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EREEARAT
KANTONE HOLDINGS LIMITED

The board (the “Board”) of directors (the “Directors”) of Kantone Holdings ZHBEEARAR((AQFN s EH([EE))

Limited (the “Company”) announces the unaudited condensed consolidated & ([EZ& ) AMAXAT REAMB AR (A&

results of the Company and its subsidiaries (the “Group”) for the six months B &EHE_-_ZT—HAF+-_A=+—H 1Lt ~A

ended 31 December 2019 (the “Period”) with comparative unaudited figures A ([EIEEER ) 2 R E B X E B G A %5 E R

for the corresponding period in 2018 (the “Previous Period”) as follows: —E-NFRBITEFRBPD ZREEZLL
REFHT :

CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the six months ended 31 December 2019 BEr —_FE—NF+_A=+—Hi @A

EHRAGREEEREMEE
i 78 3R

Six months ended 31 December

BZEZ+=-A=t+—-HLAXEA

2019 2018

—E-hEF —E-)N\F

Notes HK$’000 HK$'000

Bt 5 FERT FET

(Unaudited) (Unaudited)

(REER) (REEZ)

Revenue U 25 3 77,444 72,355
Cost of sales B KA (33,539) (30,889)
Gross profit EF 43,905 41,466
Other income, gains and losses B A - Wam Kk EE 758 2,134
Gain on disposal of subsidiaries HEMBARZ RS - 89
Distribution costs P2k 1D N (14,398) (14,570)
General and administrative expenses —MRITEEH (22,442) (22,559
Research and development costs expensed T M B B AR AR 52 (1,162) (2,366)
Finance costs B 75 X AR (341) -

2 2019/20 INTERIM REPORT



EREEARAT
KANTONE HOLDINGS LIMITED

OVYe a9

CONDENSED CONSOLIDATED HRGEERREMEE
STATEMENT OF PROFIT OR LOSS AND Y %= 3R @)

OTHER COMPREHENSIVE INCOME (continued)

For the six months ended 31 December 2019 BHE T NFF+_A=+—HIL A

Six months ended 31 December

BZEZ+=-A=t+—HILAXEA

2019 2018
—E-hE —E-N\F
Notes HK$’000 HK$’000
B = FERT FAT
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Profit before taxation B Bt AT R 6,320 4,194
Income tax expense Fris®i sz i 5 (187) (346)
Profit for the period H A 6,133 3,848
Other comprehensive income/(expense): Httz2mEmWE(ZH) :
ltem that may be reclassified subsequently to ~ HZ A EHFHEEIBZ
profit or loss: ZIEH :
Exchange difference arising on translation of INETE IR E FTE £
foreign operations ZENER 346 (5,104
Other comprehensive income/(expense) HMRHEMmEEKE ()
for the period 346 (5,104)
Total comprehensive income/(expense) HMAEEWE(XH) AL
for the period 6,479 (1,256)
Earnings per share BREF
— Basic and diluted —EARRE#E 6 HK$0.03 3% 5T HK$0.02 7% 7T

The above condensed consolidated statement of profit or loss should be read
in conjunction with the accompanying notes.

EXREREIREREEN TG RE -
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EREEARAT
KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED RS E M EMRN K
STATEMENT OF FINANCIAL POSITION
At 31 December 2019 RZE—-NF+-HA=+—H
As at As at
31 December 30 June
2019 2019

R=ZZB-hE RKR-Z-IF
+=ZBA=+-—H RNA=1H

NOTQS HK$’000 HK$’OCP
B 7 THT FHET
(Unaudited) (Audited)
(REEZ) (EEZ)

Non-current assets RBEE
Property, plant and equipment ME - BB MK 8 29,779 28,666
Right-of-use assets TRAEEE 8 4,586 -
Development costs for systems and networks 2 %t } 48 4% 5 3% ik 2= - -
34,365 28,666

Current assets RBEE
Inventories FE 9 21,525 24,227
Trade and other receivables U E 5 & B Ath BR 5K 10 37,147 26,180
Cash and cash equivalents BekReER 79,570 83,365
138,242 133,772
Current liabilities REBEE

Trade and other payables JERTE 5 I H 8RR 11 46,081 39,549
Contract liabilities adaE 12 9,314 21,587
Warranty provision REBE 1,334 1,347
Lease liabilities HEARE 2 2,907 -
Amount due to a director R —ZEEHIE 13 4,180 4,180
Amount due to ultimate holding company JE N B 4R R A A 13 6,438 3,016
70,254 69,679
Net current assets REBEEFE 67,988 64,093
Total assets less current liabilities EEHERRBER 102,353 92,759

Non-current liabilities kRBERE
Lease liabilities HEAE 2 1,835 —
Retirement benefit obligations IR KR F A 26,751 25,301
28,586 25,301
Net assets EEFEE 73,767 67,458

Capital and reserves BAREE
Share capital [N 19,731 19,731
Reserves & 54,036 47,727
Total equity R 73,767 67,458

The above condensed consolidated statement of financial position should be X fBR 4R & B I8 4R R 35 FE B fff 5 — GF R0 38 o
read in conjunction with the accompanying notes.

4 2019/20 INTERIM REPORT



.\‘.\%/ \ / "' @
EEEEARAT ﬂ —@
KANTONE HOLDINGS LIMITED = - 1) 4
/. i\

CONDENSED CONSOLIDATED BRAEREAER B IR
STATEMENT OF CHANGES IN EQUITY
For the six months ended 31 December 2019 Bz —_ZE—NF+_HA=+—Hi @A
Share Share Capital Translation Accumulated Total
capital premium reserve reserve losses equity
I 2 B 2
BE ROEE BXfE ELFEE RitE#E B
HK$'000 HK$000 HK$000 HK$'000 HK$'000  HK$'000
TErxr FTExT FTExR FHET FET FAET
At 1 July 2019 RZZE—NF
(Restated) +A—B (&Y 19,731 795,357 966,807 4,352 (1,718,959) 67,288
Profit for the period B 7 - - - - 6,133 6,133
Exchange difference arising on INEBMEREE
translation of foreign operations 7 [& ¥ =% - - - 346 — 346

Total comprehensive income HRNE2EREE

for the period - - - 346 6,133 6,479
At 31 December 2019 RZEBE—NE

(Unaudited) +-A=+—H”

(REER) 19,731 795,357 966,807 4,698 (1,712,826) 73,767

At 1 July 2018 R-ZZ—\FtHA—H

(Audited) (EEZ) 19,731 795,357 966,807 9,363 (1,720,344) 70,914
Profit for the period HI 8 A - - — - 3,848 3,848
Exchange difference arising on WNEBFBEREL

translation of foreign operations 7 [& ¥ Z= 58 - — — (5,104) — (5,104)

Total comprehensive (expenses) B Z2E (1), WL

income for the period — - - (5,104) 3,848 (1,256)
At 31 December 2018 RZE-N\F
(Unaudited) +=-A=+—H
(REEER) 19,731 795,357 966,807 4,259 (1,716,496) 69,658

The above condensed consolidated statement of changes in equity should be  © Y f§RR4R & X AN FE 25 & B 3% JE B2 P 5= — ff
read in conjunction with the accompanying notes. BI:E -

2019/20 8 87 & 5



EREEARAT
KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

For the six months ended 31 December 2019

Bz

BHRERERB R

ZE-NFFTZA=+—HIENEA

Six months ended 31 December

BZ+=-A=+—HILAXEA

2019 2018
—ZE-NEF ZE-N\F
HK$’000 HK$’000
FERT FHET
(Unaudited) (Unaudited)
(REER) (REER)
Operating activities REER
Profit before taxation B Bt B 6,320 4,194
Adjustments for: BT IEERE
Other cash flows used in operating activities KEEBFEAZEMBE R (9,771) (13,666)
Cash used in operations KEEBRERAZES (3,451) (9,472)
Tax paid [ERNE TR (187) (135)
Net cash used in operating activities REXBHEAZRESEH (3,638) (9,607)
Investing activities REXEWK
Payment for the purchase of property, plant and BEWE BWELXEMIMZHE
equipment (3,868) (1,742)
Other cash flows generated from investing activites & & 2 E £ 2 E MR &R 1,232 57
Net cash used in investing activities REXBHMERAZRESFEE (2,636) (1,685)
Financing activities REEE
Loans from ultimate holding company FER B IE IR A A 3,160 -
Repayment of lease liabilities EEHEAE (1,512) -
Net cash generated from financing activities MEEEFMEECESTFE 1,648 —
Net decrease in cash and cash equivalents BERBESEHZIRELFEHE (4,626) (11,292
Cash and cash equivalents at beginning of the period Ei #1118 & M IR & £ %58 83,365 71,626
Effect of foreign exchange rate changes ExRgy g2 831 (6,160)
Cash and cash equivalents at end of the period HARERREZEHE 79,570 55,174

The above condensed consolidated statement of cash flows should be read

in conjunction with the accompanying notes.

6 2019/20 INTERIM REPORT
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EREEARAT
KANTONE HOLDINGS LIMITED

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 31 December 2019

1.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

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

The unaudited condensed consolidated financial statements do not
include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group’s annual financial statements for the year ended 30 June 2019.

PRINCIPAL ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements have been
prepared on the historical cost basis. These unaudited condensed
consolidated financial statements are prepared in Hong Kong dollar
(“HK$”) and all values are rounded to the nearest thousand except
where otherwise indicated.

The accounting policies adopted are consistent with those followed in
the preparation of the annual financial statements of the Group for the
year ended 30 June 2019 except that the Group has applied for the
first time, certain amendments to Hong Kong Financial Reporting
Standards (“HKFRS”) issued by the HKICPA that are effective for the
current period.

B AR & B 7% #R AR B =

Bz

1.

ZE-NFFTZA=+—HIENEA

RAUEERETHE

ERKREERAATARAF]) REME
RE(HWIAEE]) 2 REEZB ALK
RHMBRRIRETEEAMAS(E
BEEMAE])BMzEE G ER
(TEAEER]) F345E[ - I 5 &
FIZHREMRE - BI REEZEHH
HAVBBRRNABAREEBAXIM
BERABEZ LT AR PTHRE 28R K
BEF -

ARELERREMBRRILRBESF
EHBRERLENFAEERREE - &
EAREERBEE_FT-AFANA=THL
FEMNFEMBHRR —HHE-

TEETEE

ABELERREMBRRIIRE LK
AEEGER -BRBEHAN ZFERE
EZERARAMBEREABT(ET])
RE MAMBSRHNBEAAERED
FAL e

ERMZEBTRRARAASEEE -
E-NFRA=ZTRLFEZFENH
BERARME T EXNEEERER
MEESHAMAGHEMANAREERZ
FREMB WS LR ([HKFRS)) 2 & T &
FIARERSN o
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EREEARAT
KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES

(Continued)

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

HKFRS 16 Leases
HK(FRIC) — Interpretation 23  Uncertainty over Income Tax
Treatments

Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates and
Joint Ventures

Annual Improvements to HKFRSs

2015-2017 Cycle

Amendments to HKAS 28

Amendments to HKFRSs

Application of new HKFRS and amendments to
HKFRSs

Except as described below, the application of the new HKFRS and
amendments to HKFRSs in the current period has had no material
impact on the Group’s financial performance and positions for the
current and prior periods and/or on the disclosures set out in these
condensed consolidated financial statements.

2.1 Impacts and changes in accounting
policies upon the application of HKFRS 16
— Leases

The Group has applied HKFRS 16 for the first time in the current
interim period. HKFRS 16 superseded HKAS 17 “Leases” (‘HKAS
17”), and the related interpretations.

2.1.1Key changes in accounting policies resulting
from the application of HKFRS 16
The Group applied the following accounting policies in
accordance with the transition provisions of HKFRS 16.

2019/20 INTERIM REPORT

EBEFE QS E B ZIBHKFRS 2 &
AIA M SEIIRAEEZ AG:tH
MERE®R - Hfh - U ETEARAER
BE

HKFRSZE 165  HE
EB(EBRIER MEHERZ T
ERrEZEE®) EMN
—REBFE23%R
BB ENE
1957 & E]
BB ERE
2858 K& 5T
HKFRS{& 7] X

FHEIERT - MR K

=
oV

REERARIREE
n EE’JEH\E%E
—E-t+FER
HKFRS £ [Z B

FE A # sTHKFRS | H {8 3T &

Br T S PTh & Hh A HARE R R ET
HKFRS R B8 sT A 2 S AR & B 75
HEMBAEER AR EAHMA
FBERBRERRAR, S FEBETES

72,

2.1 FEAHKFRSE 165 —H &
NEERETHREEE

AEBRAFTBHEBMERNER
HKFRS £ 165 - HKFRS 5 16 3% BL (£
HKASE 1757 # & | ([HKASZE 17
S)) RAARE R RE

2.1.1/& AHKFRS$£16% & 4
MWETBREREE
7N £ E R HEHKFRS 165 89
B E A T & ST BUE o



EREEARAT
KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHEXw

(Continued)

Application of new HKFRS and amendments to FE A ¥t sTHKFRS & & & 5] &

HKFRSs (Continued) (48)

2.1 Impacts and changes in accounting 2.1 EAHKFRS#1655—fH &
policies upon the application of HKFRS 16 NEENRSTHESEE
— Leases (Continued) (%)
2.1.1Key changes in accounting policies resulting 2.1.1F& AHKFRS %165 E &£

from the application of HKFRS 16 (Continued)
Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified on or after the date
of initial application, the Group assesses whether a
contract is or contains a lease based on the definition
under HKFRS 16 at inception or modification date. Such
contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

As a lessee
Allocation of consideration to components of a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price
of the non-lease components.

Short-term leases

The Group applies the short-term lease recognition
exemption to leases of premises and motor vehicles that
have a lease term of 12 months or less from the date of
initial application of HKFRS 16. Lease payments on short-
term leases are recognised as expense on a straight-line
basis over the lease term.

METTRRERED @
HEREE
WaHRBRREmMS TE
—BREEAZEGATENEE
ERAMERN AlzaHEMA
ExBgaHE-

R BEBXERBHK BT
YR ERMNAEHNME &
E 1R B HKFRS 16 5% 89 & £
RymsEh BHTHZE
HAREARMEERBEHE-
BRIEA DR IER R IGHHE
HIREE TABEAHE
NFEHFTS -

1ERAMEA
BRESEEALKS

REEHERD UK —EX
ZHEBINEHESREEERD
MEHNME AEEKALH
RESEZEMERD &
HEHERDWBEBILE
REFBEXRSWEBILE
1& o

MHAE

HRHEHABEREHR
HKFRS %165 B Hi # 712
BASAAMmERAER
E rEEERRHAHER
R HEHARENHEN
RAEHERAHANERE
e
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EREEARAT
KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHR @

10

(Continued)
Application of new HKFRS and amendments to FE A # sTHKFRS & H & 5T &
HKFRSs (Continued) ()
2.1 Impacts and changes in accounting 2.1 EFAHKFRS#1655—fH &
policies upon the application of HKFRS 16 NEERSTHESEE
— Leases (Continued) (#)
2.1.1Key changes in accounting policies resulting 2.1.1/E FHKFRS %1655 E &£
from the application of HKFRS 16 (Continued) WESTBRERE S (@)
As a lessee (Continued) TERARHEA ()
Right-of-use assets FREEE

Except for short-term leases, the Group recognises right-
of-use assets at the commencement date of the lease (i.e.
the date the underlying asset is available for use). Right-of-
use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

The cost of right-of-use asset includes:

o the amount of the initial measurement of the lease
liability;

° any lease payments made at or before the
commencement date, less any lease incentives
received;

o any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased assets
at the end of the lease term is depreciated from
commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.

2019/20 INTERIM REPORT
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2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHEXw

(Continued)

Application of new HKFRS and amendments to FE A # sTHKFRS & H 5 5] &
HKFRSs (Continued) (48)
2.1 Impacts and changes in accounting 2.1 EAHKFRS#1655—fH &
policies upon the application of HKFRS 16 NEENRSTHESEE
— Leases (Continued) (#80)
2.1.1Key changes in accounting policies resulting 2.1.1FE FFHKFRS %1655 & &£
from the application of HKFRS 16 (Continued) WETTBRERES @)
As a lessee (Continued) TERBEREA (&)
Right-of-use assets (Continued) EREEEGE)

The Group presents right-of-use assets as a separate line
item on the condensed consolidated statement of financial
position.

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS 9 “Financial Instruments” (“HKFRS 9”) and initially
measured at fair value. Differences between the nominal
amounts and fair values of the deposits at initial recognition
are considered as additional lease payments and included
in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date. In
calculating the present value of lease payments, the Group
uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease
is not readily determinable.

AEBEBRNBREE P BHMRR
FAKBERAREERIIRE
BIER -

ROEEEE

ENATRBASESTHRE
HKFRSZE 9 RT A (&
B ISR ELERFEIR]) AR
BEMFEARBEE - H
SHIBNARI L EEEE
ZEBEMELNARER A
BEHNE & R ET A E

HERE

REEMKAE AEEIR
Z B RN OHEE R R E R
AL EHERE - WHEE
BREmfxHBAEE  AIK
SEeEREERBBHN
BRERRAEAEEE MK
MIRME -
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EREEARAT
KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHR @

12

(Continued)
Application of new HKFRS and amendments to FE A # sTHKFRS & H & 5T &
HKFRSs (Continued) ()
2.1 Impacts and changes in accounting 2.1 FEAHKFRS %1655 —fH &
policies upon the application of HKFRS 16 NEERSTHESEE
— Leases (Continued) (#)
2.1.1Key changes in accounting policies resulting 2.1.1/E FHKFRS %1655 E &£
from the application of HKFRS 16 (Continued) WESTBRERE S (@)
As a lessee (Continued) TERBEREA ()
Lease liabilities (Continued) HEaEE)
The lease payments include: HENREE -

° fixed payments (including in-substance fixed
payments) less any lease incentives receivable;

° variable lease payments that depend on an index or
arate;

o amounts expected to be paid under residual value
guarantees;

° the exercise price of a purchase option reasonably
certain to be exercised by the Group; and

o payments of penalties for terminating a lease, if the
lease term reflects the Group exercising the option
to terminate.

Variable lease payments that reflect changes in market
rental rates are initially measured using the market rental
rates as at the commencement date. Variable lease
payments that do not depend on an index or a rate are not
included in the measurement of lease liabilities and right-
of-use assets, and are recognised as expense in the period
on which the event or condition that triggers the payment
occurs.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.

2019/20 INTERIM REPORT
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EREEARAT
KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES

(Continued)

Application of new HKFRS and amendments to
HKFRSs (Continued)

2.1 Impacts and changes in accounting
policies upon the application of HKFRS 16
— Leases (Continued)

2.1.1Key changes in accounting policies resulting
from the application of HKFRS 16 (Continued)
As a lessee (Continued)
Lease liabilities (Continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

° the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured
by discounting the revised lease payments using a
revised discount rate at the date of reassessment.

° the lease payments change due to changes in
market rental rates following a market rent review, in
which cases the related lease liability is remeasured
by discounting the revised lease payments using the
initial discount rate.

FE A # sTHKFRS 2 H 18 §T &

()

2.1 FEAHKFRSE 165 —#H &
NEERETHEED
(%)

2.1.1/ AHKFRS$£16% & 4
WETHREAREE @)
1EBRHNA ()
MEEEE)

HHBRATER AEEE
ENEEERE(THAR
EREEEFLARRER)

. HEHEREDRTEH
BB TR
fb UL RT - HE
T 2 1715 38 050 PR 3T
A5 B MR IS T AR R
RS RE R
EEE

e MEMNREETHHM
EHRERTSHESED
MR EE  EUER
T HEHEHEREER
158 P 70 4 BA 3R R BR IR K
& 7] M & 3w & #r At

==
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KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHR @

14

(Continued)
Application of new HKFRS and amendments to FE A # sTHKFRS & H & 5T &
HKFRSs (Continued) ()
2.1 Impacts and changes in accounting 2.1 FEAHKFRS %1655 —fH &
policies upon the application of HKFRS 16 NEERSTHESEE
— Leases (Continued) (#)
2.1.1Key changes in accounting policies resulting 2.1.1/E FHKFRS %1655 E &£
from the application of HKFRS 16 (Continued) WESTBRERE S (@)
As a lessee (Continued) TERARHEA ()
Lease modifications HEHEW

The Group accounts for a lease modification as a separate
lease if:

o the modification increases the scope of the lease by
adding the right to use one or more underlying
assets; and

o the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

Taxation

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

2019/20 INTERIM REPORT
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EREEARAT
KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHEXw

(Continued)

Application of new HKFRS and amendments to FE A ¥t sTHKFRS & & & 5] &

HKFRSs (Continued) (48)

2.1 Impacts and changes in accounting 2.1 FEAHKFRS %1655 —f &
policies upon the application of HKFRS 16 NEENRSTHESEE
— Leases (Continued) (%)
2.1.2Transition and summary of effects arising from 212 & X fE AFHKFRS %16

the initial application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4 “Determining
whether an Arrangement contains a Lease” and not apply
this standard to contracts that were not previously
identified as containing a lease. Therefore, the Group has
not reassessed contracts which already existed prior to the
date of initial application.

For contracts entered into or modified on or after 1 July
2019, the Group applies the definition of a lease in
accordance with the requirements set out in HKFRS 16 in
assessing whether a contract contains a lease.

EMETHBERELE
VR EME

HENTEZ
AEBEEEATERA
% 0 BL Y0 B FE FAHKAS #1757
LEB(BEYBERERES
Bg)-REFEARETLH
EEREHEIHRAARER
A #) e AHKFRS &£ 1658 »
WEEH LM KRFZRN ABRE
HEMEGLEAZER-
g AEEBTEEFHFER
BXEABHAIETEENS
4o

RR—ZTE—NhFLtA—A=K

BEILRERNELHM
CAEERTHENRS
BEHERKBIEHKFRS £ 16
SHEMEETEAEENT
gf%o

mF NS
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2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHR @

(Continued)

Application of new HKFRS and amendments to FE A ¥ sTHKFRS & & & 5] &

HKFRSs (Continued) ()

2.1 Impacts and changes in accounting 2.1 FEAHKFRS %1655 —fH &
policies upon the application of HKFRS 16 NEERSTHESEE
— Leases (Continued) (%)
2.1.2Transition and summary of effects arising from 21.2[H § X /E AHKFRS 16

16

the initial application of HKFRS 16 (Continued)

Definition of a lease (Continued)
As alessee

The Group has applied HKFRS 16 retrospectively with the
cumulative effect recognised at the date of initial
application, 1 July 2019. Any difference at the date of initial
application is recognised in the opening retained profits
and comparative information has not been restated.

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following
practical expedients to leases previously classified as
operating leases under HKAS 17, on lease-by-lease basis,
to the extent relevant to the respective lease contracts:

relied on the assessment of whether leases are
onerous by applying HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets” as an
alternative to impairment review;

i elected not to recognise right-of-use assets and
lease liabilities for leases with lease term ending
within 12 months of the date of the initial application;
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2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHEXw

(Continued)

Application of new HKFRS and amendments to FE A # sTHKFRS & H 5 5] &
HKFRSs (Continued) (48)

2.1 Impacts and changes in accounting 2.1 EAHKFRS#1655—fH &
policies upon the application of HKFRS 16 NEENRSTHESEE
— Leases (Continued) (%)

2.1.2Transition and summary of effects arising from 21.2H § X #E AHKFRS 2516

the initial application of HKFRS 16 (Continued)

Definition of a lease (Continued)
As a lessee (Continued)

ii. applied a single discount rate to a portfolio of leases
with a similar remaining terms for similar class of
underlying assets in similar economic environment.
Specifically, discount rate for certain leases of
premises and motor vehicles in Germany and United
Kingdom was determined on a portfolio basis; and

iv.  used hindsight based on facts and circumstances as
at date of initial application in determining the lease
term for the Group’s leases with extension and
termination options.

On transition, the Group has made the following
adjustments upon application of HKFRS 16:

The Group recognised lease liabilities of approximately
HK$5,129,000 and right-of-use assets of approximately
HK$4,959,000 at 1 July 2019.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group entities
at the date of initial application. The weighted average
lessee’s incremental borrowing rate of around 3% has
been applied.

SMETHBEERES
IR EBE @
HE/E & (&)
1ERAGEA ()

i. EHERALERSET:
BEEMEEMEASHFER
B-MATRE AEH
FOEBREEETY
(¥R RERSMEIIR X
IR EHEEET &

v. REXREXEAEADN
FERBAMEKREBE
EAEENLTHEMR
BREITHERNES
B AEE -

RBER  NEBERER
HKFRS & 1657 1& 1E H A T 38
O

AEERBR-_ZT—NFEA—
A R & & & 495,129,000
Booo R FRAEEED
4,959,00078 JT °

RERELADBER/KEENR
EMHENBEEAGBR A
SECEARERERAH
HERE K EE B IEEE KA
& o BT & R A H0#E T 19 & E
AEERERNELH3% -
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2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHR @

(Continued)
Application of new HKFRS and amendments to FE A # sTHKFRS & H & 5T &
HKFRSs (Continued) ()
2.1 Impacts and changes in accounting 2.1 EFAHKFRS#1655—fH &
policies upon the application of HKFRS 16 NEERSTHESEE
— Leases (Continued) (%)
2.1.2Transition and summary of effects arising from 21.2[H § X /E AHKFRS 16
the initial application of HKFRS 16 (Continued) SMETHBERELE
VEEHE (#)
Definition of a lease (Continued) HEREZ (1)
As a lessee (Continued) EBEMA (8)
At 1 July 2019
R=ZZ—I%F
+tA—8
HK$°000
FHExT
Operating lease commitments disclosed RZE—NFAA=ZTHEEED
as at 30 June 2019 1T B R 6,207
Lease liabilities discounted at relevant HEABLKEEEEEBRFRENT
incremental borrowing rates 2] 5,910
Less: Recognition exemption — short-term leases B ERRE - RHBEE (781)
Lease liabilities as at 1 July 2019 RZE-NAF+A-BEWHEERE 5,129
Analysed as ST -
Current mE 2,650
Non-current ER B 2,479
5,129
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2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHEXw

(Continued)
Application of new HKFRS and amendments to FE A ¥t sTHKFRS & & & 5] &
HKFRSs (Continued) (48)
2.1 Impacts and changes in accounting 2.1 FEAHKFRS %1655 —f &
policies upon the application of HKFRS 16 NEENRSTHESEE
— Leases (Continued) (%)
2.1.2Transition and summary of effects arising from 2.1.2[H § )X /E AHKFRS 16
the initial application of HKFRS 16 (Continued) TMETHNBERESE
VEEME (|
Definition of a lease (Continued) HEEZE (1)
As a lessee (Continued) ERAMA (8)
The carrying amount of right-of-use assets as at 1 July - FE+tA—H®WEHR
2019 comprises the following: HEEERmMENMT :

Right-of-use assets

FRAEEE
HK$°000
FET

Right-of-use assets relating to operating leases & FI HKFRS 25 16 5% f #E 32
recognised upon the application of HKFRS 16 WESESHESHNFEREEZRE 4,959

By class: BRI

Land and buildings T REF 1,221
Motor vehicles A E 3,738
4,959
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2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHR @

(Continued)

Application of new HKFRS and amendments to FE A # sTHKFRS & H & 5T &

HKFRSs (Continued) ()

2.2 Significant changes in significant 22 EXRHENETESH R
judgements and key sources of estimation SFTHBREZNEERIR
uncertainty
The Group applies reasonable judgement to determine the lease HRNABRABEBERAENEE K
term for lease contracts in which it is a lessee that include SEEAABHUUNETHES
renewal option. The assessment of whether the Group is AN ER - AEBELAERE
reasonably certain to exercise such options impacts the lease EIFEZESEEENTHTYER
term, which significantly affects the amount of lease liabilities and HiEZ  co2WomRANEEa R
right-of-use assets recognised. LERAEEENESREELESTRY

% o
The following adjustments were made to the amounts recognised RZE—NFLtA—BEHHEEE
in the condensed consolidated statement of financial position at MR RP EZNSEDEL
1 July 2019. Items that were not affected by the changes have ATFHE - RS EEENTENIE
not been included. B e EENR -
Carrying amounts Carrying amounts
previously reported under HKFRS 16 at
at 30 June 2019 Adjustments 1 July 2019
AR R-ZE-h&
—E-hE tA—HB#
AA=THER HKFRS 5816 %%
WEREE A FEMREE
HK$'000 HK$'000 HK$'000
TET FAL TET
Non-current Assets kRBEE
Right-of-use assets EREEE - 4,959 4,959
Current Liabilities RBARE
Lease liabilities HeEak - 2,650 2,650
Non-current liabilities kRBEE
Lease liabilities HEBE - 2,479 2,479
Note: For the purpose of reporting cash flows from operating activities under Wi : MERBE-_T-NAE+_A=+
indirect method for the six months ended 31 December 2019, —BIEANEARBEATENLEE
movements in working capital have been computed based on opening ERBERDEAMS  CEESH
statement of financial position as at 1 July 2019 as disclosed above. BEIIERBEIXAEER_-_Z—H
FEA—BMBNHBERRE
o
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3. REVENUE AND SEGMENT 3. ko HEEH
INFORMATION
(a) Revenue (a) W=
Revenue represents the amounts received and receivable for U 25 45 B BA BR R 7K 2 B B A A R
goods sold and services provided by the Group to external BELEERMEERE 2B W
customers during the Period. K pE M RIA o
The revenue of the Group comprises the following: REFBZIKNFZBE T KA :
2019 2018
—E-hF —E-N\F
HK$°000 HK$'000
FERT FHET
Revenue from contracts with EHKFRS 5 15 5%%

customers within the scope of HKFRS 15 HEANZEFAHKZE

Technology — Sale of systems including B — ZGHEE (RIEEHGE

software licensing FFE) 50,646 47,419
Technology — Rendering of installation By — R BT R EERE
and maintenance services 15,850 18,662
Technology — System sales including B — ZEHEE (Bt

software licensing and FRETRE R RS
maintenance services 66,496 61,081
Technology — Leasing of system products ~ #l¥ — 1B & R4 & @ 10,948 11,274
77,444 72,355
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3. REVENUE AND SEGMENT 3. WERITEERm
INFORMATION (Continued)
(b) Segment information (b) EEHR
Information regarding the Group’s reportable segments for the BEEAEBERERNUEERDE
purpose of resource allocation and performance assessment for FERFHE AP BEEN2®RN
the Period is reported below: T
Technology
B
System sales
including
Sales of software Leasing of
cultural licensing and system
products services products Consolidated
ARHE
SHEX L (BEEH® HER#SE
Em HHERR®) Em RE
HK$’000 HK$’000 HK$’000 HK$’000
FHET FERT FERT FHET
Six months ended BE-Z—h&F
31 December 2019 +=ZA=+—8H1L
(Unaudited) AMEA (RRER)
REVENUE U 28

External and total revenue ¥ 51§56 % 48 U 25
Recognised at a point in RE—FEE®ER

time — 50,646 — 50,646

Recognised over time e BF Sl HE 3R — 15,850 10,948 26,798

— 66,496 10,948 77,444

RESULTS E

Segment result SRS (892 9,152 1,844 10,604

Interest income T B2 A 1,232
Finance costs B 755 B AR (341)
Unallocated expenses, net RO H — %58 (5,175)

Profit before taxation B i AE F 6,320
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3. REVENUE AND SEGMENT 3. WERksEERmw
IN FORMATION (Continued)
(b) Segment information (Continued) (b) 2EER @
Technology
B
System sales
including
Sales of software Leasing of
cultural licensing and system
products services products  Consolidated
R E
fHE b (BIEE HE R
Em FHHERERS) Em Fa
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAT FAET FET
Six months ended BE-Z—-N\&
31 December 2018 +=ZA=+—8B1L
(Unaudited) AMEA (REER)
REVENUE I =
External and total revenue %1 oM 5 & & 48 Uk z5
Recognised at a point RE R ER
in time — 47,419 — 47,419
Recognised over time W B M 3R — 13,662 11,274 24,936
— 61,081 11,274 72,355
RESULTS ES
Segment result DEER (490) 4,173 810 4,493
Interest income FEWA 57
Gain on disposal of HEMBAR Z W=
subsidiaries 89
Unallocated expenses, net KD B Sz — /F 58 (445)
Profit before taxation R %4 Al S5 ) 4,194
No information about segment assets and liabilities is presented BARZEERTREEHAETE
as such information is not regularly provided to the chief KERFENETERDE LG
operating decision maker for resource allocation and B MU EZINEESEEE
performance assessment purposes. kaEzE&R-
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4. DEPRECIATION 4. E

Six months ended 31 December
BZEZ+-A=+—HLAXEA

2019 2018
—E-hEF —E-N\E
HK$°000 HK$'000
FHET FHET
(Unaudited) (Unaudited)

(REER) CRE&E&ER)

Included in general and administrative expenses: s+ A —M NMITHRZHA -

Depreciation of property, plant and equipment mME - -BEREB2ITE 3,806 4,002
Depreciation of right-of-use assets FREESEZITE 1,412 —
5,218 4,002

5. INCOME TAX EXPENSE 5. FEBiX W

Six months ended 31 December
BEZ+=-A=+—HIA<EA

2019 2018
—EB-NF —E-N\F
HK$’000 HK$’000
FTET FHET
(Unaudited) (Unaudited)

(REER) CRE&E&EZ)

Current tax expense: BNEARI T & Y -

— Germany corporate income tax — R EMSH 187 346
Pursuant to the rules and regulations of Germany, the Group is subject BREE 2 ERERBRO - REEERR
to corporate income tax at 15% (2018: 15%) on the estimated EEETER INB AR ZAATERE
assessable profit of the subsidiary which carried on business in i MIE15% (ZF — J\F 1 15%) 2 B X
Germany. MRS -

United Kingdom (“UK”) corporate income tax is calculated at 19% (2018: EEMEMEN M DRBERD R

19%) on the estimated assessable profit derived from UK. MIE19% (ZF — N F : 19%) 2 Bl =&t
“ .

Hong Kong Profits Tax is calculated at 16.5% (2018: 16.5%) on the BAFNERODERBSZ M ERB G

estimated assessable profits derived from Hong Kong. There was no FHZ16.5% (ZF — \F : 16.5%) 2 Hi &%

estimated assessable profit for Hong Kong Profits Tax purpose for the FE - BHEZZ-AFERZZE—NF+

six months ended 31 December 2019 and 2018. ZR=+BIERER BERBENGE

Tt 5T P& SR B A
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6. EARNINGS PER SHARE 6. IRER
The calculation of basic earnings per share attributable to the owners of RARBEEANELEZERERBR IR
the Company is based on the following data: BTHERE

Six months ended 31 December

BZEZ+=-A=+t—HILAXEA

2019 2018
—E-nE  —TNF
HK$’000 HK$'000
FERT FHET
(Unaudited) (Unaudited)

(REER) (REERZ)

Profit for the period attributable to owners of NATEE ABEARBEZT

the Company 6,133 3,848
Number of ordinary shares ZEREH ’000 ’000
FA& Fh
Weighted average number of ordinary shares for FLet E R EREF] 2
the purpose of basic earnings per share T AR N RE S Y 197,308 197,308
Diluted earnings per share for the six months ended 31 December REE-_Z-—NF+A=+—H8BEKZ
2019 and 31 December 2018 were the same as the basic earnings per E-NF+-_ABA=+—BULt~NEARZE
share as there were no potential ordinary shares outstanding during EHEREFNEEREARFNMER R
both periods. RRZEHETEBETD HTEBR
7. DIVIDENDS 7. RE
The Board of directors has resolved not to pay any interim dividend for EEERETERBREE_Z—NE+=
the six months ended 31 December 2019 (2018: nil). A=+—BLEARBAZFHEE(ZZE
—\F ).
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8. PROPERTY, PLANT AND EQUIPMENT/ 8. W% -BER®%E &

26

RIGHT-OF-USE ASSETS HAEEE
(a) Property, Plant and Equipment (@ ME BELKRE
Amount
-]
HK$'000
FHT
Carrying value at 1 July 2019 (Audited) RZTE—NFEtA—BZHRAAEER) 28,666
Currency realignment PE 78 & 1,051
Additions NE 3,868
Depreciation e (3,806)
Carrying value at 31 December 2019 (Unaudited) R=—Z—hFE+=-HF=+—HBZKEE
(RBEK) 29,779

(b)

As at 31 December 2019, property, plant and equipment of the
Group with carrying amounts of HK$10,947,000 (30 June 2019:
HK$10,590,000) were pledged as collaterals for the defined
benefit retirement scheme of certain subsidiaries operated in UK.

Right-of-use assets

As discussed in note 2, the Group has initially applied HKFRS 16
using the modified retrospective method and adjusted the
opening balances at 1 July 2019 to recognise the right-of-use
assets relating to leases which were previously classified as
operating leases under HKAS 17. Further details on the net book
value of the Group’s right-of-use assets by class of underlying
asset are set out in note 2.

During the six months ended 31 December 2019, the Group
entered into a number of lease agreements and therefore
recognised the additions to right-of-use assets of $845,000.
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9. INVENTORIES 9. B8

As at As at
31 December 30 June
2019 2019

R=—ZB-NE WHZZTE—IEF
+=ZA=+—8H NA=1H

HK$’000 HK$’000
TR F&T
(Unaudited) (Audited)
(REEZ) (EEZ)
Raw materials R 7,392 7,117
Work in progress ER M 5,322 6,352
Finished goods (notes) BUAK G (P RE) 8,811 10,758
21,525 24,227

Notes: Bt 5 -
(i) There were included cultural products, including precious stones and antiques, (i) U BPEXILER(BEEEEALE
of HK$4,187,000 (30 June 2019: HK$4,187,000), which were held for trading fir§2) 4,187,000 L (ZE— L FE A=+
and resale in the ordinary course of business. H:4,187,0008 L) R A B ¥ B BR P

EEEREERE -

(ii) As at 31 December 2019 and 30 June 2019, all cultural products of the Group (ii) R-ZE—hFE+-_A=+—HBE=-ZT—H
were stored in a secured warehouse run by a worldwide — renowned security FRAZTH AEEZHAXELERE
solution company, which is an independent third party to the Group. FR-EEtARADENLTRA R HRRE

N ZERRBRAEEBIE=TT
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10. TRADE AND OTHER RECEIVABLES 10. EIRE S R EHMERR

As at As at
31 December 30 June
2019 2019

R=-ZB-NE RZZT—IHF
+=ZBA=+—8H NA=1+H

HK$’000 HK$’000
FE R FAT
(Unaudited) (Audited)
(REEZ) (EEZ)

Trade receivables (note (i) JE U 5 BR 3k (B 5 G) 22,545 22,889

Other receivables (note (ii)) JRE UKL i, B 3R (BT & (i) 20,195 9,099

Less: provision for impairment loss (note (iii)) R (B S 1B A (P R (i) (5,593) (5,808)

14,602 3,291
37,147 26,180

Notes: B 5 -

0] The Group maintains a well-defined credit policy regarding its trade customers 0] AEBEREESREFRPETHEZEER
depending on their credit worthiness, nature of services and products, industry K-BBEBERSZZEA BRBERERZME
practice and condition of the market with credit periods ranging from 30 days B TRBRBRTISELmMGE TEPN T
to 180 days. 30BE180B 2z EH -

The ageing analysis of trade receivables presented based on the dates of the EWESEFRNEBESATARBIEESEAR
invoices as at the end of the Period is as follows: HZEREDT2H 0T

As at As at

31 December 2019 30 June 2019

R=ZZT—h#&F R-_TE—NF

+=ZB=+-—8H NA=+H8

HK$’000 HK$'000

FET FHT

(Unaudited) (Audited)

(REEER) (fe &%)

0-60 days 0-60H 21,935 18,811

61-90 days 61-90 H 348 3,453

91-180 days 91-180 H 262 625

22,545 22,889
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10. TRADE AND OTHER RECEIVABLES

11

10. EWRE 5 & H b BR &K )

(Continued)
Notes: (Continued) B eE ()
(i) The other receivables are unsecured, non-interest bearing and refundable, and (ii) FEWE MR EER - T ERARE
are expected to be realised in the next twelve months from the end of the WHBAREIEREEZE T —EARNKIE -
Period.
(iii) The movement in the provision for impairment loss of other receivables during (iil) ElIEEHANEREMERREBEREEST
the Period is as follows: O
Amount
k2 0]
HK$’000
FET
At 1 July 2019 (Audited) RZZ—NF+A—BEHER 5,808
Currency realignment & H A% (215)
At 31 December 2019 (Unaudited) RZB-NF+-ZA=+—-BCGREER) 5,693

TRADE AND OTHER PAYABLES

MESESREMER

As at As at
31 December 30 June
2019 2019
R-ZZB-E RZZT—IF
+=-—A=+—H NA=1+H
HK$’000 HK$’000
FHET FET
(Unaudited) (Audited)
(REEZ) (fEEZ)
Trade payables ERE SRR 992 3,954
Other payables (note (i) FE A5 L 0 BR SR (B () 45,089 35,595
46,081 39,549
The credit period for purchases of goods ranged from 30 days to 60 BEER2EEHNFI0HBEG0H -

days.
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11. TRADE AND OTHER PAYABLES (continuedq)

The ageing analysis of trade payables presented based on the dates of
the invoices as at the end of the Period is as follows:

EREEARAT
KANTONE HOLDINGS LIMITED

MERESREMEIRR @

RNESERAEESE:ESRIEEE
RSz ERAT25mT -

As at As at

31 December 30 June

2019 2019

RZB-RAEFE RKRZIZE-IF

+=-ZA=+-8 ANA=1H

HK$’000 HK$'000

FER FHET

(Unaudited) (Audited)

(REER) (frER)

0-60 days 0-60H 992 3,954
Note: B & -

[0} Other payables mainly represent accruals for daily operating expenses.

12. CONTRACT LIABILITIES

30

() BRNEMERERE AR REEM XA
ZR -

12. 68086

As at As at
31 December 30 June
2019 2019
R-ZZB-AE RZZE—HIF
+=—B=+—H NA=T+H
HK$’000 HK$'000
FERT FHET
(Unaudited) (Audited)
(REER) (&%)
Receipts in advance from customers IR RE 2 B E P RIE
for provision of services 9,314 21,587

The amount of billings in advance of performance is expected to be
recognised as revenue in the next twelve months from the end of the
Period.

As at 31 December 2019, the aggregate amount of the transaction
value allocated to the remaining performance obligations under the
Group’s existing contracts is HK$39,571,000 (30 June 2019:
HK$23,458,000). This amount would be recognised as revenue when
the relevant services are provided by the Group over the life of the
contract to the customers, which is expected to occur over the next
three years.
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13. AMOUNT DUE TO A DIRECTOR/

14

AMOUNT DUE TO ULTIMATE HOLDING
COMPANY

(@  The amount due to a director of the Company is unsecured, non-
interest bearing, has no fixed term of repayment and is repayable
on demand.

(b)  The amount due to ultimate holding company is unsecured,
interest-free bearing, had no fixed term of repayment and was

1. BN —REBNRE
BA&AERLQT

@ EBNARBA-—REFFELER
TS BEEEEEHRNIA

() MR &AERDRRIAREER .
TatE BEEERPRARER

repayable on demand. B8 o
OPERATING LEASE ARRANGEMENTS 14. &&#HE % H
The Group as lessor AEBEAEHAA
At the end of the Period, the Group contracted with lessees in respect PEEETER  NEBRHERAWER
of leasing of premises and certain equipment which formed part of the ETERE H#MERBEAK —IH2
plant and machinery and communications networks. The due dates are HEEBEPIIVAL - BEAEWMT -
classified as follows:
As at 31 December 2019 As at 30 June 2019
R-ZE-AE+=A=+-—H R-ZE—-hFEA=1H
Plant and Plant and
machinery and machinery and
Land and communications Land and communications
buildings networks buildings networks
HWE - #ER ME - e Kk
T REF BEMAg LTHRESF BEHES
HK$’000 HK$’000 HK$'000 HK$’000
FER FERT FAT FHET
(Unaudited) (Unaudited) (Audited) (Audited)
(REEER) (REER) (&%) (EEZ)
Within one year —FR 140 5,854 140 11,355
From the second to fifth year, F_FEZERFRA
inclusive (RIEEREMSF) 48 4,871 118 9,890
188 10,725 258 21,245

As at 31 December 2019, the Group had service and equipment rental
contract with customers amounting to HK$45,211,000 (30 June 2019:
HK$44,703,000). As at 31 December 2019, the future income to be
generated from these contracts with an aggregate amount of
HK$33,906,000 (30 June 2019: HK$33,486,000) was pledged as
collaterals for the defined benefit retirement scheme of certain
subsidiaries operated in UK.

WZZE-AFE+-_A=+—8 A&H
HEFPIVANREEREBHESANE
452110008 L (Z T — A E XA =+
H : 44,703,000 L) c R=ZZT — NF +
ZA=+—H ZEAOBTELENR
UL A 42 %8 33,906,000/ T (=T — L 5F
7N A=+ H 33,486,000/ ) & B 4 1
ARARLEBENETHERRNETE®E
FBRIKET B A KRR o
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14. OPERATING LEASE ARRANGEMENTS 14. 8% & % H &

(Continued)
The Group as lessee AEBERAEEAA
At the end of the Period, the Group had future minimum lease PREEH AR KREERHERAYER
payments payable under non-cancellable operating leases in respect of AEZAAFHE&EHREE T ERIE
rented premises and motor vehicles which would fall due as follows: EREERBEBZHBBERLOT
As at 31 December 2019 As at 30 June 2019
R—ZT-AE+=-A=+-—H RZZE—NF~A=1H
Land and Motor Land and Motor
buildings vehicles buildings vehicles
T REF HE T RET aE
HK$’000 HK$’000 HK$’000 HK$’000
FET FER FAT FHET
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REER) (&%) (EEZ)
Operating leases which will expire: 7 T %I| £ B i i
ZEEHE
Within one year —FR 31 452 986 2,596
From the second to fifth year, E_FEZERF
inclusive (BEERME) - - 436 2,189
31 452 1,422 4,785
Leases are negotiated for terms of one to five years and rentals are REHBZHEFENTF—FERE -
fixed for terms of one to five years. MBS NIR—FE2hAFE7EHHET -
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15. RELATED PARTY TRANSACTIONS 15.EALTRS
Key management personnel remuneration FEEE ABS M
Key management personnel are those persons holding positions with TEEBABAETEE N EENBEE
authority and responsibility for planning, directing and controlling the BEAEBREREE 5B REE 28
activities of the Group, directly or indirectly, including the directors of MZAT BEARGEF - TEZEHE
the Company. Key management personnel remuneration is as follows: ANEBFHBMT :

Six months ended 31 December
BE+-A=+—HAL1LAKMEA

2019 2018
—E-AF —E-)N\#F
HK$’000 HK$'000
FHBT TET
(Unaudited) (Unaudited)

(REEK) CREER)

Salaries and other benefits e RHEAEF 2,841 3,238

Performance related incentive payments BIERREHR 2 RS 1,838 1,201

Retirement benefit scheme contributions R ARTE T FT SR 324 332
5,003 4,771

16. COMPARATIVE FIGURES 16. L B F

Certain comparative figures have been adjusted to conform to current ETHBEHFETFAR  URFEAEE

year’s presentation and to provide comparative amounts in respect of ZEVWNAR UM _E—NFAEEZ

items disclosed in 2018. HHRHEBRSE -
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INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the six months
ended 31 December 2019 (2018: nil).

MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Results

Revenue

The Group reported a total revenue for the six months ended 31 December
2019 of approximately HK$77.4 milion as compared with approximately
HK$72.4 million for the Previous Period, representing an increase of
approximately 6.9 percent. This was mainly due to the changes in the product
mix during the Period.

Profit Attributable to Owners of the Company

Profit for the six months ended 31 December 2019 was approximately HK$6
million as compared with profit of approximately HK$4 million for the Previous
Period. The increase in profit for the Period was mainly due to increase in
revenue. Earnings per share was HK$0.03 as compared with earnings per
share of HK$0.02 for the Previous Period.

Distribution Costs

The Group’s distribution costs for the six months ended 31 December 2019
were mainly attributed to our principal subsidiary in United Kingdom —
Multitone Electronics PLC (“Multitone”), which recorded distribution costs for
the six months ended 31 December 2019 of approximately HK$14.4 million
compared with approximately HK$14.6 milion for the Previous Period,
representing of a slight decrease about 1.4 percent.

General and Administrative Expenses

General and administrative expenses for the six months ended 31 December
2019 decreased by approximately 0.4 percent to approximately HK$22.4
million (2018: approximately HK$22.5 million).

34 2019/20 INTERIM REPORT

B R S

EFERETREARERE-S NG+
“ASt-BEAEAZFHRE(ZE N
T )

BEESN®E DN
R E L
I 2

AEEREBEE-_T—NF+A=+—81
7~ A 815 U = 49 577,400,000 7T - B &
A Bf 49 72,400,000 JT © 18 h1496.9% =
THALCBHNERBESEEHMK -

RATEEB AEEEF
BHE-_Z—-—HhE+-_A=+—BLA~HEA
sa 7 496,000,000 7T+ 1 & F R H % 7l 89 5
4,000,000/ 7T o & A G N E 2 B R E B A
W IFT B - SR A F B0.03HE T M EF
B BA A B & AR & 7 0.027 7T °

HE-_ZT—AF+-_A=+—HLX@EA"
AEBEBZHOHEKRATEEFGHERFZM
J& ‘A ®] Multitone Electronics PLC ([ Multitone ])
ER#Ez-_2—hGF+A=+—H1A~HE
B 818 5 88 A AR 914,400,000 7T * A F R
HR#) 14,600,000 7T 8 HURK 2 491.4% ©

—BRITHEH
HE-_Z-AE+_A=+—8BI~@EA"
— R AT S HR A £90.4% F 4922,400,00078
TT(ZF— )\ 1 922,500,000/ 7T) °



EREEARAT
KANTONE HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Review of Operations

During the Period, 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 competitiveness of our products and solutions, the
Group has continued to focus on optimizing its development resources to
provide customers with specific critical messaging and smart cities solutions.

System Products

The progress of our plan to develop a new business model with our holding
company — Champion Technology Holdings Limited for our potential
customers in mainland China and Hong Kong market went well, and new
system solution product for our target customers, such as loT integration will
be our development focus. For details, please refer to the “OUTLOOK”
section.

Cultural Products

Cultural products, including precious stones and artifacts, valued at
HK$4,187,000 (as at 30 June 2019: HK$4,187,000) which have been held
for trading and resale in the ordinary course of business included in the
inventories of the Group as at 31 December 2019.

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.

N

EEBEENWED T@w

EBOE

REBEHEAR AEBEBRMNTENERB
A ERBAREBRTAREAAEHRER
EEE -

REFEMRBRARNBEF N A5E#
BEIBLERBER AEPRHERA
AREBWMBRT R -

ERBRMAE
HEMOZERABD-CENREEBR QA
ETRBERNMEETS  RMASERENN
EFBEREMNEHRN BRENEHER
IER HATEHHEREFHAEFNE R
BASTRERPIMYBEER)  #RABR
MBEREHN -BRAFE F2HIREI-&-

XALE M

B -NFE+_A=1+—B FALXEH
FEFREXLER(IREEORERR)
B1E /54,187,000 T (R ZE—hLFA=T
H:4187,00087T)  BIEABEESHEBKH
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FRXLERA £1434 0 BERE—HEE
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Outlook

As stated in the annual report 2019, the Group planned to develop and
achieve sustainable growth of its core businesses — trading of cultural
products and to expand the markets and customer base for our UK
Subsidiary Multitone into Mainland China, Hong Kong and Southeast Asia.
With the achievement made during the period under review, the management
considered that the strategies adopted have been fruitful in achieving this aim.

The epidemic outbreak of COVID-19, a deadly disease, has cast a confronting
shadow over the growth prospects for China, the world’s second largest
economy, raising fears about the global outlook if the mysterious coronavirus
continues to spread or worsen.

In Hong Kong, both the financial and property markets have been expected
to continue their fall in concomitant with the weakening economy in China, as
investors are pessimistic about the adverse economic impact brought about
by the coronavirus.

Hong Kong was already in a recession before the latest viral outbreak, its
economy has been hit by months of violent anti-government protests
triggered by anger at a now-withdrawn extradition bill. Many people have
considered that such social unrest would be long lasting and therefore would
be more damaging to Hong Kong than this coronavirus. For this reason,
whether the local people have money to spend or not, their sentiment on
consumption has been greatly hampered. We have seen the fact that much
fewer mainlanders are willing to come and spend their money in Hong Kong,
once a shopping heaven in Asia.

In view of Hong Kong’s ailing economy for the months ahead, management
would be cautious in implementing its business plan and would continue to
trim the Company’s various operating costs.

The UK formally left the European Union (“EU”) on 31 January 2020, but there
is still a lot to talk about and months of negotiation to come. Both sides still
need to decide what their future relationship will look like.

However, we believe that the impact of Brexit on Multitone in terms of tax,
production and export would be insignificant since we are able to make use
of our factory in Malaysia to fulfil most of the export orders to EU and other
countries.

On the other hand, free of EU restrictions, we believe that a Brexit Britain
could secure greater access to the Asian markets, which creates
opportunities for businesses that export goods abroad. This is in line with the
management’s plan to penetrate into the China market.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Outlook (Continued)

Despite Brexit and the outbreak of the COVID-19, Multitone’s targeted
markets have been stable until now. Global financial markets have now seen
some of the sharpest falls in years after a rise in COVID-19 cases and the
large outbreak in ltaly renewed fears about economic slowdown. Whilst we
are monitoring for any impact on our supply chain due to the COVID-19
outbreak and the subsequent shutdown in some areas of Chinese
manufacturing, Multitone has not yet identified any problems.

Technology Business — System Products

As stated in our section “Review of Operation” and our annual report 2019,
our focus is to work with our holding company on developing new system
integrated solution for our target customers, such as loT integration and
object recognition. At this stage, we have tailor-made a number of products
for our targeted markets. Management has been working closely with some
major customers while local research and development team of our holding
company has been working in collaboration with Multitone’s technicians and
programmers hoping to launch such products before the end of this fiscal
year.

Cultural Industry

As stated in the annual report 2019, the cultural industry has always been
much valued by the Group, and it is an important cornerstone of the
Company’s business. After in-depth study of the market, the management
has secured and will continue to look for some reputable artist to join the
Group to sell their artworks through our business networks and platform. As
of the date of this report, our holding company has signed up two artists
under cooperative agreements for selling their artworks through our platform.
Management will continue to put more effort to expand into the cultural
product market and regain the Company’s reputation in this field.
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MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Liquidity and Financial Resources

Financial Position and Gearing
The Group’s financial position remained positive with a reasonable gearing.

As at 31 December 2019, the Group had approximately HK$80 million (30
June 2019: approximately HK$83 million) liquid assets made up of cash and
cash equivalents. Current assets were approximately HK$138 million (30 June
2019: approximately HK$134 million) and current liabilities amounted to
approximately HK$70 million (30 June 2019: approximately HK$70 million).
With net current assets of approximately HK$68 milion (30 June 2019:
approximately HK$64 million), the Group maintained a healthy level of financial
liquidity. As at 31 December 2019, the Group had no borrowing (80 June
2019: no borrowing) and a zero gearing ratio (30 June 2019: zero gearing
ratio). The Group had incurred finance cost of approximately HK$341,000 for
the Period (31 December 2018: nil).

Treasury Policy

The Group is committed to manage its financial resources prudently and
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 period 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 exposure to material
foreign exchange risk is anticipated, appropriate hedging instruments will be
used.

Capital Commitments

As at 31 December 2019, the Group did not have any capital commitments
authorised but not contracted for (30 June 2019: nil).
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EREEARAT
KANTONE HOLDINGS LIMITED

MANAGEMENT DISCUSSION AND
ANALYS'S (Continued)

Liquidity and Financial Resources (Continued)

Charges

Certain property, plant and equipment of the Group with the aggregate
carrying amounts of approximately HK$11 million (30 June 2019:
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 31 December 2019.

Contingent Liabilities
The Group had no material contingent liabilities as at 31 December 2019 (30
June 2019: 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 other significant investments held, no material acquisitions or
disposals of subsidiaries, associates and joint ventures during the six months
ended 31 December 2019.

Human Resources and Remuneration Policy

As at 31 December 2019, the Group employed about 180 staff around the
globe. Staff costs of the Group amounted to approximately HK$11 million for
the six months ended 31 December 2019 (31 December 2018: approximately
HK$9.5 million). Remuneration and promotion are determined by senior
management with reference to the needs of the Group’s business and market
terms and the performance, qualifications and experience of the individual
employee. Remuneration includes monthly salaries, performance-linked
bonuses, retirement benefits schemes and other benefits such as medical
scheme.
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OTHER INFORMATION

Directors’ and Chief Executive’s Interests and Short
Positions in Securities

As at 31 December 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 of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance 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”) set out in Appendix 10 to the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) were as follows:

Interests in shares of associated corporation

\

L & Y
gi%ﬁﬁkéZ%%Eé
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ol

e
[

E-NF+TA=+—H BREEHFR
HIE GO (TES BB RD)) F362{F R E A
TREZELMLE  IRBBIMES L
mARAT ETRAND I ETETAES
ETRHFRXZWREST A (MFEEST A A
RALBMZARTEHZBM KRRES
REZTHRABEARR R S EEMARXE
(EBERBHLHPEGRMEXVE) 2k 4
RN AESTREREZESELRBRT

RAAESEB R 2 =S

Approximate
percentage*

of the issued

share capital of

the relevant

associated
Name of associated corporation Name of director ~ Capacity Number of shares corporation
1 EBREBEE
BBITREZ
EBEE A EEHA 54 R EE REAO EE 2=
Champion Technology Holdings Limited Mr. Ip Clayton Beneficial owner 6,000,000 (L) (note 1) 0.88%
BEMRIEEGFR QA BRI 5 4 EHmEA A (BE1)
Note: B3
1. The letter “L” denotes the Director’s long position in the shares of the relevant 1. FRLEREBHABEEERNPESZTFA
associated corporation.
* The percentage represents the number of shares involved divided by the number of * BAOLLERSREZRNMEBEGRUR - —LE+

the issued shares of the relevant associated corporation as at 31 December 2019.
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OTHER INFORMATION (continued)

Directors’ and Chief Executive’s Interests and Short
Positions in Securities (Continued)

Save as disclosed above, as at 31 December 2019, none of the Directors or
chief executive of the Company had any interest or short position in the
shares, underlying shares or debentures of the Company or any of its
associated corporations (as defined in Part XV of the SFO), as at 31
December 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.

Share Options and Directors’ Rights to Acquire
Shares or Debentures

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

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

No options have been granted, exercised or cancelled by the Company or
Champion under the share option schemes of the Company and Champion
since their adoption.
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OTHER INFORMATION (continued) HiER @

Substantial Shareholders FTERR

As at 31 December 2019, so far as is known to the Directors, the folowing R—-—Z—hE+—-_B=+—H BB FHE
corporations or persons (other than the Directors or chief executive of the RIEZE A NI EEMFIBIERETETREFEL
Company disclosed in the paragraph headed “Directors’ and chief executive’s  Z 2 M4t - THEBR KA L (EX[EER T
interests and short positions in securities” above) had interests or short BT AEB ZBA5HEZNARE ] —BIFE -
positions in the shares and underlying shares of the Company as recorded in =~ K AT EEZHF EZTH A BB IN) RARRQ TR
the register required to be kept by the Company under Section 336 of the ) RIBER M TH A AR -

SFO:
Approximate
percentage*
of the issued
Name Capacity Number of shares share capital
HERITRA
=E 56 R EE Z B b =
Champion Technology Holdings Limited (“Champion”) Beneficial owner 128,137,958 (L) 64.94%
BEMKEEARAA(EE] EmBEA A
Guangdong Finance Limited (Note 1) Person having a security interest 128,137,958 (L) 64.94%
in shares
BREEAR LA (M) RROPHEEESFER AL
Easy Fame Investment (HK) Limited (Note 1) Interest of controlled corporation 128,137,958 (L) 64.94%
B & (BB)GR A A (1) EEGEEER
Lin Ho Man (Note 1) Interest of controlled corporation 128,137,958 (L) 64.94%
EER (M) REDEEE R
Note: The letter “L” denotes the shareholder’s long position in the shares of the Company. e FELRTARBBRDFRRZTE ©

* The percentage represents the number of shares of the Company involved divided by~ * BOLEMSRZARRBRDEEBRUANR=ZZ—
the number of the Company’s issued shares as at 31 December 2019. NF+ZA=+—BAQADEITRMHEE -

1. 128,137,958 shares of the Company, representing approximately 64.94% of the 1. RESERAEREEERABGI L ZBE RS

issued share capital of the Company, owned by Champion were pledged to 75 B BT #E A 128,137,958 R AN 22 A1 AR 17 (15 AR 12 7]
Guangdong Finance Limited under a facility agreement between Champion and CBITRALNCLUN CLBETFEREEERA
Guangdong Finance Limited. According to the disclosure of interests forms of Al -RBR-_ZT—tFLtANBERZETERR
substantial shareholders filed on 6 July 2017, Guangdong Finance Limited is owned as BaBEBRRE BEREEARAAAIEREE
to 99% by Easy Fame Investment (HK) Limited, which is in turn wholly owned by Lin (BEB)ERAFHEAEI%  MIBLKE(FH)E
Ho Man. RARRIRELERZEHESR -
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OTHER INFORMATION (continued)

Substantial Shareholder (continued)

Save as disclosed above, as at 31 December 2019, according to the register
required to be kept by the Company under Section 336 of the SFO there was
no corporation or 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 Division 2 and 3 of Part XV of the SFO.

Purchase, Sale or Redemption of the Company’s
Listed Securities

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

Corporate Governance Code

During the six months ended 31 December 2019, the Company complied
with the code provisions of the Corporate Governance Code (the “CG Code”)
set out in Appendix 14 to the Listing Rules, save for the deviation below:

Term of appointment on non-executive Directors

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

H & B
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OTHER INFORMATION (continued)

Disclosure of Information on Directors Pursuant to
Rule 13.51B(1) of the Listing Rules

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

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 Period, each of them has complied with the
required standards as set out in the Model Code.

Audit Committee

The Company established an audit committee (the “Audit Committee”) with
specific written terms of reference which were revised and adopted on 1
January 2016. As at 31 December 2019, the Audit Committee consisted of
three independent non-executive Directors, namely Mr. Leung Man Fai
(Chairman of the Audit Committee), Ms. Chung Sau Wai Ada and Mr. Clayton
Ip. The Audit Committee has reviewed with the management of the Group the
financial and accounting policies and practices adopted by the Group, its
internal controls and financial reporting matters and this interim report.

By Order of the Board
Wong Man Winny
Chairperson

Hong Kong, 27 February 2020
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