's leading intelligent monitoring system equipment
supplier to enhance our existing system products with the
multiple of intelligent analysis functions such as face search,
blacklist arming and stranger recognition etc., that greatly
improve the video surveillance in its preventive function and
responsible efficiency.

After the in-depth business study and introduction of the products
of Multitone to mainland China and Hong Kong, we started to
develop a new system solution product for our target customers,
such as loT service etc. More details of that development are
provided in the “Outlook” section. As we enter the era of smart
communication, Multitone will continue to advance with the
times and take things to the next level. It developed the Mall
Call Smart Estate Alert System, which has been preferred by
top international property groups. It has been deployed in the
Canary Wharf Estate in London, where the new financial city of
London is located. The world’s top financial institutions such as
HSBC, Barclays Bank, Citigroup, and others including the news
agency Thomson Reuters all have their headquarter or offices
at Canary Wharf. So far, during the year under review, business
and contribution from system products have maintained a steady
growth. The revenue for this sector was approximately HK$144
million (2018: approximately HK$137 million).

Cultural Products

Cultural products, including precious stones and artifacts, valued
at HK$4,187,000 (as at 30 June 2018: HK$4,360,000) which
have been held for trading in the ordinary course of business are
included in the inventories of the Group as at 30 June 2019.

Since November 2017, all such cultural products, totalling 143
pieces, have been kept in a secured warehouse run by a world-
renowned security solution company, which is an independent
third party to the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK
System Products

As stated in the interim report 2018, on top of our large market
share in western countries, the Group planned to develop and
achieve sustainable growth of its core businesses — to expand
the markets and customer base for our UK subsidiary Multitone
into mainland China, Hong Kong and Southeast Asia. The
management considered that the strategies adopted have been
fruitful in achieving this aim.

We provide comprehensive solutions to customers through
the integration of artificial intelligence, intelligent surveillance
system, loT and indoor positioning system in concomitant with
the development of smart cities in the future. By way of loT,
various types of sensors can be connected to the Company's
system products enabling them to generate alert messages
and automatically dispatch operation instruction to the task
force. Equipping with indoor positioning system and intelligent
monitoring system, it achieves a total solution of monitoring,
alert, assessment, response, reinforcement and communication.
This enables the users to take timely actions efficiently and
economically. As always, this is also the focus of our system
products development in the foreseeable future.

With the technical advantages of Multitone, the Group will
spare no efforts in expanding its smart communication business
in mainland China, Hong Kong and Southeast Asia and will
introduce the high-quality intelligent communication solution of
Multitone to contribute to smart living in Hong Kong while we
strive to gain a competitive market share.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK (continued)
Cultural Industry

The cultural industry has always been much valued by the Group,
and it is an important cornerstone of the company's business.
Following repeated and careful revaluations, we have finally
clarified and confirmed the value of the company’s existing
cultural products. We have currently put the cultural products in
safe custody to await the right moment and opportunity for their
sale.

According to the statistics of developed countries in Europe
and America, the return on investment of financial securities
is 156% per annum, of real estate is 21%, and the return of
collectible works can be as high as 26%. As a result, cultural
and art investment has an average allocation as high as 20% in
the investment portfolios of the wealthy in Europe and America.
What seemed like a dream with the slogan of “Surpassing the
United Kingdom and Catching up with the United States” from
when China reorganized its economy in the 1950s is now very
much a reality! There has been a similar leap in the Chinese
cultural art market, with Chinese buyers have already shown their
astonishingly deep pockets by making amazing purchases. In the
auction market, prices for famous works and antique collections
have hit new highs, forcing European and American collectors
to re-assess Chinese buyers. Chinese art will be in the limelight,
and the Group is actively exploring new varieties and markets, in
order to rejuvenate this business segment and create revenue
for the Group!
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES
Financial Position and Gearing

The Group's financial position remained positive.

As at 30 June 2019, the Group had approximately HK$83
million (2018: approximately HK$72 million) liquid assets made
up of deposits, bank balances and cash. Current assets were
approximately HK$134 million (2018: approximately HK$129
million) and current liabilities amounted to approximately HK$70
million (2018: approximately HK$60 million). With net current
assets of approximately HK$64 million (2018: approximately
HK$69 million), the Group maintained a healthy level of financial
liquidity. As at 30 June 2019, the Group had no borrowings (2018:
no borrowings) and a zero gearing ratio (2018: zero gearing ratio
of the Group, defined as the Group's total borrowings to equity
attributable to owners of the Company, was zero).

As at 30 June 2019, the Group had no borrowings (2018: no
borrowings). Finance costs for the year was approximately
HK$249,000 (2018: approximately HK$308,000).

Treasury Policy

The Group is committed to manage its financial resources
prudently and to maintain a positive liquid financial position
with reasonable gearing. The Group finances its operation and
business development by a combination of internally generated
resources, capital market instruments and banking facilities.

As there was no borrowing during the year under review, there
was no currency risk exposure associated with the Group's
borrowings.

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 significant exposure to foreign exchange is
anticipated, appropriate hedging instruments will be used.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

(continued)
Capital Commitments

The Group did not have any capital commitments as at 30 June
2019.

Charges

Certain property, plant and equipment of the Group with the
aggregate carrying amounts of approximately HK$11 million have
been pledged as collaterals for the defined benefit retirement
scheme of certain subsidiaries operated in UK.

Save as disclosed above, the Group did not have any charges on
assets as at 30 June 2019.

Contingent liabilities

As at 30 June 2019, the Group had no material contingent
liabilities (2018: Nil).

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 year ended 30 June 2019.

There is no plan for other material investments or additions of
capital assets as at the date of this report.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

R-ZE—HAF A -++tH AS AT 27 SEPTEMBER 2019

EXECUTIVE DIRECTORS

Ms. WONG Man Winny, aged 45, has been an executive
Director and the Chairperson of the Board since October 2017.
She is currently an executive director and the Chairperson of the
board of directors of Champion Technology Holdings Limited
("“Champion”), which is the holding company of the Company
holding 64.94% of the issued shares of the Company as at the
date of this report and the issued shares of which are listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”); and a director of Multitone Electronics PLC
(“Multitone”). Ms. Wong served as the licensed representative
of Business Securities Limited from 2003 to 2004. She has
over 10 years of experience in corporate management and
investment.

Mr. LIU Ka Lim, aged 63, has been an executive Director and an
authorised representative of the Company since October 2016.
He has over 30 years of professional experience in the field of
finance and accounting. He is a fellow member of the Association
of Chartered Certified Accountants and an associate member
of the Hong Kong Institute of Certified Public Accountants. He
is also a member of the Hong Kong Securities and Investment
Institute. Mr. Liu is currently an executive director of Champion,
which is the holding company of the Company holding 64.94%
of the issued shares of the Company and the issued shares of
which are listed on the Main Board of the Stock Exchange; and
a director of Multitone. During March 2004 to August 2006, Mr.
Liu was the chairperson of Galileo Capital Group Limited (now
known as Sun International Group Limited), a company listed on
the GEM of the Stock Exchange. During October 2003 to March
2006, Mr. Liu was the chairperson of Wonderful World Holdings
Limited (now known as Good Resources Holdings Limited), a
company listed on the Main Board of the Stock Exchange. During
January 2011 to June 2013, Mr. Liu was a non-executive director
of United Pacific Industries Limited (now known as Superactive
Group Company Limited), a company listed on the Main Board of
the Stock Exchange.

NON-EXECUTIVE DIRECTOR

Ms. TO Yin Fong Cecilica, aged 39, has been a non-executive
Director since July 2017. Ms. To is currently a Barrister-at-Law.
Ms. To holds a postgraduate certificate in laws from University of
Hong Kong and a graduate diploma in English and Hong Kong law
from Manchester Metropolitan University. Ms. To was admitted
as a barrister of the High Court of HKSAR in 2009. Ms. To has
about 10 years of experience in the legal field. Ms. To is currently
a non-executive director of Champion, which is the holding
company of the Company holding 64.94% of the issued shares
of the Company and the issued shares of which are listed on the
Main Board of the Stock Exchange; and a director of Multitone.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LEUNG Man Fai, aged 55, has been an independent non-
executive Director since October 2017. Mr. Leung has extensive
experience in accounting and finance. Mr. Leung received a
Bachelor of Arts degree in Accountancy from the City University
of Hong Kong. He is a fellow member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. Mr. Leung is
currently an independent non-executive director of Champion,
which is the holding company of the Company holding 64.94%
of the issued shares of the Company and the issued shares of
which are listed on the Main Board of the Stock Exchange. Mr.
Leung served as a financial controller and company secretary
of a private company during 2003 to 2006. From 1996 to 2003,
he served various roles including financial controller, company
secretary and finance manager in several listed companies within
the ITC Corporation Limited (now known as PT International
Development Corporation Limited) (stock code: 372), the shares
of which are listed on the Main Board of the Stock Exchange.
He also worked as a senior accountant during 1992 to 1996 in
Hopewell Holdings Limited (stock code: 54), the shares of which
are listed on the Main Board of the Stock Exchange. Mr. Leung
had also been an independent non-executive director of China
Aluminum Cans Holdings Limited (stock code: 6898), the shares
of which are listed on the Main Board of the Stock Exchange,
during the period from June 2013 to June 2016. Currently,
Mr. Leung is the chief financial officer and company secretary
of Da Ming International Holdings Limited (stock code: 1090),
the shares of which are listed on the Main Board of the Stock
Exchange.

Ms. CHUNG Sau Wai Ada, aged 47, has been appointed as an
independent non-executive Director since July 2017. Ms. Chung
has extensive experience in auditing and accounting. Ms. Chung
held various senior positions in professional firms and commercial
field, including accounting manager of a listed company in
Hong Kong. Ms. Chung holds a Bachelor of Arts degree from
York University and a diploma in accounting from The School of
Professional and Continuing Education of The University of Hong
Kong. Ms. Chung is a member of the Chartered Professional
Accountants of British Columbia, Canada.

Mr. Clayton IP, aged 41, has been appointed as an independent
non-executive Director since June 2017. Mr. Ip is a business
entrepreneur and has over 10 years of experience in corporate
administration, management and investment. Mr. Ip is
specialised in the printing and self-storage industry.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

R-ZE—HAF A -++tH AS AT 27 SEPTEMBER 2019

COMPANY SECRETARY

Mr. CHAN Wai, aged 50, has been the company secretary of the
Company since October 2016, and he is also the chief financial
officer and an authorised representative of the Company. Mr.
Chan has 27 years of experience in accounting and financial
management. Mr. Chan holds a master degree in Professional
Accounting awarded by The Hong Kong Polytechnic University.
He is a member of the Hong Kong Institute of Certified Public
Accountants, an associate of the Association of Chartered
Certified Accountants and Institute of Chartered Accountants
in England and Wales. Mr. Chan is currently the chief financial
officer, company secretary and an authorised representative
of Champion, which is the holding company of the Company
holding 64.94% of the issued shares of the Company and the
issued shares of which are listed on the Main Board of the Stock
Exchange, and a director of certain subsidiaries of the Company.

SENIOR MANAGEMENT

Mr. Stephen Alan GENTRY, aged 63, is the chief executive
of Multitone, with responsibilities for formulating the overall
policy and development strategy for the Group's international
operations. He is also a director of several of the Group's
subsidiaries. He joined the Group in 1988 as financial accountant
of the UK operations, and has considerable experience working
for the Group’s various European and American operations. He
has been the chief executive of Multitone since 2003 and is a
member of the Institute of Directors.

Mr. Frank ROTTHOFF, aged 56, is the managing director of
the German operations and a director of Multitone. He joined
the Group in 2008 and has extensive experience in sales and
marketing management in the electronics industry. His earlier
career covered international sales of industrial machinery and
process technology before entering the semiconductor sector
in 1989. He was responsible for the sales and marketing of a
leading European distributor of electronic components before
joining the Group.

Mr. Terry John MILLER, aged 80, has been a consultant of the
Group since March 2017 and a director of Multitone. Previously,
he held the position of deputy chief executive at Hong Kong
Telecommunications Limited, and was the regional director, Asia/
Pacific, of Cable & Wireless PLC. He is a fellow of the Institute
of Chartered Accountants in England and Wales and is the
former president of the Hong Kong Institute of the International
Association of Financial Executives. He was an independent non-
executive director of Champion, which is the holding Company of
the Company holding 64.94% of the issued shares of which are
listed on the Main Board of Stock Exchange from May 1992 to
March 2017.
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The Directors would like to present their annual report and the
audited consolidated financial statements for the year ended 30
June 2019.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in systems products, software licensing
and customisation, and leasing of systems products and trading
of cultural products.

ADOPTION OF CHINESE NAME AS DUAL
FOREIGN NAME

At the 2018 Annual General Meeting of the Company held on 19
December 2018, the special resolution relating to the adoption of
Chinese name " HiBEE AR AT " as the dual foreign name of
the Company was passed by the shareholders.

The adoption of dual foreign name had been registered with the
Registrar of Companies in the Cayman Islands on 21 December
2018 and Registrar of Companies in Hong Kong on 14 January
2019. All existing share certificates of the Company bearing the
existing name of the Company continue to be evidence of legal
title to the Shares and valid for trading, settlement, registration
and delivery purposes. The English and Chinese stock short
names of the Company for trading in the Shares on the Stock
Exchange remain unchanged.

BUSINESS REVIEW

A review of the Group’s business, an indication of its likely
future development and an analysis as well as particulars of
important events affecting the Group that have occurred since
the end of the year ended 30 June 2019 (if any) are discussed
in the “Chairperson’s Statement” and “Management Discuss
and Analysis’ sections from pages 5 to 15. On the other hand, a
description of the principal risks and uncertainties faced by the
Group is set out in the “Corporate Governance Report” on pages
52 and 53. The above discussions form part of this report.

In addition, the financial risk management objectives and policies
of the Group are shown in note 5 to the consolidated financial
statements.
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ENVIRONMENTAL POLICY AND PERFORMANCE

The Group puts great emphasis in environmental protection
and energy conservation to enhance the capacity of sustainable
development and undertake relative social responsibility.
Through the establishment of an ever-improving management
system, energy conservation and environmental protection were
strongly promoted, leading to the remarkable achievement of
environmental management.

Pursuant to Rule 13.91 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), the
Company will publish an Environmental, Social and Governance
("ESG") Report within three months after the publication of this
annual report in compliance with the provision set out in the ESG
Reporting Guide in Appendix 27 to the Listing Rules.

COMPLIANCE WITH RELATED LAWS AND
REGULATIONS

Compliance procedures are in place to ensure adherence to
applicable laws, rules and regulations, in particular, those of
which may have a significant impact on the Group. Save as
otherwise disclosed and as far as the Board and management
are aware, the Group has complied with all related laws and
regulations in all material aspects which may have significant
impact on the business and operation of the Group during the
year under review.

RELATIONSHIP OF STAKEHOLDERS

The Company believes that employees, customers and business
partners are the key to maintain continuous sustainable
development. The Company is committed to be people-oriented
and build up good relationship with its employees. The Group
provides on-the-job training and development opportunities to
enhance its employees’ career progression. Through different
trainings, staff's professional knowledge in corporate operations,
occupational and management skills are enhanced. The Group
also values the health and well-being of its staff. In order to
provide employees with health coverage, its employees are
entitled to medical insurance. The Group also works together
with its business partners to provide high quality products and
services to achieve the goal of sustainable development and
contribution to the society.

There was no material and significant dispute between the Group
and its distributors and/or customers during the year under
review.
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RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June 2019 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 61 and in the accompanying
notes to the consolidated financial statements.

The Directors do not recommend any payment of final dividend
for the year ended 30 June 2019 (2018: Nil). Capital will be
reserved for the expansion of the Group's business and to
capture investment opportunities arising in the future. There is
no arrangement that shareholder has waived or agreed to waive
any dividend.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 26 to the consolidated financial
statements.

DIVIDEND POLICY

The Board established a dividend policy (the “Dividend Policy”)
in December 2018, pursuant to which the Company may declare
and distribute dividends to the shareholders.

In considering the payment of dividends, the Board shall take into
account, among other things, the actual and expected financial
performance of the Group, retained earnings and distributable
reserves of the Company and each of the members of the Group,
cash flow, working capital requirements, capital expenditure
requirements and future expansion plans of the Group, the
liquidity position of the Group, general economic conditions,
business cycle of the Group's business, future prospects and
other internal or external factors that may have an impact on the
business or financial performance and position of the Company
and any other relevant factors that the Board may consider
relevant.

The payment of dividend by the Company is also subject to
compliance with applicable laws and regulations including
the laws of the Cayman Islands and the Company's Article of
Association (the “Articles of Association”). The Board will
continually review the Dividend Policy from time to time and
there can be no assurance that dividends will be paid in any
particular amount for any given period.
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RESERVES

Movements in the reserves of the Group and the Company
during the year under review are set out in the consolidated
statement of changes in equity on page 64 and note 31 to the
consolidated financial statements, respectively.

DISTRIBUTABLE RESERVE OF THE COMPANY

Detail of the distributable reserves of the Company as at 30 June
2019 are set out in note 31 to the financial statements.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on pages
159-160.

CHARITABLE DONATIONS

The Company did not make any charitable donation for the two
years ended 30 June 2018 and 2019.

RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit schemes are set out in note 24
to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

DIRECTORS AND SERVICE CONTRACTS

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

Executive Directors:

Ms. WONG Man Winny (Chairperson)
Mr. LIU Ka Lim

Non-executive Director

Ms. TO Yin Fong Cecilica

Independent Non-executive Directors

Mr. LEUNG Man Fai
Ms. CHUNG Sau Wai Ada
Mr. Clayton IP

KANTONE HOLDINGS LIMITED ANNUAL REPORT 2019

it fa

AEBRARAREDBEERNZEEZEESH D
RIENECAB 2 IR RARZE R NERAE
TERERMIEEST ©

A B 2B 7k

KRBV ZE—NFRNAZTBZADKEHE
HIBEHR TS RERMFES -

IFUHREE

AEBRROAETREEZEBUREER
BERBFHMNEIG9ZE 1605 °

=

%\m}ﬁa')\

BE-Z-\FR-_FT-NAFRA=1THLM
EFE  NRABDELEELEMBEZBR -

R SERI R
RAERE BB RN G A M B RRM 24 -

M - BEREE
AEBRAEENEMNE BERRE2E
B EMNGRA B I RERM 15 -

ﬁ%&gﬁ;ﬁ‘}m l\/J
REERBEAREAHIL EFR -

HITES:
BHLLT (EF)
BEREE

FUITES
HHEL L

BUFYITES
AR L
BEELL
TERIE ST



In accordance with article 87(1) of the Articles of Association,
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 so that each Director
shall be subject to retirement at least once every three years.

In accordance with article 86 (3) of the Articles of Association,
any Director appointed by the Board at any time either to fill a
casual vacancy on the Board or as an addition to the existing
Board shall hold office only until the forthcoming annual general
meeting of the Company and shall then be eligible for re-election.

None of the Directors has a service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation) as at the date
of this report.

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, there is no other
change in the Directors’ information required to be disclosed
during the year under review.

SHARE OPTION SCHEME AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR DEBENTURES

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

Details of the share option schemes of the Company and
Champion are set out in note 27 to the consolidated financial
statements.

No share option has been granted since the adoption of the share
option schemes of the Company and Champion.

Other than the share option schemes described in note 27 to
the consolidated financial statements, at no time during the year
was the Company, its subsidiaries, holding companies or fellow
subsidiaries a party to any arrangement to enable the Directors
to acquire benefits by means of acquisition of shares in, or
debentures of, the Company or any other body corporate.

EEgHRE
DIRECTORS’ REPORT

RIBABERMAFIINIE EF =H2z—2
EE(CMHEEASLIE= ZH%& Al &¥#iEE
TR =5 2—2)\%()//@%# BT AHEE
EHEEVE=FRE—

RIFAMERAMAEGQ) K AEFERTE
HEFTEERJERBREESTEHNEKEBEZE
%’E&%Eéﬁ%%fﬂéZ%f RN
BFERERLE UNAERER

RABEEH MEEFT LETMAEETEE
R—FRBEFELRE CEEMERIN) MK L
ZIRIEAHK

RiE L HRAZE1351B(N)IRKEE
E2EHR

B FmHAE135B) B EAMEBES
BERZEBEHNOBEFENETUREE -

BRESIARESBERONESFZ

R

AR R REREERA A tﬁﬂwﬁﬁ%%%

Bt ARBAL (BEALA BEXR

FEAZHER 72%%&7&%% RAELAS B
REAAFIRBE 2R «

ARARRBEZBREFSFBERRESTE
i&i‘«%ﬁﬁafﬂ o

BARA REERNERET AR BER
A o

ik ﬁ?fﬁ%iﬁﬁwufﬂﬁﬁLZ@%HﬁﬁE?F%M\\’
AR HWBAR ZERABREFRRMER
TE$¢FW{£TTE%Fﬂiﬁ4ﬂi/ BRI L BE - B
FEEFAEBBEARNR A SEMEMEARE
ZB I REF ML o

—NEFR BREEARAT

23



24

EEgRE
DIRECTORS’ REPORT

DIRECTORS' INTERESTS AND SHORT POSITIONS
IN SECURITIES

As at 30 June 2019, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures 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
under Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the
“Model Code") as set forth under Appendix 10 of Listing Rules
were as follows:

Interests in shares of associated corporation

EECEFEERAR

RZZE-NAFAA=1TH REZHFLHEK
7 (T RBEMRE ) L3521 REARFA
THEEZERMARLE  HARE £ R RIH &
0B EMBTAESTETESRZINREST
A ((REFRADAARRNRBZXMAITIERZ
BA ARREERREZITBRABEARRA
FEAMBABEE (EERBHFAAEHIE
XVER) Z Bt ~ IRBER D MBS R 2 K

HEWTE

RAEEEE IR0 2

Approximate
percentage*

of the issued

share capital of

the relevant
Number of associated
Name of associated corporation Name of director Capacity shares corporation
HEEESEE
BETRA
HEEEAR BEpg REG#E 2B
Champion Technology Mr. Clayton Ip Beneficial owner 6,000,000 (L) (note 1) 0.88%
BE BRELE ExfiBA (Hizt1)
Notes: HiaF -
1. The letter “L" denotes the Director's long position in the shares of 1. FRILIEXRTEAREBEEROPES Z2HE ©

the relevant associated corporation.

* The percentage represents the number of shares involved divided
by the total number of the issued shares of relevant associated
corporation as at 30 June 2019.

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
30 June 2019 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.
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DIRECTORS' INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

Save as disclosed in the section headed “Related Party
Transactions” below, no transactions, arrangements and
contracts of significance in relation to the Group’s business to
which the Company, its subsidiaries, holding company and any
of their subsidiaries was a party and in which a Director or his/
her connected entity had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during
the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the Directors is interested in any business apart from the
Group's business which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in the section headed “Related Party
Transactions” below, no contract of significance has been
entered into between the Company or any of its subsidiaries and
the controlling shareholder (as defined in the Listing Rules) of the
Company or any of its subsidiaries.

CONNECTED TRANSACTIONS

The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing
Rules.

During the year under review, the Group did not conduct any
non-exempt connected transaction or continuing connected
transaction under Chapter 14A of the Listing Rules.

RELATED PARTY TRANSACTIONS

During the year ended 30 June 2019, the Group had entered
into certain transactions with parties which were regarded as
“Related Parties” under the applicable accounting principles.
Details of those related party transactions are set out in note 30
to the consolidated financial statements. The transactions which
are considered as connected transactions under the Listing Rules
are further disclosed in note 30 to the consolidated financial
statements.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, so far as is known to the Directors, the
following corporations or persons (other than the interests of
the Directors or chief executive of the Company) had an interest
or a short position in the shares and underlying shares of the
Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO:

FERR
R-B—NEXAZ+E REEHE B4
ARREESREE A EBRATHEZ
BRMESEHAT  TIEERAL (FRAESE
SRS THA BRI RAR ARG RATHS
h A R AR

Approximate
percentage*

Number of the issued
of shares share capital
Name of Shareholders Capacity HERITRAZ
RER BB 27 KRO#A BRBE D
Champion Beneficial owner 128,137,958(L) 64.94%
THE EnEAA
Guangdong Finance Limited (Note 1) Person having a security interest in shares  128,137,958(L) 64.94%
BREBEBRARKF1) RO HEEESER 2 AL
Easy Fame Investment (HK) Limited Interest of controlled corporation
(Note 1) 128,137,958(L) 64.94%
BEe 1% & (BE) BR AR (K7F1) RAEGEE
Lin Ho Man (Note 1) Interest of controlled corporation 128,137,958(L) 64.94%

EER W) RAEGEE
Note: The letter “L" denotes the Shareholder's long position in the

Note:

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 30 June 2019.

128,137,958 shares of the Company, representing 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.

Save as disclosed above, as at 30 June 2019, according to the
register of interests required to be kept by the Company under
section 336 of the SFO, there was no person who had any
interest or short position in the shares or underlying shares of the
Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO.
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CONVERTIBLE SECURITIES, OPTIONS,
WARRANTS OR SIMILAR RIGHTS

The Company had no outstanding convertible securities, options,
warrants or other similar rights as at 30 June 2019 and there had
been no exercise of any convertible securities, options, warrants
or similar rights during the year.

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

Neither the Company nor its subsidiaries purchased, sold or
redeemed the Company'’s listed securities during the year ended
30 June 2019.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF

The Company is not aware of any tax relief or exemption
available to the shareholders by reason of their holding of the
Company's securities.

MAJOR CUSTOMERS AND SUPPLIERS

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

For the year ended 30 June 2019, sales to the Group's five
largest customers, on individual entity basis, accounted for
approximately 23.2% of the total revenue for the year and sales
to the largest customer, on individual entity basis, included
therein amounted to approximately 10.5%. Purchases from
the Group's five largest suppliers, on individual entity basis,
accounted for approximately 16.8% of the total purchases for the
year and purchases from the largest supplier, on individual entity
basis, included therein amounted to approximately 6.0%.

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

As at 30 June 2019, the Group employed about 183 staff around
the globe. Staff costs for the year ended 30 June 2019 were
HK$75 million (2018: HK$76 million).

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

Emoluments of the Directors are recommended by the Human
Resources and Remuneration Committee of the Company after
considering factors such as the Company’s operating results,
individual performance, salaries paid by comparable companies,
and time commitment and responsibilities of the relevant
director.

The Company has adopted a share option scheme as an incentive
to Directors and eligible employees.

PUBLIC FLOAT

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

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Articles of Association, the Directors shall be
indemnified and secured harmless out of the assets and profits
of the Company from and against all actions, costs, charges,
losses, damages and expenses which may incur or sustain by or
by reason of any act done, concurred in or omitted in or about
the execution of their duty, or supposed duty, in their respective
offices or trusts, provided that this indemnity shall not extend
to any matter in respect of any fraud or dishonesty which may
attach to any Directors. Such permitted indemnity provision for
the benefit of the Directors was in force during the year and
remained in force as of the date of this annual report.

The Group has taken out a Directors’ liability insurance to cover
Directors’ liabilities to third parties. During the year ended 30
June 2019, no claims were made against the Directors.
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EQUITY-LINKED AGREEMENTS

Other than the share option scheme as disclosed in this report,
no equity-linked agreements that will or may result in the
Company issuing Shares, or that require the Company to enter
into any agreements that will or may result in the Company
issuing Shares, were entered into by the Company during the
year or subsisted at the end of the year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Details of the remuneration paid by the Group to the Directors
and senior management of the Group for the year ended 30 June
2019 are set out in note 10 to the financial statements.

AUDITOR

Moore Stephens CPA Limited will retire and, being eligible, offer
themselves for re-appointment at the forthcoming annual general
meeting of the Company.

By order of the Board

Ms. WONG MAN WINNY
CHAIRPERSON

Hong Kong
27 September 2019
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INTRODUCTION

The Board and the senior management of the Company are
committed to establishing good corporate governance practices
and procedures. The maintenance of high standard of business
ethics and corporate governance practices has always been
one of the Group's goals. The Company believes that good
corporate governance provides a framework that is essential
for effective management, successful business growth and a
healthy corporate culture, thereby leading to the enhancement of
shareholders’ value.

CORPORATE GOVERNANCE PRACTICES

The corporate governance principles of the Company emphasize
a quality Board, sound internal controls, transparency and
accountability to all shareholders. By applying rigorous corporate
governance practices, the Group believes that its accountability
and transparency will be improved thereby instilling confidence to
shareholders and the public. The Company has been conducting
its business according to the principles of the Corporate
Governance Code (the “"CG Code") as set out in Appendix 14 to
the Listing Rules during the year ended 30 June 2019.

Throughout the financial year ended 30 June 2019, the Group
has complied with the code provisions in the CG Code save for
the deviation of code provision A.4.1 of the CG Code, details of
which will be explained in the relevant paragraphs in this report.
The Board will review its corporate governance practice annually
and make necessary changes if necessary. Meetings were
held throughout the year under review and where appropriate,
circulars and other guidance notes were issued to Directors and
senior management of the Group to ensure that they were aware
of issues regarding corporate governance practices.
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THE BOARD
Responsibilities

The Board is responsible for the leadership and control of the
Company and oversees the Group's business, strategic decisions
and performances and is collectively responsible for promoting
the success of the Company by directing and supervising its
affairs. In practice, the Board takes responsibility for decision
making in all major matters of the Company including the
approval and monitoring of all policy matters, the setting of
objectives, annual budgets and overall strategies, the entering
into material transactions, appointment of Directors and other
significant financial and operational matters. The day-to-day
management, administration and operation of the Company
are delegated to the senior executives and the management.
Their responsibilities include the implementation of decisions
made by the Board, the co-ordination and direction of day-to-
day operation and management of the Company in accordance
with the management strategies and plans approved by the
Board. The Board receives full support from senior executives
to discharge its responsibility. Prior approval has to be obtained
from the Board before entering into any significant transactions.
The statement of the auditors of the Company in relation to
their reporting responsibilities for the consolidated financial
statements is set out in the Independent Auditor's Report on
pages 54 to 60 of this report.

Composition

The composition of the Board during the year and up to the date
of this report was as follows:

Executive Directors

Ms. WONG Man Winny (Chairperson)
Mr. LIU Ka Lim

Non-executive Director

Ms. TO Yin Fong Cecilica

Independent Non-executive Directors

Mr. LEUNG Man Fai
Ms. CHUNG Sau Wai Ada
Mr. Clayton IP
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THE BOARD (continued)
Composition (continued)

One of the independent non-executive Directors has appropriate
accounting and financial management expertise. The number
of independent non-executive Directors is more than one-third
of the Board. Biographical details of the other Directors are set
out in the paragraph headed “Directors and senior management
profile” on pages 16 to 18 of this report.

The presence of three independent non-executive Directors is
considered by the Board to be a reasonable balance between
executive Directors and non-executive Directors. The Board is
of the opinion that such balance can provide adequate checks
and balances to safeguard the interests of shareholders and of
the Group. The independent non-executive Directors provide to
the Group with a wide range of expertise and experience so that
independent judgement can be exercised effectively. They have
also participated in Board meetings and general meetings, dealt
with potential conflicts of interest, served on audit committee,
human resources and remuneration committee and nomination
committee of the Company and scrutinized the Group's
performance and reporting. Through their active participation, the
management process of the Company can be critically reviewed
and controlled.

The Directors have distinguished themselves in their field
of expertise, and have exhibited high standards of personal
and professional ethics and integrity. All Directors have given
sufficient time and attention to the Company's affairs. The
Board believes that the ratio between executive Directors and
independent non-executive Directors is reasonable and adequate
to perform check and balance function over the Board in the
decision-making process.

The Board is responsible for the appointment of new Director and
nomination for re-election by shareholders at the annual general
meeting of the Company. Under the Articles of Association, the
Board may from time to time appoint a new Director either to
fill a vacancy or as an addition to the Board. Any new Director
appointed to fill a casual vacancy or as an addition to the existing
Board shall hold office until the next annual general meeting after
his/her appointment and shall then be eligible for re-election at
such meeting.
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THE BOARD (continued)
Chairperson and Chief Executive Officer

Code provision A.2.1 of the CG Code stipulates that the roles of
Chairperson and Chief Executive Officer should be separate and
should not be performed by the same individual. The division of
responsibilities between the Chairman and the Chief Executive
Officer should be clearly established and set out in writing.

The role of Chairperson is being performed by Ms. Wong Man
Winny, who is also being an executive Director, and she is
responsible for the overall strategic planning and development
of the Group and the effective functioning and leadership of the
Board.

The Company has no such title as Chief Executive Officer and
therefore the daily operation and management of the Company
has been monitored by the executive Directors as well as the
senior management.

The Board is of the view that although there is no Chief Executive
Officer, the balance of power and authority is ensured by the
operation of the Board, which comprises experienced individuals
and who meet from time to time to look after the operations of
the Company.

INDEPENDENCE

The Company has received an annual confirmation of
independence from each of the independent non-executive
Directors in accordance with Rule 3.13 of the Listing Rules and
each of them has declared fulfilment of all the guidelines for
assessing independence in accordance with Rule 3.13 of the
Listing Rules. Accordingly, the Company considers that all the
independent non-executive Directors are independent.

All independent non-executive Directors are identified as such
in all corporate communications containing the names of the
Directors. In addition, there is no material relationship between
Board members.
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DEVIATION FROM THE CG CODE

Throughout the year ended 30 June 2019, the Company has
complied with the code provisions of the Corporate Governance
Code (the "CG Code"”) contained in Appendix 14 to the Listing
Rules, save for the deviations of code provision A.4.1 of the CG
Code below:

Term of appointment of non-executive Director

Under the 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 articles of
association of the Company. 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 so that
each Director shall be subject to retirement at least once every
three years. As such, the Company considers that such provision
is sufficient to meet the underlying objectives of CG Code.

BOARD MEETINGS AND SHAREHOLDERS'
MEETINGS

The Board regularly meets in person or through other electronic
means of communication at least four times every year to
determine the overall strategic direction, objectives and to
approve interim results, annual results or other significant
matters. Draft notice and agenda for regular meetings are
provided to all Directors for comments and inclusion of any
matters for deliberation at the meetings. Apart from holding
regular meetings, senior management from time to time provides
to the Directors information on activities and development of
the business of the Group. The company secretary assists the
Chairperson in preparing agenda for the meetings and ensures
that all applicable rules and regulations in connection with the
meetings are observed and complied with. Except for ad hoc
Board meetings to deal with urgent issues, the agenda and
Board papers are then sent to all Directors at least 3 days prior to
the meeting. The company secretary also takes detailed minutes,
keeps records of matters discussed and decision resolved at the
meetings.
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BOARD MEETINGS AND SHAREHOLDERS'
MEETINGS (continued)

Directors’ attendances in the general meetings and the
meetings of the Board, audit committee, human resources and
remuneration committee, nomination committee and investment
committee held during the year are set out below:

EEEERREARE®

NEER BOUZERASRESE BEXZZ
BE@ ANEREFMEES REZEER
EZEQCRCEFTHEBREAIIMT

Human

Resources and

Audit Remuneration Nomination Investment Annual

Board Committee Committee Committee Committee General

Meeting Meeting Meeting Meeting Meeting Meeting

attended/ attended/ attended/ attended/ attended/ attended/

Eligible to Eligible to Eligible to Eligible to Eligible to Eligible to

Name of Directors attend attend attend attend attend attend
BHE/

BHiE/ BiliE/ REREREZ BitiE/ BitiE/ BUHiE,/

RERERZ RERHEZ

ANEBRR RERERZ REKNEZ RERHEZ

EEpR ESEed ENZREEE FMWZEEeE REZREEE REZEEEE RRBAFAS

Executive Directors

HITES

Ms. WONG Man Winny (Chairperson) 6/7 -
BRRT(ZE)

Mr. LIU Ka Lim 7 -
BREREE

Non-executive Director

FUTES

Ms. TO Yin Fong Cecilica 77 -
H#E Rt

Independent Non-executive Directors

BUFHTES

Mr. LEUNG Man Fai 6/7 2/2
RNERE
Ms. CHUNG Sau Wai Ada 7 212
BREELL
Mr. Clayton IP 7 22
BRELE

- - 22 171
- - - 0/
1N 1N - 1"
11 11 20 171

n 17 - 0/
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BOARD MEETINGS AND SHAREHOLDERS'
MEETINGS (continued)

During regular meetings of the Board, the Directors discuss and
formulate the overall strategies of the Group, monitor financial
performances, review the annual and interim results, and
make decisions on significant matters. The execution of daily
operational matters is delegated to the senior executives of the
Group.

The company secretary records the proceedings of each Board
meeting in detail by keeping minutes, including the record of all
decisions resolved by the Board together with concerns raised
and dissenting views expressed (if any). Draft Board minutes are
circulated to all Directors for comment and approval as soon as
practicable after the meeting. All minutes are open for inspection
at any reasonable time upon request by any Director.

All Directors have access to relevant and timely information at all
times and they may make further enquiries if it is necessary to
do so.

They also have unrestricted access to the advice and services
of the company secretary, who is held responsible for providing
Directors with Board papers and other related materials. The
company secretary also ensures that proper Board procedures
are followed and that all applicable laws and regulations
are complied with. If the Directors consider necessary and
appropriate, they may retain the service of independent
professional advisers at the Group’s expense.

In case where a conflict of interest arises involving a substantial
shareholder or a Director, such matter will be resolved in
a physical meeting instead of passing written resolutions.
Independent non-executive Directors with no conflict of interest
will be present at meetings to deal with such conflict issues.

The Board committees, including the audit committee, the
human resources and remuneration committee, the nomination
committee and the investment committee, have all adopted the
applicable practices and procedures used in Board meetings.

The annual general meeting and other extraordinary general
meetings of the Company are the primary forum for
communication with its shareholders and for shareholders’
participation. All shareholders are encouraged to attend the
general meetings or to appoint proxies to attend and vote at
meetings on their behalves if they are unable to attend.

During the year ended 30 June 2019, the Company held its
annual general meeting on 19 December 2018. Details of major
items discussed in that general meetings are set out in the
circular of the Company dated 15 November 2018.
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TRAINING AND SUPPORT FOR DIRECTORS

All Directors, including non-executive Director and independent
non-executive Directors, must keep abreast of their collective
responsibilities as Directors and of the business of the Group.
As such, the Group provides a comprehensive and formal
introduction to each newly appointed Director upon his/her
appointment. Briefings and orientations are provided so as to
ensure that new Directors are familiar with the role of the Board,
their legal and other duties as a Director as well as the business
and governance practices of the Group. Such programmes are
tailor made for each Director taking into account their background
and expertise.

The Company is committed to arranging and funding suitable
training to all Directors for their continuous professional
development. During the year ended 30 June 2019 and up to the
date of this report, all Directors engaged in business activities in
their respective fields as continuous professional development
to develop and refresh their knowledge and skills so as to
ensure that their contributions to the Board remain informed and
relevant, and they participated in the following training:

EEEIIRXE
’““%%%(&?E?F%ﬂﬁ%%&é%ﬁ#%ﬂﬁ%%)

BEABYBEBREFER/RESFZAREEIUNRASE
Bz %% e Bt $Elb’/‘t%%ﬁ?§§ﬁﬁ’]§
FEZESRHERRSFRAEZELERN
TEREHN & EHNE L/(ﬁﬁﬁ'ﬁﬁi%zﬁ
BEFEZAC REEREFTZARREM
BE UARAKEZXBRERER - &Fqt

AR ERBEFTZERRBERABMA RS
5 HIE -

ARBBIR2RESIHBEZXERTHA
ENBEITREEELEE -RBEE-_F—NF
NRA=Z+TBEEFEARBEARESAHML 2
RBEFGEREEANBBIDREAN2 LA
BERR O WMBERATMENBL G - #
REEEBRBEMFTEARNESHEESE
HER  RRESEZEIMT

Type of Training (Notes)

Name of Directors EENR EINERI (M 57)
Executive Directors HITES

Ms. WONG Man Winny (Chairperson) BHL+ (FE) A B

Mr. LIU Ka Lim BRETE A, B

Non-Executive Director FHTES

Ms. TO Yin Fong Cecilica M#F A, B

Independent Non-Executive Directors BAKHTES

Mr. LEUNG Man Fai BB AE A, B

Ms. CHUNG Sau Wai Ada BB T A B

Mr. Clayton IP HEORIE S A A B

Notes: Biat -

A Attending seminars, briefing sessions, conference and/or forums. A: LEHATE - ENe - 2Rk LHwiE -
B: Reading newspapers, journals and updates relating to the economy B: MEABEER S REBSHEZHE

and/or general business etc.

Each Director will, upon his/her first appointment and thereafter
on a yearly basis, disclose to the Group the number and nature
of offices held by such Director in public companies and
organizations and other significant commitments.

HHREHE -

ZREFEBREERNEZIRBEEFOAEE
WEERABRRAGIRAMIET ZBAEE &
ME - AR EAME RHRE -
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HUMAN RESOURCES AND REMUNERATION
COMMITTEE

The human resources and remuneration committee was
established with specific written terms of reference which was
revised and adopted on 19 March 2012. As at 30 June 2019, the
human resources and remuneration committee consists of three
independent non-executive Directors, namely, Mr. Leung Man
Fai (chairperson), Ms. Chung Sau Wai Ada and Mr. Clayton Ip.

The human resources and remuneration committee is
responsible for, among other things, making recommendations
to the Board regarding the overall remuneration policy,
remuneration of Directors and senior management of the Group,
share option scheme, bonus structure, provident fund and other
compensation-related issues. This committee consults with
the chairperson and/or other Board members on its proposals
and recommendations and has access to professional advice, if
necessary. The human resources and remuneration committee
is provided with sufficient resources to discharge and perform its
duties.

The specific terms of reference of the human resources and
remuneration committee is posted on the websites of the Stock
Exchange and of the Company.

During the year under review, the human resources and
remuneration committee held one meeting to review and make
recommendations to the Board on the remuneration packages of
all Directors and senior management.
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NOMINATION COMMITTEE

The nomination committee was established with specific written
terms of reference which was revised and adopted on 23
September 2014. As at 30 June 2019, the nomination committee
consists of three independent non-executive Directors, namely,
Mr. Leung Man Fai (chairperson), Ms. Chung Sau Wai Ada and
Mr. Clayton Ip.

The main duties of the nomination committee include reviewing
the structure, size and composition of the Board annually,
making recommendations on any proposed changes to the Board
to complement the Company's corporate strategy, identifying
individuals suitably qualified to become members of the Board,
selecting individuals nominated for directorships, assessing the
independence of the independent non-executive Directors and
making recommendations to the Board on the appointment
or reappointment of Directors and succession planning for
Directors, in particular the Chairman and other executive director.
The nomination committee is provided with sufficient resources
to discharge and perform its duties.

The specific terms of reference of the nomination committee is
posted on the websites of the Stock Exchange and the Company.
The nomination committee meets at least once a year.

During the year under review, the nomination committee
held one meeting to review the composition and diversity of
the Board, assessed the independence of the independent
non-executive Directors and considered the appointments of
Directors.
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AUDIT COMMITTEE

The Company established an audit committee with specific
written terms of reference which was revised and adopted on 1
January 2016. The main duties of the audit committee include,
among other things, the following:

(@) toreview the financial statements and reports and consider
any significant or unusual items raised by the Company'’s
staff responsible for the accounting and financial reporting
function or external auditor before submission to the
Board.

(b)  to review the relationship with the external auditor by
reference to the work performed by the auditor, their fees
and terms of engagement, and make recommendation to
the Board on the appointment, reappointment and removal
of external auditor.

(c)  toreview the adequacy and effectiveness of the Company'’s
financial reporting system, internal control system and risk
management system and associated procedures.

The audit committee is provided with sufficient resources to
discharge and perform its duties.

Other duties of the audit committee are set out in its specific
terms of reference which is posted on the websites of the Stock
Exchange and of the Company. The audit committee shall meet
at least twice a year.

As at 30 June 2019, the audit committee consists of three
independent non-executive Directors, namely Mr. Leung Man
Fai (chairperson), Ms. Chung Sau Wai Ada and Mr. Clayton Ip.
No member of the audit committee is a former partner of the
existing audit firm of the Company within one year from the
date of his ceasing to be a partner or had any financial interest
in the auditing firm. The audit committee has reviewed the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters with
the management team of the Company.
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AUDIT COMMITTEE (continueq)

During the year under review, the audit committee held two
meetings to review, among other things, the Company'’s interim
report for the six months ended 31 December 2018 and annual
report for the year ended 30 June 2018. The audit committee has
also reviewed the financial reporting and compliance procedures,
report on the Company'’s internal control and risk management
review and processes as well as the re- appointment of the
external auditor. There is no material uncertainty relating to
events and conditions that may cast significant doubt on the
Company’s ability to continue as a going concern. There is no
disagreement between the Board and the audit committee
regarding the selection, appointment, resignation or dismissal of
external auditor.

The accounts for the year were audited by Moore Stephens CPA
Limited, whose term of office will expire upon the forthcoming
annual general meeting. The audit committee has recommended
to the Board that Moore Stephens CPA Limited be nominated for
re-appointment as the auditor of the Company at the forthcoming
annual general meeting.

The company secretary keeps full minutes of all audit committee
meetings. In line with practices consistent with Board meetings
and other committee meetings, draft and final version of audit
committee meeting minutes are circulated to all members of the
audit committee for comments, approval and record as soon as
practicable after each meeting.
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INVESTMENT COMMITTEE

The investment committee was established with specific written
terms of reference which was adopted on 15 August 2017.
As at 30 June 2019, the investment committee consists of
one executive Director, namely, Mr. Liu Ka Lim (Chairperson),
one independent non-executive Director, namely, Ms. Chung
Sau Wai Ada and two executive staffs of the Company. The
investment committee is responsible for, among other things,
to review investment performance and to advise the Company
on their investment of cash, cash equivalents, financial assets,
margin deposits, cash collateral taking account of the necessary
constraints on the deployment of the various sources and
purposes of the funds to enhance the Company’s investment
returns.

The specific terms of reference of the investment committee
is posted on the websites of the Stock Exchange and of the
Company. The investment committee meets at least twice a
year.

During the year under review, the investment committee held
two meetings to consider the availability of suitable investments
opportunities for the Company.

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy setting out the
approach to achieve diversity within the Board. The Company
considered that diversity of board members can be achieved
through consideration of a number of aspects, including but
not limited to gender, age, cultural and educational background,
professional experience, skills and knowledge. All Board
appointments will be based on meritocracy, and candidates will
be considered against objective criteria, having due regard to the
benefits of diversity on the Board.
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BOARD DIVERSITY POLICY (continued)

The ultimate decision will be made upon the merits of the
selected candidates and their contribution to the Board.

As at the date of this annual report, the current Board
composition under diversified perspectives is set out as follows:

EYEE $10100.1Q JO JoquInN

Independent
Non-executive
Director
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Designation
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Female
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AUDITOR’S REMUNERATION

For the year ended 30 June 2019, the fee for the Company's
external auditor for audit services was approximately
HK$2,004,000 (2018: HK$3,571,000) and that for non-audit
services mainly relating to taxation matters was approximately
HK$11,000 (2018: HK$10,000 mainly relating to taxation matters).

COMPLIANCE WITH MODEL CODE

The Company has adopted the Model Code for Securities
Transactions by Directors of the Listed Issuers (the “Model
Code"”) as set out in Appendix 10 to the Listing Rules as its own
code of conduct regarding directors’ securities transactions.
Specific enquiries have been made with all Directors, who have
confirmed that, during the year ended 30 June 2019, each of
them has complied with the required standards as set out in the
Model Code.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITOR

The Directors are responsible for the preparation of financial
statements, which give a true and fair view of the financial
position of the Group. The auditor is responsible to form an
independent opinion on the audited financial statements and
report the same to the shareholders of the Company.

CORPORATE GOVERNANCE FUNCTIONS

No corporate governance committee has been established and
the Board is responsible for performing the corporate governance
functions including but not limited to developing and reviewing
the Company'’s policies and practices on corporate governance,
reviewing and monitoring training and continuous professional
development of Directors and senior management, reviewing and
monitoring the Company'’s policies and practices on compliance
with legal and regulatory requirements, and reviewing the
Company's compliance with the code and disclosure in this
Corporate Governance Report.
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DELEGATION BY THE BOARD

The Board is responsible for making decisions in relation to
the overall strategic development of the Group's business. All
Directors have formal letters of appointment setting out the key
terms and conditions of their appointment. Due to the diversity
and volume of the Group's business, responsibility in relation to
the daily operations and execution of the strategic business plans
are delegated to the management of the Group.

All committees, namely audit committee, human resources
and remuneration committees, nomination committee and
investment committee, have specific terms of reference
setting out the authorities and responsibilities of the respective
committee. All committees are required by their terms of
reference to report to the Board in relation to their decisions,
findings or recommendations, and in certain specific situations,
to seek the Board's approval before taking any actions.

CORPORATE GOVERNANCE REPORT

The Board will review, on a yearly basis, all delegations by the
Board to different committees to ensure that such delegations
are appropriate and continue to be beneficial to the Company as
a whole.

DIRECTORS’ AND OFFICERS’ LIABILITY
INSURANCE

Insurance cover has been taken out for Directors’ and officers’
liability to provide adequate cover, as determined by the Board, in
respect of the current Board members and senior management
of the Company.

SHAREHOLDERS RELATIONS

The Company is committed to maintaining a high level of
transparency and employs a policy of open and timely disclosure
of relevant information to its shareholders. The commitment to
fair disclosure and comprehensive and transparent reporting of
the Company'’s activities can be reflected in various aspects.

To maintain an on-going dialogue with shareholders, the annual
and special general meetings provide an opportunities for
shareholders to exchange views with the Board.
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SHAREHOLDERS RELATIONS (continuea)

Ms. Wong Man Winny, the Chairperson and executive Director
and Mr. Liu Ka Lim, the executive Director, attended the annual
general meeting on 19 December 2018 (the “2018 Annual
General Meeting”) so as to ensure that shareholders’ views
were communicated to the Board. A separate resolution was
proposed by the Chairperson in respect of each separate issue at
the 2018 Annual General Meeting.

The proceedings of the annual general meeting are reviewed
from time to time to ensure that the Company conforms
to the best corporate governance practices. The circular in
relation to the arrangement of annual general meeting will be
circulated to all shareholders at least twenty one (21) clear days
prior to the holding of the annual general meeting, in which
it sets out the details of each resolution proposed and other
relevant information. At the 2018 Annual General Meeting, all
resolutions were put to vote by poll. Tricor Secretaries Limited,
the Company's Hong Kong branch share registrar and transfer
office was engaged as scrutineer to ensure votes were properly
counted. The rights of shareholders and the procedures for
demanding a poll on resolutions at general meeting are contained
in the Articles of Association. An explanation of the detailed
procedures for conducting a poll is provided to the shareholders
at the commencement of the meeting. The Chairperson
and other directors would respond to queries raised by the
shareholders regarding the voting procedures. The poll results
are published in accordance with the relevant provisions of the
Listing Rules.

Pursuant to the Articles of Association, two or more shareholders
holding at the date of deposit of the requisition not less than one-
tenth (1/10) of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
company secretary of the Company, to require an extraordinary
general meeting to be called by the Board for the transaction
of any business specified in such requisition and such meeting
shall be held within two (2) months after the deposit of such
requisition.

If within twenty one (21) days of such deposit the Board fails to
proceed to convene such meeting, the requisitionists themselves
may do so in the same manner.
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SHAREHOLDERS RELATIONS (continuea)

To put forward proposals at a general meeting of the Company, a
shareholder should lodge a written notice of his/her/its proposal
(the “Proposal”) with his/her/its detailed contact information
at Unit 3416, 34th Floor, China Merchants Tower, Shun Tak
Centre, N0.168-200 Connaught Road Central, Sheung Wan,
Hong Kong. The identity of the shareholder will be verified with
the Company's Hong Kong branch share registrar and transfer
office. Upon confirmation by the branch share registrar and
transfer office that the request is made by a shareholder and that
if the request is proper, the Board will include the Proposal in the
agenda for the general meeting. The notice period to be given
to all the shareholders for consideration of the Proposal raised
by the shareholder concerned at the general meeting varies
according to the nature of the Proposal as follows:

(1) Notice of not less than twenty one (21) clear days and not
less than twenty (20) clear business days in writing if the
Proposal requires approval in an annual general meeting;

(2)  Notice of not less than twenty one (21) clear days and
not less than ten (10) clear business days in writing if the
Proposal requires approval by way of a special resolution in
an extraordinary general meeting;

(3)  Notice of not less than fourteen (14) clear days and not less
than ten (10) clear business days in writing if the Proposal
requires approval in an extraordinary general meeting other
than by way of a special resolution of the Company.

The Company also communicates to its shareholders through its
annual and interim reports. The Directors, company secretary or
other appropriate members of senior management also respond
promptly to inquiries from shareholders and investors.

Shareholders may at any time serve their enquiries to the Board
in writing for the attention of company secretary at Unit 3416,
34th Floor, China Merchants Tower, Shun Tak Centre, No. 168-
200 Connaught Road Central, Sheung Wan, Hong Kong.
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INVESTOR RELATIONS

The Company is committed to a policy of open and timely
disclosure of corporate information to shareholders and investors.
The Company updates shareholders on its latest business
developments and financial performance through its annual and
interim reports and notices, announcements and circulars. The
Company's website (www.tricor.com.hk/webservice/01059)
provides a communication platform to the public and the
shareholders.

During the year under review, there had been no significant
change made to the Company's constitutional documents.

The Articles of Association is available on both the websites of
the Company and of the Stock Exchange.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for the risk
management functions and internal control systems of the Group
and ensuring review of the effectiveness of these systems has
been conducted annually. Management is responsible for the
design, implementation and monitoring such systems, while
the Board oversees management in performing its duties on an
ongoing basis.

During the year, the Board has complied with the risk
management and internal control code provisions of the CG
Code by establishing and maintaining appropriate and effective
risk management and internal control systems and reviewing
the effectiveness of the Group's risk management and internal
control system. Such review covered all material controls,
including financial, operational and compliance controls. Main
features of the risk management and internal control systems are
described in the sections below:
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RISK MANAGEMENT AND INTERNAL CONTROL

(continued)
Risk Management Framework

We adopt an integrated bottom-up and top-down risk review
process to enable comprehensive identification and prioritization
of all material risks throughout the Group, escalation of material
risks at the right managerial level, effective risk dialogue among
the management, and proper oversight of risk mitigation efforts.
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“Top-down"”
Overseeing,
identification,
assessment and
mitigation of risk at
corporate level
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“"Bottom-up”
Identification,
assessment and
mitigation of risk at
business unit level
and across
functional areas
(A T~mL]
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The BoardEE g

Has overall responsibility for the Group’s risk management systems and internal
control systems;

BEEAKE AREERERABEZEHE
Sets strategic objectives;
i E R B AF
Reviews the effectiveness of our risk management systems and internal control
systems;
B A% B B B ) e P B AR O AR
Monitors the nature and extent of risk exposure to our major risks; and
ERTERRMERAAZERREE &
Provides direction on the importance of risk management culture.
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Management &2 /8
Designs, implements, and monitors risk management and internal control
systems; and
HE - BERERERRREERANPEZESE &
Assesses our risk and mitigating measures Company-wide.
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Audit Committee BEZZE S
Supports the Board in monitoring risk exposure, design and effectiveness of the
underlying risk management and internal control systems.
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Operational Level & & /& |
Risk identification, assessment and mitigation performed across the business;
and
BEBHA - FEWREER &
Risk management process and internal controls practiced across business
operations and functional areas.
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RISK MANAGEMENT AND INTERNAL CONTROL

(continued)
Risk Management Framework (continued)

The risk management framework adopted by the Group is
embedded in our strategy development, business planning and
day-to-day operations. The Group adopts a control and risk self-
assessment methodology and continuously assess and manages
its risk profile on a regular basis. Risks that are relevant to the
Group's business are identified, assessed and ranked according
to their likelihood and consequence on the Group. Risk owners
are required to submit risk alerts with risk response promptly
to the Board and Audit Committee for ongoing review and
monitoring. Action plans were formulated and implemented
during the year to address the areas of concern effectively.

Internal Control System and Continuous Improvement

The Company has in place an internal control system which is
based on the Committee of Sponsoring Organizations of the
Treadway Commission (“COS0O") framework for internal controls
and has five components, namely Control Environment; Risk
Assessment; Control Activities; Information and Communication;
and Monitoring. In developing our internal control system, we
have taken into consideration our organizational structure and the
nature of our business activities.

We have put in place a phased improvement plan and progressed
to future enhance our internal controls and risk management
system. The phase of the plan focused on adopting a more risk-
based (instead of process based) approach to risk identification
and assessment. This approach enriches our ability to analyze
risks and respond to opportunities as we pursue our strategic
objectives. Management reporting to the Audit Committee has
also been enhanced, including the presentation of special reports
on selected risk topics.
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RISK MANAGEMENT AND INTERNAL CONTROL

(continued)

Internal Control System and Continuous Improvement

(continued)

In the current place, we still aim to integrate internal controls
and risk management into our business processes, including in
annual budgeting and planning. Instead of treating the COSO
framework as a framework-update exercise, a holistic approach
has been adopted by us, taking into consideration the Company's
circumstances, including its ongoing internal controls and risk
management improvement plan as well as other strategic
initiatives. (e.g. corporate social responsibility strategy and
reporting). All of these enhance our ultimate objective to make
our risk management system a “live” one that is practiced on a
day-to-day basis by operating units.

In order to enhance the Group's system of handling inside
information, and to ensure the truthfulness, accuracy,
completeness and timeliness of its public disclosures, the Group
also adopts and implements an inside information policy and
procedures. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent
a breach of a disclosure requirement in relation to the Group,
which include:

° The access of information is restricted to a limited number
of employees on a need-to-know basis. Employees who
are in possession of inside information are fully conversant
with their obligations to preserve confidentiality.

° Confidentiality agreements are in place when the Group
enters into significant negotiations.

o The Executive Directors are the designated persons who
speak on behalf of the Company when communicating with
external parties such as the media, analysts or investors.
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RISK MANAGEMENT AND INTERNAL CONTROL

(continued)
Internal Audit

The Group has engaged an external professional consultant
to take the primary role to perform the Internal Audit (“1A")
function, and professional staff with relevant expertise of the
Group are designated to provide assistance in the IA function.
The IA function is independent of the Group’s daily operation and
carries out appraisal of the risk management and internal control
systems by conducting interviews, walkthroughs and tests of
operating effectiveness.

An IA plan has been approved by the Board. According to the
established plan, review of the risk management and internal
control systems is conducted annually and the results are
reported to the Board via Audit Committee afterwards.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's financial condition, results of operations,
businesses and prospects may be affected by a number of
risks and uncertainties. The following are the key risks and
uncertainties identified by the Group. There may be other risks
and uncertainties in addition to those shown below which are not
known to the Group or which may not be material now but could
turn out to be material in the future.

Business risk
System Products

Loss of market share and the uncertainties are the risks we are
facing it, great change is taking place with each passing day on
the stage of the internet and technology world. The Group needs
to continue exploring opportunities in technology innovation
to broaden the market share and keep investing in products
research and development.

Foreign Exchange Risk

The Group operates its businesses in Hong Kong and UK and
transactions are denominated in HKD and Pound Sterling. The
value of Pound against HKD and other currencies may fluctuate
and is affected by, among others, changes in the economic
conditions and policies. However, fluctuations in the exchange
rates of Pound would have limited impact on the Group's
operations because the portion of revenue from UK will be used
and refinanced in UK.
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PRINCIPAL RISKS AND UNCERTAINTIES

(continued)
Legal Risk

Legal risk is the risk that unenforceable contracts, lawsuits or
adverse judgments may disrupt or otherwise negatively affect
the operations or financial conditions of the Group. The Group
has complied with the relevant laws and regulations during the
year.

Review of Risk Management & Internal Controls
Effectiveness

For the year ended 30 June 2019, the Board, through its review
and the reviews made by IA function and Audit Committee,
considered that the risk management and internal control system
were effective and adequate. No significant areas of concern
that may affect the financial, operational, compliance controls,
and risk management functions of the Group has been identified.
During the review, the Board also considered the resources,
qualification and experience of staff of the Group’s accounting,
internal audit and financial reporting functions, and their training
and budget were adequate. Such systems, however, are
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss.

CONCLUSION

The Company believes that good corporate governance is
significant in strengthening investor confidence and attracting
investment. The management will devote considerable effort
to strengthening and improving the standards of the corporate
governance of the Group. Any views and suggestions from the
Shareholders to promote and improve our transparency are also
welcome.
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INDEPENDENT AUDITOR’S REPORT

K| MOORE

Independent Auditor’s Report to the Shareholders of Kantone Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of
Kantone Holdings Limited (the “Company”) and its subsidiaries
(the "Group”) set out on pages 61 to 158, which comprise
the consolidated statement of financial position as at 30 June
2019, and the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 30 June
2019, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.
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INDEPENDENT AUDITOR’S REPORT

BASIS FOR QUALIFIED OPINION

The consolidated financial statements of the Group for the year
ended 30 June 2018, which form the basis for the comparative
figures presented in the current year's consolidated financial
statements, included a disclaimer of opinion in respect of
the possible effects arising from scope limitation on audit of
inventories on the Group's loss, changes in equity and cash flows
for the year ended 30 June 2018. As the closing balance of the
cultural products as at 30 June 2017 has been carried forward
as the opening balance for the year ended 30 June 2018, any
adjustments found to be necessary to the closing balance as at
30 June 2017 may have a significant effect on the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year ended 30 June 2018.
Details of the disclaimer opinion were set out in the independent
auditor’s report in respect of the years ended 30 June 2018 and
30 June 2017 dated 27 September 2018 and 29 September 2017
respectively which were included in the Company’s annual report
for the year ended 30 June 2018 and 30 June 2017 respectively.

The matters of the above mentioned scope limitation no longer
have any effect on the current figures in the consolidated
financial statements for the year ended 30 June 2019.

However, the comparative figures presented in the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows may contain material misstatements and
hence may not be comparable with the figures for the current
year.

We conducted our audit in accordance with Hong Kong
Standards on Auditing ("HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with these
requirements and the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis
for our qualified opinion.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the AHGEMBRENERERAETENSZH &
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matter described in the Basis
for Qualified Opinion section we have determined the matters

FAEEZEE
MREREALRERMNNELLE  RAY

LERRAERMEZEBGAMBRR LA
EABETUREN BMTSHELEIES
SMRREBNER -BRIREERMER]HD
e F RN - AL FEE A T EREZRM
WETREENHEREZFE -

described below to be the key audit matters to be communicated

in our report.

Key audit matter
BREREZSE

How the matter was addressed in our audit

EMETERRNAEEREEREE

Impairment assessment of trade receivables

FE W B 5 BR AR 40 R 1B FT A

We identified the impairment of trade receivables as a
key audit matter due to the significance of the balance
to the consolidated financial statements as a whole and
the estimation of impairment losses entails a significant
degree of subjective estimation and assessment.

HRERE SERNEREGAMBREBEEmEEE
26 ARREMGED RBREEOEBR G RFTE -
HEMRABEREZSRFBRESEREZEE

As disclosed in the note 18 to the consolidated financial
statements, the trade receivables net of impairment
amounted to HK$22,889,000 as at 30 June 2019. No
allowance for credit loss has been recognised for the
year ended 30 June 2019.

MERERBRERMTISAER R —NF <A
=+H - HRBEREENFEKESERNESER
22,889,000/ BT - HE-_E—HNENA=THILFE -
TEEREEEERE -

Management performed periodic assessment on the
recoverability of the trade receivables and the sufficiency
of provision for impairment based on information
including credit profile of different customers, ageing
of the trade receivables, historical settlement records,
subsequent settlement status, expected timing and
amount of realisation of outstanding balances, and on-
going trading relationships with the relevant customers.
Management also considered forward looking
information that may impact the customers’ ability to
repay the outstanding balances in order to estimate the
expected credit losses for the impairment assessment.
FRERBIRAZTPHEAMRN  BIKE SRR
MTHEERS  BEAERN  BEHRSEINK - A RE
HERFPNIFER HEERSEEEERE SRR I
Bl RO ERER T T E TG c BRETEE
BRI R PEEREMRTEE ORI MEER - &M
HiaBEEEERET G IEL A -

We focused on this area due to the management's
estimation of impairment on trade receivables based on
the expected credit losses model involved the use of
significant management judgements and estimates.
BB tERE BN IEREEEBRNRAENGBREY
MERBEARERENFEMMEET -

Our procedures in relation to the assessment of
recoverability of trade receivables included:

IR ARHE B 5 UG AT B A 7 B4

° Obtaining an understanding of how the expected
credit loss on trade receivables is estimated by the
management;

W TR B AN o] (i L B UK B 3 R SR A R 4

° Testing the ageing of trade receivables, on a
sample basis, to the supporting documents and
the credit term granted;
7B ORI T E R UCE 5 AR AR e B AR AR S
LERNERERESTYE

° Challenging the information used by the
management to determine the expected credit
losses by considering cash collection performance
against historical trends and the level of credit loss
charges over time;
EZRNAAEGEETHNEMBRELEBIBE
&%%@H&E@%ﬁ THMEEEEEERERES
B 5

o Reviewing the accuracy of management’s
judgement by comparing against historical
management'’s actual write-offs;
LEGRER B ECERERAOMESE  UREE
TP JE FIEr ey w1t

o Discussing with the management on their
assessment based on the business relationship
with customers in relation to overdue trade
receivables with/without settlement; and
HERENREESENETPNEBBEMERN
S/ REENBHRKE S RENTE &

° Examining on sampling basis evidence related to
post year end cash receipt.

iR FAER IR 2 B -
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INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the financial highlights, corporate information,
chairperson’s statement, management discussion and analysis,
directors and senior management profile, directors’ report
and corporate governance report but does not include the
consolidated financial statements and our auditor's report
thereon.

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

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

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this
regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies Ordinance
and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether
due to fraud or error.

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

Those charged with governance are responsible for overseeing
the Group's financial reporting process.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

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

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

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

KANTONE HOLDINGS LIMITED ANNUAL REPORT 2019
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTSﬂwmmww

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

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that

we have complied with relevant ethical requirements regarding

independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance
in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Moore Stephens CPA Limited
Certified Public Accountants

Cheung Sai Kit
Practising Certificate Number: P05544

Hong Kong, 27 September 2019
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AERmKkHMAEE RS
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

HE-ZT—NF/NA=1+HI-%FEFOR THE YEAR ENDED 30 JUNE 2019

2019 2018
—Z-h#EF ZT-N\F
Notes HK$°000 HK$'000
it FET FEL
Revenue W 3 6 143,966 136,743
Cost of sales $HE R AR (59,679) (60,708)
Gross profit EF 84,287 76,035
Other income, gains and losses HaA - Wz Kk EiE 7 3,407 3,957
Gain on disposal of subsidiaries HEME ATz e 11 109 -
Distribution costs AR (29,229) (27,692)
General and administrative expenses ~ — M R ITE T H (54,014) (53,431)
Impairment losses recognised for MEFEMER 2 RESE
inventories 17 - (1,634,615)
Impairment losses recognised for T FE U L Ath BR FRFTRERR
other receivables VEREN SE 18 - (5,835)
Research and development costs o RFAZER AT T
expensed (2,518) (2,712)
Finance costs B 75 X AR 8 (249) (308)
Profit/(loss) before taxation BREATDERR (BE) 9 1,793 (1,644,601)
Income tax credit Frig R 12 644 713
Profit/(loss) for theyear  #*FE@M &%) 2437 (1,643,888)
Other comprehensive (expense)/ Hih2mE (ZH) i
income:
[tem that will not be reclassified to BreEfsEEERzy
profit or loss: BH :
Remeasurement of defined benefits EEEREEAENRTE
pension plans 24(b) (882) 36,450
Item that may be reclassified HignssoEsEar
subsequently to profit or loss: BE :
Exchange difference arising on INETSMREFTESE 2
translation of foreign operations FEH Z%8 (5,011) 1,155
Other comprehensive (expense)/ AEEHMEE (XH) WE
__income fortheyear (5893) 37605
Total comprehensive (expense) for AEERHE (X H) B
the year (3,456) (1,606,283)
Earnings/(loss) per share BREF (EHE)
- Basic and diluted —HARKEHE 14 HK$0.018 7T  HK$(8.33)B T

The notes on pages 67 to 158 form part of these consolidated

financial statements.

FETEBAMB MR FHRAFBEHRE
ZHRKERSD o
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

RZZ—NF/XA=+H AT 30 JUNE 2019

2019 2018
—B-AF ZE-N\F
Notes HK$’000 HK$'000
Kzt FET FET
Non-current assets ERBEE
Property, plant and equipment Yz - BB kKB 15 28,666 29,931
Development costs for systems and R R PR A
networks 16 - -
... 28666 29931
Current assets REBEE
Inventories &8 17 24,227 24,163
Trade and other receivables BUWE S REMEER 18 26,180 32,809
Cash and cash equivalents ReERBFAEERH 19 83,365 71,626
133,772 128,598
Current liabilities REBEE
Trade and other payables B E S REMEER 20 39,549 33,391
Contract liabilities ERBEE 21 21,587 21,034
Warranty provision RERE 22 1,347 1,236
Amount due to a director BN —R2EERE 23 4,180 4,180
Amount due to ultimate holding FERT SRR A F]
company 30 3,016 -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 69679 59841
Netcurrentassets = #p&=E®@&E 64093 68757
Total assets less current liabilities = REBERABHEE/ 92759 98688
Non-current liability EREBEE
__Retirement benefitobligations  EREFRIFE 24b) 253001 27774
Net assets EEFE 67,458 70,914

KANTONE HOLDINGS LIMITED

ANNUAL REPORT 2019



e BRI R
CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

RZZE—NF/NA=+H AT 30 JUNE 2019

2019 2018
=E-hF —E-)N\F
Notes HK$°000 HK$°000
ki3 FET FET
Capital and reserves BARFEE
Share capital &N 26(b) 19,731 19,731
Reserves ] 47,727 51,183
Total equity SRR 67,458 70,914
The consolidated financial statements on pages 61 to 158 were FOIZI8HEAB AU BRREN S
approved and authorised for issue by the board of directors on 27 —NFENAZ+tHBESTSIZ REERE -
September 2019 and are signed on its behalf by: WHTINEFREEE -
WONG MAN WINNY LIU KA LIM
B BER
Chairperson Director
E= EZ

The notes on pages 67 to 158 form part of these consolidated FOTEISEMB AL FRAMBHRE
financial statements. ZHKE D -
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GEREAERBEXR
CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

HE-_ZT—NF/NA=1+HIEFEFOR THE YEAR ENDED 30 JUNE 2019

Share Share Capital  Translation Accumulated Total
capital premium reserve reserve losses equity
Bx iy EXfE Bk RitER Rags
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
T T T AT T FET
(note 26(c)f)) ~ (note 26(c)fii))  (note 26(c)fii)
(HE2600)  (BzE2600)) (a2 261c)ii))

Mlwy2o7 R=B-t%LA-A 8658 ™R T 88 (2306 1677197
Loss for the year REEEE - - - - (1,643888)  (1,643,888)
Remeasurement of defined benefits ~ EETEEFIER: 2

pension plans - - - - 36,450 36,450
Exchange difference arising on BNERRERESZ

translation of foreign operations ERER - - - 1,155 - 1,155
Total comprehensive expense AEEEANLAE
ortheyear T S T M (1607438 (1606,283)
Capital reduction (note 26(0) BARIR (Hatzem) (966807 - - 9%es7 - - SO B
At 30 June 2018 and RZB-NEXA=THR
sl SRORLA-R 19731 795307* S66R0T"  9363% (7203447 70914
Profit for the year REERT - - - - 2,437 2,437
Remeasurement of defined benefits ETBRARAEE

pension plans - - - - (882) (882)
Exchange difference arising on BNEBIRERESEL

translation of foreign operations EHER - - - (5,011) - (5,011)
Total comprehensive expense AEERETHAE
orteyear T R T Gon 1995 (3.456)
At 30 June 2019 RZE-NEXA=1H 19,731 795,357* 966,807* 4,352* (1,718,789)* 67,458
* These reserve accounts comprise the consolidated reserves * WERERFPAKGAEVBRRARZEAFHB

of approximately HK$47,727,000 (2018: HK$51,183,000) in the #947,727,0007% 7t (ZZ— )\ £ : 51,183,0004
consolidated statement of financial position. TL) e

The notes on pages 67 to 158 form part of these consolidated FOTEI8EME M AL FiRE M B mE
financial statements. ZHKE S .
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CONSOLIDATED STATEMENT OF CASH FLOWS

HE-ZT—h&/XA=1HLLFEFOR THE YEAR ENDED 30 JUNE 2019

2019 2018
—B-AF ZE-N\F
Notes HK$°000 HK$°000
it FET FET
Cash flows from operating activities EEE£BEZHESR
Profit/(loss) before taxation BrRE A= (E1E) 1,793 (1,644,601)
Adjustments for: FHE
Depreciation of property, M BELREZITE
plant and equipment 9 6,635 8,507
Loss on disposal of property, HEE - BEMREB2
plant and equipment fE518 - 57
Finance costs SR ID N 8 249 308
Gain on disposal of subsidiaries HEWB AR 2 WS (109) -
Impairment losses recognised for MEFEERZBAEEE
inventories 17 - 1,634,615
Impairment losses recognised for T FE U L Ath BR FRFTRERR
other receivables REEE 18 - 5,835
Bad debts written off for trade WEEEWE SR 2
receivables =i 5 - 411
Interest income FEWA 7 (1,150) (171)
7,418 4,961
Decrease in inventories FE2ZmL 110 38
Decrease/(increase) in trade and other JEWE 5 N E bR 2
receivables WA (GE ) 8,227 (2,350)
Increase/(decrease) in trade and other  JENE Z R HEMERZ 2
payables =, Crd) 5,440 (24,986)
Increase in contract liabilities BHEEZIEN 553 21,034
Increase in warranty provision IREBE ZE M 11 136
Net cash generated from/(used in) ARSI, () 2
operating activities e FE 21,859 (1,167)
T -NEFFR BEREEBRAR
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GERERBR

CONSOLIDATED STATEMENT OF CASH FLOWS

—NFRA=1H1EFEFOR THE YEAR ENDED 30 JUNE 2019

HEZT

2019 2018
—ZE-h#E —ZT-N\F
Notes HK$°000 HK$°000
it FET FET
Cash flows from investing activities REZEZHESR
Purchases of property, plant and RNEVE - BERE
equipment 15 (6,692) (6,225)
Net cash outflow from disposal of HEMBRARREZ
subsidiaries Re/F5E (7) -
Interest received BB 7 1,150 171
Net cash used in investing activities REZBA#REF®E (5549) (6,054)
Cash flows from financing activities BEEZFEH2BEER
Loan from a director KE—BESEX 19(b) - 4,780
Repayment to a director BE—REFHAE 19(b) - (600)
Repayment of other payables 1B FE - B AR R 19(b) - (1,180)
Repayment of bank borrowing BERTEE 19(b) - (3,729)
Repayment to ultimate holding BESEERA
company ZW\IE 19(b) (733) -
Loan from ultimate holding company & fx 4245 A% A &) 19(b) 3,500 -
Interest paid EAFLE 19(b) - (308)
Net cash generated from/(used in) BEFE TS, (FTiE) 2
__financing activities REF® 2767 (1,037)
Net increase/(decrease) in cash and ReERBFEEFRZ
cash equivalents #h G ) F 8 19,077 (8,258)
Cash and cash equivalents at FURekReER
beginning of the year 71,626 76,101
Effect of foreign exchange rate changes [E R &) 22 (7,338) 3,783
Cash and cash equivalents at end FHASRRSEE
of the year 19 83,365 71,626
The notes on pages 67 to 158 form part of these consolidated FETEISEMB M AL ERAMBHRE
financial statements. ZHRKE D o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.

GENERAL

Kantone Holdings Limited (the "Company”) was
incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law
(Revised) Chapter 22 of the Cayman Islands and its shares
are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Exchange”). Its ultimate and
immediate holding company is Champion Technology
Holdings Limited (“Champion”), a company which
was originally incorporated in the Cayman Islands but
subsequently re-domiciled to Bermuda, and its shares
are also listed on the Main Board of the Exchange. The
addresses of the registered office and principal place of
business of the Company are disclosed in the Corporate
Information section of the annual report.

The consolidated financial statements have been presented
in Hong Kong dollar (“HK$"), which is also the Company'’s
functional currency. All values are rounded to the nearest
thousand except when otherwise indicated.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note 32.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. ADOPTION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs")

Kantone Holdings Limited and its subsidiaries (collectively
referred to as the “Group”) has applied, for the first time
in the current year, the following new and revised HKFRSs
issued by the Hong Kong Institute of Certified Public

Accountants (“HKICPA"):

HK(IFRIC)-Int 22

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKAS 28

Amendments to
HKAS 40

Amendments to
HKFRSs

These new standards and interpretations do not have

Foreign Currency Transactions and

Advance Consideration

Classification and Measurement
of Share-based Payment

Transactions

Applying HKFRS 9 Financial
Instruments with HKFRS 4

Insurance Contracts

As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

Transfers of Investment Property

Annual Improvements to HKFRSs

2014-2016 Cycle

significant impact to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

—ZE—NAF/NA=+H30JUNE 2019
RANFTE] R EIEET BB B R E
#£ 8| (THKFRS ) (#)

AEEYEREEEAATEEMEMKRE
B2 HNET RARMERT R - (BRI A RRRE -

Effective for annual
reporting periods
beginning on or after
RTSIEHERRNE
Bz EFEREHBER

HKAS 28 and HKFRS 10
amendments

B GRTERZE 285k &
HKFRS 2 105718 5T A&

HKFRS 16
HKFRS 5 16 5%

HK(IFRIC) — Interpretation 23

5 (BRMBEREREZES)

—REE 235

Amendments to HKFRS 3
HKFRS 5 35k F1E 3]

Amendments to HKAS 1 and

HKAS 8
BAGREAE1RRLELHR
HIEET

Amendments to HKAS 19
BBGHERE195RMEER]

Amendments to HKAS 28
BB R F 285 MEE]

Amendments to HKFRSs

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

WEEMEBENFLEELE L ANEE
HEITFE

Leases
HE

Uncertainty over Income Tax Treatments

Fris i i® o i E M

Definition of a Business

EBHTEE

Amendments to Definition of Material

BEEZFEEMWER]

Plan Amendment, Curtailment or Settlement

ETENEET ~ RSk 4EE

Long-term Interests in Associates and Joint
Ventures

REEREIREEAFNRAE R

Annual Improvements to HKFRSs
2015-2017 Cycle

To be determined*
fFEB >

1 January 2019
—E-NF—H—H
1 January 2019
—ET-hEFE—-HA—H
1 January 2020
—=-TF—HF—H

1 January 2020

1 January 2019
—ET-hE—-HA—H

1 January 2019

—=2—-Nn&F—HF—H

1 January 2019

HKFRS 7] & TE-hFE_T—LFEHZ —F-NF—-A—H
HKFRS £ 5 2
* The amendments were originally intended to be effective * ZEEITABREBN _ZE—N\F—H—

for annual periods beginning on or after 1 January 2018. The
effective date has now been deferred. Early application of
the amendments continues to be permitted.
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (”HKFRSS") (continued)

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

HKFRS 16 “Leases”

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

The standard will affect primarily the accounting for the
Group's operating leases (as lessees). As at the reporting
date, the Group has non-cancellable operating lease
commitments of HK$2,968,000. The Group estimates
that none of these relate to payments for short-term and
low value leases which will continue to be accounted for
based on the current accounting model. Upon application
of HKFRS 16, the Group will recognise a right-of-use asset
and a corresponding liability in respect of all these leases
unless they qualify for low value or short term leases.
Detailed impact will be disclosed after a detailed analysis is
performed.

The Directors do not anticipate that the application of the
other new and revised HKFRSs will have a material impact
on the Group's consolidated financial statements.
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SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements have been prepared
in accordance with HKFRSs (which includes all the
HKFRSs, Hong Kong Accounting Standards (“HKASs")
and Interpretations) issued by the HKICPA and accounting
principles generally accepted in Hong Kong. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”)
and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for defined benefit
retirement plan. Historical cost is generally based on the
fair value of the consideration given in exchange for goods.

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

The principal accounting policies are set out below.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
as at 30 June 2019. A subsidiary is an entity, directly or
indirectly, controlled by the Company. Control is achieved
when the Company:

° has power over the investee;

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

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

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

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

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

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

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

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

(continued)

Allocation of total comprehensive income to
non-controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interest in existing
subsidiaries that do not result in the Group losing
control over the subsidiary are accounted for as equity
transactions. The carrying amounts of the Group's interests
and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiary.
Any difference between the amount by which the non-
controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

Revenue recognition

Revenue is measured based on the consideration specified
in a contract with a customer and excludes amounts
collected on behalf of third parties. The Group recognises
revenue when it transfers control over a product or service
to a customer.

The Group satisfies a performance obligation and
recognises revenue over time, if one of the following
criteria is met:

(@) The customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs.

(b)  The Group's performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced.

(c)  The Group's performance does not create an asset
with an alternate use to the Group and the Group
has an enforceable right to payment for performance
completed to date.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Revenue recognition (continued)

If none of the above conditions are met, the Group
recognises revenue at the point in time at which the
performance obligation is satisfied.

When the Group satisfies a performance obligation by
delivering the promised goods or services, it creates a
contract based asset on the amount of consideration
earned by the performance. Where the amount of
consideration received from a customer exceeds the
amount of revenue recognised, this gives rise to a contract
liability.

The Group recognises revenue from sales of goods
(including cultural products and systems and related
software licensing) based on the consideration specified
in a contract with a customer and the Group excludes
amounts collected on behalf of third parties. The Group
satisfies a performance obligation when it transfers control
of the cultural products and systems and related software
licencing to a customer. Sales of systems and related
software licensing is a single performance obligation.
Revenue from sale of goods is recognised at the point in
time.

The revenue from provision of installation service is
recognised over time.

The revenue from provision of maintenance services is
recognised over time as the customers simultaneously
receive and consume the benefits from the Group’s
performance. Input method is used to measure the
progress towards complete satisfaction of a performance
obligation which is to recognise revenue on the basis
of the Group's efforts or inputs to the satisfaction of a
performance obligation relative to the total expected inputs
to the satisfaction of that performance obligation, that best
depict the Group’s performance in transferring control of
goods or services.

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

Interest income is recognised as it accrues using the
effective interest method. For financial assets measured
at amortised cost or FVTOCI (recycling) that are not credit-
impaired, the effective interest rate is applied to the
gross carrying amount of the asset. For credit-impaired
financial assets, the effective interest rate is applied to
the amortised cost (i.e. gross carrying amount net of loss
allowance) of the asset.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Property, plant and equipment

Property, plant and equipment including land and buildings
held for use in the production or supply of goods or
services, or for administrative purposes are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation and accumulated
impairment losses.

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

Freehold land Nil
Buildings on freehold land 50 years
Leasehold land and buildings Over the shorter of the
remaining unexpired
terms of the relevant
leases or 50 years
Plant and machinery and 10% - 50%
communications networks

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

(continued)
Leasehold land and building

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

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is released over the lease term on a straight-
line basis. When the lease payments cannot be allocated
reliably between the land and building elements, the
entire lease is generally classified as a finance lease and
accounted for as property, plant and equipment.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment (other than development costs for
systems and networks and financial assets)

At the end of the reporting period, the Group reviews
the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. When
it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted. If the recoverable
amount of an asset (or a cash-generating unit) is estimated
to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit)
is increased to the revised estimate of its recoverable
amount, so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised in profit or
loss.

e ISR A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NAF/NA=+H30JUNE 2019

TES u-hBZEE (&)

e (REE R
ﬂf%%%)

RBEMZER  AEREERMAEEEL
REE UEEERATATRBRIZE
BELBREESRE - WHREFZETR
Alg B ZEE < U [E & 58 A RETE ER
BEBERE(WH) - WA ENEE
ZA M E e H‘JZS‘E@?-;?M%EE}E)?%
HHREM 2 ATKREISEE - WA RAI SRR
—B2ZoBEE AEﬁEU‘Fﬂ%EE?J
PEREL  RATHEDEEATHR
EEAE-EzoREREZERENK/NE
Al o

BRMEBRAUARE

AR E & BB S EE R H B KA (E
REE UREz&eERE - FHEEM
BER - A KRR REA A RRE A
MG 2 ERBERERAR 2GR
%%fﬁﬁfuﬁZﬁE#—irEH[ﬁﬁZﬁﬁfﬁEﬁw :
BRREHRE BEREE (HEBREM) 2

ARE GG OREREE AIREE
(REREM) cFREEFREETRES
o BUER BN S ST R

i R B MR ERE - 2 A E (REBREB)
ZEEEERASEEEN G22I kES
BB REETERREEE (K
‘*ﬂ‘fﬁ B L) 7B 1 A E W R R E B 1R
MREEE < REE - BEERZHEEDE
BB HER -

—NEFR BREEARAT

77



78

e M BHRHE
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leases

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified
as operating leases.

The Group as lessor

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

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the term of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Development costs for systems and networks

Development costs for systems and networks projects
including those paid to independent system developers, are
stated at cost less subsequent accumulated amortisation
and any accumulated impairment losses.

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

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

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

- the ability to use or sell the asset;

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

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

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

Development costs that do not fulfill the above conditions
are recognised as expenses in the period in which it is
incurred.

Amortisation is calculated based on straight-line basis over
their estimated useful lives, subject to a maximum of three
years.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Development costs for systems and networks

(continued)

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

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

Research expenditures

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

(continued)
Credit losses and impairment of assets

Credit losses from financial instruments

The Group recognises a loss allowance for expected credit
losses (ECLs) on the following items:

- financial assets measured at amortised cost (including
cash and cash equivalents and trade and other
receivables).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the present value of all
expected cash shortfalls (i.e. the difference between
the cash flows due to the Group in accordance with the
contract and the cash flows that the Group expects to
receive).

The expected cash shortfalls for receivables are discounted
using the effective interest rate determined at initial
recognition or an approximation thereof where the effect of
discounting is material.

The maximum period considered when estimating ECLs is
the maximum contractual period over which the Group is
exposed to credit risk.

In measuring ECLs, the Group takes into account
reasonable and supportable information that is available
without undue cost or effort. This includes information
about past events, current conditions and forecasts of
future economic conditions.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Credit losses and impairment of assets (continued)

Credit losses from financial instruments (continued)
Measurement of ECLs (continued)

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected
to result from possible default events within the 12
months after the reporting date; and

- lifetime ECLs: these are losses that are expected
to result from all possible default events over the
expected lives of the items to which the ECL model
applies.

Loss allowances for trade receivables are always measured
at an amount equal to lifetime ECLs on the basis that there
are no significant financing components. ECLs on these
financial assets are estimated using a provision matrix
based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors and
an assessment of both the current and forecast general
economic conditions at the reporting date.

For all other financial instruments (including loan
commitments issued), the Group recognises a loss
allowance equal to 12-month ECLs unless there has been a
significant increase in credit risk of the financial instrument
since initial recognition, in which case the loss allowance is
measured at an amount equal to lifetime ECLs.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Credit losses and impairment of assets (continued)

Credit losses from financial instruments (continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the financial instrument assessed at the
reporting date with that assessed at the date of initial
recognition. In making this reassessment, the Group
considers that a default event occurs when (i) the borrower
is unlikely to pay its credit obligations to the Group in full,
without recourse by the Group to actions such as realising
security (if any is held); or (ii) the financial asset is 90
days past due. The Group considers both quantitative and
qualitative information that is reasonable and supportable,
including historical experience and forward-looking
information that is available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly since initial recognition:

- failure to make payments of principal or interest on
their contractually due dates;

- an actual or expected significant deterioration in a
financial instrument'’s external or internal credit rating
(if available);

- an actual or expected significant deterioration in the
operating results of the debtor; and

- existing or forecast changes in the technological,
market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to
meet its obligation to the Group.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Credit losses and impairment of assets (continued)

Credit losses from financial instruments (continued)
Significant increases in credit risk (continued)

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis,
the financial instruments are grouped based on shared
credit risk characteristics, such as past due status and
credit risk ratings.

ECLs are remeasured at each reporting date to reflect
changes in the financial instrument’s credit risk since initial
recognition. Any change in the ECL amount is recognised
as an impairment gain or loss in profit or loss. The Group
recognises an impairment gain or loss for all financial
instruments with a corresponding adjustment to their
carrying amount through a loss allowance account.

Basis of calculation of interest income

Interest income recognised is calculated based on the
gross carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case interest
income is calculated based on the amortised cost (i.e. the
gross carrying amount less loss allowance) of the financial
asset.

At each reporting date, the Group assesses whether a
financial asset is credit-impaired. A financial asset is credit-
impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the financial
asset have occurred.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Credit losses and impairment of assets (continued)

Credit losses from financial instruments (continued)
Basis of calculation of interest income (continued)

Evidence that a financial asset is credit-impaired includes
the following observable events:

- significant financial difficulties of the debtor;

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

- it becoming probable that the borrower will enter into
bankruptcy or other financial reorganisation;

- significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor; or

- the disappearance of an active market for a security
because of financial difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written
off (either partially or in full) to the extent that there is no
realistic prospect of recovery. This is generally the case
when the Group determines that the debtor does not have
assets or sources of income that could generate sufficient
cash flows to repay the amounts subject to the write-off.

Subsequent recoveries of an asset that was previously
written off are recognised as a reversal of impairment in
profit or loss in the period in which the recovery occurs.
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—ZT—NFNA=1+H30JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Credit losses and impairment of assets (continued)

Credit losses from financial instruments (continued)

This assessment was made collectively where these
financial assets shared similar risk characteristics, such
as similar past due status, and had not been individually
assessed as impaired. Future cash flows for financial
assets which were assessed for impairment collectively
were based on historical loss experience for assets with
credit risk characteristics similar to the collective Group.

If in a subsequent period the amount of an impairment loss
decreased and the decrease could be linked objectively
to an event occurring after the impairment loss was
recognised, the impairment loss was reversed through
profit or loss. A reversal of an impairment loss was only
recognised to the extent that it did not result in the asset’s
carrying amount exceeding that which would have been
determined had no impairment loss been recognised in
prior years.

When the recovery of a trade and other receivables or other
financial assets carried at amortised cost was considered
doubtful but not remote, associated impairment losses
were recorded using an allowance account. When the
Group was satisfied that recovery was remote, the amount
considered irrecoverable was written off against the gross
carrying amount of those assets directly. Subsequent
recoveries of amounts previously charged to the allowance
account were reversed against the allowance account.
Other changes in the allowance account and subsequent
recoveries of amounts previously written off directly were
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Provision

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation
and a reliable estimate can be made of the amount of the
obligation. Provisions are measured at the best estimate of
the consideration required to settle the present obligation
at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where the effect is
material).

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in, first-
out method except for cost of cultural products, which are
assigned by using specific identification cost method.

Contract liabilities

A contract liability is recognised when the customer pays
consideration before the Group recognises the related
revenue. A contract liability would also be recognised if the
Group has an unconditional right to receive consideration
before the Group recognises the related revenue. In
such cases, a corresponding receivable would also be
recognised.

When the contract includes a significant financing
component, the contract balance includes interest accrued
under the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Trade and other receivables

A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to
receive consideration is unconditional if only the passage
of time is required before payment of that consideration is
due. If revenue has been recognised before the Group has
an unconditional right to receive consideration, the amount
is presented as a contract asset.

Receivables are stated at amortised cost using the
effective interest method less allowance for credit losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes
in value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand
and form an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated cash flow
statement. Cash and cash equivalents are assessed for
ECL.

Trade and other payables

Trade and other payables are initially recognised at fair
value. Trade and other payables are subsequently stated at
amortised cost unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at
fair value less transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at
amortised cost using the effective interest method.
Interest expense is recognised in accordance with the
Group's accounting policy for borrowing costs.

KANTONE HOLDINGS LIMITED ANNUAL REPORT 2019

FESTTHER#E)

B E 5 K E iR

FE U AR RN AN S B 1S B AR VB 2
R B HE AR, © fi S R B R BB ]
AT G R ARSRENENREGK
o AR BN ESEFF KRR ER
BNAERN R AIZEBERENEE

E N

FEUER KA ER M TR EEEBRR
B REIERAZS -

ReERkBATEHR

RelReSReRRThTFRERES 7
BRRITREMERBEBZEREFR AU
NATRERS LR A MBI 2 R - WAHAR
BIEEEZPRARLNBARK=FEAANZ
HeeanBERE IREGEEHES
mBERME  RAERREFBNERERE
BE YERAEERSEE DR
TEX BRehkAeTRRRHAEEER
ERER

FEAY & 5 K H AR K

N E 5 R EMERIRR A A BERR
HR WA - N ERRREY
AEKX - AHZRAT IR

HEEE

SEEENRIEANBERR ARAGE
Mg ERE - AR RERAERN X AR
BIERATAR - MBRX IRBAE B
fEE AR A BRER



SIGNIFICANT ACCOUNTING POLICIES

(continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from "profit before taxation’ as
reported in profit or loss and other comprehensive income
because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes
items that are never taxable and deductible. The Group's
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of
the reporting period.

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

(continued)
Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
except where the Group is able to control the reversal
of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rate (and
tax laws) that have been enacted or substantively enacted
by the end of the reporting period. The measurement
of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and
liabilities.

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

(continued)
Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing
performance of the operating segments, has been
identified as the directors of the Company that made
strategic decisions during the year.

Foreign currencies

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

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

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the group entities
are translated into the presentation currency of the Group
(i.e. Hong Kong dollars) at the rate of exchange prevailing
at the end of the reporting period, and their income and
expenses are translated at the average exchange rates
for the year, unless exchange rates fluctuate significantly
during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (the
translation reserve). Exchange differences are recognised
in profit or loss in the period in which the foreign operation
is disposed of.

e ISR A

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NAF/NA=+H30JUNE 2019

TESHBER@®

okk

f 2}
REBRP 2 REDRREREZLER
RERIABRE BN TAEHR-ER
RERRECERTESAFEIFLRER
RONARARES WERANKERLF
EEETERIR

)

HNEE

RAESSEERZVBRRE  UKERE
WREEB N B’ OMNE) ETTZR S
BXHERAZEXRUAZER 2IEEE (B
ZERKEMETIERAERRZEE) T
fR o MIMSHITTHER - AIMNEFIEZ B
HREMZAZEXRBENRRE  NINEIRE
LRAFEZIFERIHB MEEHRRE -

HEERBEAMNENREEREAMES
ZERZEIINEEA MBRARRNER -

REVGAWEHRE SEERZEEN
BERRREHTER ZEXTRE/AE
Bz2EE(BET)  r MEEERZK
ARIHETRBFREFHERBE - BRIF
HIME R RIERE  R&EBERT  RIEMA
RHEAZEMER -ELAZERLZR
(B REMEE R R LN (E
AR Ret - BONEBRLER  EXL
ERSELHE I BETER -

“E-NEFER BREEARAF

91



92

e U HRR M

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZT—NFNA=1+H30JUNE 2019

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Retirement benefit scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme") under the Mandatory Provident Fund Schemes
Ordinance for all of its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or loss
and other comprehensive income as they become payable
in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those
of the Group in an independently administered fund.

Certain subsidiaries of the Company operate a self-
administered and funded pension scheme in the United
Kingdom. The scheme provides defined pension benefits
with reference to the final salary of the members at
retirement and their length of service. The scheme is
closed to new members since 1 January 2003.

The Group's net obligation in respect of defined benefit
retirement plans is calculated separately for each plan by
estimating the amount of future benefit that employees
have earned in return for their service in the current and
prior periods; that benefit is discounted to determine
the present value and the fair value of any plan assets
is deducted. The calculation is performed by a qualified
actuary using the projected unit credit method.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Retirement benefit scheme (continued)

Service Cost and net interest expense/(income) on the net
defined benefit liability/(asset) are recognised in profit or
loss and allocated by function as part of “administrative
expense” Current service cost is measured as the increase
in the present value of the defined benefit obligation
resulting from employee service in current period. When
the benefits of a plan are changed, or when a plan is
curtailed, the portion of the changed benefit related to past
service by employees, or the gain or loss on curtailment,
is recognised as an expense in profit or loss at the earlier
of when the plan amendment or curtailment occurs and
when related restructuring cost or termination benefit are
recognised. Net interest expense/(income) for the period is
determined by applying the discount rate used to measure
the defined benefit liability/(asset). The discount rate is
the yield at the end of the reporting period on high quality
corporate bonds that have maturity dates approximating
the terms of the Group's obligations.

Remeasurements arising from defined benefit retirement
plans are recognised in other comprehensive income and
reflected immediately in retained earnings and will not be
reclassified to profit or loss. Remeasurements comprise
actuarial gains and losses, the return on plan assets
(excluding amounts included in net interest on the net
defined benefit liability/(asset)) and any change in the effect
of the asset ceiling (excluding amounts included in net
interest on the net defined benefit liability/(asset).
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Related party

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

(i

(ii)

(iii)

or

has control or joint control over the Group;
has significant influence over the Group; or

is a member of key management personnel of
the Group or the Group's parent;

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

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the
same group;

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

the entity and the Group are joint ventures of
the same third party;

one entity is a joint venture of a third entity
and the other entity is an associate of the third
entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);

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

the entity, or any member of a group of which
it is a part, provides key management personal
services to the reporting entity or to the parent
of the reporting entity.

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.
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4. SIGNIFICANT JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

(a)

Critical accounting judgements in applying
the Group’s accounting policies

In the process of applying the Group’s accounting
policies, management has made the following
accounting judgements:

Classification of inventories

The Group holds certain cultural products for resale
in the ordinary course of business. Although the
value of cultural products may appreciate over time,
it is the Group's intention to hold such assets for
trading. Accordingly, those items of cultural products
are classified as inventories under current assets.

Revenue recognition

Judgement is required in determining the timing of
satisfaction of performance obligation. The Group
derives revenue from sale of cultural products,
systems and related software. The Group carefully
evaluates the terms and conditions stipulated in
contract and/or sale order with a customer and
assesses when the control of the goods has been
transferred to the customer. In addition, the Group
also assessed whether the Group is acting as the
principal (i.e. whether the Group has the primary
responsibility for the sale of goods, bears the risks of
loss and obsolescence, and also has full discretion
over the goods). The Directors have determined that
the control is passed to customer upon the goods
are delivered to the agreed destination. This also is
the point in time at which the right to consideration
becomes unconditional.

The Directors assessed and considered that the
sales of systems and installation are one single
performance obligation and to be recognised
at a particular point in time (i.e. when control
of the systems and software is transferred to
the customer). The Group delivers products to
customers after installation of customised softwares
in the systems. The installation work is carried out
in the Group's premises or on sites specified by
customers. The Group grants customers the right to
use the software and no update or upgrade of the
software is required to be performed by the Group
after sales. The sales of systems and software and
related installation are assessed by the management
to be not distinct in the context of the application of
HKFRS 15 as what being delivered to the customer
is a combined product with customer specifications.
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4. SIGNIFICANT JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

(continued)

(a)

(b)

KANTONE HOLDINGS LIMITED

Critical accounting judgements in applying
the Group’s accounting policies (continued)

Revenue recognition (continued)

The Group sells large telecommunication equipment
and software that need to be installed at customers’
premises. As management considered that the
hardware installation service is a very simple
procedure the equipment can operate and function
as normal way and the customer can choose to
install the equipment by themselves or by third
party service provider, the installation service and
sales of equipment are distinct in the content
of the application of HKFRS 15. Revenue from
provision of installation services is determined by
management to be recognised over time as the
customer simultaneously receives and consumes
the benefits provided by the Group’s performance
as the Group performs the installation service. The
Group recognises revenue in relation to the sales
of telecommunication equipment of a particular
point in time (i.e. when control is transferred to the
customers).

The Group signed contracts with customers to
provide maintenance over a period of time. The
customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the
Group performs the maintenance service, therefore,
revenue from provision of maintenance service is
recognised over time.

Sources of estimation uncertainty

The following are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the end of the reporting period,
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year.

ANNUAL REPORT 2019

4. BRAFRMEFFAEEMZEER

x

(a)

(b)

(43 )

;/ N (A5

ERAREEETHR2ERE
it o)

W ak AR (#)

AEEHEFTLEAREFP B AR
ANEERELRA T - BREEER
AEGTEREE —EIFEFTHEN
BF REUALEETARRSA
LREECKEZ T RBREESER
2L o IBIEHKFRS £ 155% » R &
MEZERBRIEEREATRAN -
BEASERTZERY  BEFR
Ber 2 Wk 37 S FE AN 52 B R 40 3R R I
m AN EEREEETRETER
BrREseE —BEEAER &K
EERFERES (BEs#EERE
BER)BRAEHMEEEERENK

m

AEBRESET AL £ BRE
REY 7 52 41 4 5 PR TS o B 2 A R (81 /R
FRIERT B REERDER
AEEBORGOFE AL R
{84 45 BB 75 0 M 26 T — RS T
w7 -

st A EEM ZEEZRKR

MTREBRRRZEIBREK UK
RBEHTERE G TREL
Hith = EAR - 1t FRE RIRIRK
BEYEERABZREAEBN T —
EFBFEEHRBARE 2 ENELR



SIGNIFICANT JUDGEMENT AND KEY

SOURCES OF ESTIMATION UNCERTAINTY

(continued)

(b)

Sources of estimation uncertainty (continued)

Impairment allowances on financial assets
(including trade and other receivables)

The Group uses provision matrix to calculate ECL for
the trade receivables. The provision rates are based
on internal credit ratings as groupings of various
debtors that have similar loss patterns. The provision
matrix is based on the Group’s historical default rates
taking into consideration forward-looking information
that is reasonable and supportable available without
undue costs or effort.

At every reporting date, the historical observed
default rates are reassessed and changes in the
forward-looking information are considered. In
addition, trade receivables with significant balances
and credit impaired are assessed for ECL individually.

The Group determines the provision of impairment of
other receivables based on ECL. The Group assesses
the ECL for each of the other receivable individually
based on the financial position and the economic
environment in which the borrowers operate.

Net realisable value of inventories

Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expenses.
These estimates are based on the current market
price of similar products and historical experience
of distributing and selling products of similar nature.
It could change significantly as a result of market
condition. Management assesses the estimations at
each reporting date.

At 30 June 2019, the carrying amount of the
Group's inventories was HK$24,227,000 (2018:
HK$24,163,000).
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5. FINANCIAL INSTRUMENTS 5. €T A
Categories of financial instruments TRIAER
2019 2018
=E-hF —T-N\F
HK$’000 HK$000
FET FET
Financial assets CREE
At amortised cost R SR AR 109,514 104,355
Financial liabilities A =N
At amortised cost R SR AR 46,745 37,571
Financial risk management objectives and BiS R EEEERBUR
policies
The Group's major financial instruments include trade AEBZIESRTIABRERKES RHE
and other receivables, bank balances and cash, trade and MERR  RITERLRE  ENESRHE
other payables, amount due to a director and amount due AR - B — B E F A R E N R AT
to ultimate holding company. Details of these financial EAr - ZEemMIAEZHBHNSHERA
instruments are disclosed in respective notes. The risks Mek - BBz T EMEE 2R &
associated with these financial instruments and the policies RWEZFRBCBERHEAT - EEEE
on how to mitigate these risks are set out below. The BREEZERR - ARRERS
management manages and monitors these exposures to HEGHE i -

ensure appropriate measures are implemented on a timely
and effective manner.
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FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and
policies (continued)

Credit risk

As at 30 June 2019, the Group's maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties
is arising from the carrying amount of the respective
recognised financial assets as stated in the consolidated
statement of financial position.

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

The directors are of the opinion that the credit risk of trade
receivables is low based on the sound collection history of
the receivables and the economic environment the debtors
operate. Therefore, the ECL rate of the trade receivables is
assessed to be closed to zero and no provision was made
as at 30 June 2019.

The Group writes off a trade receivable when there is
information indicating that the debtor is in serve financial
difficulty and there is no realistic prospect of recovery, e.g.
when then the debtor has been placed under liquidation or
has entered into bankruptcy proceedings. In the opinion of
the Directors, no trade receivables has been written off for
the year ended 30 June 2019 (2018: HK$411,000).

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high credit
ratings, the Group does not have any other significant
concentration of credit risk. Trade receivables consist
of a large number of customers, spread across diverse
industries and geographical areas. Liquid funds is limited
because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies.
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FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and
policies (continued)

Liquidity risk

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

The following table details the Group's remaining
contractual maturity for its financial liabilities based on the
agreed repayment terms. The table has been drawn up
based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be
required to pay. The maturity dates for other non-derivative
financial liabilities are based on the agreed repayment
dates. The table includes both interest and principal cash
flows.

To the extent that interest flows are floating rate, the
undiscounted amount of interest payment is estimated
based on the interest rate at the end of the reporting
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B EERGR TRANAEEZE
RAEBZRBEOFH - JIRTDVEAKHE
ERAREREREZERABBERMARE
MIVR - B3R A S BB E 22 A KU
PR (EE BB RER - JIXRBEMER
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BEFBNERAEZ MBI RIERE TS
B2 FIR A ERBR N B KSR -

period.
Carrying
Effective Within Total amount at
interest  one year or Between Between undiscounted 30 June
ratess  ondemand 1-2 years 2-5years  cash flows 2019
I
ZE-NE
E:30E B  AA=tA
BERNZ BB 122% 2Z25% ReRAE ZEHE
% HK$000 HK$"000 HK$"000 HK$"000 HK$"000
BAlt FET FEx FET Tz TET
2019 —B-N%
Trade and other payables EHESREMER - 39,549 - - 39,549 39,549
Amount due to a director EH—BEZHE - 4,180 - - 4,180 4,180
Amount due to ultimate holding B &R ERAE
company 11.60% 3,366 - - 3,366 3,016
47,095 - - 47,095 46,745
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5. FINANCIAL INSTRUMENTS (continued) 5. RITH@)
Financial risk management objectives and AR EEEZERBUR (2
policies (continued)
Liquidity risk (continued) FEELERE (&)
Carrying
Effective Within Total amount at
interest ~ one year or Between Between  undiscounted 30 June
rates  ondemand 1-2 years 2-5 years cash flows 2018
N
—I-N\%
1ERE AR RA=TH
ERA = REH 182 2E0F REeRg#R ZEHEfE
% HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$000
A7l FET FET FET FET FET
2018 “E-N\F
Trade and other payables ENEAREMER - 33,391 - - 33,391 33,391
Amount due to a director ER—2EZHE - 4,180 - - 4,180 4,180
37,571 - - 37,571 37,571

The amounts included above for variable interest rate

instruments for non-derivative financial liabilities are subject

to change if changes in variable interest rates differ to
those estimates of interest rates determined at the end of

the reporting period.

WF B ARz RN RS AT ERHET

2R A

AER A EXHAEARIEITE

ERMBEIDNETAZSREHMES -
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FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and
policies (continued)

Liquidity risk (continued)
Sensitivity analysis

The sensitivity analysis below has been determined based
on the exposure to interest rates for variable-rate deposits
and bank balances at the end of the reporting period.
The analysis is prepared assuming that the amount of
balances outstanding at the end of the reporting period
was outstanding for the whole year. A 10 basis points
(2018: 10 basis points) increase or decrease represents
management’s assessment of the reasonably possible
change in interest rates.

If interest rates had been 10 basis points (2018: 10 basis
points) higher or lower and all other variables were held
constant, the Group's profit after tax for the year ended 30
June 2019 would increase or decrease by approximately
HK$83,000 (2018: loss after tax decrease or increase by
HK$72,000).

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

Financial risk management objectives and
policies (continued)

Foreign currency risk

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

Several subsidiaries of the Company have foreign currency
denominated monetary assets and liabilities, which expose
the Group to foreign currency risk.
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ERmIEB
BERKESEEEREE @)
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SNERBRIERT ERNEBMBEEERER
ERZINEEXE PG -  AEEE TR
WE SRR IRITRERRTIAINESHE » K
SEWESRIAINEE P TE - AKH
Z—EBREBEBREEINERA R HE
BEHINERR - 2 EMEEEIMNERRE
BERBAEZEHPTA -

ARRAZEWBE R AFEAINEEZE
WEEREE SAEEEBINERR o

The carrying amounts of the group entities’ foreign AEESEBUIINEHEZCEREERE
currency denominated monetary assets and monetary BaBERRERBZERENT
liabilities at the reporting date are as follows:
2019 2018
—E-hE —ZE—N\F
Assets Liabilities Assets Liabilities
&E =L BE afE
HK$’000 HK$’000 HK$000 HK$000
FHET FHET FET FET
Euro BT 17,425 - 16,806 -
Hong Kong dollar BT 139 - 515 -
Pound Sterling g 10 - 356 -
Macau Pataca ek 6 - 137 (121)
Malaysian Ringgit BRATSH 926 - - -
United States dollar e 3,685 - 4,401 -

—E-NEFR BREEARAT
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FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and
policies (continued)

Foreign currency risk (continued)
Sensitivity analysis

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

The following table details the group entities’ sensitivity
to a 5% (2018: 5%) increase and decrease in Euro against
each group entity's functional currency. 5% (2018: 5%) is
the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and represents
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis
includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the year
end for a 5% (2018: 5%) change in foreign currency rates.
A positive number below indicates an increase in profit
before taxation or decrease in loss before taxation where
Euro strengthen 5% (2018: 5%) against each group entity’s
functional currency. For a 5% (2018: 5%) weakening of
Euro against each group entity's functional currency, there
would be an equal and opposite impact on the profit or
loss.

ERmIEB
B EEEE | ERBEK (&)

S ()
HBEE T

SHEERE T A ZINERE R KB BT &
XL - EBMBEXKHT EFRR/ET
BT IE KRB 2 MR R R - Bt
BREGUREDN -

TRAMFPAEETEBHR L SEEE
B2 EE 2EXR AR THASR (ZF
—\F 1 5%) ZHRE - 5% (ZF—\F:
5%) ATSEEANSRAEEEEAERE
INEREREFTIRAZ RELL R EAK
BEEBUINEE RSB B) 2 711 -
BRENITEBRRUAINESEzRENE
IEE  WHAINEEREEFHE% (ZF—N
F 5% VHEFLE 2 REELFEE - LUT
FERERNMIBULRES RS EEET B4
EWIESS (ZE—N\F:5% ) Kesd
Br BT U A G DNk B R A o WBUT K&
EEEBIEEKIEEL% (ZF—/\F
5% ) Bl HIEBEEBRERREE 2R

=2
o

2019 2018

—g-nE  —FNF

HK$000 HK$000

FHAT FAE

Euro T 871 840

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

Fair value of financial assets and financial
liabilities

The Directors consider the carrying amounts of financial
assets and liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair
values.
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6. REVENUE AND SEGMENT INFORMATION 6.

(a) Revenue

Revenue represents the amounts received and
receivable for goods sold and services provided by

the Group to external customers.

The revenue of the Group comprises the following:
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WmEkoBER
(a) Wz

WHEAEERMIATFHEE
an MR AR 2 B U e R MR

AEBZKREBETIIRE:

2019 2018
—E-hE —ZTET-N\F
HK$’000 HK$'000
FET FEr
Revenue from contracts with FEHKFRS & 155%
customers within the scope of HERNZEFPEHKE
HKFRS 15
Technology — Sales of systems B —-RGHEE (REEHF
including software FrET )
licensing 92,961 86,547
Technology — Rendering of R —RHT R R
installation #eE RIS
and maintenance
services 29,366 27,771
Technology — System sales including B — R iHE (BIREUF
software licensing FERTHE I R T )
and maintenance
services 122,327 114,318
Technology — Leasing of system B —HERRTEM
,,,,,,,,,,,,,,, products 21639 22425
143,966 136,743
T -NEFFR FEREEGRAR
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6. REVENUE AND SEGMENT INFORMATION

(continued)

(b)

KANTONE HOLDINGS LIMITED

Segment information

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

g Sales of cultural - includes income from trading of
products cultural products
. Technology: System - includes income from sales of

sales including
software licensing

systems including software
licensing and provision of

and services installation and maintenance
services
. Technology: Leasing of - includes income from leasing of

system products system products

The accounting policies of the operating and
reportable segments are the same as the Group's
accounting policies described in note 3. Segment
results represent the profit or loss before taxation
recognised by each reportable segment, excluding
interest income, finance costs, unallocated income
and expenses such as central administration costs
and directors’ salaries. This is the measure reported
to the executive Directors, the chief operating
decision maker, for the purpose of resource
allocation and assessment of segment performance.
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6.

REVENUE AND SEGMENT INFORMATION 6. WEkoBEER®
(continued)
(b) Segment information (continued) (b) DEER &)
Information regarding the above segments is FHELMDEERZR/ROT ¢
reported below:
Technology
B
System
sales
including
software
Sales of licensing Leasing of
cultural and system
products services products  Consolidated
AHRHE
HEX (BEERL HEZR
ER BHERRE) Em &8
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Year ended 30 June 2019 BE-_E-NERA=TLEE
REVENUE g
External and total revenue HMEE RANE
Recognised at a point in time RE—REHER - 92,961 - 92,961
Recognised over time hE i HE R - 29,366 21,639 51,005
- 122,327 21,639 143,966
RESULTS ES
Segment result PEER (1,035) 13,243 2,915 15,123
Interest income FIEMA 1,150
Gain on disposal of subsidiaries HERBLRZBF 109
Finance costs HBEA (249)
Unallocated expenses, net AOEAY-F8 (14,340)
Profit before taxation IR 1,793
T -NEFFR FEREEGRAR
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6. REVENUE AND SEGMENT INFORMATION 6. WEKkDEER

(continued)
(b) Segment information (continued) (b) DEER &)
Technology
B
System
sales
including
software
Sales of licensing Leasing of
cultural and system
products services products  Consolidated
ARHE
HEX (BT REZR
ER BTERERS) ER Y
HK$'000 HK$ 000 HK$ 000 HK$ 000
FET FAET FET FAET
Year ended 30 June 2018 HE-E-N\EAAZTHLEE
REVENUE €
External and total revenue HIMAE RN E
Recognised at a point in time NE-REHER - 86,547 - 86,547
Recognised over time R RER - 27,77 22,425 50,196
- 114318 22,425 136,743
RESULTS E4:
Segment result PEEE (1,637,348) 3,132 1,848 (1,632,368)
Interest income FIEMA Al
Finance costs MBHA (308)
Unallocated expenses, net AARAY-F8 (12,096)
Loss before taxation BRAATEE (1,644,601)
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6. REVENUE AND SEGMENT INFORMATION 6. WEKkDEER ®

(continued)
(b) Segment information (continued) (b) DEER ®)
Technology
NE
System
sales
including
software
Sales of licensing Leasing of
cultural and system
products services products  Consolidated
AiRHE
HEXL (BREEH HERS
Em HHERERHR) Em &E
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FEx
Year ended 30 June 2019 HE-E-NEXA=THLEE
Amounts included in the measure ~ #F AT EAERFAHEBZ 28
of segment profit or loss:
Depreciation e 63 6,062 510 6,635
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6.

KANTONE HOLDINGS LIMITED

REVENUE AND SEGMENT INFORMATION 6. WaEkoEER @
(continued)
(b) Segment information (continued) (b) DEER &)
Technology
B
System
sales
including
software
Sales of licensing Leasing of
cultural and system
products services products  Consolidated
e
HEX (BEEH REZH
ER BHERERES) Ef Fa
HK$'000 HK$000 HK$'000 HK$000
FAT FAT FAT FAET
Year ended 30 June 2018 HEZ-E-N\EXA=THLEE
Amounts included in the measure ~ #F AT EAERFAHEBZ 28
of segment profit or loss:
Depreciation e 32 7,085 1,390 8,507
Impairment losses recognised REEMBRZAESE
for inventories 1,634,615 - - 1,634,615
Impairment losses recognised PEME IR AR 2 E
for other receivables BE - 5,835 - 5,835

No information about segment assets and liabilities
is presented as such information is not regularly

provided to the chief operating decision maker for

resource allocation and performance assessment

purposes.
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6. REVENUE AND SEGMENT INFORMATION 6. WamkoBER @)
(continued)
(c) Geographical information (c) HEER
The following table provides an analysis of the AEBORREFREEFMTHE
Group's revenue and non-current assets by location DZWERIERBEESTEHINRN
of customers and by location of assets respectively: T&:
Revenue Non-current assets
& kRBEE
Year ended 30 June As at 30 June
BEXRA=THLEE RA<B=tH
2019 2018 2019 2018
—E-hE —ZT-N\F ZEB-hE ZZE-N\F
HK$’000 HK$'000 HK$000 HK$'000
FHET FET FET FET
People's Republic of A ZE AR F
China (the "PRC"), (FeREl) -
including Hong Kong ~ BIEEE K&
and Macau JEPY - - 26 93
Europe (mainly United BUMN(EZE A
Kingdom (“UK")and  Z5E ([ 3Bl ))
Germany) KIEE) 143,966 136,743 28,640 29,838
143,966 136,743 28,666 29,931
(d) Information about major customer (d) EEXFzZEHR
Revenue from customer of the corresponding years REEFEEANEEEESAEBE
contributing over 10% of the total sales of the Group 10% 2B P Wa=IMT -
is as follows:
2019 2018
—ZE-hF —T-)N\F
HK$’000 HK$000
FET FET
Customer A EPA 15,152 -

Customer A contributed revenue from system sales
including software licensing and services.

No single customer contributed 10% or more to the
Group's revenue for the year ended 30 June 2018.

BE_T-NFRA=+THLFE"
EPAHRGHE (BREFRRT
R BRH) W B R o

BE_Z-N\FXA=1THILFE -
TEE-ZEFPAEMAEERE10%
AL -

—E-NEFR BREEARAT
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7. OTHER INCOME, GAINS AND LOSSES 7. HMUA - WFEREE
2019 2018
—E-NE —E-)N\F
HK$000 HK$'000
FET FET
Interest income FEWA 1,150 171
Exchange (loss)/gain, net X (F518) a5 8 (727) 697
Others Hith 2,984 3,089
3,407 3,957
8. FINANCE COSTS 8. HIBHA
2019 2018
—E-NEF —FE-)N\F
HK$000 HK$'000
FET FETT
Interest on bank borrowings RITEEZFE - 308
Interest on amount due to ultimate JERSRIER AR ZF B
holding company 249 -
249 308

KANTONE HOLDINGS LIMITED
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9. PROFIT/(LOSS) BEFORE TAXATION 9. BRFADEA, (EE)
2019 2018
—B-hE —E—N\F
HK$°000 HK$'000
FETT FET

Profit/(loss) before taxation has been BB RDEFR, (BEB) B k.
arrived at after charging:

Directors’ remuneration (note 10(a)) EE=ME (Wt 106) 840 662
Staff costs excluding directors’ EBEERA(TEEEZEHE)

remuneration 72,146 72,091
Retirement benefit scheme contributions iR /K18 |5+ &1 4 7% (B E %51

other than directors (note 24) (Kiat24) 2,149 3,365
Total staff costs BB AEE 75,135 76,118
Depreciation of property, plant and mE - WERZEIZITE GIA

equipment, included in general and —MRATHEEA) (K177 15)

administrative expenses (note 15) 6,635 8,507
Auditor's remuneration % EEN B & 2,004 3,571
Cost of inventories recognised as ERAIH 2 FERA

expense 59,679 60,708
Minimum lease payments paid under EREEHEE 2 &ERE

operating leases in respect of; NFERE:

Rented premises HEME 2,854 3,049

Motor vehicles B 1,177 2,517

—E-NEFR BREEARAT
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10. DIRECTORS’ REMUNERATION, INDIVIDUALS
WITH HIGHEST EMOLUMENTS AND SENIOR
MANAGEMENT’'S EMOLUMENTS

(a) Directors and chief executive’s remuneration

Directors’ emoluments disclosed pursuant to section
383(1) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information
about Benefit of Directors) Regulation are as follows:

Year ended 30 June 2019

10. ESME BEHFALIRSEE

BAEZEHE

(a) ESBRTBARZHMNE
RBEEE R AEGIE 38BN IEE R

A(BBEERRER) ROIE25
EHESML 2 ERBENT :
BE-_Z-NAEAA=+tHLEE

Performance  Retirement

Salaries related benefit Total
and other incentive scheme directors’
Fees benefits payments contributions emoluments
ek RIERE BB BEzHe
ik HitER  BR2ES HE 15228 ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TET TET TET TET TET
(note (xi))
(it )
Executive directors BTES
Ms. Wong Man Winny (note ) RO (HH0) - - - - -
Mr. Liu Ka Lim (note (i) BERLE W li) - - - - -
Non-executive director ForES
Ms. To Yin Fong Cecilica (note (1)) s L Wit) 480 - - - 480
Independent non-executive directors BUFHTES
Mr. Leung Man Fai (note (vi) RIORE A (Wit i) 120 - - - 120
Ms. Chung Sau Wai Ada (note (vii)) BRBETL (Wi Vi) 120 - - - 120
Mr. Clayton Ip (note ()} BREEHE (Hiti) 120 - - - 120
840 - - - 840
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10. DIRECTORS’ REMUNERATION, INDIVIDUALS 10. EEME  BEHFATRESEE

WITH HIGHEST EMOLUMENTS AND SENIOR BAEZME @)
MANAGEMENT’'S EMOLUMENTS (continued)
(a) Directors and chief executive’s remuneration (a) EERTHRERZHNE ©)
(continued)
Year ended 30 June 2018 BE—_Z—N\FNAZ+THLTFE

Performance Retirement

Salaries related benefit Total

and other incentive scheme directors’

Fees benefits payments  contributions  emoluments
2R RIfRRB RIRER Exfe

ik EfbER  BReKe Rl ELk]

HK$000 HK$000 HK$000 HK$000 HK$000
TET TET TET TET TET

(note (xi))

(W)
Executive directors BTES
Ms. Wong Man Winny (note (j) B (i) - - - - -
Mr. Cheng Yang fnote (i) BREEM L) - - - - -
Mr. Liu Ka Lim (note (i) BEREE W) - - - - -
Ms. Lei Lei (note (iv)) BERLT (M) - - - - -
Mr. Lin Xiang (note (iv)) RS S (Wi ) - - - - -
Non-executive director FHTES
Ms. To Yin Fong Cecilica (note () WIs L (W) 277 - - - 277
Independent non-executive directors BYFHTES
Ms. Miranda Ho Mo Han (noze () ERLL (W) 28 2 - - 56
Mr. Leung Man Fai (note (vi) DIBEAE (W i) 87 - - - 87
Ms. Chung Sau Wai Ada fnofe (vii)) ERME T (Wi i) 17 - - - 17
Mr. Yang Rusheng (note (ix)) BIMELE (W) 5 - - - 5
Mr. Clayton Ip (notefy)) ERERE (W) 120 - - - 120

634 28 - - 662
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10. DIRECTORS’ REMUNERATION, INDIVIDUALS
WITH HIGHEST EMOLUMENTS AND SENIOR
MANAGEMENT’'S EMOLUMENTS (continued)

(a) Directors and chief executive’s remuneration

(continued)

Notes:

(i) Ms. Wong Man Winny was appointed as an executive
director and the Chairperson of the board of directors
(the “Board”) on 19 October 2017.

(ii) Mr. Cheng Yang had been appointed as an executive
director and the Chairperson of the Board on 3
October 2016 and resigned on 15 August 2017.

(iii) Mr. Liu Ka Lim was appointed as an executive
director on 3 October 2016.

(iv) Ms. Lei Lei and Mr. Lin Xiang had been appointed as
executive directors on 20 March 2017 and resigned

on 7 July 2017.

(v) Ms. To Yin Fong Cecilica was appointed as a non-
executive director on 7 July 2017.

(vi) Ms. Miranda Ho Mo Han resigned as an independent
non-executive director on 10 October 2017.

(vii)  Mr. Leung Man Fai was appointed as an independent
non-executive director on 10 October 2017.

(viij  Ms. Chung Sau Wai Ada was appointed as an
independent non-executive director on 11 July 2017.
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10. DIRECTORS’ REMUNERATION, INDIVIDUALS
WITH HIGHEST EMOLUMENTS AND SENIOR
MANAGEMENT’'S EMOLUMENTS (continued)

(a)

Directors and chief executive’s remuneration

(continued)

Notes: (continued)

(ix) Mr. Yang Rusheng had been appointed as as an
independent non-executive director on 13 December
2016 and resigned on 11 July 2017.

(x) Mr. Clayton Ip was appointed as an independent non-
executive director on 14 June 2017.

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

During the year, no emolument was paid by the
Group to any of the Directors as an inducement to
join or upon joining the Group or retirement from
employment with the Group or as compensation
for loss of office. For the year ended 30 June 2018,
long service payment amounted to HK$14,000 and
HK$13,000 was paid to Prof. Paul Kan Man Lok
and Mr. Lai Yat Kwong respectively. None of the
Directors had waived any emoluments in both years.

Salaries, allowance and benefits in kind paid to or for
the executive directors and non-executive directors
are generally emoluments paid or receivable
in respect of those persons’ other services in
connection with the management of the affairs of
the Company and its subsidiaries.

ZZF—NF/NA=1H30JUNE 2019

10. ESME BEHFALIRSEE

BAEZME @)

(a) ESBRTBERZNE &)

Wizt : (&)

(0 BMERER-F—AE+ A
+=AREEABIINTES
ERZB—ELAT—ABHE -

X HEREEER_-_ZT-—LFRA
THREZRERBIIFNTES -

) BIEXRRERIBESBHIBIE
B -AfRRzHEHEEeRE
VREAEENBEEREET
TERRMEE °

FRAEEBEANTANESIAHE
EABBMAREB LR MAREEBRZ
BE SR T A SEE N BEREE HEZT
—NFARNAT=ZALFE  RBHXEHRF
MEH A D B A RERH € 14,000
L 13,0000 - MEFER - #EE
EREEMABE -
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10. DIRECTORS’ REMUNERATION, INDIVIDUALS
WITH HIGHEST EMOLUMENTS AND SENIOR
MANAGEMENT’'S EMOLUMENTS (continued)

(b) Employees with highest emoluments

The five highest paid individuals of the Group do
not include any (2018: Nil) director of the Company.
The aggregate emoluments of the five (2018: five)
highest paid employees of the Group, not being

BAEZME @)
(b) BE¥HES

10. EEME  HEFALIRSEE

FEMREREHALERRES
E(—E—\F ER)AATEE -
FEBEBAR(CT—/\F HA)
SEVER LHEATES) 2B

directors of the Company, are as follows: BTN
2019 2018
—ZE-NF —E-N\F
HK$000 HK$000
FET FET
Salaries and other benefits e RHEAmRF 6,635 5,486
Performance related incentive RIVERIREBE Rz H#S
payments 792 2,076
Retirement benefit scheme RORAE FIFT B3R
contributions 618 672
8,045 8,234

Emoluments of five (2018: five) employees were

BR(ZE-N\F: AR EEZHENT

within the following bands: ENERE
Number of employees
EEA"
2019 2018
—E-NF —E-)N\F
HK$000 HK$°000
FRT FHT
HK$1,000,000 — HK$1,500,000 1,000,000 7T — 1,500,000 7% 7T 1 1
HK$1,500,001 — HK$2,000,000 1,500,001 /& 7¢ — 2,000,000 & 7T 4 4
There were no amounts paid during the year (2018: FR AEEBMERNAERSHALTIE

Nil) to the five highest paid employees in connection
with their retirement from employment with the
Group, or inducement to join.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11.

12.

GAIN ON DISPOSAL OF SUBSIDIARIES

On 8 January 2019, the Group disposed of its entire
interest in Bliss Ease Limited and Skill King Holdings
Limited to its ultimate holding company, Champion
Technology Holdings Limited for a cash consideration of
HK$258,000 fully satisfied by cash.

As at 8 January 2019, the carrying amount of net assets
disposed of amounted to HK$149,000, mainly representing
bank balances and cash of HK$7,000, other receivables of
HK$821,000 and other payables of HK$679,000. The net
gain on disposal amounted to HK$109,000.

11.

ZZF—NF/NA=1H30JUNE 2019

&K B L F 2z W
—NE-ANE - FEEHEER

BEARARRS R ERERA za

BETFEENREEARAT  REER

A7) {8 52580008 7T Wﬁi,s\%z
B

—NWF—AN\B BHEFEEZ
BREE A 14900080 EBARITHES
NIR 47,0008 7T « UL E fh BR 57821,000
75 7T I A H L FRIE 679,000 7T © &
2 FUREE A109,0008 7T °

INCOME TAX 12. FR8H
2019 2018
—ZE-h#EF —ET-N\F
HK$000 HK$'000
FET FET

Current tax: BnE ﬁ{lﬁ :

— UK corporate income tax credit BEMCEMSHES (1,059) (1,120)
— Germany corporate income tax —F" Bl 1> ZEFT1SH 405 407
- Malaysia corporate income tax —EREREEMEN 10 -
Income tax credit FrigHiE R (644) (713)

UK corporate income tax is calculated at 19% (2018: 19%)
on the estimated assessable profit derived from UK.

Pursuant to the rules and regulations of Germany, the
Group is subject to corporate income tax at 15% (2018:
15%) on the estimated assessable profit of the subsidiary
which carried on business in Germany.

Pursuant to the rules and regulations of Malaysia, the
Group is subject to corporate income tax at 24% (2018:
24%) on the estimated assessable profit of the subsidiary
which carried on business in Malaysia.

Hong Kong profits tax is calculated at 16.5% (2018: 16.5%)
on the estimated assessable profits derived from Hong
Kong. There is no estimated assessable profit for Hong
Kong Profits Tax for both years.

EEMEAERTURE BB 2 (G5 ER
FRFIR19% (2T — \F : 19%) 2 B =

=5
al>=+ °

BIBEE R R REBAERRE
BEITEE 2B AR 2 st R
#1656% (ZF—N\F 1 16%) 2 T RE M
ESECY IR

RIBB KA 2ERERG) > NEEAR
MR EETER ZHB AR 2 EFE
RBUENIZ24% (ZF—\F : 24%) 2
KBRS

BEBFEBTIARE BA 2 bt ERE R
Fi2166% (ZF—/\F : 165% ) 2 i &

c ARIF N - BB B TS E A ET
JERF T o

—NEFR BREEARAT

119



120

e M BHRHE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NF /XA =+H30JUNE 2019

12.

13.

KANTONE HOLDINGS LIMITED

INCOME TAX (continued)

The taxation for the year can be reconciled to the profit/
(loss) before taxation per the consolidated statement of

12. FR88i#)

profit or loss and other comprehensive income as follows:

REEzRBERGAER MEMEH KA
KZBRBADER (BR) HROT

2019 2018
—E-hF ZT-N\F
HK$’000 HK$'000
FET FET
Profit/(loss) before taxation BREL AR R, (E51R) 1,793 (1,644,601)
Tax at Hong Kong Profits Tax rate of BEBFESHE165%
16.5% (2018: 16.5%) (ZZF—=\% :16.5%)
STEZBIE 296 (271,359)
Effect of different tax rates of FE D B A D R 48 2 BT B A A
subsidiaries operating in other ZPRME 2 &
jurisdiction (172) 36
Tax effect of profit not subject to tax or ~ PAE M AlA @ HERH K EE R
exempted in other jurisdiction PR 2RI (207) (2,042)
Tax effect of expenses not deductible BARBEE NI zHZ 2
for tax purposes Mg & 331 272,555
Utilisation of tax loss previously not FABTARERZTIEEE
recognised (2,487) (571)
Tax effect of tax losses not recognised  KRIERTHEIE 7 B f5 /£ 1,595 668
Income tax credit for the year FANFGBRER (644) (713)

DIVIDENDS

No dividend was paid or proposed during the year ended
30 June 2019 nor has any dividend been proposed since

the end of reporting period (2018: Nil).

13. RE

BHE-Z-AFRA=ZTHLEFE  IXK
REREFRBTARE  BREHTHE

BITAERRBEEFABRE (ZT-NF:

&) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

14. EARNINGS/(LOSS) PER SHARE 14.

The calculation of basic earnings/(loss) per share
attributable to the owners of the Company is based on the
following data:

—ZE—NAF/NA=+H30JUNE 2019

ZREAN (BR)
RRARREAEL 2 ERERRT (B
B DRETHIEHEH -

2019 2018

—E-NE —E-)N\F

HK$’000 HK$'000

FExT FET

Profit/(loss) for the year RELHEH (E8) 2,437 (1,643,888)

‘000 ‘000

Number of ordinary shares TERR G E A Fig FHR
Weighted average number of ordinary STEERELRRET, (BE)Z

shares for the purpose of basic TR H
earnings/(loss) per share 197,308 197,308

The weighted average number of ordinary shares for the
purposes of calculating basis earnings/(loss) per share
for the year ended 30 June 2018 has been adjusted after
taking into account the share consolidation occurred during
the year ended 30 June 2018.

Diluted earnings/(loss) per share for the year ended 30
June 2019 and 30 June 2018 were the same as the
basic earnings/(loss) per share as there were no potential
ordinary shares outstanding during both years.

RAEBE—ZT-NFAA=ZTHLFE
ZEBRERRF (BE) 2 L@ MET
BEDEEE_E—N\FRA=ZTHLF
BEEZBMHAMHCIELFE -

MRARE-F-ASAXA=SHAR-®
—N\FRAZ+RILEELRE BTEE
AR - AMIEEE 2 SREEAT] (5
1) REREARF (51R) 18R -

—E-NEFR BREEARAT
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15. PROPERTY, PLANT AND EQUIPMENT

15. 1% - BMER&RE

Plant and
machinery
and

Land and communications

buildings networks Total
B - s
THRETF RBERE a5t
HK$'000 HK$'000 HK$'000
FET FET FET
Cost BAE

At 1 July 2017 RZZE—+FEA—H 14,682 282,903 297,585
Currency realignment bE 5 TR 502 7,451 7,953
Additions NE - 6,225 6,225
Disposals HE - (14,364) (14,364)
At30June2018  R=F\EXA=TR w184 282215 297,399
Currency realignment bE 5 PR (491) (12,049) (12,540)
Additions NE - 6,692 6,692
Written-off g - (283) (283)
At30June2019 W= F-AESA=TR 14693 276575 291,268

Depreciation and impairment & K &
At 1 July 2017 RZZE—tF+H—H 3,732 262,487 266,219
Currency realignment b S 122 6,927 7,049
Provided for the year FARAE 417 8,090 8,507
Eliminated on disposals 65 T A B - (14,307) (14,307)
At 30 June 2018 RZE-NFRA=TH 4,271 263,197 267,468
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15. PROPERTY, PLANT AND EQUIPMENT

—ZE—NAF/NA=+H30JUNE 2019

16. Y% - BERRXE @)

(continued)

Plant and
machinery
and
Land and communications
buildings networks Total
BE - s
THRETF RBRERE &5t
HK$'000 HK$'000 HK$'000
FET FEr FET
Currency realignment B 4, 8 B (223) (10,995) (11,218)
Provided for the year FRER 32 6,603 6,635
Eliminated on written-off & B R - (283) (283)
At30June2019 K ZT-AFAA=+E 4080 258522 262,602
Carrying values REE
At 30 June 2019 RZE—-NFAA=1H 10,613 18,053 28,666
At 30 June 2018 RZZE-NFRA=+H 10,913 19,018 29,931
2019 2018
—E-NE —E-)N\F
HK$000 HK$000
FET FET
The carrying values of the Group's AEB Y ERRREEEBE
property interests comprise: BIE
Freehold properties held outside RBEB AN IFF KA
Hong Kong EREZME 10,590 10,885
Properties held outside Hong Kong RBEBIMEE B K E
under long leases (note) Bz (M) 23 28
10,613 10,913

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

Hiat AR L RE TR D TR SRS 5
BEEAGRZHEELEFTAYE K

—E-NEFR BREEARAT
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15. PROPERTY, PLANT AND EQUIPMENT

(continued)

The Group leased equipment to customers on operating
lease terms. As at 30 June 2019, the carrying value of such
equipment, which was included in plant and machinery
and communications networks, amounted to HK$253,000

(2018: HK$265,000).

As at 30 June 2019, property, plant and equipment of the
Group with aggregate carrying amounts of HK$10,590,000
(2018: HK$10,885,000) have been pledged as collaterals
for the defined benefit retirement scheme of certain

subsidiaries operated in UK.

16. DEVELOPMENT COSTS FOR SYSTEMS

AND NETWORKS

16.

MEE - BERRE @

AEBEREEHESFANHEXBETER -
R-E—NAENA=1TH BERGBZE
T 8 253,000 7T (==& — /\ £ : 265,000
BIL) BRTARE - HeS KB EAEEMA -

R-EB-hhERA=+HE AEBHZE
BR M E 410,690,000 70 (—Z T — N\ 4 :
10,885,000/ 8 7L) 2% - MERZEE
WEREAE TR AREENE THWEAR
AR E SR AR RET SR IR & -

AR ABBREEA

2019 2018
—E-hF —E-)\F
HK$’000 HK$'000
FET FET
Cost R
At the beginning of the year F9] 4,641,101 4,641,101
Written-off b€ (4,641,101) -
At the end of the year Fik - 4,641,101
Amortisation and impairment B R RE
At the beginning of the year F9) 4,641,101 4,641,101
Written-off EEs! (4,641,101) -
At the end of the year FH - 4,641,101
Carrying value REE
At the end of the year F4t - -
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16.

DEVELOPMENT COSTS FOR SYSTEMS
AND NETWORKS (continued)

Development costs for systems and networks include all
direct costs incurred in setting up and development of
systems and networks.

In prior years, the directors of the Company reassessed
the market conditions in Asia Pacific region for the Group’s
systems and networks and considered that they were
worse than previously expected. Further, no revenue
in Asia Pacific region was generated from the system
sales including software licensing and services segment
business. Management conducted an impairment review
of the Group’s system sales including software licensing
and services segment business in Asia Pacific region. The
impairment assessment took into account the fact that no
further development costs would be provided by the Group
for that segment after granting the independent third
parties non-executive rights to exploit and use the design
of certain of the Group’s developed systems and networks
during the year ended 30 June 2016. The recoverable
amount based on the value in use was estimated as zero
and accordingly, full impairment loss of HK$14,650,000
was recognised in profit or loss in prior years.

As at 30 June 2019 and 2018, the management of the
Group considered the zero recoverable amount of the
development costs for systems and networks was
appropriate and no reversal of impairment was considered
necessary. As at 30 June 2019, the fully amortised and
impaired development costs for systems and networks
were written off.

16.

—ZE—NAF/NA=+H30JUNE 2019

EN & F ek 9o NE )

RGPS AENABRRIIEFAERR
K% 2 A B

RBEFE  ARAEEEFNTEAER
RERBHENRERBE 2T RAERB
TTEEBEZ - i ZFEE (BESMG
FrRERRT) P EEBTENEAME
EffAlkzs EEREYUAEERERM
B2 ZGHE (BRI RS o
BEBETRESZS - REFGHET RN
HE-Z—REXNA=ZTALEERTHE
NEZAHIEBREFNAAEREAD DA
SEERAE RRERABEE  AKE
BT ERZ D EE— TIREFABERA - 1L
FEABEFEZARESEEFT AT B
I 2 BURE 5 18 14,650,00078 T B R B
FEZBBER -

RZBE-NAEFRZZE-N\FXA=TH"
AEEEEBRRFRRBERABERADN
AlEeEATIRES  BHARELIR
B-R-ZZE-AFAA=TH B2HEHA
BZERLBERABEKASHE -

—E-NEFR BREEARAT
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17. INVENTORIES 17. &8
2019 2018
—E-NF —E—)N\F
HK$’000 HK$'000
FET FET
Raw materials R 7,117 7,185
Work in progress &M 6,352 5,170
Finished goods (notes) Sk o (Hfet) 10,758 11,808
24,227 24,163
Notes: Vot
(i) Included in finished goods are cultural products (including (i) B MEERABEEEBIERIBEE
precious stone and artifacts) of HK$4,187,000 (2018: BERBEZXLER (REREEAR
HK$4,360,000) which are held for trading and resale in the T §) 4,187,000 7L (Z T — \4F ¢
ordinary course of business. 4,360,000/87T) °
(i)  As at 30 June 2019 and 2018, all cultural products of (i) R_E-NFER_ZT—N\FXA=1+H"
the Group were stored in a secured warehouse run by AEBZAXCEREFR—HER
a worldwide security solution company, which is an MENLTRDABDORBRERN  ZLRA
independent third party to the Group. RIAAEEBLE=F -
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17.

INVENTORIES (continued)

Notes. (continued)

(iii)

For the purpose of preparing the consolidated financial
statements for the year ended 30 June 2018, the Group
engaged GEM Appraisal Center of Peking University (1t &
b K8 f B F F L) (the “Appraisal Center”) to conduct
a scientific examination for 139 pieces of cultural products
regarding their grading and classification. According to the
Appraisal Center, further downgradings and reclassifications
were required to be made on the cultural products as
compared to those as of 30 June 2017. The management
of the Group arranged the valuer, it R B EE BRI EH
R 2 @], to reassess the market values of all 143 pieces of
cultural products as at 30 June 2018 based on the findings
of a team of cultural product and jewellery expert (“Experts”)
from “China Cultural Heritage Information and Consulting
Centre” led by Ms. YANG Zhen Hua (15 ZE %) and the
Appraisal Center concerning the grading and classification
of 4 pieces and 139 pieces of the cultural products
respectively. Based on the result of the final authentication
report and evaluation report for the valuation of the cultural
products as at 30 June 2018, the management of the Group
determined that their net realisable values were below their
costs and the shortfalls resulted in further impairment loss
of HK$1,634,615,000 for the year ended 30 June 2018.

For the purpose of preparing the consolidated financial
statements for the year ended 30 June 2019, the Group
engaged the valuer, t R B R (ZEEFEH AR A Alto
assess the current market values of all 143 pieces of cultural
products as at 30 June 2019 based on the finding of the
Experts and the Appraisal Centre concerning the grading
and classification of 4 pieces and 139 pieces of the cultural
products respectively. There is no significant change to the
market value of the cultural products during the year ended
30 June 2019. As a result, in the opinion of the Directors,
no further impairment loss or reversal of impairment is
considered necessary for the year ended 30 June 2019.

The Directors were of the view that, with the detailed
exercise performed by the Appraisal Center and the valuer,
the carrying amount net of impairment recognised so far,
reflected in the consolidated financial statements, was the
best estimate of the recoverable amount of the cultural
products.

Ar 5 B 3% SRR MY aE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NAF/NA=+H30JUNE 2019

17. &)
Kig - (%)

(iii)

BREEE T N\FANA=-TBHLE
EZREMBEHREANS  ASECER
Rt REEZEEP L ([EERL]) 5
139 UL E VR R R ks fT R 22
FBoREZETPLZER HEEEZ=
T-NEFEANAZTHZER FTEYHX
(EERERE— TR TARETOE -
AEEERECRHEHEMERTEE
EERTEERAA KRB —HHABESE
ZERERRE [FEYIEEEAR ]
X EEMEREAEREK ((BR]) &
BEEFR LRI 4 K139 ZE XL E
M2 kDB R EE2E14314
MIEERRZZE—N\FAXA=Z+TBZR
B EE R-E—N\ESXA=1+AH -
REH X EERGEENRREFTRS R
FHERE  AEEEEBHTHEAEE
FEERZERAN  ZEEZHEHAR
BE-_ZTZ—-N\EA=ZTHLEEEH
#— PR (EE1E 1,634,615,000/%5 7T °

RREEE T NFAA=-THLSF
BRERAMBRENS  AEBDES
HEMIERTEREERTEERAR
WRERRETFE R LD B4 13914
ZEXCERZRNEDEZEER ¥
HEHIABEXLERR=2ZE—NLEA
A=+BZBEMEBEE - R=2F—AN
FRNA=ZTH XtEEMNTMELES
oA R-ZT—NAF~A=T
HIEFE E=RAEFIFE—DTRE
BB B E -

EERR KETPORMGEMETH
MBRIR  NEEFBRERRRZBRE
HGBEEERAREZRAERULERA
Wl REGE -
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18.

KANTONE HOLDINGS LIMITED

TRADE AND OTHER RECEIVABLES

18. EWNE 5 R HE AR

2019 2018

—E-hE —E-)N\F

HK$000 HK$'000

FET FET

Trade receivables fnote)  EMEZEFME) 22889 24,556
Other receivables 8 LA L A BR 3R 9,099 14,088
Less: provision for impairment loss W ORERE (5,808) (5,835)
26,180 32,809

Notes:

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 ageing analysis of trade receivables (after impairment
allowance) presented based on the invoice date at the end of the
reporting period is as follows:

s

AEEREEFRFPETHEZEERR - R
BEEZER RELRERZHELD - TRBAEH
KB EAMAETFTEENTI0BE180RZE
=

Y E 5 MR CREREBR) RS PEERR
BEERZAMZREDIT2F/MT

2019 2018

—g-ng —ENE

HK$°000 HK$'000

FHT FHAT

0-60 days 0-60H 18,811 22,603
61 -90 days 61-90H 3,453 1,896
91 - 180 days 91-180H 625 57
22,889 24,556

Before accepting any new customer, the Group's finance and sales
management team would assess the potential customer's credit
worthiness and define credit limits accordingly for the customers.
Credit limits attributable to customers are reviewed regularly
with reference to past settlement history and where appropriate,
information about their current reputation. The Group's finance
and sales management team considers trade receivables that are
neither past due nor impaired to be of a good credit quality as
continuous repayments have been received.

ANNUAL REPORT 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18.

19.

TRADE AND OTHER RECEIVABLES (continuea)
Notes. (continued)
The ageing analysis of trade receivables (after impairment

allowance) that are neither individually nor collectively considered
to be impaired are as follows:

—ZE—NAF/NA=+H30JUNE 2019

18. EWE S KREMIRF &)
Wit - (48)

ARk K REE BT EREZ EKRE SRR O
ERER) ZREANWAT

2019 2018

—E-hEF —ET-N\F

HK$'000 HK$'000

FET FET

Neither past due nor impaired B A 380 B n AR ORL(E 21,756 22,603
Less than 1 month past due mE LR —1E A 853 1,896
1 to 3 months past due i —==EA 280 57
1,133 1,953

22,889 24,556

CASH AND CASH EQUIVALENTS

(a) The cash and cash equivalents comprise short-term
deposits with maturity of three months or less and
cash held by the Group.

Certain bank balances and cash of HK$14,798,000
(2018: HK$14,682,000) were denominated in
Renminbi (“RMB"), which is not freely convertible
currency in the international market. The remittance
of these funds out of the PRC is subject to exchange
restrictions imposed by the Government of the PRC.

19. BERBEEHR

(a) RekReSHEREIPER=E
AR ZEMEREANEERE
2B e

A 8014,798,0008 T (Z T —\F :
14,682,000 7T) 2 & TIRITHEH K&
BeEDUAARE(TARYE] 7HE -
MARBIWIFATRERTS B HN
M EE BATPBRELZETESA
XA BT B 2 SMNEE S FTHRR

—E-NEFR BREEARAT
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19. CASH AND CASH EQUIVALENTS (continued) 19. RERREEH @)
(b) Reconciliation of liabilities arising from (b) BRIEFBMELEEENHIER
financing activities
The table below shows the detailed changes in TREINAEEERMEEDFAELE
the Group’s major liabilities arising from financing FEZEHENETH(BERSKEIERS
activities, including both cash and non-cash changes. BE)) S -
Amount
Interest- Amount due to
bearing due to Other ultimate
bank a director payables holding Total
borrowings (note 23 (notg) company
Ef-%
ESNE  EAHEER EHRE @t
HERTHE (W#23) (i) ERAT
HK$ 000 HK$ 000 HKS 000 HKS 000 HK$ 000
TET TET TAT TET TET
Attday2orr  R=B-tFEA-R see w0 R - 6,636
Financing cash flow: HERESRE:
Loan from a director —ZEFERN - 4,780 - - 4,780
Transfer to other payables EREAEMEN - (3,000 3,000 - -
Repayment to a director BE-2ESHE - 600) - - (600)
Repayment of other payables BEERFEMER - - (1,180) - (1,180)
Repayment of bank borrowing BERITEE (3729) - - - (3,729)
Interest paid B8 (308) - - - (308)
@osm 180 g0 - s
Covency realgnment  BA®E % S S S %
Finance costs: BERA:
Iterestexpenses  _ Mexw F W - - - 308
At30June2018and 1July 2018  R=F-NEXA=+BR
,,,,,,,,,,,,,,,,,,,,,,,,,,,, Ak - B 1 : U L
Financing cash flow: RERERE:
Loan from ultimate holding company ~ SEERA T E R - - - 3,500 3,500
Repayment to ultimate holding company (&3 &£ ;2 7 - - - (733) (733)
,,,,,,, Tt wer 206
Finance costs: BERA:
Iterestexpenses  Mexd - - S w9 29
At 30 June 2019 RZB-NEXAZTA - 4180 1,820 3,016 9,016
Note: Included in other payables is amount due to previous Met - EREMEFBEEEMIES (B
director whom resigned on 15 August 2017. RZE—tEFNA+HRAHBEHTDHN

FRIA o
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20. TRADE AND OTHER PAYABLES 20. ERE S REMER
2019 2018
—E-hF ZT-N\F
HK$’000 HK$'000
FET FET
Trade payables JERTE SRR 3,954 7,531
Other payables JRE 1 LA BR R 35,595 25,860
39,549 33,391
The aging analysis of trade payables presented based on ERNESEFIR RS R TERIRERER
the invoice date at the end of the reporting period is as HZRBROTE5IIT
follows:
2019 2018
—E-NF —ZE-NF
HK$’000 HK$'000
FET FET
0 - 60 days 0-60H 3,954 7,531
The credit period for purchases of goods ranged from 30 BEELZEEHNTI0BE6G0R -
days to 60 days.
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21. CONTRACT LIABILITIES 21. BHAE
2019 2018
—ZE-1F “E-N\F
HK$°000 HK$'000
FET FET
Receipts in advance from customers for PIRMRE 2 BRE P KA
provision of services 21,587 21,034
Movements in contract liabilities EREEEH
2019 2018
—ZE-h#E T\
HK$’000 HK$000
FET FET
At 1 July ntHA—H 21,034 21,188
Currency realignment PE 5 A (920) 534
Increase in contract liabilities as a result P24 AR 7% 78 U 7k 18 1 Z 2
of billing in advance of provision of aHa‘EEmM
services 22,062 20,771
Decrease in contract liabilities as a result EARFRERSFAFIEHEE
of recognising revenue during the year Bz MEHRA DN B BER D
that was included in contract liabilities
at the beginning of the year (20,589) (21,459)
At 30 June RANA=TH 21,587 21,034
All the amount of billings in advance of performance as at RZZE-AFRA=+RH FFEBRHZE
30 June 2019 are expected to be recognised as revenue HFETEA RN —FREREWA -
within one year.
As at 30 June 2019, the aggregated amount of the RZE-AERNA=1TH BELAER
transaction price allocated to the remaining performance REEHAIEEHRTROVEANISE
obligations under the Group’s existing contracts is 48 %8 523,458,000 L (ZZE— N\ F ¢
HK$23,458,000 (2018: HK$23,533,000). These amount 23,533,000 7T) - AEE KR A LFR
would be recognised as revenue when the services are A AR R AR 7S B i Rt BB A S
provided by the Group over the life of the contracts to the WEHZABBRRR=FANZHERE
customers, which is expected to occur over the next three WA
years.
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22. WARRANTY PROVISION 22. RERE
2019 2018
—E-hF ZT-N\F
HK$’000 HK$'000
FET FET
At 1 July wntA—H 1,236 1,073
Currency realignment I 5 A (34) 31
Provided during the year FNREE 145 132
At 30 June BNA=1+H 1,347 1,236
The warranty provision represents the management's best REBEEEEEREBALCREER
estimate of the Group’s liability under 12-month warranties HEBRERMZEEHE RAETEMSD
granted on manufactured products, based on prior TZEAREH MY AREEE EAEED
experience and industry average for defective products. 2 B ERTE o
23. AMOUNT DUE TO A DIRECTOR 23. BI—RESNIE
The amount due to a director of the Company is unsecured, ER AR —REERIBERT - 5
non-interest bearing, has no fixed term of repayment and is B EETEEHRKERERERE -
repayable on demand.
As at 30 June 2019, such director of the Company held RZZE—AFEXNA=Z1+8 ZARRES
9.23% (2018: 9.17%) of the issued share capital of BAEBEEINBK (ZE—NFE:917%) 2
Champion. BT o
24. RETIREMENT BENEFIT SCHEMES 24, RIRERIFTE
2019 2018
—E-hF ZT-N\F
HK$000 HK$'000
FET FET
Retirement benefit contributions to the A5 @ 7 F 28 4t Z Gt 21 A+
Group's defined contribution scheme 2 RRE AR 1,196 991
Retirement benefit contributions to the R A5 [E 2 F 58 & A 51 &) S 1+
Group's defined benefit scheme 2R VRE TR 953 2,374
2,149 3,365
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24. RETIREMENT BENEFIT SCHEMES (continued)

(a)

KANTONE HOLDINGS LIMITED

Defined contribution scheme

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

Commenced from December 2000, the Group
enrolled all eligible employees in Hong Kong into a
mandatory provident fund (the “MPF") scheme. The
retirement benefit cost of the MPF scheme charged
to the profit or loss represents contributions to the
MPF scheme by the Group at rates specified in the
rules of the MPF scheme.

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

During the year, the total expense recognised
in consolidated statement of the profit or loss
amounted to HK$1,196,000 (2018: HK$991,000) and
represents contributions payable to these schemes
by the Group at rates specified in the rules of the
schemes.
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24. RETIREMENT BENEFIT SCHEMES (continued)

(b)

Defined benefit scheme

Certain subsidiaries of the Company in UK operate
a administered and funded pension scheme in the
UK. The scheme provides defined pension benefits
with reference to the final salary of the members at
retirement and their length of service. The scheme
was closed to new members since 1 January 2003.

The contributions which are determined by a
qualified actuary on the basis of triennial valuations
using the projected unit credit method are charged to
the profit or loss. Under the scheme, the employees
are entitled to a pension between 1.67% and 2.50%
of final salary for each year of pensionable service
at an age of 65. No other post-retirement benefits
are provided. The most recent actuarial valuations of
scheme assets and the present value of the defined
benefit obligations as at 30 June 2019 were prepared
by Buck Consultants Limited, Mrs. Rachel Downs
(FIA), Fellow of the Institute and Faculty of Actuaries
("FIA") (2018: Mr. Haroon Khan (FIA)), for accounting
reporting purpose. The assumptions which have
the most significant effect on the results of the
valuation are those relating to the rate of return on
investments and the rates of increase in salaries,
pensions and share dividends.

The funded pension scheme exposes the Group to
actuarial risks such as investment risk, interest rate
risk, longevity risk and salary risk.

Ar 5 B 3% SRR MY aE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NAF/NA=+H30JUNE 2019

24. RIRERFTE @)

(b)

ERREA T

ARTRTETEENBARRY
—HEETERRERZ BRI
B - e E BTV HRAR BRI IR 2 B
45 BN T R 52 AR 5 2 B R 4K
B W EE T E—f—
ARTERMKE SR -

BREBEAERBEME = FIREE
UEREETHEBEEZHR T
REZEF R - BELETE  EE
— R R FE6S R EEUERE
CENTHEHFEL1.67%E2.50%
RAERKS 2RI FHTFAE -
REEWEIBEHEEMRKERT -
B ZFEIEERTHEENAER
BEZREHEINRZ=ZZ—NLF~A
=+ H # 77 I A Buck Consultants
Limited 2 Rachel Downs A A (3
BEMheE RS E  [XERBE
MirEgERrRgE]) (22— N\F:
Haroon Khan st 4 (E BB & RIS
BREB))HFE  LAEETEHR
LEF-HHELARFEEYEY
BREDEBRERRELRF & R
REEAR B 2 FHiE -

HFERKRFEEAREEHEREER

B miRERR FXER RS
[2\ b Ko s & B
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24. RETIREMENT BENEFIT SCHEMES (continued)

(b)

KANTONE HOLDINGS LIMITED

Defined benefit scheme (continuead)

Investment risk

The present value of the defined benefit plan liability
is calculated using a discount rate determined by
reference to high quality corporate bond yields; if the
return on plan asset is below this rate, it will create a
plan deficit. Currently the plan has relatively balanced
investment in equity securities, debt instruments and
real estates. Due to the long-term nature of the plan
liabilities, the trustee of the pension fund considers
it appropriate that a reasonable portion of the plan
assets should be invested in equity securities and in
real estate to leverage the return generated by the
fund.

Interest risk

A decrease in the bond interest rate will increase
the plan liability; however, this will be partially offset
by an increase in the return on the plan’s debt
investments.

Longevity risk

The present value of the defined benefit plan liability
is calculated by reference to the best estimate of the
mortality of plan participants both during and after
their employment. An increase in the life expectancy
of the plan participants will increase the plan’s
liability.

Salary risk

The present value of the defined benefit plan liability
is calculated by reference to the future salaries of
plan participants. As such, an increase in the salary of
the plan participants will increase the plan’s liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

24. RETIREMENT BENEFIT SCHEMES (continued)

(b)

Defined benefit scheme (continuead)

ZZF—NF/NA=1H30JUNE 2019

24, EIRERETE 2)

ERBEAETE 2

Salary risk (continued) FremkE (&)
The main actuarial assumptions used were as FFAZEEZBEREWT :
follows:
At 30 June 2019 At 30 June 2018
R=ZF—-hE RIZZE-NF
~A=+A ~NA=+8
HK$’000 HK$000
FHET FErT
Discount rate AR IR % 2.30% 2.75%
Expected rate of salary increase TEHH AR 2.40% 3.25%
Future pension increases RAGRAR S IR 3.25% 3.15%

The actuarial valuation updated to 30 June 2019 by
Mrs. Rachel Downs (FIA) (2018: Mr. Haroon Khan
(FIA)) showed that the market value of the scheme
assets was HK$360,821,000 (2018: HK$357,824,000)
and that the actuarial value of these assets
represented 93% (2018: 93%) of the benefits that
had accrued to members.

Under the recovery plan dated 31 May 2016, the
Group has agreed to contribute GBP340,000 per
annum increasing at 4% on each 1 July from 1
July 2018 into the plan. In addition, the Scottish
Limited Partnership for the plan has been arranged
such that the plan will receive an income stream of
GBP400,000 per annum at 1 July 2018 increasing at
4% on each 1 July thereafter. As at 30 June 2019,
the duration of the plan liability is 16 years (2018: 17
years).

Rachel Downs A A (2 B 15 & A 173
ZEFEE)(ZF—/\F : Haroon
Khanfc & (REBEMBSERS
BENEHE-_ZT—NFENF=1H
ZIEEGHERT HEEBEECTE
360,821,000 L (=& — )\ F :
357,824,000 7L) - Mz FEEZ
RHEEEBEBA2HEREBESBSEMNZ
93% (ZZ— )\ : 93%) °

BEBRA-ZE—"FRA=T—
Bz kE:TE AEEREAZZE
—N\FE+tA—BE REE+tA—
B A &% 5T &)X £ 340,000 % 85 - &
FMNA% ° 5D - BRhZrT 8% Bt
HIEHARLE S%EAT
—\FtA—ABRHEEBEZEMALA
— B UZER 400,000 7 WA - FF
BN4% - R -—E—NERA=+H
ZAEBEAZERATAE (=T
—N\F:+EF) -
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24. RETIREMENT BENEFIT SCHEMES (continued) 24,

(b)

138 KANTONE HOLDINGS LIMITED

Defined benefit scheme (continued) (b)

Amounts recognised in the consolidated statement
of profit or loss and other comprehensive income in
respect of the defined benefit pension plans are as

follows:

RKEFETE )
EREEAGE @)

EBEENENRTENGESBER
Hit2ERSERTERZSEOT

2019 2018
—E-hE ZT-N\F
HK$°000 HK$'000
FET FET
Scheme administrative costs FTEITT B AN (1,551) (2,026)
Net interest income/(expense) FBEWA () F58 598 (348)
Components of defined RERE R EREREA
benefit costs recognised in profitor XA D (GT A —#
loss (included in general and MATESEH)
administrative expenses) (953) (2,374)
Remeasurement of the net defined  EHFI ST HEEF & EF5E
benefit liability:
Return on plan assets (excluding ATEIEE B
amounts included in net interest (TBIEEFTAFE
expense) MXFEz 28) 25,088 (2,486)
Actuarial gains arising from changes A LQRBREEFEL 2
in demographic assumptions BEE WS 7,311 6,363
Actuarial (losses)/gains arising from AR RRESHFTEL 2
changes in financial assumptions BE (BR) ke (32,856) 17,299
Actuarial (losses)/gains arising from &SR ABEL 2 E5HE
experience adjustments (B518) ks (425) 16,274
Components of defined benefit REMEE () ke
costs recognised in other TR 2 EREE A KA
__comprehensive (expenselfincome  fpk#s (882) 36,450
Total 4azE (1,835) 34,076
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24. RETIREMENT BENEFIT SCHEMES (continued) RRERIFHE )
Defined benefit scheme (continued) (b) EEBFGTE @)
The amount included in the consolidated statement EALE 2 ERERFRIKE 8&E
of financial position arising from the Group's MESXZSBEEFAZEE HBEARR
obligations in respect of its defined benefit pension =M
plans is as follows:
2019 2018
—E-NE —E-)N\F
HK$000 HK$'000
FET FET
Fair value of scheme assets EEEZAREE 360,821 357,824
Present value of funded obligations ~ B&H&IEZIRE (386,122) (385,598)
Net liability arising from defined EFRNAEREL Y
benefit obligation BEEE (25,301) (27,774)

The Group expects contribution of GBP340,000
(equivalent to HK$3,373,000) will be made (2018:
GBP740,000 (equivalent to HK$7,666,000)) to the
defined benefit plans during the next financial year.

REBEABR T —HRFEERT
A 43 F) 5T 2 4 7 340,000 H 8 (HH
73,373,000 L) (=& — N\ F :
740,000 % £ (18 % 7 7,666,000 7%

JL)) °

Movements in the present value of the defined FEIEEZ ATFEEZSHNT -
benefit obligation are as follows:
2019 2018
—E-hE T—\F
HK$’000 HK$000
FETT FET
Opening defined benefit obligation F YRR A 385,598 422,494
Currency realignment PE 3 38 & (16,654) 10,214
Interest cost FLE A 10,120 10,670
Remeasurement losses/(gains): BT EEE (W)
Actuarial gains arising from changes A D RREEEL 2
in demographic assumptions BE (7,311) (6,363)
Actuarial losses/(gains) arising from M BREESTEE 2 BFE
changes in financial assumptions Eia, (Ukes) 32,856 (17,299)
Actuarial losses/(gains) arising from %&%ﬁ.ﬂ%ﬁﬁ%iz
experience adjustments BEEBER (k) 425 (15,274)
Benefits paid PfT A< 48 7 (18,912) (18,844)
Closing defined benefit obligation FHETRREN AR 386,122 385,598
ZE-NEFFR BEREEBRAR
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24. RETIREMENT BENEFIT SCHEMES (continued) 24,

(b)

KANTONE HOLDINGS LIMITED

Defined benefit scheme (continuead)

Movements in the fair value of plan
follows:

assets are as

RBIKBERFE (2
(b) EEEEBEFGFE (&)

FAEEERBRENTERZARE
aotrmT :

2019 2018
—E-NEF —E-)N\F
HK$’000 HK$'000
FET FET
Opening fair value of plan assets FYEEEEZAREE 357,824 361,767
Currency realignment b 5, 38 B (15,510) 9,091
Interest income FEWA 10,718 10,322
Scheme administrative costs FTEITT B AN (1,551) (2,026)
Return on plan assets (excluding SEEEZLBR(TEED
amounts included in net interest FFARIE N FE s 28)
expense) 25,088 (2,486)
Contribution by employer fE =M 3,164 -
Benefits paid BIEREEE (18,912) (18,844)
Closing fair value of plan assets FHFEEECANER 360,821 357,824

The fair value of the scheme assets at the end of the B EERBREHEER 2 AAE
reporting period is analysed as follows: BT :

2019 2018

—E-hEF —E-N\F
HK$000 HK$'000

FET FEIT

Equity instruments (Quoted) ST A (RE) 236,261 312,865
Debt instruments (Quoted) EEIA (GRE) 112,118 34,880
Other assets Hm&EE 12,442 10,079
360,821 357,824

The actual return on scheme
HK$34,255,000 (2018: HK$5,810,000).
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24. RETIREMENT BENEFIT SCHEMES (continued)

(b)

Defined benefit scheme (continuead)

Significant actuarial assumptions for the
determination of the defined obligation are discount
rate and expected salary increase. The sensitivity
analysis below have been determined based on
reasonably possible changes of the respective
assumptions occurring at the end of the reporting
period, while holding all other assumptions constant.

If the discount rate is 25 basis points higher/(lower),
the defined benefit obligations would decrease
by HK$15,389,000/(increase by HK$15,389,000)
(2018: decrease by HK$14,907,000/(increase by
HK$14,907,000)).

If the expected salary growth increases/(decreases)
by 0.25%, the defined benefit obligations
would increase by HK$6,935,000/(decrease by
HK$6,935,000) (2018: increase by HK$7,179,000/
(decrease by HK$7,179,000)).

The sensitivity analysis presented above may not be
representative of the actual change in the defined
benefit obligations as it is unlikely that the change in
assumptions would occur in isolation of one another
as some of the assumptions may be correlated.

Furthermore, in presenting the above sensitivity
analysis, the present value of the defined benefit
obligation has been calculated using the projected
unit method at the end of the reporting period,
which is the same as that applied in calculating the
defined benefit obligations liability recognised in the
consolidated statement of financial position.

There was no change in the methods and
assumptions used in preparing the sensitivity analysis
from prior years.
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24. RIRERFTE @)

(b)

ERREA & @)
BEEATEEZERBERRAY
RERBHFSER - U T8HEE
DMRERBERTEEZRR
REEMEEsmAmREERST

HBEIRE EF (N RK) 26 @ E 2
7 F848 M) & £ %R 4 15,389,000 %
7T,/ (#h015,389,0005% 7T) (= &
— \4F : 354> 14,907,0007% T, (1%
$N14,907,000% 7)) -

mBHFSEER LA (FK)
0.25% ' & 88 & 7 & 1 & 15 in
6,935,0007% 7t (R 46,935,000 7%
7o) (ZF—)\&F : 35 417,179,000 %5
7T,/ O 7,179,000 7)) °

MR O RERAEEAEE B
BYBMKEHTIAATEEE UL
2IHREDIN T —EERRKRER

BREL L ERED -

ESN - TR 2 FIIA £ SURRE 5 AT B
ERENEETZRENREHTH
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R EEEMBRRRAERZE
BRMNEEZTEER -
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24 RETIREMENT BENEFIT SCHEMES (continued)
(c) Forfeited contribution

With effect from 1 December 2000, the Group has
also joined a mandatory provident fund scheme
(“MPF Scheme") for its employees in Hong Kong.
The MPF Scheme is registered with the Mandatory
Provident Fund Scheme Authority under the
Mandatory Provident Fund Scheme Ordinance. The
assets of the MPF Scheme are held separately from
those of the Group in funds under the control of
an independent trustee. Under the MPF Scheme,
the employer and its employees are each required
to make contributions to the MPF Scheme at rates
specified in the rules. The only obligation of the
Group with respect to the MPF Scheme is to make
the required contributions. Except for voluntary
contribution, no forfeited contribution under the
MPF Scheme is available to reduce the contribution
payable in future years.

For the retirement benefits of the Group's qualifying
employees in the UK, the Group has participated
in the retirement benefits scheme operated by the
global HR benefits and human resource consulting
firm authorised and regulated by the Financial
Conduct Authority. The employees are entitled to
post retirement cash commutation. Details of the
scheme are set out in note 3 and note 24(b) to the
consolidated financial statements. No forfeited
contribution under UK retirement benefit Scheme is
available to reduce the contribution payable in future
years.

At 30 June 2019 and 2018, there were no significant
forfeited contributions which arose upon employees
leaving the schemes before they are fully vested in
the contributions and which are available to reduce
the contributions payable by the Group in the future.

25. DEFERRED TAXATION

At the end of the reporting period, the Group had unused
tax losses of approximately HK$79,064,000 (2018:
HK$84,469,000) available for offset against future profits.
No deferred tax asset has been recognised due to the
unpredictability of future profit streams. These tax losses
may be carried forward indefinitely.
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26. CAPITAL AND RESERVES 26. BAKf#%E
(a) Movements in components of equity (a) #ERILD2EE
The reconciliation between the opening and AEERGEERARRZE D 2 FE
closing balances of each component of the Group's FERGEHEZHEHFNGEERA
consolidated equity is set out in the consolidated BEEERA - AR RRA 2 @7
statement of changes in equity. Details of the HORFENRFRBEDFBERRN
changes in the Company’s individual components BsE31 ©

of equity between the beginning and the end of the
year are set out in note 31.

(b) Share capital (b) B
Number of
shares Amount
RGEE |
‘000 HK$000
Fig FET
Authorised share capital BREBEIEL(ZE—NF:
with par value of HK$0.1 0178 7T) ZIEERA
(2018: HK$0.1) each:
Balance at 1 July 2017 R-ZZE—tFtA—H
1> 1,200,000 1,200,000
Share reorganisation (note) AR AR E 4R (1 52) 3,800,000 (700,000)
Balance at 30 June 2018, RZZB-N\FRNA=+R =%
1 July 2018 and 30 June 2019 —N\FtA—BAR=ZZE—NF
NA=t+RHZ&E# 5,000,000 500,000
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26. CAPITAL AND RESERVES (continued) 26. RAKFE )
(b) Share capital (continued) (b) BEA(#)
Number of Share Shares Capital
shares capital premium reserve Total
OE & RipEE BAGE i
‘000 HK$"000 HK$"000 HK$"000 HK$"000
i FEx FiEx FiEx Tz
Issued and fully paid share capital ~ SREEIEL(ZE-NEF:
with par value of HK$0.1(2018:  0.1770) ME BT RERRA -
HK$0.1) each:
Balance at 1 July 2017 RZE—+F+A—H
A 986,538 986,538 795,357 - 1,781,895
Capital reorganisation (note) RS (43 789,230) 966,807) - 966,807 -
Balance at 30 June 2018 and 2019 R=F-N\R=-F-N&
RAZTHZEH 197,308 19,731 795,357 966,807 1,781,895
Note: HiaF -
Capital reorganisation BAEA

On 10 April 2018, the Company implemented the capital
reorganisation, pursuant to a special resolution passed by
the shareholders of the Company at the adjourned annual
general meeting of the Company held on 29 January 2018,
details are set out as below:

KANTONE HOLDINGS LIMITED

share consolidation of every five issued and unissued
share of the Company with par value of HK$1.0 each
was consolidated into one consolidated share with
par value of HK$5 each;

(i) the issued share capital of the Company was
reduced through a cancellation of the paid-up capital
of the Company to the extent of HK$4.9 on each of
the consolidated share of the Company such that the
par value of each consolidated share of the Company
was reduced from HK$5 to HK$0.10 (“New Share”);
and (i) any fractional consolidated share in the issued
share capital of the Company arising from the share
consolidation was cancelled; and

the authorised share capital of the Company

was increased to HK$500,000,000 divided into
5,000,000,000 New Shares.
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26. CAPITAL AND RESERVES (continued)

(c) Reserves

(i)

(ii)

(iii)

(iv)

Share premium

The application of the share premium account
is governed by the Companies Law of the
Cayman lIslands. Under the Companies
Law of the Cayman Islands, the funds in
share premium account are distributable to
shareholders of the Company provided that
immediately following the date on which the
dividend is proposed to be distributed, the
Company will be in a position to pay off its
debts as they fall due in the ordinary course of
business.

Capital reserve

The capital reserve represents the amount
arising from the reduction of the nominal
amount of the shares of the Company (after
the consolidation of 5 Ordinary shares of HK$1
each into 1 shares in 2018) of HK$5 each by
cancelling the paid up capital to the extent of
HK$4.9 each share of the Company in 2018.
The capital reserve is available for distribution
under the Companies Law of Cayman Islands.

Translation reserve

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

Special reserve

The special reserve represents the difference
between (i) the book values of the underlying
net assets of certain subsidiaries at the
acquisition date together with the capitalisation
of a shareholders’ loan and (ii) the nominal
amount of the Company's shares issued for
the acquisition. The special reserve is available
for distribution under the Companies Law of
Cayman Islands.
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27. SHARE OPTION SCHEME

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

(a) The Company

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

The exercise price per share (subject to adjustment
as provided therein) of the option granted under the
Scheme is equal to the highest of (i) the nominal
value of the shares; (ii) the closing price per share as
stated in the daily quotation sheet of the Exchange
on the date of grant, which must be a business day;
and (iii) the average closing price per share as stated
in the daily quotation sheet of the Exchange for the
five business days immediately preceding the date of
grant. The maximum number of shares in respect of
which the options may be granted under the Scheme
shall not exceed 10% of the issued share capital of
the Company at the date of approval of the Scheme.
The total maximum number of shares which may be
issued upon exercise of all outstanding options must
not exceed 30% of the issued share capital of the
Company from time to time. The number of shares
in respect of which options may be granted to any
one grantee in any 12-month period is not permitted
to exceed 1% of the shares of the Company in issue
on the last date of such 12-month period, without
prior approval from the Company’'s shareholders.
The Scheme will remain in force for a period of 10
years commencing from 30 November 2012. No
option under the Scheme has been granted since the
adoption of such scheme.
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27. SHARE OPTION SCHEME (continuea)

(b)

Champion

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

The exercise price per share (subject to adjustment
as provided therein) of the option granted under the
Champion Option Scheme is equal to the highest
of (i) the nominal value of the shares; (ii) the closing
price per share as stated in the daily quotation sheet
of the Exchange on the date of grant, which must
be a business day; and (iii) the average closing price
per share as stated in the daily quotation sheet of
the Exchange for the five business days immediately
preceding the date of grant. The maximum number
of shares in respect of which the options may be
granted under the Champion Option Scheme shall
not exceed 10% of the issued share capital of
Champion at the date of approval of the Champion
Option Scheme. The total maximum number of
shares which may be issued upon exercise of all
outstanding share options must not exceed 30%
of the issued share capital of Champion from time
to time. The number of shares in respect of which
options may be granted to any one grantee in any
12-month period is not permitted to exceed 1% of
the shares of Champion in issue on the last date of
such 12-month period, without prior approval from
Champion’s shareholders. The Champion Option
Scheme will remain in force for a period of 10 years
commencing from 30 November 2012. No option has
been granted since the adoption of such scheme.
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28. CAPITAL RISK MANAGEMENT 28. BEAXREREE
The Group manages its capital to ensure that entities in AEBEBTBRAEER UBRERASEASE
the Group will be able to continue as a going concern BN REge TN EE  ARFNE
while maximising the return to stakeholders through the MEBERAR Z RETFEHAFMNEFN&
optimisation of the debt and equity balance. The Group's e o AEE s BEEBRIEE FFE B -

overall strategy remains unchanged from prior year.

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

The Directors review the capital structure on a bi-annual
basis. As part of this review, the Directors consider the
cost of capital and the risks associated with each class of
capital. Based on recommendations of the Directors, the

AEB 2 EREBARTEERARRE
BAELESAN - Eh R RITEA
FEHMREBE -

EEB¥FEMEAEE -EREMZ—
B BEEEBERARARESBAERZ
HERR REEFESE AEEKEBR
BATH IR R BB A R BT E R E

Group will balance its overall capital structure through the EIRBEE  NFEHEREENRERE -
new share issues and share buy-backs as well as the issue

of new debt or the redemption of existing debt.

29. OPERATING LEASE ARRANGEMENTS 29. REBELH
NEBEBEMEA

R EHTHER  AEEZERERYE
BB A EEREHERERRRE
ENEERBE D HRFRMOT

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:

2019 2018
—E-NF —E-N\F

Land and Motor Land and Motor

buildings vehicles buildings vehicles

THRETF hat: T REF RE

HK$°000 HK$000 HK$000 HK$'000

FET FE FET FET
Operating leases which expire: A T3 E @
JIBEHE

Within one year —FR 1,189 674 1,519 2,733

In the second to fifth year E-FEERFN

inclusive (BREEEMSF) 446 659 611 1,711

1,635 1,333 2,130 4,444

Leases are negotiated for terms of one to five years (2018: KEmECHEFAN T —FE2RF (=

one to five years). T-N\F: —FERF) -

KANTONE HOLDINGS LIMITED ANNUAL REPORT 2019
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29. OPERATING LEASE ARRANGEMENTS

(continued)
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:

29.

KEBELZH @)

REBERLEHEA

RBERZER  AEERERNERE
TEAFARE  #amBERKZREBE
MPRIZAH  HAMBERMAT :

2019 2018

ZE-nE —Z-N\F
Plant and Plant and
machinery and machinery and
Land and communications Landand  communications
buildings networks buildings networks
BE - %% B - #es
TiREF REGARK T REF LBERE
HK$'000 HK$000 HK$000 HK$'000
FET FET FET FET
Within one year —ER 140 11,355 140 14,097

In the second to fifth year E-FEERFA

inclusive (BEERMEF) 118 9,890 70 12,026
Over five years AENE - - - -
258 21,245 210 26,123

As at 30 June 2019, the Group has service and
equipment rental contract with customers amounting to
HK$44,703,000 (30 June 2018: HK$49,656,000). As at 30
June 2019, the future income to be generated from these
contracts with an aggregate amount of HK$33,486,000
(30 June 2018: HK$34,963,000) have been pledged as
securities for the defined benefit retirement scheme of
certain subsidiaries operated in UK.

R-ZB-AENA=1TH AEHEERF
AT B AR 75 KRR B T & & 493 44,703,000
BT (ZZ— \FXA=FH : 49,656,000
BIL) R _T—NFRNA=Z1TH ZE
G #I5 EE A /Y R SR U 48 58 33,486,000 78
T(ZZE—N\F XA =18 34,963,000
B ERIEARAREENE THER
AR E REE AR KT BB IR & -

—E-NEFR BREEARAT
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30. RELATED PARTY TRANSACTIONS

(i) During the year, the Group had the following

transactions with Champion:

30. BAEALRS

i  FRFTEBRRBEBETIIRS:

2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FET FET
Nature of transactions ReEME
Fees paid by the Group to Champion ZN4 B [A)78 F 32 1+ B X IR 7§
for treasury services ZE8H 328 -
Fees paid by the Group to Champion 7K Bli%Z 5K AN [A) 78 & % f+F
for the provision of office premises IRt H N E W ¥ KR H
and facilities, and management IWRERBRE<ER
services, on cost basis (note) (K1) 2,309 -
Fees paid by the Group to Champion 7N & [A)78 F 32 1+ B L IR 7§
for wages and salaries ZEBH 3,808 -
Fees paid by the Group to Champion A& B [AEE = fH 3
for the consultancy services R %% & A 524 -
Fees paid by the Group to champion  ZN5 [ [A) 78 & X 1+ 89 514
for the appraisal service k7% & A 147 -

Note: These transactions were carried out after negotiation
between the Group and Champion. The fees paid

(ii)

KANTONE HOLDINGS LIMITED

for the provision of office premises and facilities,
and management services. These transactions were
constituted continuing connected transaction as
defined in Chapter 14A of the Main Board Listing
Rules. However, these transactions are exempt from
the disclosure requirements in Chapter 14A of the
Main Board Listing Rules as these transactions are
sharing of administrative services between the Group
and Champion group on a cost basis and the cost
are identifiable and are allocated to the group entities
involved on a fair and equitable basis.

The key management personnel of the Group are the
Directors and the five highest paid individuals. The
aggregate amount paid to them was HK$8,885,000
(2018: HK$8,896,000), details of which are set out in
note 10.
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30. RELATED PARTY TRANSACTIONS (continued)

(ii)

(iv)

On 5 December 2016, the Company (as the
borrower) and Mr. Cheng Yang (“Mr. Cheng”) (as
the lender), a previous substantial shareholder of
Champion and a previous director of the Company
who subsequently resigned on 15 August 2017,
had entered into a facility agreement, pursuant to
which Mr. Cheng agreed to lend the Company up
to HK$5,000,000 in aggregate principal amount
which was unsecured, non-interest bearing and had
no fixed term of repayment and was repayable on
demand. As at 30 June 2018, the amount due to
Mr. Cheng included in other payable amounting to
HK$1,820,000, was unsecured, interest-free and
repayable on demand. The transaction contemplated
under the facility agreement constituted continuing
connected transaction is as defined in Chapter
14A of the Main Board Listing Rules. However,
this transaction is fully exempt from the disclosure
requirements in Chapter 14A of the Main Board
Listing Rules as the transaction was on normal
commercial terms or better and no security over the
assets of the Company is granted in respect of such
financial assistance.

On 7 December 2017, the Company (as the borrower)
and Ms. Wong Man Winny (“Ms. Wong") (as the
lender), a substantial shareholder of Champion and
a director of the Company, had entered into a facility
agreement pursuant to which Ms. Wong agreed to
lend the Company up to HK$4,180,000 in aggregate
principle amount which was unsecured, non-interest
bearing and had no fixed term of repayment and
was repayable on demand (note 23). The transaction
contemplated under the facility agreement
constituted continuing connected transaction is as
defined in Chapter 14A of the Main Board Listing
Rules. However, this transaction is fully exempt from
the disclosure requirements in Chapter 14A of the
Main Board Listings Rules as the transaction was on
normal commercial terms or better and no security
over the assets of the Company is granted in respect
of such financial assistance.
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30. RELATED PARTY TRANSACTIONS (continued)

(v)

(vi)

KANTONE HOLDINGS LIMITED

On 17 September 2018, the Company (as the
borrower) and Champion (as the lender), the ultimate
holding company of the Company, had entered into
a loan agreement, pursuant to which Champion
agreed to lend the Company up to HK$10,000,000
in aggregate principal amount which was unsecured,
interest bearing at 13% per annum and had no fixed
term of repayment and was repayable on demand.
On 1 January 2019 the lender had lent the Company
HK$3,500,000. As at 30 June 2019, included in
amount due to ultimate holding company was a loan
of HK$2,688,000 due to Champion was unsecured,
interest bearing at 13% per annum and had no fixed
term of repayment and was repayable on demand.
The financial assistance received constituted
continuing connected transaction as defined in
Chapter 14A of the Main Board Listing Rules.
However, this transaction is fully exempt from the
disclosure requirements in Chapter 14A of the Main
Board Listing Rules as the transaction was on normal
commercial terms or better and no security over the
assets of the Company was granted in respect of
such financial assistance.

At as 30 June 2019, included in amount due to
ultimate holding company was an amount of
HK$328,000 due to Champion was unsecured,
interest-free and had no fixed term of repayment and
was repayable on demand. The financial assistance
received constituted continuing connected
transaction as defined in Chapter 14A of the Main
Board Listing Rules. However, this transaction is
fully exempt from the disclosure requirements in
Chapter 14A of the Main Board Listing Rules as
the transaction was on normal commercial terms
or better and no security over the assets of the
Company was granted in respect of such financial
assistance.
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STATEMENT OF FINANCIAL POSITION OF 31. AT MBMR T
THE COMPANY
2019 2018
—E-hE —TF
HK$000 HK$'000
FET FET
Non-current assets FRBEE
Amounts due from subsidiaries JE W BT B R RN IE 56,859 56,622
Interests in subsidiaries R B AR 2R 5,576 21,886
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 62435 78508
Current assets REBEE
Other receivables JFE LA LA BR 3R 180 336
Amounts due from fellow subsidiaries i EES N PNGIE S 415 66
Cash and cash equivalents ReRAEERE 91 2,945
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 686 3347
Current liabilities REBEE
Other payables FEAT E b BR X 9,267 4,410
Amounts due to subsidiaries JIE BT BB A R FROB 4,388 4,972
Amount due to a director JE—REEFHIA 4,180 4,180
Amount due to ultimate holding company &~ & 442 A &) HY 8 3,016 -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 20,851 13562
Netcurrentliabilites ~~~~~~ #®®BR® = (20,165) | (10,215)
Net assets EEFE 42,270 68,293
Capital and reserves BARG#E
Share capital [N 19,731 19,731
Reserves (note) (W at) 22,539 48,562
Total equity R 42,270 68,293

The Company's statement of financial position was
approved and authorised for issue by the board of directors
on 27 September 2019 and are signed on its behalf by:

WONG MAN WINNY
EH
Chairperson

E

ARBZHBRARKER —FE—NFNA
“TtRHESeMEREETE  Ih

TIHEEKEESE

LIU KA LIM
BER
Director

EZE

—E-NFFER

BREEERAR
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31. STATEMENT OF FINANCIAL POSITION OF 31. ARQE)HEAMRRT @)
THE COMPANY (continued)
Note: Movements of the Company’s reserves during the current Wit : RRBAIRAFERBAFEZRHEES
and prior years are as follows: R
Share Capital Special Accumulated
premium reserve reserve loss Total
R 175 E EXfE YRl 2 B8 At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
At 1 July 2017 R-E—+&+A—H 795,357 - 195,874 (164,837) 826,394
Loss and total comprehensive AEEBEREAMYLHE
expense for the year - - - (1,744,639) (1,744,639)
Capital reorganisation B AERA - 966,807 - - 966,807
At30June2018and 1July 2018  RZZE—\EXA=THEK
—E-NFtA—H 795,357 966,807 195,874 (1,909,476) 48,562
Loss and total comprehensive AEEBEREARZ LS
expense for the year - - - (26,023) (26,023)
At 30 June 2019 R-Z-hAEXA=1+A 795,357 966,807 195,874 (1,935,499) 22,539
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32. LIST OF SUBSIDIARIES

Details of the Company’s subsidiaries at 30 June 2019 and

30 June 2018 are as follows:

Ar 5 B 3% SRR MY aE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NAF/NA=+H30JUNE 2019

32. EABRE
RIE—AFENA=ZTHEZ-Z—\FEX
A=+H ARRIZHMBRARZFBOT

Place of Nominal value of issued Proportion of nominal value
incorporation/ share capital/ of issued share capital held
Name of subsidiaries operations registered capital by the Company Principal activities
WEARER HRAY/SEnl  ERORKEE/EREX ARAREERTRAEERS FBER
2019 2018 2019 2018
“E-hE ZE)\F “E-hE “T-N\E
Aspire Management Limited British Virgin Islands Ordinary Ordinary 100% 100%  Investment holding
EEABRES US$2,636320  US$2,636,320 REBK
LER LRk
2636320%%  2636320%T
Bingo Profits Limited* British Virgin Islands ~ Ordinary US$1  Ordinary US$1 100% 100%  Investment holding
AEARRER EER1ET  BERIET REBR
Eight Converge Limited* Samoa Ordinary US$1  Ordinary US$!1 100% 100%  Provision of treasury services
NEBRAR® EETES EER1ER  EEREn RALEBURR
Financial Vantage Limited* Samoa Ordinary US$1  Ordinary US$1 100% 100%  Provision of treasury services
EETES EER1En  EERER RESTRE
Golden Opportunity Limited* Samoa Ordinary US$1  Ordinary US$!1 100% 100%  Provision of treasury services
SHARNA® BETHE BER1En  ERRIER RAHBRE
Infopage Limited UK Ordinary Ordinary 100% 100%  Dormant
g £1,000 £1,000 EEXH
EER Lk
1,000% 8 100058
Kantone (UK) Limited UK Ordinary Ordinary 100% 100%  Investment holding
EL £5500,000  £5500,000 REBR
LRk Lak
55000005 550000055
Kantone Energy Trading Company Limited Hong Kong Ordinary Ordinary 100% 100%  Investment Holding
[Formerly known as China Silk Road &% HK$10,000 HK$10,000 RERR
Investment Development Limited) EER EER
ERWRESARLT 10,0007 10,000/7
(HBTESAREERERAT
Kantone Logistics Management Limited ~ Hong Kong Ordinary HK$1  Ordinary HK$1 100% 100%  Investment Holding
[Formerly known as Champ Honest ~~ &75 EER1ER  EERIAR REER
International (HK) Limited)
ERURERARLA
(MBEHER(EB) ARRA)
Keen Pacific Limited* Samoa Ordinary US$1  Ordinary US$1 100% 100%  Provision of treasury services
EETES EBR1ET  EERIER RAHBURE
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32. LIST OF SUBSIDIARIES (continued) 32. MBARBE @
Place of Nominal value of issued Proportion of nominal value
incorporation/ share capital/ of issued share capital held
Name of subsidiaries operations registered capital by the Company Principal activities
WEBARER HRAL/BE4E  ERORAEE/ZMELR AAAEEERTRAEELS  TEER
2019 2018 2019 2018

“E-NE ZE-)N\F —E-hE —E-\E

Kontone Development Limited* Hong Kong Ordinary HK$2  Ordinary HK$2 100% 100%  Provision of treasury services
BRERERAA" i EEReER  BER2AT REH TR
M.C. Holdings Limited* Cayman Islands Ordinary Ordinary 100% 100%  Investment holding
MEds £5500,002  £5500,002 RAERK
EER EBR
5500,002%4  5500,002 £
Muttitone Communications Limited UK Ordinary £100  Ordinary £100 100% 100%  Investment Holding
EE EER00%E LTHERI0EE REER
Muttitone Scottish Limited Partnership UK Ordinary £100  Ordinary £100 21.64% 21.64%  To hold property and other
3G ERRI00EE LRRI0EE assets to be acquired by
the Limited Partnership
Multitone Communication Systems UK Ordinary Ordinary 100% 100%  Dormant
Limited i £25,000 £25,000 LY
EER TRk

25,000 58 25,000 £

Multitone Rentals Limited UK Ordinary £100  Ordinary £100 100% 100%  Dormant
EE EER100KE TERI00%E TERK
Multitone Electronics PLC UK Ordinary Ordinary 100% 100%  Investment holding, design
7 £3,830,107 £3830,107 and manufacture of
LRk EER communication systems
383010755 383010754 and equipment
REBR - R REERE
25 Rk
Multitone General Partner Limited UK Ordinary £100  Ordinary £100 100% 100%  Investment Holding
EE LER00%E LERI0EE REER
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32. LIST OF SUBSIDIARIES (continued)

32. B ABRE &)

Ar 5 B 3% SRR MY aE
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

—ZE—NAF/NA=+H30JUNE 2019

Place of Nominal value of issued Proportion of nominal value
incorporation/ share capital/ of issued share capital held
Name of subsidiaries operations registered capital by the Company Principal activities
WEBARER HRAL/BE4E  ERORAEE/ZMELR AAAEEERTRAEELS  TEER
2019 2018 2019 2018
e e A e A
Multitone Electronics Sdn. Bhd. Malaysia Ordinary Ordinary 100% 100%  Manufacture of
SRASE MR285,000 MR285,000 communication systems
EER EER and equipment
285,000 285,000 EEREARLRE
FREEZSE HHAERSE
Muttitone Retirement Benefits UK Ordinary £1 Ordinary £1 100% 100%  Investment Holding
Plan Trsutee Limited G BRARIKE SRR EE RERR
Muttiton Elektronik GmbH Germany Ordinary Ordinary 100% 100%  Distribution of communication
(e £1,022,584 £1,022,584 systems and equipment
EER Lk PEBEZRRZE
102258487 1,022,584
Paging Systems Limited UK Ordinary Ordinary 100% 100%  Dormant
EL £100100  £1,100,100 LEzn
LER Lk
11001008 1,100,100 %
Pearl Delta Inc.* Samoa/Macau Ordinary US$1  Ordinary US$1 100% 100%  Provision of treasury services
BETES/ BN BER1En  ERBER RALHBURE
Shenzhen Hengyu Science and PRC Registered Registered 100% 100%  Investment holding
Technology Company Limited i capital capital RERR
(Note 1) RMB24,000,000  RIVIB24,000,000
BEMB(RI)BRAR (Wi 1) ZMERARYE AHEFARY
24,000,000 24,000,000C
Silverstrand Investments Limited* Samoa Ordinary US$1  Ordinary US$1 100% 100%  Investment holding
EETHE EER1En  ERBER RERR
Success (Macao Commercial Offshore) — Macau Ordinary Ordinary 100% 100%  Provision of consulting
Limited? il MOP100,000  MOP100,000 servioes, research and
R (RFREEERE) ARAAN BER LER development, and trading
R il of cultural products
100,000 70 100,0007 REBEARE  HERRE

—E-NEFR BREEARAT
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32.

LIST OF SUBSIDIARIES (continuea)

32. B ABRE &)

Place of Nominal value of issued Proportion of nominal value
incorporation/ share capital/ of issued share capital held
Name of subsidiaries operations registered capital by the Company Principal activities
WEBARER HRAL/BE4E  ERORAEE/ZMELR ARAREERTRAAERS TEXER
2019 2018 2019 2018
e A L = L
Wollaston Limited* Samoa/Macau Ordinary US$1  Ordinary US$1 100% 100%  Investment holding
BEGHE/RF  LEM1ER  LERIER RERR
Zonal Care Incorporated* British Virgin Islands/  Ordinary US$2  Ordinary US$2 100% 100%  Provision of treasury services
Macau BRR2En  L@B2ER RAHBURE
RERERES/
RF
Sky Sign Holdings Limited* BVI Ordinary Ordinary 100% 100%  Investment Holding
REBRERAR" EBEARES US$50,000 1S$50,000 &R
EER EER
50,0005 10 50,0005 T
Sure Beauty Investments Limited* BVI Ordinary Ordinary 100% 100%  Investment Holding
TERERRARA* EEABRES US$50,000 US$50,000 REBR
LER EER
50,000 % 70 50,000 T
Notes: BisE
1 Wholly foreign owned enterprise for a term of 20 years 1 INEBELE  FHHE-TZT=F1+A

commencing 17 October 2003.
* Directly held by the Company.
# For identification purpose only

The Company has been changed the name to Abundant

Success Trading (Macao Commercial) Limited with effective

on 15 July 2019.

The above table lists the subsidiaries of the Company
which affected the results of the year or constituted a
substantial portion of the net assets of the Group.

None of the subsidiaries had any debt securities subsisting
at 30 June 2019 and 30 June 2018 or at any time during

the year.
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MBERE
FINANCIAL SUMMARY

RESULTS E 45
Year ended 30 June
BZEANA=tHLEE
2019 2018 2017 2016 2015
“E-RE ZET-)N\F ZE—+F ZT—RF ZT—AHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET Fi#T FEr FET FiET
Revenue g & 143,966 136,743 140,854 2,090,426 2,544,174
Profit/(loss) from ordinary BREAIAEEK
activities before taxation (B#E) %A
Profit/(loss) from operating RitHMEEER
activities excluding other CREER
operating items swA,/ (B18) 1,793  (1,644,601)  (1,741,525) 615,855 60,468
Other operating items Hih@ 215 e - - (14,650) (633,604) (47,595)
Profit/(loss) before taxation BB ATER, (B58) 1,793  (1,644,601)  (1,756,175) (17,749) 12,873
Income tax credit/(expense) FrEREeE, /() 644 713 (405) - (2,205)
Profit/(loss) for the year KEERA/(BE) 2,437  (1,643,888)  (1,756,580) (17,749) 10,668
Attributable to: FE1h
Owners of the Company RAREE A 2,437  (1,643,888)  (1,756,580) (11,764) 8,927
Non-controlling interests R R = - - - (5,985) 1,741
2,437  (1,643,888)  (1,756,580) (17,749) 10,668
Dividends & - - - - -

—E-NEFR BREEARAT
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FINANCIAL SUMMARY

ASSETS AND LIABILITIES EEREE

At 30 June
RAB=1+H
2019 2018 2017 2016 2015
“E-RE ZET-)\F ZE—+F ZT—RF ZT—AHF
HK$000 HK$°000 HK$'000 HK$°000 HK$'000
FET FET FET & FET

Total assets SEHBE 162,438 158,529 1,801,716 3,661,067 3,692,025
Total liabilities BEBE 94,980 87,615 124,519 127,270 227,072
Shareholders’ funds BRES 67,458 70,914 1,677,197 3,433,797 3,464,953

Equity attributable to owners KAREAR NELER

of the Company 67,458 70,914 1,677,197 3,433,797 3,438,988
Non-controlling interests R R A - - - - 25,965
67,458 70,914 1,677,197 3,433,797 3,464,953
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