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KANTONE HOLDINGS LIMITED

The board (the “Board”) of directors (the “Directors”) of Kantone Holdings
Limited (the “Company”) announces the unaudited condensed consolidated
results of the Company and its subsidiaries (the “Group”) for the six months
ended 31 December 2021 (the “Period”) with comparative unaudited figures

for the corresponding period in 2020 (the “Previous Period”) as follows:

CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the six months ended 31 December 2021

EBREEBERAR(ARRDZES(TEF])
g(E=2g )RR RAREMBE AR ([RE
ENBZ_Z_—4F+-_A=+—RHI1~E
AUTEBEH) 2 ARELERREEE  ER
—ZoTZERPTEFRABD 2 RERREL
BEFHT

HHGSEEEREMEE
W 22 &
#HE—FT-—F+-F=+—HI~EAA

Six months ended 31 December

BE+-A=+—HLXMEA

2021 2020

—E-—F —E-TF

Notes HK$’000 HK$'000
B 5 THET THET
(Unaudited) (Unaudited)

(REER) (REEZ)

Revenue I &= 3 62,870 66,993
Cost of sales 565 B AR (26,438) (27,775)
Gross profit EF 36,432 39,218
Other income, gains and losses HAa A - W K B1E 1,529 3,223
Distribution costs 7 8 A AN (12,901) (12,866)
General and administrative expenses —MRATEEZ (21,163) (22,063)
Finance costs B 15 AR (352) (436)
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CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME (continued)

For the six months ended 31 December 2021

EESEARAT
KANTONE HOLDINGS LIMITED

GSHGEEEREMEE
Y % T @)
BHEr T -—FF+_HA=+—HIL A

Six months ended 31 December
BE+-A=t+—HLAEA

2021 2020
—E-—F —E-THF
Notes HK$’000 HK$’000
B & FET FAT
(Unaudited) (Unaudited)
(REER) (REEZ)
Profit before taxation R B4 A% R 3,545 7,076
Income tax expense Frisfi sz i 5 (208) (192)
Profit for the period iR AR 3,337 6,884
Other comprehensive income: Hiz2mksE:
[tem that may be reclassified subsequently to HEgmEFs»EEER
profit or loss: ZIEH :
Exchange difference arising on translation of INETEIRE FRE £
foreign operations 2B ERE 1,587 6,368
Other comprehensive income HREME2EKE
for the period 1,587 6,368
Total comprehensive income HRAZHEWRLE
for the period 4,924 13,252
Earnings per share sRAEF
— Basic and diluted —EARREEE 6 HK1.54 cents HK3.17 cents
Al Al

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

EXERGEAEER EEME—GE -
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KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED IGLEE SRR L

STATEMENT OF FINANCIAL POSITION

At 31 December 2021 R-ZFE-_—F+-_H=+—8H
As at As at
31 December 30 June
2021 2021
R=ZB=-—F RZ-ZZT—_—F
+t=-A=+-—8 NA=+H
Notes HK$°000 HK$’000
Mo 3E F#& T FHT
(Unaudited) (Audited)
(REERZ) (%)
Non-current assets ERBEE
Property, plant and equipment Y BB R E 8 41,445 34,582
Right-of-use assets FRAEEE 3,027 4,303
44,472 38,885
Current assets RBEE
Inventories TE 9 22,190 23,105
Trade and other receivables U E 5 & E AR 10 25,625 26,539
Loan receivables W B 3Kk 11 6,135 9,018
Tax recoverable A U [B] 3K 437 285
Cash and cash equivalents BekfleER 102,169 118,848
156,556 177,795
Current liabilities REBAE
Trade and other payables EIE 5 REMEER 12 50,458 48,601
Contract liabilities EHAaE 13 22,034 24,970
Lease liabilities HEBE 1,842 2,674
Warranty provision 1RE B 1,150 1,062
Amount due to a director B —REEHRA 14 — 2,180
Amount due to ultimate holding company B R ARAZRR A A 14 — 11,733
Tax payable FER B SR 27 26
75,511 91,246
Net current assets REBEEFHE 81,045 86,549
Total assets less current liabilities EEHABERRBAES 125,517 125,434
Non-current liabilities ERBAR
Lease liabilities HEalE 1,229 1,753
Retirement benefit obligations IR ARAE ) A 11,701 16,018
12,930 17,771
Net assets EEZFE 112,587 107,663
Capital and reserves BARFEE
Share capital A% 21,704 21,704
Reserves 1 90,883 85,959
Total equity ERAR 112,587 107,663

EXEREGRA PR R E R — GBI

The above condensed consolidated statement of financial position should be
read in conjunction with the accompanying notes.
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KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED HHFERAER BB K
STATEMENT OF CHANGES IN EQUITY
For the six months ended 31 December 2021 HBr —_FE-—Ff+ _H=+—Hi @A
Share Share Capital Translation Accumulated Total
capital premium  reserve reserve losses equity
RAER
BE BROEE EXFEE EXGES e 3 Fakc]
HK$'000 HK$000 HK$'000 HK$'000 HK$’000 HK$'000
FExL FTAET FTET TET FHET FHET
At 1 July 2021 W-E-—%+A—8H
(Audited) (feE %) 21,704 799,317 966,807 13,179 (1,693,344) 107,663
Profit for the period B F - - - - 3,337 3,337
Exchange difference arising on INEBMETEE
translation of foreign operations 7 [E ¥, = %8 - - - 1,587 - 1,587

Total comprehensive income for i A & [ W %5 42 58

the period - - - 1,587 3,337 4,924
At 31 December 2021 R-ZZT-——F

(Unaudited) +-A=+—8

(REFEZ) 21,704 799,317 966,807 14,766 (1,690,007) 112,587

At 1 July 2020 RZEZTF+A—H

(Audited) (L®|Z) 21,704 799,317 966,807 1,038 (1,736,045) 52,821
Profit for the period s Fl = = = = 6,884 6,884
Exchange difference arising on INEBREREE

translation of foreign operations 7 [E ¥, = %8 — — - 6,368 - 6,368

Total comprehensive income for B A 2 E W 25 4258

the period = = = 6,368 6,884 13,252
At 31 December 2020 NZE-_TF
(Unaudited) +-A=+—H
(REER) 21,704 799,317 966,807 7,406 (1,729,161) 66,073

The above condensed consolidated statement of changes in equity should be |- X B§ B8R 47 & B% 72N # 25 &F 8 3% JE BH B 5= — fF
read in conjunction with the accompanying notes. BI:E -

EEEEARAT 2021/22FhHBE 5
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KANTONE HOLDINGS LIMITED

CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 31 December 2021

HHGERETRB X

BE_—_FT-—F+_H=+—Hi ~FAH

Six months ended 31 December

BE+-A=+—-HLXMEA

2021 2020
—EB-— —E-_FTHF
HK$’000 HK$'000
FERT FAT
(Unaudited) (Unaudited)
(REBER) (REEEZ)
Operating activities BEEK
Profit before taxation W 350 A& A 3,545 7,076
Adjustments for: BTSN ZIBIETFEE
Interest income FEWA (1,294) (2,679
Finance costs B 1 A AR 352 436
Other cash flows arising from adjustments MABRMELEZEMIBE R 5,918 5,296
8,521 10,129
Repayment from loan receivables eI A= vl = 9,018 14,481
Advances of loans to third parties MEZHHER (6,135) =
Other cash flows used in operating activities REEBKFERZHEMBE SR (15,416) (6,867)
Cash (used in)/generated from operations B (ER)/FEEZHRS (4,012) 17,743
Tax paid B HIE (380) (192)
Net cash (used in)/generated from operating e (iER), FEEZ
activities ReFH (4,392) 17,551
Investing activities REFEK
Payment for the purchase of property, plant and BEME BMERIEMZN
equipment 2 FE (11,857) (4,692)
Other cash flows generated from investing activities % & 2 FREE 2 HM IR &% 1,294 2,679
Net cash used in investing activities REEKFERACREZE (10,563) (2,013)
Financing activities MEERE
Loans from ultimate holding company JEN SAEER AT = 208
Repayment of lease liabilities BEHREA L (1,764) (1,303)
Net cash used in financing activities MEXKRERZRSEE (1,764) (1,095)
Net (decrease)/increase in cash and cash HEeRBSEHEZBD)
equivalents F (16,719) 14,443
Cash and cash equivalents at beginning of the period Hi #1158 & & IR Li\ 5 118,848 95,472
Effect of foreign exchange rate changes fEREE) 5 40 8,774
Cash and cash equivalents at end of the period HABRERRELZHE 102,169 118,689
The above condensed consolidated statement of cash flows should be read EXEREARE SR REEN T —HEE -

in conjunction with the accompanying notes.
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended 31 December 2021

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 2021.

2. PRINCIPAL ACCOUNTING POLICIES

The unaudited condensed consolidated financial statements have been
prepared on 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 2021 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.

EESEARAT
KANTONE HOLDINGS LIMITED

LR R T E g

BE—_FT-—F+_H=+—Hi~FAH

1.

RAUEERETHE

EREEARAR(ARQA]) REKE
AA(MEIAEE]) 2 REEZE AL
EMBHRIOBREEEEFAMAS(E
BEHEAEDRMzEESER
(IEBERERA]) FE345%[ B0 5 &R
FIZREMRE - BI REFEZEHH
BAMBBRTFAREEBERZM
BRARES EMARREE &R
BEFR-

ARBEZEAGAUMBRRL KBRS
EHBRRBENMBERNREKE - &
HASEBE-_T-_—FA=1+H1L
FENFEPBHRE —H0HE -

TEETEE
AEECBRAEAVBHRRIDRELK
AEERH - BEBERAN ZERE
EZEARAYBEREABT(ET])
e MAASRONBEAAERERDR
FAL e

ERMz ST RREEAREAEEHEZ
T —FEXNAZHALFEZFEHKE
HEAMRME B EREEERER
HEBSAASEMNABEEER 2
AR @wEEL ([HKFRS)) 2 & T 1&
HENCENE

EEEEARAT 2021/22FhHBE 7
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KANTONE HOLDINGS LIMITED

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHHEEXw

(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:

Interest Rate Benchmark Reform
— Phase 2

Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Covid-19-Related Rent Concessions
beyond 30 June 2021

Amendments to HKFRS 16

Application of new HKFRS and amendments to
HKFRSs

Certain new accounting standards and interpretations have been
published that are not mandatory for 31 December 2021 reporting
periods and have not been early adopted by the Group. These
standards are not expected to have a material impact on the Group in
the current or future reporting periods and on foreseeable future
transactions.

BB G QS E MM L IBBHKFRS 2 &
AR MZSEBIRAER 2 AgRH
MEXER-Hf LU NETEAREER
B -

HKFRSZ 95k«  FIREERF —

BB AR FPEER
53957 -
HKFRS £ 7 5% -
HKFRS 55 4 5% &
HKFRS 25 16 5%
CEHEN)

HARZ-ZE——
NAZt+BZ®REAE
Covid-19-# 8@ &
B

FE i # sTHKFRS & & 7T &<

HKFRS £ 16 5%
CHEN)

ERMELTNSEAMARE S
LR NEEE _E-_—F+_-_A=1+—
ANsREHRTERFIMEN TAAE
EiARRATRA - Bt E X ZEYARE
EEERIARROBEIARMAERD
RRRGTEELEERTE -
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EESEARAT
KANTONE HOLDINGS LIMITED

3. REVENUE AND SEGMENT 3. ko EER
INFORMATION
(a) Revenue (a) W=
Revenue represents the amounts received and receivable for Uy 25 35 [0 BE B N K &2 B 5L A R
goods sold and services provided by the Group to external BERHEERRIEEBRB 22K
customers during the Period. K e U FRIE o
The revenue of the Group comprises the following: NREB Z7WEZBIE T EIA:

Six months ended 31 December
BE+-A=t+—HLAEA

2021 2020
—E-—F ZT-TF
HK$’000 HK$’000
TET FET
(Unaudited) (Unaudited)

(REER) (REER)

Revenue from contracts with FEHKFRS % 155%
customers within the scope of HKFRS 15 HEAZEFAHRE

Technology — Sale of systems including Bl — ZGHEE (BIEE8MH

software licensing HrEr ) 26,513 33,861
Technology — Rendering of installation R — Rk R AEERE
and maintenance services 24,168 21,681
Technology — System sales including Bl — ZGEE (BEESH

software licensing and FRET R R R AR TS)
maintenance services 50,681 55,542
Technology — Leasing of system products ~ #l3% — B & R4 E @ 12,189 11,451
62,870 66,993

EREEARAT 2021/22h K% 9
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3. REVENUE AND SEGMENT 3.
INFORMATION (Continued)

(b) Segment information

WaEkosBEER@

(b) 7EEH

Information regarding the Group’s reportable segments for the
purpose of resource allocation and performance assessment for

EREASERBARIEERDE
MENBHAHZAIEEHN 2R

the Period is reported below: T
Technology
[N%53
System sales
including
Sales of software Leasing of
cultural licensing and system
products services products Consolidated
AEHE
SHEXL (BEEH HERS
Em R R ) Em RE
HK$’000 HK$’000 HK$’000 HK$’000
TERT TERT THET TERT
Six months ended BE-ZS=-—F§
31 December 2021 +=ZB=+—-HL
(Unaudited) AEA (REER)
REVENUE Iy &=
External and total revenue HHMEE R
Recognised at a pointintime A X — B 2R - 26,513 - 26,513
Recognised over time Be I R R AR - 24,168 12,189 36,357
- 50,681 12,189 62,870
RESULTS E45
Segment result DEEE 38 4,816 1,926 6,780
Interest income FEUWA 1,294
Finance costs B B R AR (352)
Unallocated expenses, net KRS H — 35 (4,177)
Profit before taxation B A5t Al g A 3,545

10 KANTONE HOLDINGS LIMITED  INTERIM REPORT 2021/22
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KANTONE HOLDINGS LIMITED

3. REVENUE AND SEGMENT 3. WERDEEH W
INFORMATION (Continued)
(b) Segment information (Continued) (b) 7 EEHR @)
Technology
B
System sales
including
Sales of software Leasing of
cultural licensing and system
products services products Consolidated
RiEHE
$HE M (BfEaH HE R4
Em SR RRE) = m Ra
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHT
Six months ended HE-_Z-_ZHF
31 December 2020 +-A=+—H81
(Unaudited) NE A CREER)
REVENUE I 5
External and total revenue HHNHE Rz
Recognised at a point in time 1A 5 — 5 [ B4 #E 2 — 33,861 — 33,861
Recognised over time Ve Iy i AR — 21,681 11,451 33,132
— 55,542 11,451 66,993
RESULTS £
Segment result DEEE 268 6,712 1,717 8,697
Interest income FBUWA 2,679
Finance costs B 5 R AR (436)
Unallocated expenses, net kol —F8 (3,864)
Profit before taxation R Bt AT i 7 7,076
No information about segment assets and liabilities is presented HRZEER T EETHRTE
as such information is not regularly provided to the chief B R EENETE RS RE
operating decision maker for resource allocation and WA M T E2YEEDEERE
performance assessment purposes. LBEZER -

EEEEARAT 2021/22FhHBE 11
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4. DEPRECIATION

4. ITE

Six months ended 31 December
BE+t-A=+—HLAEA

2021 2020
—E-— & —E_FTF
HK$’000 HK$'000
FERT FAT
(Unaudited) (Unaudited)
(REEER) (CREEZ)

Included in general and administrative expenses: 5t A —#% & 1T X H A
Depreciation of property, plant and equipment ME - -MELREHEZITE 4,292 4,039
Depreciation of right-of-use assets THEEEZIE 1,626 1,257
5,918 5,296

PA
5. INCOME TAX EXPENSE 5. fiEM W
Six months ended 31 December
BE+t=-A=+—HILXEA
2021 2020
—E- & il ¥
HK$’000 HK$’000
FHET FAT
(Unaudited) (Unaudited)
(REER) (REEZ)
Current tax expense: BVEAR TR ST

— Germany corporate income tax —EEEMEN 208 168
— PRC enterprise income tax —H B EMEN = 24
Income tax expenses Fris Bz 208 192

12 KANTONE HOLDINGS LIMITED
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5.

INCOME TAX EXPENSE (Continued)

Pursuant to the rules and regulations of Germany, the Group is subject
to corporate income tax at 15% (2020: 15%) on the estimated
assessable profit of the subsidiary which carried on business in
Germany.

Under the law of the People’s Republic of China (the “PRC”) on
Enterprise Income Tax (the “EIT Law”) and Implementation Regulation
of the EIT Law, the tax rate of the PRC subsidiaries is 25% for both
periods. Income generated in the PRC earned by subsidiaries
incorporated outside the PRC is subject to withholding tax at 10% (2020:
10%). The Group is subject to the PRC EIT on the estimated
assessable profit derived from the PRC for the six months ended 31
December 2021 (2020: no assessable profit).

EARNINGS PER SHARE

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

6.

EESEARAT
KANTONE HOLDINGS LIMITED

FiEB < dw

BEER 2 EBRER  REBBHRN
EHETEREZHNB AR Z A ERE
SRR 15% (=B = T4 15%) 2 B &
BN ERTISR

BEFEAREME((RE]) CEME
ME(LEMEBRZED REEMBHE
B HEEB - BT A R W E R 2
ﬁ%%%%c#¢ﬁ%%%%&imw
BAREFRHESHKRAEZION(=
ZEF 10%) BAMTEF %zi_;
—F+ZA=+—HLEAEAR Xx&EE
ARRKAFR B ERB AN ESP
Bt¥MEH(ZE_2F  BERVE
) -

FRER

ARFA AN 2 SRERRFTR
TSI AR

Six months ended 31 December
BE+-A=1+—HLAXHEA

2021 2020
—E-—F —E_TF
HK$’000 HK$’000
FET FA T
(Unaudited) (Unaudited)
(REER) (REEEZR)
Profit for the period attributable to owners of NABEEAEERNBABEEF
the Company 3,337 6,884
Number of ordinary shares ZEREH ’000 000
THR T
Weighted average number of ordinary shares for it EFREKREF 2
the purpose of basic earnings per share T EAIRINRE T 217,039 217,039
Diluted earnings per share for the six months ended 31 December Rz —_E-_—F+-_A=+—HEZ=
2021 and 31 December 2020 were the same as the basic earnings per T -_EF+-_A=t+—HBULHENEAZE
share as there were no potential ordinary shares outstanding during S E RN ETRE AR A H B E
both periods. ARRZEHETEETE BHTEBRKR -

EREEARAT 2021/22h K% 13
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7. DIVIDENDS 7. RE
The Board of directors has resolved not to pay any interim dividend for EEeRFINERERE_ZTE-_—F+=
the six months ended 31 December 2021 (2020: nil). A=+—BLHRNEAZHFHEE(ZZ
“TFE)
8. PROPERTY, PLANT AND EQUIPMENT ME BRERFZRE
Property, Plant and Equipment ME BENRKZE
Amount
k-
HK$'000
FET
Carrying value at 1 July 2021 (Audited) R-ZZBE-—FtA—AZEEEEER 34,582
Currency realignment PE 5 A% (702)
Additions NE 11,857
Depreciation we (4,292)
Carrying value at 31 December 2021 R-ZE-—E+-A=+—HZKEE
(Unaudited) (REEZ) 41,445
As at 31 December 2021, property, plant and equipment of the Group R-_E-_—F+-_A=+—8 &%
with carrying amounts of approximately HK$10,838,000 (30 June B M {8 49 510,838,000/ T (= F = —
2021: approximately HK$11,011,000) were pledged as collaterals for FRXA=+H8: 411,011,000 7T) 2%
the defined benefit retirement scheme of certain subsidiaries operated 2 - BMELERECHEEE (EAET
in the United Kingdom (“UK”). ER(TXRE]) EEWBE A F 2 EEREF
R RGH B 2 i o
14 KANTONE HOLDINGS LIMITED  INTERIM REPORT 2021/22



9. INVENTORIES

EEKRERRAF

KANTONE HOLDINGS LIMITED

9. BE

As at As at
31 December 30 June
2021 2021

R-ZEBE-_—F RZFT=——
+=A=+-8 NA=+H

HK$’000 HK$'000

F#E T FET

(Unaudited) (Audited)

(REER) (&%)

Raw materials Rt 9,855 7,285

Work in progress ER M 857 5,807

Finished goods (notes) 2IpK @ (B %) 11,478 10,013

22,190 23,105

Notes: 3T -

[0) Included in finished goods are cultural products, including precious stones and [0) YR MPEERBEEBBRTPERESR

artifacts of approximately HK$4,509,000 (30 June 2021: approximately
HK$4,419,000) which are held for trading and resale in the ordinary course of
business.

(i) As at 31 December 2021 and 30 June 2021, all cultural products of the Group
were stored in a warehouse run by a world-renowned security company which
is an independent third party to the Group.

(i

rEERBRIVILER(BREEEELA R
Hil7 ) 494,500,000 T (Z T = —F XA
=+ H : #4,419,000%& 7T) °

R-E-_—F+-_A=+—HE=ZT=—
FRA=Z+THEHER AEEZHME XL
ERER-—H2EMERRARZERE &
BAREEBYE=F -

EEEEARAT 2021/22FhHBE 15
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10. TRADE AND OTHER RECEIVABLES

10. BN E B R E AR

As at As at
31 December 30 June
2021 2021

R-EBE-Z—F RZFT=Z—F
+=HA=+—8H ~NA=+H

HK$°000 HK$'000
FTET T T
(Unaudited) (Audited)
(REEER) (&%)
Trade receivables (note) JE U 5 BR 3k (B ) 14,809 14,822
Other receivables JFE L L th BR 3R 10,816 11,717
25,625 26,539
Note: B -

The Group maintains a well-defined credit policy regarding its trade customers
depending on their financial strength, credit worthiness, nature of services and
products, industry practice and condition of the market with credit periods ranging
from 30 days to 180 days.

Under the impairment approach in HKFRS 9, it is no longer necessary for a credit
event to have occurred before credit losses are recognised. The ageing analysis of
trade receivables (net of expected credit losses) presented based on the dates of the
invoices as at the end of the Period is as follows:

NEEREEIEFETHBIEERE - R
BEZVBREND A RERERZHEL 1T
NRBRTHBEAMGE TEFPNF0HZE180H
ZIEEH-

BBEHKFRSEOFHREE  THFELRNF
HEERTHBEAEL  BREZRRGAR
EHEEBER REENTEARBRERREANZ
FREEDIT 2510 T

As at As at

31 December 2021 30 June 2021

R==B=—F WZZT——F

+=—B=+—H ~A=+H

HK$’000 HK$'000

TET FET

(Unaudited) (Audited)

(REER) (mE=%)

0-60 days 0-60 H 9,084 14,618
61-90 days 61-90H 3,492 204
91-180 days 91-180 H 83 -
Over 180 days @180 H 2,150 —
14,809 14,822

16 KANTONE HOLDINGS LIMITED  INTERIM REPORT 2021/22



10. TRADE AND OTHER RECEIVABLES
(Continued)

Note: (Continued)

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
consider trade receivables that are neither past due nor impaired to be of a good credit
quality as continuous repayments have been received.

Under the impairment approach in HKFRS 9, it is no longer necessary for a credit
event to have occurred before credit losses are recognised. The ageing analysis of
trade receivables (net of expected credit losses) that are neither individually nor
collectively considered to be impaired are as follows:

10.

EESEARAT
KANTONE HOLDINGS LIMITED

FERESREMER@

st (&)

REMNEAFEPH AEEZYBRIEEER
BEREFHEERPZERE  YHEEEHLAE
EFZERER -BTEPZEERE2ERER
RESREEENBATERAEENRENER
EHMETEN ARPBEXNEN AEEZ
B 75 T 5K 6 B IR B X SR A R 8L B S R OB 2 I MR
BoHEFABRFEREER

BIEHKFRSFOF WM BEE  THERELENE
HELERIHREABR - AKX —HEEAT
EREBEZEKRESER(HBRBEBHEEEB) 2K
BOWmT

As at As at

31 December 2021 30 June 2021

R=-ZB=—F RZTZ—%F

+=BA=+-—H NA=1+A8

HK$’000 HK$’000

FET FHB T

(Unaudited) (Audited)

(REE®) (2= 1%)

Neither past due nor impaired B 7 180 HA 1 RO B 12,576 14,618
Less than 1 month past due BmE R —1E A = 204
1 to 3 months past due mE—-==1EA 83 =
Past due over 3 months mEIRRIB =18 A 2,150 =
2,233 204

14,809 14,822

Trade receivables that were past due but not impaired relate to a
number of independent customers that have a good track record with
the Group. Based on past experience and the evaluation of these
debtors’ financial strength, management believes that no impairment
allowance is necessary in respect of these balances as there have not
been a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any collateral
over these balances.

At the end of the Period, the Group’s trade receivables are individually
determined for impairment testing. The impairment losses recognised
on trade receivables are expensed immediately for the amount by
which the trade receivables’ carrying amounts exceeds their
recoverable amounts.

EEBERBENRKFELETET
BASBEREFFECENEILER
REBEERIHELEBTANTRE
NETFHE EEERRBANZETRE
BRELRERE ARAEEERYESR
REHHBKBDRE ST 2 UM -

REBEER  NEB 2 & UWAR KT E R
EEFRENS -85 EEFARERL
BB 1R K & 37 B pt B R URRR R e R B
ERBEAREESHENEEALR-
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11. LOAN RECEIVABLES

11. ERE R

As at As at

31 December 30 June

2021 2021

R=ZBZ=—F RZ-ZT_—

+=HA=+—8H NA=+H

HK$°000 HK$'000

FTExT T T

Loan receivables JE W B R 12,883 15,631
Less: provision for impairment losses B ETIRAEEE (6,748) (6,613)
6,135 9,018

Under the impairment approach in HKFRS 9, it is no longer necessary
for a credit event to have occurred before credit losses are recognised.
As at 31 December 2021, loan receivables (net of expected credit
losses) of approximately HK$6,135,000 (30 June 2021: approximately
HK$9,018,000) were due from three borrowers (30 June 2021: four
borrowers), unsecured and with personal guarantee. All the loan
receivables are denominated in Renminbi (‘RMB”). The loan receivables
carry fixed interest rates ranging from 8% to 10% (30 June 2021: 8%
to 16%) per annum with maturity date within 6 to 12 months from the
loan draw down date. The provision for impairment losses of
RMBS5,500,000 equivalent to approximately HK$6.748 million has been
made since the fiscal year 2018 and it is related to a borrower to whom
a loan of (RMB5,000,000) was granted by previous management of the
Group’s PRC subsidiary in January 2017.

BEHKFRSE IR M BEEL THBF 2
FEHEHRAR I EREREBL B
- F+-AZ=Z+—H EBK=£&
BEARA(ZCE-_—FNAZTH: WA
BERANEZRHBREHEEEE) D
56,135,000 T(ZE - —F A=+
H : #9,018,000/8 L)  ZEERBEIR
BWRERAER TERKEZREUA
RETARBDIE BEREXROHETE
EMEABHEI0% (ZE-—FRXA=
+H:8%%16%) 2 HH AE FKIEH
A <z2+t=—@MAR-BE=Z—N\
FRBET R R (B & A R % 5,500,000 7T #7
A 49 46,748,000 T » 1t Ty £ 7K £ (@) R
BB ArATEEER_-_T—tF—
A\ —&fERAKE (AR 5,000,000
TTIZEZBR -
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12. TRADE AND OTHER PAYABLES

EESEARAT
KANTONE HOLDINGS LIMITED

12.BNHEZRAEMERR

As at As at
31 December 30 June
2021 2021

R-ZE-_—F RZZT=—F
+F=H=+F—F NA=1+H

HK$°000 HK$'000

FE T F& T

(Unaudited) (Audited)

(REEEZR) (&%)

Trade payables BB RN 3,366 4,189
Other payables (note (i) JRE A< b BR 3R (B (1)) 47,092 44,412
50,458 48,601

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

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

BEEMZEEHNTI0H=60AH -

ENEZERIANOBENEREREER
HEBZ R DT 25T

As at As at
31 December 30 June
2021 2021

R=ZB=Z—F RZZT=-_—F
+=A=+-—-H NA=1+H

HK$’000 HK$’000
THET THET
(Unaudited) (Audited)
(REER) (&%)
0-60 days 0-60 H 2,980 4,189
61-90 days 61-90 H 3 —
121-180 days 121-180 H 383 =
3,366 4,189

Note: AT -

(i) Included in other payables are amount due to a previous shareholder and its
subsidiaries of approximately HK$26,467,000, which is unsecured, interest free
(except for HK$5,690,000 bearing interest rates ranging from 5% to 13% p.a.),
had no fixed term of repayment and is repayable on demand.

[0} BEEEMEMBERNABEN —BRIRE
N E MY 8 A B 34 A26,467,00078 7T A
K 1 - % B (H #5,690,0005% 7T i F B
B5%E13%)  BETERPRAEREX

B -
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13. CONTRACT LIABILITIES

13. 8 EE

As at As at
31 December 30 June
2021 2021

R=ZBZ=—F RZ-ZT_—
+=BA=+-—H NA=+H
HK$’000 HK$'000
TET T T
(Unaudited) (Audited)
(REER) (&%)

Receipts in advance from customers IR MRS 2 W E P FRIE

for provision of services 22,034 24,970

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 2021, the aggregate amount of the transaction
value allocated to the remaining performance obligations under the
Group’s existing contracts is approximately HK$28,629,000 (30 June
2021: approximately HK$28,614,000). 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.

JE #) 2 T8 1< SR IA T8 HA 70 (20 R B3 2R R 2R
ToEARERAUE -

n=

T_—F+TZA=1+—H REX

SEREAOTRERTREHNEEIMNR
SBEBEREY 528,629,000 TL(—ZF =
—HFXA=+H: 428,614,000 jT) °
IHRIBERAEBRENFRAMNER
REMAERESEERA KT EHHE
RARR=FARNEE -

14. AMOUNT DUE TO A DIRECTOR/ 14.ER—BEEHE
AMOUNT DUE TO ULTIMATE HOLDING P R AR D A
COMPANY
(a)  As at 31 December 2021, the amount due to a director of the @ WM-TZE-_—F+-_A=+—H &

Company is Nil (30 June 2021: HK$2.2 milion which was NARB —ZRESEHEAZT(ZZE

unsecured, non-interest bearing, had no fixed term of repayment ——%XA=+H:2200,000% T

and was repayable on demand). ABEER - TFE EETEEH
R&RBRERER) -

(o) As at 31 December 2021, the amount due to ultimate holding b)) MR-ZZE-_—F+-_A=+—H" &
company is Nil (30 June 2021: HK$11.7 milion which was NEEERABIREBEAZT(ZEZ
unsecured, bearing interest at 13% p.a., had no fixed term of — &7 A=+ H 11,700,000/ 7T
repayment and was repayable on demand). AEER FER13%  BETE

FHERBRERER) -
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15. OPERATING LEASE ARRANGEMENTS

The Group as lessor

At the end of the Period, the Group contracted with lessees in respect
of leasing of premises and certain equipment which formed part of the
plant and machinery and communications networks. The due dates are
classified as follows:

As at 31 December 2021

15.

EESEARAT
KANTONE HOLDINGS LIMITED

KEaBERH
AEEERHBA

REBEHEE  AEERERAMER
ETEEE #EkBERAGZ B0
RBEBEFPITLAKN - FEBMADENT :

As at 30 June 2021

R=-TB-_—®F+=-A=+—H R-ZTE-—FA=+H

Plant and
machinery and

Plant and
machinery and

Land and communications Land and communications

buildings networks buildings networks

BE - #ER MR~ #es &

T RETF BiEAKZ LTHEEF ARG

HK$’000 HK$’000 HK$'000 HK$’000

THET THET FAET FAT

(Unaudited) (Unaudited) (Audited) (Audited)

(REEZ) (REEZ) (fEER) (EER)

Within one year —F R - 6,815 — 4,229
From the second to the fifth E_FEERFNA

year, inclusive (BHEEEMF) — 5,722 — 4,214

Over five years BiBRF — 57 — —

- 12,594 = 8,443

As at 31 December 2021, the Group had service and equipment rental
contracts with customers amounted to approximately HK$35,621,000 (30
June 2021: approximately HK$36,187,000). As at 31 December 2021,
the future income to be generated from these contracts with an
aggregate amount of approximately HK$43,260,000 (30 June 2021:
approximately HK$43,379,000) was pledged as collaterals for the
defined benefit retirement scheme of certain subsidiaries operated in
the UK.

RZB-_—F+-_A=+—0 K&E
HEPI MR MEEHEHESHED
35,621,000 T(Z T - —F XA =+
H: 436,187,000 L) c R ZE = —4F
+ZA=+—"H ZEAOBTELED
KR 48 5B #4743,260,0008 T (—F =
—HENAZ+H : 443,379,000/ T) B
HREAREREENE THBRAR®
Bl &SRR E TR R -
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16. RELATED PARTY TRANSACTIONS
Key management personnel remuneration

Key management personnel are those persons holding positions with
authority and responsibility for planning, directing and controlling the
activities of the Group, directly or indirectly, including the directors of
the Company. Key management personnel remunerations are as

ABHMMT

16. BEALTRRS
TESEASTH
TEERAEAETAERNEESMEE

BEAKEEBKHAE FEREFHZE
fiZ2AL BEARAEZ - TBEHE

follows:

Six months ended 31 December
BE+-A=+—HLWLKM@A

2021 2020

—BC-—fF —TE-FTF

HK$’000 HK$'000

FET FHIT

(Unaudited) (Unaudited)

(REFER) (RiEEZ)

Salaries and other benefits e kEAMET 3,910 3,814
Performance related incentive payments BIERRER 2 ES 1,418 1,401
Retirement benefit scheme contributions RRAE T 5 8 43k 215 194
5,543 5,409
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INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the six months
ended 31 December 2021 (2020: nil).

MANAGEMENT DISCUSSION AND
ANALYSIS

Financial Results

Revenue

The Group reported a total revenue for the six months ended 31 December
2021 of approximately HK$63 million as compared with approximately HK$67
million for the Previous Period, representing a slight decrease of approximately
6.0%. Despite the hindrance created by the pandemic, the Group was able to
maintain its revenue at an acceptable level. This was mainly due to our
adaptive approaches to the market by keep adjusting our product mix to
match the changing market needs.

Profit Attributable to Owners of the Company

Profit for the six months ended 31 December 2021 was approximately
HK$3.3 million as compared with profit of approximately HK$6.9 million for
the Previous Period. The decrease in profit for the Period was mainly due to
the decrease in turnover and the decrease in interest income by HK$1.4
million, representing a decrease of about 87.5%, from our money lending
activities which has been classified under other income. Management has
been more prudent in managing its lending activities in view of the global
economic downturn.

Distribution Costs

The Group’s distribution costs for the six months ended 31 December 2021
were mainly attributed to our principal subsidiary in the United Kingdom —
Multitone Electronics PLC (“Multitone”), which recorded distribution costs for
the six months ended 31 December 2021 of approximately HK$12.9 million
(2020: HK$12.9 million). However, after taking into account of the exchange
difference, the actual decrease expressed in GBP was about 5.1%.

EESEARAT
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PR E

EFERATEEHERBE-S -~ &+
SASt-ALAEAZFHBRE(ZE-F
&)

EEENWR DN

MBRE

W &=
AEENBE-_ZEZ-_—F+-_A=+—81
A A 815 48 U & 49 563,000,000 7T 0 B
% 4 [/ H) 4 /567,000,000 JT © B HOR D &
6.0% - BEXBRBEXE AEEDEBRALE
BEABEINKF - ETBEHRRMEBEBG
BEMBNAETEHAZBRMOERHEE N
WAETEZEHMBERR-

ARPABER ANEAL R
BE_Z-_—4F+_A=+—BL~EA&
FI 49 /3,300,000 7T+ 11 & F R H % F 4 A&
6,900,000/ - BAEF AL T EHREHRE
R TR REMB AR REE SR B WA
4>1,400,0007%8 7T AT EX + BIUR A #)87.5% ° $E
PHEETE EEBEEREEREH A
HEE NEE -

HE-_Z-_—F+-_A=+—HIXEAR"
REEZOHEAAETZEELEEAREZH
& A &) Multitone Electronics PLC ([ Multitone]) -
EHREEZEZ—F+ZA=+—HLAHE
A& 18 9 85 B A& #£912,900,000/8 o ( = T =
£ 12,000,000/ 7T) - BEEBEIE N ZE %
NEBEAHEBTIHNER TALNAES51% ¢
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Financial Results (continued)

General and Administrative Expenses

General and administrative expenses for the six months ended 31 December
2021 decreased by approximately 4.5% to approximately HK$21 million (2020:
approximately HK$22 million), the decrease was mainly attributed from the
decrease in administrative staff cost and legal and professional fee. We have
adopted tight overhead control measures ever since the pandemic became
apparent.

The exchange rate of GBP to HKD increased from HK$10.09 per GBP to
HK$10.64 per GBP , representing 5.5% increase between 31 December
2020 and 31 December 2021, meaning that, without this effect, the overhead
had actually dropped by approximately 9.63%.

Review of Operations

The years 2020 and 2021 were volatile and unpredictable years. The outbreak
of COVID-19 swept the world by storm and during the period under review, it
had not abated. The reality was that the development of certain segments of
the information technology industry seemed to have been less affected since
enterprises and social organizations were obliged to adapt and turn to smart
artificial intelligence products. The business of the Group has always targeted
at high-tech and smart products and has aimed to serve the society with its
professionalism and tailor-made loT solutions. This points the way to ample
business opportunities ahead for the Group.

Technology Business — System Products

Internet of Things (“loT”)

New system solution products for our target customers, such as loT
applications will be our development focus. Since many National Health
Service (NHS) Trusts throughout the United Kingdom have already installed
Multitone i-Message systems, it has made the modification of their existing
setup and installation of our messaging application much simpler. In addition,
despite the difficult situation, our UK-based engineers and our Hong Kong
technical specialists have been working closely to provide the necessary
technical innovations support and always stand ready to give guidance when
requested. Whilst most organisations are dealing with the threat of the
pandemic, we at Multitone are also exploring opportunities. Our UK business
has offered us an opportunity to strengthen our relationship with the NHS by
continuing to support the temporary roll out of critical messaging solutions for
the Nightingale Hospitals and Hospital Extensions, and the supply of
additional solutions to assist with clinical care during the pandemic. In
Germany, our subsidiary is marketing our EkoTek® range of personal security
products to the Mass Vaccination Centres.

EEEBNWMED T

Bt 7% 48 |

—REITEHEH
BHE-_Z-_—F+-_A=+—B1XEAH"
— R AT S R A #04.5% & 4921,000,00078
TT(ZF ZFF : 422,000,000 7T) ° & 2 H
TERARTHREIRANMEZELREEER
R - BRIBEERIER  BABERERT
BRI 9 R S 4% B o

HENBTHEXRNST X 10098 T L H#
EBEHFI0M4B T EZE-ZEF+ A=
+—HE-_Z-_—F+_A=+—HHME
MT55% EERZEELRBEBBLENIBL
T EERYEBR LETRT49.63%-°

£ JEIE

ZEZERZZFZ—FEDARARIBEED
A FE R &) BE R - 2019 KB E R E 1B A 18 8
FBHEN MAEARESAMMBAILRSEEE
o BFRaRLEHENEEEMEREE
AMWHRABALIERER B EABRITE
MERABLEINAAZE - AEBEMNER
—AEXTSNEMAISEER  BHERX
EXFEFTMOTREDBRRS  WHE L
SELER  RETARNEERE RS mEE-

BEEEK-—SEBARIR
REMHEERPMENMAEGHRASTRE
M YEENER BERMERMES-
HRABERZRAREBEERBRAREIHRED
£ 27 # Multitone i-Message & £ » & 7] 58 &
PR ERET LT HEEMOBAERER
B SSENGE i B ERERE
MERT BTMOERBENTEMMEENR
RER—BHEEZAE URHBVLEDEIE
MEE UTHEEREEFASTSREHAER &
BERZHERBEEEEEESTROKE -
Multitone 3 7£ T Ef fR =38 - PN R EE
LEHELNESBEABATRG THREREES
PrfE R WERSHMREEIINGE R RN
HENERREIR - B A ER S E MR T 8, M
HABBEREEREBENBR  HMERE
BN TR EERAEHNARERHERES
DHEE R M A EkoTek® R 51 A A 22 E f ©
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Technology Business — System Products (continued)
Cloud i-Message

The UK Government and many private companies continue to adopt cloud
solutions, with a cloud first strategy, to meet the need for critical and non-
critical communications, systems and services.

Multitone with the i-Message platform is one of a limited number of suppliers
who can offer the same solutions and applications via a cloud first, cloud
hybrid platform or full on-premise solution.

This flexibility allows organisations working with Multitone to not only meet the
needs of their businesses today, but also the flexibility to scale and migrate as
their businesses continue to evolve.

Multitone i-Message offers a proven platform for critical and non-critical
integrated communications. It provides an ecosystem that enables
businesses to mobilize the siloed data sources within, to improve efficiencies
and response time significantly.

Multitone is able to offer a wide range of solutions through the Cloud i-Message
system, addressing the needs of not just the core markets of the UK Public
Sector, UK Emergency Service and the NHS, but also the requirements within
diverse organisations such as Power, Utilities, Estate Management, Logistics
and Warehousing facilities.

EkoTek® Personal Security

Continuous investment in new product development by the introduction of
our ATEX variant to EkoSecure Pager has allowed its use under an
environment which is vulnerable to the risk of possible explosion. Our
EkoTek® staff and nurse call systems are further enhanced with EkoMS
management software. With EKOMS one can create live alarm maps of its
entire facility. So even new staff members know exactly where to go when
someone calls for help.

At the heart of every EkoTek® installation are one or more EkoTek® Hubs (aka
Controller). Development on a new generation of EkoTek® Hubs was
completed in Q4 2021 and will be released to sales in Q1 2022. The new
hubs will increase the potential size and capability of all EkoTek® installations
by supporting an increased number of devices.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Technology Business — System Products (continued)
EkoTek® Personal Security (Continued)

During the period under review, even as the world-wide pandemic situation
remained difficult, our business remained stable, and the demand even
showed a modest growth.

Cultural Products

Cultural products, including precious stones and artifacts, valued at
HK$4,509,000 (as at 30 June 2021: HK$4,419,000) have been held for
trading and resale in the ordinary course of business and were included in the
inventories of the Group as at 31 December 2021.

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.

Controlling Shareholder

Champion Technology Holdings Limited (“Champion”), the former holding
company of the Company, Innovative City Investments Limited, a company
incorporated in the British Virgin Islands with limited liability and wholly-owned
by Mr. Chan Koon Wa, (“Offeror”) and the Company jointly announced that
on 31 May 2021, Champion and the Offeror entered into the Sale and
Purchase Agreement (“SPA”), pursuant to which the Offeror had conditionally
agreed to acquire and the Champion had conditionally agreed to sell the Sale
Shares, being 128,137,958 Shares, representing approximately 59.04% of
the entire issued share capital of the Company.

Since the resolutions proposed for the Champion Shareholders to approve,
among other things, the SPA and the transactions thereunder at the
Champion’s special general meeting had been duly passed and all the
conditions precedent had been fulfilled, the Offeror, Champion and Kantone
announced that the completion took place on 9 November 2021
(“Completion”). Immediately upon Completion, the Offeror and parties acting
in concert with it became interested in a total of 128,137,958 Shares,
representing approximately 59.04% of the entire issued share capital of the
Company. Upon Completion, the Company ceased to be a subsidiary of
Champion and the Company’s financial results after 9 November 2021 are no
longer consolidated into the consolidated financial statements of the
Champion Group. The Offeror became the controlling shareholder of the
Company since then.

EEENBED @
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Controlling Shareholder (continued)

Pursuant to Rule 26.1 of the Takeovers Code, upon Completion, the Offeror
and the parties acting in concert with it made a mandatory unconditional
general offer in cash for all the issued Kantone Shares (other than those
already owned or agreed to be acquired by the Offeror and parties acting in
concert with it) (“Offer”).

After Completion and before the commencement of the Offer period, the
Offeror and parties acting in concert with it were interested in a total of
128,137,958 Shares, representing approximately 59.04% of the entire issued
share capital of the Company. Taking into account the valid acceptances in
respect of 8,490,486 Offer Shares under the Offer, immediately after the
close of the Offer, the Offeror and parties acting in concert with it became
interested in a total of 136,628,444 Shares, representing approximately
62.95% of the entire issued share capital of the Company.

The sole director and shareholder of the Offeror Mr. Chan Koon Wa was
appointed chairman and executive director of the Company at the Company’s
annual general meeting held on 30 December 2021. As stated in the
Composite Documents of the Company dated 3 December 2021, the Offeror
would conduct a review of the existing principal businesses and the financial
position of the Group for the purpose of formulating business plans and
strategies for the future business development of the Group. Subject to the
results of the review, the Offeror may explore other business opportunities
and consider whether any asset disposals, asset acquisitions, business
rationalisation, business divestment, fund raising, restructuring of the business
and/or business diversification would be appropriate in order to enhance the
long-term growth potential of the Group. Lately, the board has been studying
the possibility of bringing Multitone’s products to Hong Kong and other Asian
countries such as Malaysia on one hand, and building up the Company’s
technology business in Hong Kong on the other. However, such business
plans would call for additional working capital and therefore may require some
fund-raising actions. Should such corporate actions materialise, further
announcement(s) will be made in accordance with the Listing Rules.

Money Lending Transactions

During the Period, the Company’s PRC subsidiary entered into two lending
contracts (“Loans”) with two PRC companies respectively, both of which are
independent third parties. The amount of loan is RMB2.6 million and RMB2.4
million respectively. The terms of the Loans are for a period of six months
started from the drawdown date, and interest rate is 8% per annum. The
maturity date of the Loans is 8 June 2022. The Loans are properly backed by
two guarantors whose financial strength are considered strong enough to act
as guarantors of these loans.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Money Lending Transactions (Continued)

Money lending services were only provided incidentally by the PRC subsidiary
of the Company. Such PRC subsidiary has never held itself out to the public
as money lenders and has never canvassed any borrower to borrow money
from it. Therefore, the Directors do not consider or regard that money lending
is part of the Company’s principal or core business during this Period.

The money lendings were confined to term loan financing with fixed interest
rates. All proposed lendings were considered case by case and no particular
industry was specified for this purpose. However, the Company does have its
own money lending checklist which the Directors would have to observe
should the occasion arise.

Any loan will only be made with our idle funds, and it should only be granted
to those who approach the directors of the subsidiary by their acquaintances.
They would then carry out the credit assessment process and if the results
were to their satisfaction, they would submit the requests to the Directors in
Hong Kong for further assessment and approval.

Such assessment and know your client (“KYC”) processes follow the
procedures below:

1. Verify the identity of the directors of the borrowers and guarantors;
2. Verify the address proof of the borrowers and guarantors;

3. Obtain a copy of the business registration certificate and company
number if applicable;

4. Check the memorandum & articles of association of the borrower and
the guarantor if applicable;

5. Identify the tax position of the borrower by checking the tax clearance
certificate from the PRC competent authority;

6.  Obtain the due diligence report from TianYanCha (KER#&) , and if
necessary, seek advice from external legal advisers; and

7. Obtain and study the financial statements, preferably audited financial
statements if the potential borrower is an entity.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Money Lending Transactions (Continued)

After the collection and verification of above background information of the
intending borrowers, our PRC director and the company secretary
department of the Group would conduct a loan assessment process through:

1. Obtaining the corporate bank account information;

2. Assessing the creditability and financial position of the borrowers by
checking the latest audit report and management accounts and
personal financial background of the guarantor, where appropriate; and

3. Obtaining board minutes of the borrowers for approving the lending.

After having due regard to the borrower’s financial situation, the extent and
quality of collaterals/guarantee and the loan tenure, the director of the PRC
subsidiary would offer an interest rate which would tend to maximize profit
and yet would comply with the PRC’s rule in determining the maximum
interest rates of the loans to ensure that we would not impose interest rates
higher than the statutory ceiling. Normally, the PRC subsidiary would charge
not less than double of the China Loan Prime Rate (“CLPR”).

As of now, the maximum interest rate should not exceed 15.4% p.a., i.e. 4
times of the CLPR which is around 3.85% p.a..

The above due diligence report, KYC and credit assessment documents
together with the amount, terms and repayment method of the loans would
be submitted to the board of directors of the Group for approval. After the
approval was granted, the final loan agreement would be signed by our PRC
director of the subsidiary with the borrower and the guarantor.

The PRC directors of the subsidiary would maintain personal contact with the
borrowers from time to time during the tenure of the loan and would start
reminding them for repayment about one month before the respective due
dates.

The following are our standard procedures for any delinquent loans:

1. Demand letter will be sent to the borrower for immediate repayment;

2. Instruct our PRC lawyer to issue demand letter to the borrower and
guarantor to demand for immediate repayment; and
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Money Lending Transactions (Continued)
3. Formal legal action will be taken if:

a. The borrower refuses to repay; or

b. After 14 working days from the date of our legal demand letter if
no settlement arrangement could be reached.

Ever since the current management permitted the granting of such term
loans, there has been no sign that Loans would become delinquent.

Acquisition of an UK Property

On 29 October 2021, Multitone Electronics PLC (“Multitone”), a wholly-
owned subsidiary of Kantone, entered into the Sale and Purchase Agreement
with the collectively (i) Jonathan Michael Horne, (i) Simon Francis Rogers and (i)
NSS Trustees Limited (As trustee of the IT Events Limited Pension Scheme)
(“Vendors”), pursuant to which Multitone agreed to acquire and the Vendors
agreed to sell the Unit A of The Green Buildings (“Property”) at a
consideration of £575,000 (approximately HK$6,123,625) (exclusive of
refundable VAT of £115,000 (approximately HK$1,224,725)) (“Acquisition”).

As one or more of the applicable percentage ratios as defined in Rule 14.07
of the Listing Rules in respect of the Acquisition for the Company exceeded 5%
but less than 25%, the Acquisition constituted a discloseable transaction for
the Company.

Multitone’s current head office premises is situated at Multitone House,
United Kingdom (the “Head Office”) which is right next to the Property. The
Board are of the view that the acquisition of the Property will allow us to
better control in the development of the area in Shortwood Copse Lane
where the Head Office and the Property are situated and provide Multitone
the opportunity to expand their office premises and to transfer part or all of
the operation team from its branch office, which is approximately 240
kilometers away from Head Office, to the Property if and when required.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Review of Operations (Continued)

Acquisition of an UK Property (Continued)

In the short term, Multitone intends to hold the Property for investment
purpose and will lease out the Property after the Acquisition for rental income
while retaining a small portion for its own office use. Therefore, by acquiring
the Property at a discounted price as compared to the market value of the
Property, the Group may enjoy stable rental income and potential capital
appreciation.

For details, please refer to the Company’s announcement dated 3 November
2021.

Outlook

As we see the rollout of the COVID-19 vaccination programme in the
countries in which the Group operates, we are confident of sustaining a
profitable operating result for Multitone for the year ending 30 June 2022.
Nevertheless, the management of Multitone anticipates a negative impact
across our Group, in particular against our sales order intake performance
from the COVID-19 pandemic. Though there are signs of COVID-19 starting
to subside, the uncertain impact brought about by Brexit still persists, which
has led to our setting of a prudent budget for the 2021/22 financial year.

With the COVID-19 pandemic having a much greater impact on our German
subsidiary and their international business, we must exercise caution. Our
German operation is much more reliant on non-Healthcare markets and new
business acquisition. As such, the lockdowns imposed in Germany and the
restrictions on travel have meant that sales intake has slowed down as we
enter 2022.

As a result of Brexit, increased border controls and additional import and
export requirements have caused some disruption in the supply chain but
these appear to be short term in nature. Economic forecasts are predicting a
longer-term impact on the UK economy which is predicted to be several
percentage points smaller in 2030, than it would otherwise have been if the
UK had remained part of the EU.

In the short term, outlook for the economy is favourable with a projected
rebound from the COVID-19 pandemic. It is expected that the UK economy
would grow by 4.7% this year and by 2.3% in 2023, with a potential
deceleration in growth thereafter.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Outlook (Continued)

The possible emergence of new variants of the virus that are less responsive
to the current vaccines is still a downside risk, albeit less severe than
previously, as the economy has adapted to operating under social distancing
restrictions.

Project Aurora

“Aurora” will be a microservices platform supporting independent Messaging,
Clinical Collaboration, Workflow, Alarm and Lone Worker modules. It will be a
cloud first solution, optimized for deployment across multiple regions and
availability zones for resilience, and able to operate as either a Cloud, On-
premise, or Hybrid Cloud solution with failover to on-premise hardware if
required. “Aurora” will become the natural successor to our highly successful
i-Message platform, and allow us to address the market requirements for a
flexible cloud first approach to critical messaging. The initial deliverable from
this project codenamed “Aurora Messaging” will be released in Q4 2022. This
will provide a device agnostic, OS independent messaging platform.

Software Development is a focus area as we move into 2022 with many of
our established customers looking to transition from traditional Radio
Frequency (RF) paging solutions to Smartphone “App” based secure
messaging.

Wi-Fi Paging
NHS has been phasing out non-critical paging by the end of 2021, but Paging
is still the best technology for critical messaging.

Despite the NHS’s decision to phase out non-critical paging by the end of
2021, we are still supplying paging solutions to the NHS for both critical and
non-critical use. In line with the NHS strategy, we are starting to see NHS
Trust investment in alternative technologies such as smartphone-based
messaging solutions.

To extend the life of our legacy paging products, we are adding new features
such as the addition of a Wi-Fi call acknowledgement feature to our RF
pagers. This will allow us to continue to market our RF paging solutions to the
Healthcare and Emergency Services market, and is due for release in Q2
2022.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Outlook (Continued)
The UK Market

The outlook remains positive despite the continued uncertainties surrounding
COVID-19. UK has benefited from a robust vaccination programme with
many restrictions removed, many businesses are now benefiting.

The public sector, including the NHS, continues to see further commitment
from the UK Government to provide additional funding. This commitment
both from the UK central government as well as regional leaders with the first
minister of Scotland committing recently to providing a “transformational”
increase in NHS funding. This would see a 20% increase in NHS spending for
general and acute services.

Areas within the NHS being targeted including Acute Healthcare as well as
Mental Healthcare services.

The NHS long term plan continues to be delivered, with Multitone well placed
to support NHS customers through the range of Cloud first and Hybrid Cloud
technologies.

Multitone offers a range of smart applications supporting key deliverables
including non-emergency bleep or pager replacement with our messaging
applications, workflow integration with our workflow and task management
solutions as well as asset tracking, all supporting the delivery of key areas
highlighted within the NHS long-term plan as set out by the UK Government.

Northern Ireland and Scotland are also expected to announce an increase in
funding for NHS frontline services.

The European Market

Multitone has been successfully implementing its safety, security and time
critical messaging alarm server solutions in a wide variety of applications,
ranging from Industry and Healthcare, to community and Governmental
applications as well as Education and Retail.

Using its strong brand and patented EkoTek® family technology, Multitone is
a market leader for radio security systems, and the provision of lone-worker
solutions for the major Psychiatric Clinic chains in Germany, Europe’s largest
single economy. These solutions are utilised to protect care-staff from
assaults and attacks.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Outlook (Continued)

The European Market (Continued)

The systems meet the highest DIN (Deutsches Institut fir Normung e.V.
(German Institute for Standardization)) quality standards for securing
dangerous workplaces, and are equipped with autonomous radio networks
with 100% availability, built using mesh network technology, combined with
small and handy emergency call transmitters with sensors that can make
voluntary or involuntary calls.

Combining synergies, the German success is now being rolled-out to other
European countries, with similar applications and local market characteristics.

Iconic Projects

During the Pandemic, many parts of the UK economy were simply shut down,
meaning that we were unable to pursue opportunities outside of our
traditional NHS Healthcare market. It was therefore vital for us to maximise
our efforts to provide solutions to the public sector in the UK.

Multitone not only supports the NHS Acute Hospitals throughout the United
Kingdom with smart apps for use within critical and non-critical clinical
settings, including ICU (Intensive Care Units), we also support workflow
integration and asset tracking solutions to support infection control protocols.

These solutions were not just deployed within the Nightingale Hospitals, but
also within key customers including Antrim Area Hospitals in Northern Ireland,
and Imperial College Healthcare NHS Trust.

Notably, Imperial College Healthcare NHS Trust is using a combination of on-
premise and cloud-based services from Multitone, to support their
organisational needs.

Further to this, contracts acquired in the period to 31 December 2021
included Multitone i-Message solutions for Royal Cornwall Hospital and the
Cwm Taf Morgannwg University Health Board in Wales including the Princess
of Wales and Prince Charles Hospitals.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Liquidity and Financial Resources

Financial Position and Gearing
The Group’s financial position remained positive.

As at 31 December 2021, the Group had approximately HK$102 million (30
June 2021: approximately HK$119 million) liquid assets made up of cash and
cash equivalents. Current assets were approximately HK$157 million (30 June
2021: approximately HK$178 million) and current liabilites amounted to
approximately HK$75 million (30 June 2021: approximately HK$91 million).
With net current assets of approximately HK$81 million (30 June 2021:
approximately HK$87 million), the Group maintained a healthy level of financial
liquidity. The gearing ratio of the Group, was 0.3 (30 June 2021: zero gearing
ratio, defined as the Group’s total borrowings to equity attributable to owners
of the Company was zero) the calculation of which was based on the Group’s
total borrowings of approximately HK$28.5 million and equity of the Company
of approximately HK$113 million (30 June 2021: no borrowings). The
maintenance of such level of liquid assets is necessary for Multitone to keep
its business running smoothly under the current business cycle, while allowing
some room for business expansion in UK.

As at 31 December 2021, the Group’s total borrowings are made up of the
amount due to a previous director of approximately HK$2 million (30 June
2021: approximately HK$2 million) and amounts due to previous ultimate
holding company and its subsidiaries of approximately HK$26.5 million (30
June 2021: approximately HK$25 million). The Group incurred finance cost of
approximately HK$352,000 for the Period (31 December 2020: approximately
HK$436,000).

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 period under review, there was no
currency risk exposure associated with the Group’s borrowings.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Liquidity and Financial Resources (Continued)

Treasury Policy (Continued)

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 expenses and, where exposure to material
foreign exchange risk is anticipated, appropriate hedging instruments will be
used.

Capital Commitments
As at 31 December 2021, the Group did not have any material capital
commitments authorised but not contracted for (30 June 2021: nil).

Charges

Certain property, plant and equipment of the Group with the aggregate
carrying amounts of approximately HK$10.8 million (30 June 2021:
approximately HK$11.0 million) and the future income to be generated from
those contracts of service and equipment rental with an aggregate amount of
approximately HK$43 million (30 June 2021: approximately HK$43 million)
have been pledged as collaterals for the defined benefit retirement scheme of
certain subsidiaries operating in UK.

Save as disclosed above, the Group did not have any charges on assets as
at 31 December 2021.

Contingent Liabilities
The Group had no material contingent liabilities as at 31 December 2021 (30
June 2021: nil).

Significant Investments Held, Material Acquisitions
and Disposals of Subsidiaries, Associates and Joint
Ventures, and Future Plans for Material Investments
or Capital Assets

Save as disclosed in this report, there were no other significant investments
held, no material acquisitions or disposals of subsidiaries, associates and joint
ventures during the six months ended 31 December 2021.
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MANAGEMENT DISCUSSION AND
ANALYSIS (Continued)

Human Resources and Remuneration Policy

As at 31 December 2021, the Group employed about 170 staff around the
globe. Staff costs of the Group amounted to approximately HK$32.5 million
for the six months ended 31 December 2021 (31 December 2020:
approximately HK$27.3 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.

OTHER INFORMATION

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

As at 31 December 2021, 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:
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OTHER INFORMATION (continued)

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

Notes:

1. As at 31 December 2021, these shares of the Company were held by Innovative City
Investments Limited, which is wholly-owned by Mr. Chan Koon Wa, the current
Chairman and executive director of the Company. Mr. Chan Koon Wa is deemed to be
interested in 136,628,444 shares of the Company, representing approximately 62.95%
of the issued share of the Company held by Innovative City Investments Limited.

2. The letter “L” denotes the Director’s long position in the shares of the relevant
associated corporation.

Save as disclosed above, none of the Directors or chief executive of the
Company had any interest or short position in the shares, underlying shares
or debentures of the Company or any of its associated corporations (as
defined in Part XV of the SFO), as at 31 December 2021 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

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

Other than the share option schemes of the Company 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 under
the share option schemes of the Company since their adoption.
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OTHER INFORMATION (continued)
Substantial Shareholders

As at 31 December 2021, so far as is known to the Directors, the following
corporations or persons (other than the Directors or chief executive of the
Company disclosed in the paragraph headed “Directors’ and chief executive’s
interests and short positions in securities” above) had interests or short
positions 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:

Name of Shareholder Capacity
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Note: The letter “L” denotes the shareholder’s long position in the shares of the Company.

* The percentage represents the number of shares of the Company involved divided by
the number of the Company’s issued shares as at 31 December 2021.

Save as disclosed above, as at 31 December 2021, 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.
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OTHER INFORMATION (continued)

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 2021, 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 Director, Ms. To Yin Fong Cecilica is not appointed for a
specific term, however, 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.

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

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in information of
the Director is set out below:

As at 31 December 2021, Mr. Liu Ka Lim has received HK$540,000 as a
special one-off bonus.

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

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.
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OTHER INFORMATION (continued)
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 2021, 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. Ip Wai
Lun William. The Audit Committee has reviewed the Group’s unaudited
condensed consolidated interim results for the six months ended 31
December 2021; and 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.

By Order of the Board
Chan Koon Wa
Chairman

Hong Kong, 25 February 2022
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