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APPENDIX
GE

INDEPENDENT AUDITOR’S REPORT

TO THE DIRECTORS OF KANTONE
HOLDINGS LIMITED (INCORPORATED IN
THE CAYMAN ISLANDS WITH LIMITED
LIABILITY)

OPINION

We have audited the condensed consolidated statement
of assets and liabilities of Kantone Holdings Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group”) as at 31 December 2017 set out on
pages 6 to 14.

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

BASIS FOR OPINION

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

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

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

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

Those charged with governance are responsible for
overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONDENSED CONSOLIDATED STATEMENT OF
ASSETS AND LIABILITIES

Our objectives are to obtain reasonable assurance
about whether the condensed consolidated statement
of assets and liabilities as a whole is free from material
misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you
in accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility
forwards or accept liability to any other person for the
content of this report. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of
users taken on the basis of this condensed consolidated
statement of assets and liabilities.

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

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

° Obtain an understanding of internal control relevant
to the audit in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.
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° Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting
estimates and related disclosures made by the
directors.

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

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

We communicate with those charged with governance
regarding, among other matters, the planned scope
and timing of the audit and significant audit findings,
including any significant deficiencies in internal control
that we identify during our audit.
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We also provide those charged with governance with
a statement that we have complied with relevant
ethical requirements regarding independence, and to
communicate with them all relationships and other
matters that many reasonably be thought to bear on our
independence, and where applicate, related safeguards.

Moore Stephens CPA Limited
Certified Public Accountants

Cheung Sai Kit
Practising Certificate Number: P05544

Hong Kong, 30 April 2018
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CONDENSED CONSOLIDATED STATEMENT
OF ASSETS AND LIABILITIES

As at 31 December 2017

ERGREEERER

R-FE—+F+_H=1+—H

As at
31 December
2017
R-ZE—+1F
+=A=+—H
Notes HK$'000
Bt FET
(Audited)
(REZ)
Non-current assets FRBEE
Property, plant and equipment Y - BB R &M 2 32,245
Development costs for systems REE AR R R AR
and networks -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 32,245
Current assets REEE
Inventories FE 3 26,220
Trade and other receivables EBUE 5 R E MR 4 31,368
Cash and cash equivalents ReMEeER 73,380
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 130,968
Current liabilities REBAE
Trade and other payables FERTE 5 R E M BRI 5 51,105
Warranty provision IRERHE 1,178
Amounts due to directors RS EEFHIE 6 3,680
Bank borrowing — amount due WITEE —
within one year — & A 2| Hf 1,907
51870
Net current assets REBEEFE 73,098




CONDENSED CONSOLIDATED STATEMENT
OF ASSETS AND LIABILITIES (continued)

As at 31 December 2017
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ERGREEERER#E)

R-FE—+F+_HA=1+—H

As at

31 December

2017

R-ZT—+t#F
+=A=+—~H

Notes HK$°000
Mzt FET
(Audited)

(REX)

Total assets less current liabilities EEHAERRBAE

Non-current liabilities FREBAE
Retirement benefit obligations RRE FI AR

105,343

Net assets EEFE

The condensed consolidated statement of assets and
liabilities on pages 6 to 14 was approved and authorised
for issue by the board of directors on 30 April 2018 and
signed on its behalf by:

WONG MAN WINNY
EH
Chairman
*E

The notes on pages 8 to 14 form part of the condensed
consolidated statement of assets and liabilities.
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Director
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KANTONE HOLDINGS LIMITED

NOTES TO THE CONDENSED
CONSOLIDATED STATEMENT OF ASSETS
AND LIABILITIES

As at 31 December 2017

ERGREEERERME

R-F—tF+—A=+—H

BASIS OF PREPARATION

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

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

The condensed consolidated statement of assets and
liabilities of the Group as of 31 December 2017 has
been prepared using the same accounting policies in
respect of classification and measurement of assets
and liabilities adopted by the Group when it prepared
its annual financial statements for the year ended 30
June 2017.

The condensed consolidated statement of assets and
liabilities has been prepared on the historical cost
basis. This condensed consolidated statement of
assets and liabilities is presented in Hong Kong dollar
("HK$") and all values are rounded to the nearest
thousand except when otherwise indicated.

The following amendments to the Hong Kong Financial
Reporting Standards (the “Amendments”) are effective
for annual periods beginning on or after 1 January
2017:
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NOTES TO THE CONDENSED

EBEEBARLT
KANTONE HOLDINGS LIMITED

ERGREEERERME®

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES (continued)

As at 31 December 2017

BASIS OF PREPARATION (continued)

e HKAS 7 Amendments Disclosure Initiative

e HKAS 12 Amendments Recognition of Deferred
Tax Assets for Unrealised
Losses

e HKFRSs Amendments Annual Improvements to
HKFRSs 2014 - 2016
Cycle

For the purposes of the preparation of the condensed
consolidated statement of assets and liabilities, none
of the Amendments have had a material effect on
how the Group's financial position as at 31 December
2017. The Group has not applied any new standard or
interpretation that is not yet effective for the purpose
of this condensed consolidated statement of assets
and liabilities.

PROPERTY, PLANT AND EQUIPMENT

R-ZF—+F+-A=+—H

1. RREEE)

o BERIER HBHE
BIRETR \
o BERIDEA RALBEHREREE

F125MEFT HIBEE
N

o FEMBRE —THFE_T—
ERERIA AERBZBBHB

EHERIF E

IERGAEERABRME @ BIEXEE
AAHAEER T —+tF+-A=1+—
BZHBRABEEAFE - ARELER
BAGAEERBRERTMAMARERZ
B A] R R -

2. ME BERRHE

Amount

&8

HK$'000

FET

Carrying value at 1 July 2017 (Audited) R-T—+F+A—BZEEE 31,366

(&%)

Currency realignment VE 54 F % 1,575

Additions NE 3,510

Depreciation e (4,195)

Disposals HeE (11)
Carrying value at 31 December 2017 R=-TB—tHF+=-H=+—H8BZ2

(Audited) IREE (RER) 32,245

As at 31 December 2017, property, plant and

RZZE—+tF+-_A=+—08 xEBZ

equipment of the Group with the aggregate carrying
amounts of HK$11,716,000 have been pledged as
securities for the defined benefit retirement scheme of
certain subsidiaries operated in UK.

HIRME{ER 11,716,000 B T2 W% - B&E
ERBEER  FRETRREZEZH
BAR 2 ERENBRAGEIZEIRGR -
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EEEBAERLH
KANTONE HOLDINGS LIMITED

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

As at 31 December 2017

ERGREEERERME®

R-ZF—+F+-A=+—H

3. INVENTORIES 3. FE
As at
31 December
2017
R-Z—tHF
+=BR=+—H
HK$'000
FET
(Audited)
(BER)
Raw materials =8 8,150
Work in progress ER 5,001
Finished goods (note (i) and (ii)) BURY S (AT 2E () & (i) 13,069
26,220
Notes: BiEr
(i) Included in finished goods are cultural products, () HEKmBEERA %%i‘kiﬂﬁ‘#‘hﬂf
including precious stones and artifacts, of BEERBEC X LEM(BIEE
HK$5,098,000 which are held for trading and 275 )B1E A 5,098, OOO,%TI: °

resale in the ordinary course of business.

(i) As at 31 December 2017, all cultural products of
the Group were stored in a warehouse run by a
worldwide security solution company, which is
an independent third party to the Group.

i)y R-T—tF+-_A=+—H &
SEZMBXLERFRR —BE2
RE2MATRERABZRE  ER
REBBILE=T] -



EBEEBARLT
KANTONE HOLDINGS LIMITED

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

As at 31 December 2017 R-ZF—+F+—-A=+—H

ERGREEERERME®

INVENTORIES (continued)

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

For the purpose of preparing the condensed
consolidated statement of assets and liabilities as at 31
December 2017, the Group had arranged another team
of cultural product and jewellery experts (the “Current
Experts”) from "“China Cultural Heritage Information
and Consulting Center” (the “Consulting Center”)
being led by Ms. YANG Zhen Hua (#5Z%), to perform
a more detailed authentication on all of the cultural
products regarding their grading and classification.
According to the Current Experts, further downgradings
and reclassifications were required to be made on the
cultural products as compared to those as of 30 June
2017. The Consulting Center has arranged another
valuer, It R MBI REERTE AR DA, to reassess
the current market values of the inventories as at 31
December 2017 based on their findings concerning the
grading and classification of the cultural products. As a
result of the final authentication report and evaluation
report, the management of the Group had determined
that their net realisable values were below their costs
and the shortfalls resulted in further impairment loss
of HK$1,633,877,000 being made for the six months
ended 31 December 2017.

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

FE(GE)

MRHEHEE T +ENA=ZTHILEE
ZIRAMBREME AEBEEBEXXY
Em/ TAERAXLERTFEETE
FHoRBEZSERZER  FEHIMHX
CtERGEEHEHEETRUTAREFTH
$ o [EI - AEE B EEBE L EER Hilco
Global Greater China Limited1ZfB 324
ER/ TAERAZELE R Z R
EoEzER ERTFER-Z—LFAX
A=+BZREMEEE - B LT (EHE
B AEEEEEBHATTHXLERTE
HEZASRFERARERAK  2EAH
#1,740,108,000% 70 © Bt - AN EHE R
HE-Z—+F X A=+THIEEZ®ERAHN
{BJE5481,740,108,000/8 7T °

MEER T —+F+-A=+—HZH
e EERBERME ASBE%HA
BREEZRTRBREPEXYIEERA
FLIFERPLDZES B XWER
FEEREK(THEAEERDEME XLE
MBI RS EETTE FMESR - RIER
BERZER  HEHZE=ZZ—+tF<A
—tTRZER FTEHUELERELE—
SR THAREFOLE - ZATFLELH
S AEEMIE R REERTHEER
NAERZEMLER R RS B2
HEHEFER_E—+E+=-A=+—
AzREMGEE BREKKEZRER
SR AEBEREBHEHAEIRF
BEENZERE  ZEEFEHAEARESR
—E—+E+-_A=t+—RBItNERESL
#— 2 EEE1E1,633,877,0008 7T °

ARBEERR  KRAHEFETHAA
Ak RERGAEERBRRBRZER
Rk B MERROR(E 2 R B 23 UL 2 f AT R
EEBREGRE -

1
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EEKEERRAA

KANTONE HOLDINGS LIMITED

NOTES TO THE CONDENSED

ERGREEERERME®

CONSOLIDATED STATEMENT OF ASSETS

AND LIABILITIES f(continued)
As at 31 December 2017

R-ZF—+F+-A=+—H

4.

TRADE AND OTHER RECEIVABLES

4. RERESREAMERR

As at

31 December
2017
R=B—+tHF
t=A=t+-H
HK$'000
FET
(Audited)
(BER)

Trade receivables
Other receivables

EUE 5 IR 19,911
7 LA LA BR X 11,457

31,368

The Group has credit policy regarding its trade
customers depending on their credit worthiness,
nature of services and products, industry practice and
condition of the market with credit period ranging from
30 days to 180 days.

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

AEEREESREFPETEERR - BRI
BEZEM  RELREMMEE  1TTAR
HLLEHISERAMGETELNTF30HE80
RZEES -

FEUE 5B S 1R 45 H KBS RS B P A
ZERBAT2FMT :

As at

31 December
2017
R-Z—+tF
+=ZBA=+—H
HK$°000
FET
(Audited)
(RER)

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

0—60H 15,998
61 —90H 2,625
91 — 180 H 1,288

19,911




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

As at 31 December 2017

4.

5.

TRADE AND OTHER RECEIVABLES (continued)

Note:Other receivables mainly represented a loan to
third party of HK$6,031,500, rental deposits and
sundry deposits. The loan to third party was a
one-year short-term loan advancing on 16 January
2017. The loan is unsecured and interest bearing
at 10% per annum. In the opinion of the directors
of the Company, appropriate action was taken
by the management and the loan will be settled
within 12 months from the end of the reporting
period.

TRADE AND OTHER PAYABLES

EBEEBARLT
KANTONE HOLDINGS LIMITED

ERGREEERERME®

R-ZF—+F+-A=+—H

4. RWESREMERRGE)

Hat - EtbEREBRRESIERE =2
#6,031,500 B TE XK - HE&
S hEBEES ME-FRHEZ
ERAR-_ZT—+t&—A+/<8
BHZ—FEEHHER - ZEXK
BEERE . FRBE10%:TE » &K
NREERAE BEECELE
E1TE MxERBERBREHR
12 & A REsf -

5. ENESRHEMERX

As at

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

Trade payables ERESER 2,266
Other payables (note (i) JESH BRI (A2 (1) 45,322
Amount due to a fellow subsidiary e — R R B A wFIE

(note (ii) (H132 (i) 2,900
Amount due to holding company JERT1ERR A B FRIA

(note (i) (HTEE (i) 617

51,105

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

BEERZEERNFI0BE60R -
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EEEBAERLH
KANTONE HOLDINGS LIMITED

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

As at 31 December 2017

5.

TRADE AND OTHER PAYABLES (continued)

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

follows:

ERGREEERERME®

R-ZF—+F+-A=+—H
5. ENEZREMEBRRGE)

B 5 B 3 1R 45 KB AR S8 3 22 1 A
2R 2FIMT -

As at

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

0 — 60 days
91 — 180 days

0—60H
91 — 180 H 276

1,990

2,266

Notes: (i)

(if)

Other payables mainly represented
receipts in advance from customers of
HK$14,628,000 and other accrued expenses.

These amounts are unsecured, non-interest
bearing and repayable on demand.

AMOUNTS DUE TO DIRECTORS

The amounts due to directors of the Company are

unsecured, non-interest bearing and repayable on

demand.

As at 31 December 2017, one of the directors of the

Company owned 7.14% indirect beneficiary interest in

the Company.

B () BNEMEREIER/BWER

X 18 14,628,0007% 7T & H fh
TAIREM -

i) EBREAWER - TH AR
BRBREE -

6. ENEBERRE

ENAABESFKBEEER  TFER
RRBRIERE -

R=F—tF+=A=T—0 AQAH
B EERAARA7.14% 2R E
Nt -

E\



