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KANTONE (UK) LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 30 JUNE 2019

The directors present the strategic report for the year ended 30 Juna 2019.

Review of the business

Kantone {UK) Lid doces not trade as it is the halding company of the Multitone Electronics PLC group of companies. All of
the consolidated numbers in these reports and accaunts reflect the trading of the Multitone Group except for the addition
of the investment that Kantone (UK} Ltd has in Multitone.

The principal activity of the group is the design, manufacture and supply of integrated wireless communication systams
and solutions for sale and lease. The 2018/19 trading year has benefited from a continuing strong general economic
climate specifically in the United Kingdom despite the uncertainty generated by Brexit.

Software scluticns are beginning to become more important as the supporting technology improves in performance and
the group is seeing a very gradual change from hardware to software. It is the view of the Board that this will remain as a
gradual change as smart phones and the infrastructure that supports them are still nat reliable encugh or fast enough. 1o
use in critical communications situations.

The full board meets half yearly and the executive board monthly in the intetim, to discuss the performance of the
business. Comparisons are made to the five year strategic plan and the one year operational budget with any variances
discussed and actions decided upon to ensure that the business continues to achieve or exceed its objectives.

The Group’s strategy and future developments

Kantone's objectives are ones of sustainable growth within its current and new markets. Kantone will continue to invest in
new product and markel development, capitalising on its current position as the market leader in critical messaging.
Kantone will continue to adapt and adopt emerging technologies as well as developing its own innovative products,
aiming to be the first to market with reliable and robust solutions. The group is examining new geographical regions for
it's products in the coming months.

The development and performance of the Group's business during the year

Even though the profit for the year saw a healthy positive number, the company’s defined benefil pension scheme still
presents a challenge due to the continued technical deficit on the defined benefit pension fund and therefore the directors
cannot recommend the payment of a dividend (2017: £nil). As a resull, the profit for the year is transferred to resaerves.

a) Main trends and factors likely to affect the future development, performance and position of the company’s business.
The detailed results for the year ended 30 June 2019 are set out in the censolidated profit and loss account on page 11.
Turnover for the year was £14,197,000 (2018: £13,367,000) a increase of £830,000 or £.21%, and the profit on ordinary
aclivities before taxation was £1,641,000 (2018; profit of £1,104,000) a 48.64 % increase. The profit for the financial year
to 30 June 2019 after taxation was £1,704.000 (2018: profit of £1,117,000), a increase of 52.55 %.

One of the group’s key measures of effectiveness of its operations is calculating gross margin after direct cost of sales.
Tha group achieved a gross margin after direct cosls of 53.2% (2018: 47.2%).

The group's cash levels have increased by £1,737,000 from £5,158,000 at the 2018 year-end, to £6,895,000 at the end
of the current financial year. Income Is generated from the turnover of the business and expenditures made on its’
operation, research and development.

Contributions to the company pansion scheme were in the form of an asset backad contribution (ABC}) using a Scottish
Limited Partnership and the repayment plan agreed by The Pension Regulator.

The group continues to embrace new technologies as they become available and to develop alternative communications
technologies for the nen-critical markat using RFID, Wi-Fi, smart phones apps and infrastructure while recognising their
weaknesses for the critical communication markets where Multitone radio based systems excel.




KANTONE (UK) LIMITED

STRATEGIC REPORT {CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

b} Environmental matters (including the impact of the company's business on the environment), and carbon footprint

The company and its products comply with The Producer Responsibility Obligations {Packaging Waste) Regulations, The
Waste Batteries and Accumulators Regulations, Restriction of Hazardous Substances (RoHS) requirements, Waste
Electrical and Electronic Equipment (WEEE), and Control of Substances Hazardous te Health (CoSHH). As an SME,
Kantene is not required to report on its CO2 emissions however, as a subsidiary of an ultimate holding company that is
quoted on the Hong Kong Stock exchange, we do supply our ESG (Environmental, social and governance) data to them
and as a result still monitor how well the businass parforms in this regard.

The Board is pleased to repart that it complies with the relevant legislation and regulations in respect to ESG mattars and
operates well within local and international guidelines. We have adepted, where appropriate, the reporting required by the
London Stock Exchange as laid out in their publication of January 2018 called “Your Guide to ESG Reporting” which has
international scope even though it is not a requirement for a company of Kantone's size.

¢} Staff, including the number of persons of each sex who were employees of the company

{i) the number of persons of each sex who were directors of the company;

Male 10, Female 6

{il) the number of persans cf each sex whe were senior managers of the company (other than persons falling within
sub-paragraph (i)).

Male 8 Female 1

In the employment, training and advancement of disabled persons, Kantene is an equal opportunities employer that
complies with the requirements of the Equality Act 2010. Disabled individuals are treated to the same rights and
opportunities as able-bodied ones in every aspect of the company, recognising that it also has te comply with the Health
and Safety at Work Act and not put any of its employees at risk.

Invalvemeant of emplayees in the affairs, policy and performance of the company:

Employees, supetvisars, managers, senior managers and directors all work towards the sustainable growth of the
business. Participation in the selting of annual budgets and making sure that they are achieved or exceeded is expacted
from all of Kantone's staff.

d) Social, community and human rights issues, including information about any policies of the company in relation to
those matters and the effectiveness of those policies

{i) Kantone (LK) Limited uphalds the highest standards of human rights.

{il) Kantona (UK) Limited always cbeys the laws and requirements of the countries in which it operates and follows the
UK Foreign Office advice on permitted nations in which we can trads.

{iiy Kantone (UK) Limited also follows their advice on protecting aur staff by not putting them at risk in countries that the
Forzign Office has classified as unsafe for travel.

{iv) Kantona {JK) Limited complies with all of the currant statutory and regulatory requirements in relation to the
environment.

{v} Kantone {UK) Limited does not enter into any agreement with customers, suppliers, partners, dealerships or any other
arganisation that requires bribes, solicitation or extortion.

{vi) Kantone {JK) Limited will always comply with the taxation law of the country it is cperating in.

{vii) Kantone (UK} Limited complies with the Medem Slavery Act 2015 and has included anti-slavery terms into its supply
chain agresment




KANTONE (UK) LIMITED

STRATEGIC REPORT {CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

The position of the group at the year end
The group has net assets of £11,588,000 (2018 £10,242,000), however excluding the company defined benefit pension
scheme the company has a net worth of £9,343,000 (2018 £8,158,000).

The directors have carried out an impairment review of its assets al the end of the financial year. It has examined the
canying value of the major tangible and intangible assets and made references to open market valuations, market prices,
economic indaxes, profassional opinion and ongoing profit genaration. It is the Directors' view that there is no evidence
that a permanant diminution in asset value has taken place and as such no adjustment has been made at this time. The
last formal valuation of the property owned by Kantone was this year end and is scheduled to be completed every five
years in line with FRS102. A formal valuation of the properties was carried out and the properties increased in value.

The group's own pensicn fund continues to influence the balance sheet as the world markets fluctuate. This saw values
of the investment pertfolios struggle during this financial year and liabilities increased because of the strategies employed
in the available markets. The gap between pension fund assets and liabilities increased due to the lower performance of
investments despite the hedge which performed well ta eliminate most of the negative effects.

The pension accounts have beean prepared tc FRS102. Tha Net Assets are £2,215,000 at the end of June 2019
compared to Net Assets of £2.084,000 as it was at the end of June 2018. It is the group’s intension to continue
supporting the pension fund and eliminate the technical value of the deficit entirely. There is a Pension Regulatar
approved formal plan to do this.

The gap in the pension fund between its assets and liabilities is covered by UK Government rules which require the
implermentation of an officially approved repayment plan and a payment of an annual Pension Protection Levy where
should the company hecome ganuinely insclvent, the Protection Fund steps in to cover the majarity of the deficit. Due to
both of these factors, the repayment of this liakility is long term and is protected fram diverting the company's assets
towards cavering its other liabilities. While the pension shaws a surplus, the company will continue to make contributions
until it is in a position to buy back the assets invested in the scheme through the Multitone Scottish Limited Parthership.

The detailed five year plan continues to be implemented effectively and continues to be refined and developed as the
husiness environment changes but the main objeclives remain and are still on target. During the financial vear the board
undertook a review of the main targets of the business to ensure that they match the expectations of the markets,
shareholders and other interested parties. It confirmed that research and development remains key to the future of the
business with new products and innavations being rolled out on a regular basis each year.

The group has considerable financial resources therefore the directors believe that the group is well placed to manage its
business risks successfully. It is still the Directers’ intention to exercise a cautious, risk adverse approach for the
foreseeable future.

The Directors continue to adopt the going concern basis in preparing the annual report and financial statements.

It is noticeable that credit rating agencies frequently fail to understand this distinction between a valuation of the balance
with and without the pensicn in it and the protected status that this liability enjoys.




KANTONE (UK) LIMITED

STRATEGIC REPORT {CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

Principal risks and uncertainties

The group operates in a competitive market which is a continuing risk to the group and could result in losing sales tc key
compstitors. The group manages this risk by providing value added services to its customers, maintaining strong
relationships with customers and providing new and innovative solutions o customer needs.

Tha group’s sales to its customers in Europe are in Euros, and fo its customers in othar countries in US Dollars, and
therefcre the group is exposed to movements in the Euro and US Dollar to pound exchange rate. The group also sources
products in Euros and US Dellars and therefore minimises the risk of exchange rate fluctuations by the operation of both
Eurc and US Dollar currency bank accounts.

The group trades with companies and organisations in 146 countries around the world. This geographical spread
facilitates a reduced exposure to any particular region of the world where trading risks may accur.

Brexit is one such exposure that could have some impact on Kantone but there are opportunities to take advantage of in
2 multiplicity of locations.

The group’s pension fund continues to place a financial demand for cash to plug the gap between assets and liabilities.

The olher area of risk is the extenl of public sector expenditure, The NH3 is under constant pressure from the
government to cut spending and the Fire Brigades 1o seek economies of scale by joining their operations together. In the
meantime Kantone is continuing to gain market share in non-government areas of business that are showing an
increased appetite for its products, especially the latest innovatians.

Credit risk is managed by ensuring that transactions are only undertaken with businesses of good standing and have an
appropriate credit rating along with referencas that are verified. The group's customers are frequently organisations that
are backed by the government of the United Kingdom and are therefcre a low credit risk. Bad debts are very rare but
unusually the Kantone Group has experienced three in the financial year but none of them was significant.

Corporate Governance

The group veluntarily complies with such elements of the Financial Reporting Council's “The UK Corporate Governance
Code” ('the Code’) (issued in April 2018) as the Directors cansider it appropriate for a private company of its size. On 16
July 2018 the FRC published the updated UK Corporate Governance Cede. The naw Code applies to accounting periads
beginning on or after 1 January 2019 and will be adopted by Kantone (UK) Limited cnce approved. The group has a
written policy statement that applies the Code to Kantene (UK) Limited and explains in detail what systems, processes
and documentation exists to ensure that the Code’s recommendations are applied in a consistent way.

The full board meet half yearly and the executive board monthly in the interim. The board's role is to constructively
challenge and help develop proposals on strategy, tactical and operational performance of the group. They also agree
pperational budgets and capital expenditure whilst monitoring the reporting of the financial performance against thase
and satisfying themselves of the integrity of the infarmation. They are also responsible for making sure that the financial
controls are robust, defensible and are suitable for controlling risk. They are responsible through the remuneration
committee for the setting of the appropriate levels of remuneration of the executive and non-executive directors and have
a prime role in the appointment and where necessary, the removal cf directors.

There is no internal audit function cr audit committee given the limited complexity of operations the directors believe
appropriate review procedures are already in place.




KANTONE (UK) LIMITED

STRATEGIC REPORT {CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

Ultimate Parent Company

Champion Technaology Holdings Limited is regarded as the ultimate parent and is a quoted company on the Hong Kong
stock exchange. There are no shareholders thal can be regarded as having a controlling interest in the parent company.
Tha largest shareholder is Worldwide Peace Ltd who owns 13.75% of Champicn’s shares. The shares of Worldwide
Peace Limited are 100% owned by Ms Winny Wong who is also an the Board of Champion and Multitene. The next
largest is Paul Poon Tak Chun whe holds 7.9% of Champion’s shares.

Champion Technology Holdings Ltd owns 64.9% of the Kantone Group which includes Kantone {UK) Limited. This
means that Ms Winny Wong's total of 13.75% shares in Champion is diluted to 8.9375% in the Kantcne Group. The other
35.1% of the shares in the Kantong group are fraded on the Hong Kong steck exchange and there is ne single investor
who has any contralling interest.

On behalf of the board

Stephen Gentry
Director
2 December 2019




KANTONE (UK) LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2019

The directors present their annual report and financial statements for the year ended 30 June 2019.

Principal activities

The principal activity of the group is the design, manufacture and supply of integrated wireless communication systems
and solutions for sale and |ease.

Directors

The directors who held office during the year and up to the date of signature of the financial statements were as fallows:

Siephen Gentry

Wai Chan {Resigned 31 Octaber 2019)

Ka LaiLau {Resigned 31 October 2019)

Philip L Lawrence {Appointed 1 Navember 2019)
So Ying Lam {Appointed 1 November 201€)
Ka Lim Liu {Appointed 1 November 201¢)
Terry Miller {Appointed 1 November 201€)
Frank Rotthoff {Appointed 1 November 2018)
Man Tat Li {Appointed 1 November 201%)

Results and dividends
The results for the year are set out on page 11.

No erdinary dividends were paid. The directors do not recommend payment cf a further dividend.

Auditor
The auditor, Maoore, is deemed to he reappointed under section 487(2) of the Companies Act 2006,

Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected ta prepare the financial stateaments in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law). Under campany law the directors must not approve
the financial statements unless thay are satisfied that they give a true and fair view of the state of affairs of the group and
company, and of the profit or loss of the group for that period. In preparing these financial statements, the directors are
required to:

. select suitable accounting policies and then apply them consistently;

. makea judgements and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explainad in the financial statements;

» prepare the financial statemeants on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group's
and company’s transactions and disclose with reasonable accuracy at any time the financial position of the group and
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
respansible for safeguarding the assets of the group and company and hence for taking reascnable steps for the
prevention and detsction of fraud and other irregularities.




KANTONE (UK) LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is na relevant audit
information of which the auditor of the company is unaware. Additionally, the directors individually have taken all the
necessary steps that they cught to have taken as directors in order to make themselves aware of all relevant audit
information and 1o establish that the auditor of the company is aware of that information.

On behalf of the board

Stephen Gentry
Director

2 December 2019




KANTONE (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF KANTONE (UK) LIMITED

Opinion

We have audited the financial statements of Kantone (UK) Limited (the 'parent company') and its subsidiaries {the
‘group’) far the year ended 30 June 2019 which comprise the graup profit and loss account, the group statement of
comprehensive income, the group balance sheet, the company balance sheet. the group statement of changes in equity,
the company statement of changes in equity, the group statement of cash flows, the company statement of cash flows
and notes to the financial statements, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of ireland (United Kingdom
Generally Accepled Accounting Practice).

In our gpinion the financial statements:
* give a true and fair view of the state of the group's and the parent company's affairs as at 30 Juna 2019 and of the
group's profit for the year then ended;
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
* have been prepared in accardance with the requiraments of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) {ISAs (UK)) and applicable law. Qur
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the financia!
statements section of our report. We are independent of the company in accardance with the ethical requirements that
are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nathing to report in respect of the following matters in relaticn to which the ISAs (UK) require us to report to you
where;
* the directors’ use of the going concern hasis of accounting in the preparation of the financial statements is not
appropriate; or
* the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the group's or the parent company's ability to cantinug to adopt the going concern basis of
accounting far a periad of at least twelve months from the date when the financial statements are authorised for
issue.

QOther information

The directors are responsible for the other information. The other information comprises the information included in the
annual report, other than the financial staternents and our auditor’s report thereon. CQur opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do
not express any form of assurance gonclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If we Identify such matarial inconsistencies or apparent
material misstatements, wea are required to detarmine whether there is a material misstatement in the financial
statements cr a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.




KANTONE (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF KANTONE (UK) LIMITED

Opinions an other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
* the information given in the strategic report and tha directors' report for the financial vear for which the financial
statements are prepared is consistent with the financial staterments; and
* the strategic report and the directors’ report have baen prepared in accordance with applicable legal requiremants.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the group and the parent company and its environment abtained in the
course of the audit, we have not identified material misstatements in the strategic report and the directors' report.

We have nothing to report in respect of the following matters where the Companies Act 2004 requires us to report to you
if, in cur opinion:

* adequate accounting records have not baan kept by the parent company, ar returns adequate for our audit have
not been received from branches nat visited by us: or

* the parent company financial statements are not in agreement with the accounting records and returns; or

* certain disclosures of directors' remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation of the
financial statements and for baing satisfied that they give a true and fair view. and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor's responsibilities for the audit of the financial statements

Qur objectives ara to obtain reasonable assurance about whether the financial statements as a whole are free fram
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducled in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if. individually or in the aggregate, they could reasonably be expected to influance the econcmic
decisions of users taken on the basis of these financial statements.

A further description of our responsihilities for the audit of the financial statements is located on the Financial Reporting
Council's websile at: htip:/iwww fre.org.uk/auditorsresponsibilities. This description forms part of our audilor's report.




KANTONE (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF KANTONE (UK) LIMITED

Use of cur report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companiss Act 2006. Our audit work has been undeartaken so that we might state to the company’s members thase
matters we are required to state to them in an auditor's report and for no other purpase. To the fullest extent permitted by
law. we do not accept or assume respansibility to anycne other than the company and the company’s membars as a
body, for our audit work, for this report, ar for the opinions we have formed.

Mohamedraza Mavanl FCA {Senlor Statutory Audiltor)
for and on behalf of 4 December 2019

& MOORE

Chartered Accountants

Statutory Auditor Rutland House
Minerva Business Park
Lynch Wood
Peterborough
PE2 6PZ

-10-




KANTONE (UK) LIMITED

GROUP PROFIT AND LOSS ACCQUNT
FOR THE YEAR ENDED 30 JUNE 2019

Notes
Turnover 3
Cost of sales
Graoss profit
Distribution costs
Administrative expenses
Other operating income
Operating profit 4
Interest receivable and similar income 8
Interest payable and similar expenses 9
Profit before taxation
Tax on profit 10

Profit for the financial year

2019
£'000

14,197
(6,653)

7,544

(2,882)
(3,304)
281

1,839

2018
£'000

13,367
(7,058)

8,311

(2,673)
@.717)
23

944

175
(15)

1,104

1,77

11 -




KANTONE (UK) LIMITED

GROUP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018

£'000 £'000
Profit for the year 1,704 1177
Other comprehensive income
Actuarial {loss)gain on defined benefit pensicn schemes (181} 3,33
Currency translation differences 7 19
Other comprehensive incame for the year 174) 3,350
Total comprehensive income for the year 1.530 4,527

12 -




KANTONE (UK) LIMITED

GROUP BALANCE SHEET
AS AT 30 JUNE 2019

Fixed assets
Intangible assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabilities

Total assets less current llabllitles

Creditars: amounts falling due after more
than one year

Provisions for liabilities

Net assets excluding pension surplus
Defined benefit pension surplus

Net liabilities

Capital and reserves

Called up share capital

Revaluation reserve

Profit and loss reserves

Total equity

Notes

1

12

15
16

17

18

19

21

22

2019
£'000

2,020
6,999
6,896

15,915

(28.204)

2018
£'000 £'000

1,426
2,310

3,736

1,854
5,855
5,168

12,867

(25,434)

(12,289)

(8,553)

(1,589)

{136)

{10,278)

2,215

(6,063)

5,500
125
(13,688)

(8,083)

£'000

1,436
2,182

3,618

(13,467

(9,849)

(1,495)

(119)

(11,463)

2,084

(8,379)

5,500
16
(14,695)

(9,379

The financial statements were approved by the board of directors and authorised for issue on 2 December 2018 and are

signed on its behalf by:

Staphen Gentry
Director

13-




KANTONE (UK) LIMITED

COMPANY BALANCE SHEET
AS AT 30 JUNE 2019

Fixed assets
Invastments

Current assets
Debtors

Creditors: amaunts falling due within one
year

Net current liabilities

Total assets less current liabilities
Capital and reserves

Called up share capital

Profit and loss reserves

Total equity

Notes

13

16

17

22

2019
£'000

100

(19.722)

£'000

9,465

(19,622)

(10,157)

(10,157)

2018
£'000

100

(19,722)

£'000

9,465

(19,622)

(10,157)

As permitted by s408 Companies Act 20086, the company has not presented its own profit and loss account and related
notes. The company's profit for the year was ENil (2018 - £Nil).

The financial statemenis were approved by the board of directors and authorised for issue on 2 December 2018 and are

signed on its behalf by:

Stephen Gentry
Director

Company Registration No, 02833057

14 -




KANTONE (UK) LIMITED

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019

Share capital Revaluation  Profit and Total
reserveloss reserves
£'000 £'000 £'000 £000

Balance at 1 July 2017 5,500 26 (19,422) (13.894)
Year ended 30 June 2018:
Profit for the year - - 1,177 1,177
Other comprehensive income:
Actuarial gains on defined benefit plans - - 3,331 3,331
Currency translation differences - - 19 19
Total comprehensive income for the year - - 4,527 4,527
Other mavements - (10) - (10)
Balance at 30 June 2018 5,500 16 (14,895) (9.379)
Year ended 30 June 2019:
Profit for the year - - 1,704 1,704
Other comprehensive income:
Actuarial gains on defined benefit plans - - (181) {181)
Currency translation differences - - 7 7
Total comprehensive incame for the year - - 1,530 1,530
Transfers - - (323) (323)
Other movements - 109 - 109
Balance at 30 June 2019 5,500 125 (13,688) (8,063)

-15-




KANTONE (UK) LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019

Share capital Profit and Total
loss reserves
£'000 £'000 £000
Balance at 1 July 2017 5,500 (15,657) (10.157)
Year ended 30 June 2018:
Profit and total comprehensive income for the year - -
Balance at 30 June 2018 5,500 (15,657) {10.157)
Year ended 3¢ June 2019:
Profit and total comprehensive income for the year - -
Balance at 30 June 2019 5,500 (15,657) (10,157)
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KANTONE (UK) LIMITED

GROUP STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2019

Notes
Cash flows from operating activities
Cash generated from operations 25
Interest paid
Income taxes refunded/{paid)
Net cash inflow from operating activities
Investing activities
Purchase of intangible assets
Purchase of tangible fixed assels
Interest received

Net cash used in investing activities

Financing actlvitles
Repayment of bank loans

Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Effect of forsign exchange rates

Cash and cash equivalents at end of year

2019
£'000

(535)
(125)

£'000

2,364
32

2,396

(658)

1,738

5,158

6,896

2018
£'000

(479)
(95)
175

{360}

£'000

1,229
(15)

1,214

(399)

(360)
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1.1

1.2

1.3

1.4

Accounting policies

Company infarmation
Kantone (UK} Limited {"the company”} is a private limited company domiciled and incorporated in England and
Wales. The registered office is Multitone House, Shortwood Copse Lane, Kempshott, Basingstoke, RG23 7NL.

The group consists of Kantene (UK) Limited and all of its subsidiaries.

Accounting convention
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” {'FRS 102") and the requirements of the Companies Act 20086,

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary a
mounts in these financial statements are rounded to the nearest £1000.

The financial statements have been prepared under the historical cost convention, modified to include the
revaluation of freehold properties and to include investment proparties and certain financial instruments at fair
value. The principal accounting policies adopted are set out below.

Basis of consolidation

The group financial statements consolidate the financial statements of Kantone {UK) Limited and all of its
subsidiaries drawn up g 30 June each year. Kantone {UK} Limited has taken the permitted exemption from the
disclosure requirement required in FRS 102 Sections 11 & 12 for qualifying entities. All subsidiaries of the group
are included on the purchase method of accounting.

Na profit and lass account is presented for Kantone {UK) Limited, the company only, as provided hy Section 408 of
the Companies Act 2006. Included in the consolidated profit for the financial year is a profit for the year of £Nil
(2018: ENil) which was attributable 1o the shareholders of Kantone (UK) Limited.

Going concern

At the time of approving the financial statements, the directars have a reasonable expectation that the company
has adequate resources to continue in operational existence for the foreseeable future. Thus the directors continue
to adopt the geoing concern basis of accounting in preparing the financial statements.

Turnover

Turnover principally comprises the invoiced value of goods and services supplied by group companies to third
parties and in addition the group makes sales under finance leases terms and receives rental income from
equipmeant hire. Amounts recovarable in respect of finance lease sales are included in the balance sheet on the
basis of costs of cpen contracts less accumulated amartisation.

When the group is engaged in the supply of goods and services under contracts which in total may exceed one
years in duration, turnover comprises the invoiced value of work carried out to the accounting date. To the extent
that the billings are recorded in advanced of the relevant turnover, these are included in deferred income, Turnover
is exclusive of VAT and relevant sales taxes and after elimination of all intercompany transacticns, and is net of
returns, trade discounts and allowances.

Rental income frem equipment hire is recagnised on a straight line basis over the life of the lease. Interest
raceivable under finance lease is racognised in the profit and loss account in propertion to the capital amount
outstanding.
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

1.5

1.6

1.7

1.8

Accounting policies {Continued)

Research and development expenditure
Research expenditure is written off against profits in the year in which it is incurred. Identifiable development
expenditure is capitalised to the extent that the fechnical, commercial and financial feasibility can be demaonstrated.

Intangible flxed assets other than goodwlll
Intangible assets acquired separately from a business are recognised at cost and are subsequently measured at
cost less accumulated amortisation and accumulated impairment losses.

Intangible assets acquired on husiness combinations are recognised separately from goodwill at the acquisition
date where it is probable that the expected future economic benefits that are attributable to the asset will flow to the
entity and the fair value of the asset can bg measursd reliably.

Amortisation is recognised so as to write off the cost or valuation of assels less their residual values over their
useful lives on ths following bases:

Research and development intangibles Maximum of 5 years
Tangible fixed assets
Tangible fixed assets are initially measured at cost and subsequently measured at cast or valuatien, net of

depreciation and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over their
useful lives on the following bases:

Freehold land and buildings Held at valuation
Leasehold land and buildings Held at valuation
Flant and equipment 3- 10 years

The gain or loss arising an the dispesal of an asset is determined as the differanca between tha sale proceeds and
the carrying value of the assel, and is recognised in the profit and loss account.

Fixed asset investments

Interests in subsidiaries, associates and jointly controlled entities are initially measured at cost and subsequently
measured at cost less any accumulated impairment losses. The investments are assessed for impairment at each
reperting date and any impairment losses or reversals of impairment losses are recognised immediately in profit or
loss.

A subsidiary is an entity controlled by the group. Control is the power to govemn the financial and operating policies
of the entity so as to obtain benefits from its activities.

An associate is an entity, being neither a subsidiary nor a joint venture. in which the company holds a long-term
interest and where the company has significant influence. The company considers that it has significant influence
where it has the power to pariicipate in the financial and aperating decisions of the asscciate.

Entities in which the group has a long term interest and shares control under a contractual arrangement are
classified as jointly controlled entities.
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

1

189

Accounting policies {Continued)

Impairment of fixed assets

At each reporting period end date, the graup reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exisis. tha recoverable amount of tha asset is estimated in erder to determine the extent of the impairment loss (if
any). Where it is not possible to estimate the recoverable amount of an individual asset, the company estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

The carrying amount of the investments accounted for using the equity method is tlested for impairment as a single
asset. Any goodwill included in the carrying amount of the investment is not tested separately for impairment.

Recoverable amcunt is the higher of fair value less costs te sell and value in use. In assessing value in use, the
estimated future cash flows are discounied to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset {or cash-gensrating unit) is estimated to be less than its carrying amount, the
carrying amount of the assel {or cash-generating unit} is reduced 1o its recoverable amount. An impairmant loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case
the impairment loss is freated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if. the reasons far the Impairmant lass have ceased to
apply. Where an impairment loss subsequently revarses, the carrying amaount of the asset (ar cash-generating unit)
is increased to the revised estimate of its recoverable amaount, but so that the increased carrying amount does net
exceed the carrying amount that would have been determined had ne impairment loss been recegnised for the
asset (or cash-generating unit) in pricr years. A reversal of an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost comprises
direct materials and, where applicable, direct [abour costs and those overheads that have been incurred in bringing
the stocks to their present location and condition.

Stocks held for distribution at no or nominal consideration are measured at the lower of replacement cost and cost,
adjusted where applicahle for any loss of service potential.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of stocks over
its estimated selling price less costs to complete and sell is recognised as an impairment loss in profit or loss,
Reversals of impairment losses are also recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with banks,
other short-term liquid investments with original maturities of three months or less, and bank overdrafis. Bank
overdrafts are shown within borrowings in current liakilities.
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

Accounting policies {Continued)

Financial instrumants
The group has slected tc apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Gther
Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the group's balance sheet when the group becomes party to the
contractual provisions of the instrument.

Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to
realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction
price including transaction costs and are subsequently carried at amortised cost using the effective interast method
unless the arrangement constitutes a financing transaction, where the fransaction is measured at the present value
of the future receipts discounted at a market rate of interest. Financial assets classified as receivable within one
year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or joint
ventures, are initially measured at fair value, which is normally the transaction price. Such assets are subsequently
carried at fair value and the changes in fair value are recognised in profit or loss, excepl that investments in equity
instruments that are naot publicly traded and whose fair values cannot be measured reliably are measured at cost
less impairment.

fmpairment of financial assels
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected. If an
asset is impaired, the impairment loss is the difference between the carrying amount and the present value of the
esfimated cash flows discounted at the assel's original effective inleres! rate. The impairment loss is recognised in
prefit or loss.

If there is a decrease in the impairment loss arising from an event cccurring after the impairment was recognised.
the impairment is reversed. The reversal is such that the current carrying amount does not exceed what the
carrying amount would have been, had the impairment not previously been recognised. The impairment reversal is
recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or are
settled. or when the group transfers the financial asset and substantially all the risks and rewards of ownership to
another entity, or if some significant risks and rewards of ownership are retained but control of the asset has
transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets of
the group after deducting all of its liabilities.
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

114

Accounting policies {Continued)

Basic financial abilities

Basic financial liabilities, including ereditors, bank Ioans, loans from fellow group companies and preference shares
that are classified as deht, are initially recognised at transaction price unless the arrangement constitutes a
financing transaction, where tha debt instrument is measured at tha prasant value of the future payments
discounted at a market rate of interest. Financial liabilities classified as payable within one year are not amortised.

Debt instruments are subsequently camied at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for gocds or services that have been acquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within one vear or
lass. If not, they are presented as non-currant liabilities. Trade creditars are recognised initially at transaction price
and subsequently measured at amorlised cost using the effective interest method.

Other financial liabilities

Derivalives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair valuz on the date a derivative contract is entered into and
are subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in profit or
loss in finance costs or finance income as appropriate, unless hedge accounting is applied and the hedge is a cash
flow hedge.

Debt instruments that do not maet the conditions in FRS 102 paragraph 11.9 are subsequently measured at fair
value through profit or loss. Debt instruments may be designated as being measured at fair value though profit or
loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their performance
evaluated on a fair value basis in accordance with a documented risk management or invesiment strategy.

Derecognition of financial liabilities
Financial liahilities are derecognised when the group's contractual obligations expire or are discharged or
cancelled.

Equity instruments
Equity instruments issued by the group are recorded at the proceeds received, net of transaction costs. Dividends
payable on equity instruments are recognised as liabilities once they are no longer at the discretion of the graup.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxahle profit far the year. Taxable profit differs from net profit as reported in
the profit and loss account because it excludes items of income or expense that are taxable or deductible in othar
years and it further excludes items that are never taxable ar deductible. The group’s liability for current tax is
calculatad using tax rates that have been enacted or substantively enacted by the reporting end date.
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

147

Accounting policies {Continued)

Deferred tax

Deferred tax liabilities are generally recognised for all timing differances and deferred tax assets are recognised to
the exient that it is probable that they will be recovered against the reversal of deferred 1ax liabilities or other future
taxable profits. Such assets and liabilities are not racognised if tha timing difference arises from goodwill or from
the initial recognition of other assets and liabilities in a transaction that affects neither the tax profit nor the
accounting profit.

The carrying amount of deferred tax assels is reviewed at each reporting end date and reduced to the extent that it
is no longer prohable that sufficient taxable profits will be available to allow all or part of the asset to be recoverad.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised. Defarred tax is charged or craditad in the profit and loss account, except when it relates to items
charged or credited directly 1o equity, in which case the defarred tax is also deall with in equity. Deferred tax assets
and liabilities are offset if, and only if, there is a legally enforceable right to offset current tax assets and liabilities
and the deferred tax assets and liabilities relate to taxes levied by the same tax authority.

Provisions

Provisions are recognised when the group has a legal or constructive present obligation as a result of a past event,
it is probable that the group will be required to settle that obligation and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to seille the present
obligation at the reporting end date, taking into account the risks and uncertainties surrounding the obligation.
Where the effect of the time value of money is material, the amount expected to be required to settle the obligation
is recognised at present value. When a provision is measured at present value, the unwinding of the discount is
recognised as a finance cost in profit or loss in the period in which it arises.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are
required tc be recognised as part of the cast of stock or fixed assets.

The cost of any unused holiday entitlerment is recognised in the period in which the emplayee's services are
received.

Termination benefits are recognised immediately as an expense when the company is demonstrably committed to
terminate the employment of an employee or to provide termination benefits.

Retirement benefits
In the United Kingdom the group operates a defined contribution pension scheme; the employer's contributions are
charged directly to the profit and loss account.

In the United Kingdom the group also operates & defined benefit pension scheme; pension costs charges to the
prcfit and loss account relate to the current service costs of employees.

The costs of defined benefit pension plans and other post-employment medical benefits are determined using
actuarial valuations. The actuarial valuation involves making assumptions about discount rates, future salary
increases, mortality rates and future pension increases. Due to the complexity of the valuation, the underlying
assumption and the long term nature of these plans, such estimates are subject to significant uncertainty. In
determining the appropriate discount rate, managament consider the interest rates of corporate bonds in the
raspective currency with at least AA rating, with extrapolated maturities corresponding to the expected duration of
the defined benefit obligation.
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Accounting policies {Continued)

The underlying bonds are further reviewed for quality, and those having excessive credit spreads are removed from
the population bonds on which the discount rate is based, on the basis that they do not represent high quality
bonds. The mertality rate is based on publicly availatle mortality tables for the specific country. Future salary
increases and pension increases are based on expected future inflation rates for the respective country.

Leases

Rental income from operaling leases is recognised on a straight line basis over the term of the relevant lsase.
Initial direct costs incurred in negotiating and arranging an operating lease are added ta the carrying amount of the
leased assst and recognised on a straight line basis over the lease term.

Foreign exchange

Transacticns in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates
of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the reporting end date. Gains and losses arising on translation
are included in the profit and loss account for the peried.

Judgements and key sources of estimation uncertainty

In the application of the group's accounting policies, the directors are required to make judgements, eslimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical experience and othar factars that are
considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates

ars recognised in the period in which the estimate is revised where the revision affects only that period, or in tha
period of the revision and future periods where the revision affects both current and future periods.

Turnover and other revenue

2019 2018
£'000 £'000

Turnover analysed by geographical market
United Kingdom 9,969 7,592
North America 141 574
France and Germany 3,451 3,606
Other Eurapean Countries - 808
Rest of World 638 787
14,197 13,367

Sales in respect of finance leases and rental agreements included in lurnover above are as follows:

Finance lease sales in the year ended 30 June 2019 totalling £2,134,000 (2018: £2,192,000);
Income from equipment hire in the year ended 30 June 2019 totalling £1,037,000 (2018: £1,003.000).

Assets acquired in the year for the purpose of sale under finance leases totalled £823,000 (2018:
£505,000}.
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KANTONE (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2019

4 Operating profit

2019 2018

£'nao £'000
Operating profit for the year is stated after charging/{crediting):
Rasearch and development recognised as an expense in the year 248 77
Exchange losses/{gains} 54 (12)
Depreciation of owned tangible fixed assets 144 242
Amortisation of intangitle assets 545 609
(Gainyloss on disposal of tangible fixed assets 3 -
Cost of stocks recognised as an expense 3,161 5,221
Operating lease charges 217 473

During the year the Directors have revisiled the classificalion of expenses in the profit and loss account. As a result,
£2.661,000 of expenses which were included in cost of sales in the prior year have been reclassified to distribution
costs.

5 Auditor's remuneration

2019 2018
Fees payable to the company's auditor and associates: E'G00 £'000
For audit services
Audit of the financial statements of the group and company 5 5
Audit of the financial statements of the company's
subsidiaries 34 54
39 59

6 Employees

The average monthly number of persons (including directars} employed by the group and company during the year

was:

Group Company
2019 2018 2019 2018
Number Number Number Number

Development and manufacturing 48 51 -
Sales and service &a 81 - -
Administration 36 40 - -
172 172 - -
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6 Employees {Continued)

Their aggregate remuneration comprised:

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £'000
Wages and salaries 5,964 9,582 - -

Social security costs 852 1,221 -
Pensicn costs 265 504 - -
7,081 11,307 - -

7 Directors’ remuneration

2019 2018
£'go0 £000
Remuneration for qualifying services 858 841
Pension contributions 76 66
1,034 907

The number of directors for whom retirement benefits are accruing under defined bensfit schemes
amounted to 1 (2018 - 2).

Remuneration disclosed abave includes the following amounts paid to the highest paid director:

2019 2018
£'000 £'000
Remuneration for qualifying services 183 182
Pension contributions 10 10
B Interest receivable and similar income
2019 2018
£'000 £000
Interest income
Interest on bank deposits 2 175
9 Interest payable and similar expenses
2019 2018
£'000 £000
Interest on financial liabilities measured at amortised cost:
Interest on bank overdrafts and loans - 15
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10

Taxation
2019 2018
E'0oo E'000
Current tax
UK corporation tax on profits for the current periad {63) (73)

The actual credit for the year can be reconciled to the expected charge for the year based on the profit or loss and
the standard rate of tax as follows:

2019 2018

£'000 £'000
Profit before taxation 1,641 1,104
Expectad tax charge based on the standard rate of corparation tax in the UK of
12.00% (2018: 19.00%) 32 210
Tax effact of expenses that are not deductible in determining taxable profit 2 -
Tax effact of utilisation of tax losses not previously recognised {290} (8)
Research and development tax credit {100} (135)
Other permanent differences 13 (142)
Taxation credit (B3} (73)

A deferred tax asset has been recognised in respect of timing differences relating te trading losses and depreciation
in excess of capital allowances as it is considered as mare likely than not that there will be suitable taxable profits
available for the losses to be relieved and for the asset to be recovered. The amount of the asset not recognised is
£310,000 (2018: £1,200,000). The asset would be recavered if future taxable profits were available against which
the losses could be relieved.

A deferred tax asset to the sum of £772,000 (2018: £772,000) has not been recegnised in respect of capital losses
as in the opinion of the directors there will be no suitable taxable gains in the foreseeable future. The asset would
be recovered if fulure gains arise on the sale of chargeable assels.

A deferred tax asset to the sum of £212.000 (2018: £212,000) has net been recegnised in respect of the defined
benefit pension scheme liability as it cannot be determined with reasonable cerainty that there will be suitable
taxable prefits available for this ta be relieved and for the asset to be recovered.

A deferred tax asset to the sum of £85,000 (2018: £85,000) has not been recognised in respect of R&D expenditure
credits available for carry forward to offset against future corporation tax liahilities. In the opinion of the directors
there will be no foreseeable liabilities.
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11

Intangible fixed assets

Group

Cost

At 1 July 2018

Additions - separately acguired
At 30 June 2019

Amortisatioh and impairment
At 1 July 2018

Amortisation charged for the year

At 30 June 2019

Carrying amount
At 30 June 2019

At 30 June 2018

The company had no intangible fixed assets at 30 June 2019 ¢r 30 June 2018.

Research and
development
Intanglbles
£000

11,757
535

12,292

10,321
545

10,866

Intangible assets for both the group and company comprise cosls incurred in respect of preducing software,
pre-production prototypes and test equipment for new products. Intangible assets are recognised at cost. These
cosls are amorlised aver a period of 5 years which reflacls the expected commercial life of the products in question.
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13

Tangible fixed assets

Group

Cost

At 1 July 2018
Additions

Disposals

Revaluation

Exchange adjustments

At 30 June 2019

Depreciation and impairment
At 1 July 2018

Depreciation charged in the year
Eliminated in respect of disposals
Revaluation

Exchange adjustments

At 30 June 2019

Carrying amount
At 30 June 2019

AL 30 June 2013

Frechold land Leasehold land Plant and Total
and buildings  and buildings equipment
£'000 £'000 £'000 £000
1,847 101 14,837 16,785
- - 125 125
- - (29) (29)
120 - - 120
5 - 17 22
1,972 101 14,950 17,023
72 - 14,531 14,603
20 - 124 144
- - (28) (28)
(22) - - (22)
1 - 15 16
71 - 14,642 14,713
1,901 101 308 2,310
1,775 101 308 2,182

The company had no tangible fixed assets at 30 June 2019 or 30 June 2018.

Land and buildings are held at valuation. The Group's freehold properties in the United Kingdom wera revaluad in
May 2019 on the basis of open market value for existing use, by Baker Davidson Thamas, Chartered Surveyors.

Fixed asset investments

Investments in subsidiaries

Notes

Group
2019 2018
£'000 £'000

Company
2019
£'cao

2,485

2018
£'000

9,465
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13

Fixed asset investments {Continued)

The investment in subsidiary undertakings consists of 100% of the ordinary share capital of Multitone Electronics
plc, a company incorperated in the United Kingdom and registered in England and Wales. An impairmeant review
was carried out at the year-end by the directors and no further impairment has been noted during the current year.

The other subsidiary undertakings are wholly owned by Multitone Electronics ple and are incorporated in the United
Kingdom except where otherwise indicated.

Sales

Multitone Electranics plc

Multiton Electranik GmbH {Germany)
Multitone General Partner Ltd

Multitone Retirement Benefits Plan Trustee Lid
Multitone Scottish Limited Partnershin

Manufacturing
Multitone Electranics Sdn Bhd {Malaysia)*

Non-trading

Multitone Communications Limited
Multitone Communication Systems Limited
Infapage Limited

Paging Systems Limited

Multitone Rentals Limited

* Qwned by Multitone Communications Limited

The pringipal country of operation for all irading subsidiaries is the same as their country if incorporation.

Movements in fixed asset investments

Campany Shares in group
undertakings

£000
Cost or valuation
At 1 July 2018 and 30 June 2018 22,395
Impairment
At 1 July 2018 and 30 June 2019 12,930
Carrying amount
At 30 June 2019 9,465
At 30 June 2018 9,465
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14  Financial instruments

Carrying amount of financial assets

Debt instruments measured at amortised cost
Equity instruments measured at cost less
impairment

Carrying amount of financial liabilities
Measured at amortised cost

15 Stocks

Raw materials and ccnsumables
Work in progress
Finished goads and goods for resale

16 Debtors

Amounts falling due within one yeatr:

Trade debtors

Corporation tax recoverable

Amounts awed by group undertakings
Other debtors

Prepayments and accrued income

Deferred tax asset (ncte 20)

Amounts falling due after more than one year:

Amounts receivable under finance leases

Total debtors

Group
2019
£'000

6,408

26,643

Group
2019
£000

1,236
123
861

2,020

Group
2019
£'000

1,571
103
3,632
28
168

5,602
320

5,822

1,177

6,999

Company

2018 2019
£'000 £'000
5,385 100
- 9,465
24,987 19,722
Company

2018 2019
£'000 £°000
1,012 -
204 -
738 -
1,054 -
Company

2018 2019
£'000 £'000
1,991 -
2,206 100
129 -
150 -
4,566 100
320 -
4,886 100
969 -
5,855 100

Of the debtors due after more than one year, £Nil (2018: £32,000) is due after more than 5 years.

2018
£'000

100

9,465

2018
£000

2018
£000

100

100

100
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17  Creditors: amounts falling due within one year

Group Company
2019 2018 2019 2018
Notes £'000 £'000 £'000 £'000
Trade creditors 686 468 - -
Amounts owed to group undertakings 23,304 22,208 19,722 19,722
Corporation tax payable - 28 - -
Other taxation and social security 538 585 -
Deferred income 2,612 2,330 - -
Other creditors 1,064 819 -
28,204 26,434 19,722 19,722

The bank barrowings of Multitone Electrenics plc and its subsidiary companies are guaranteed by Champion
Technelogy Holdings Limited, the ultimate parent company.

The group operates a number of intercompany loans from its subsidiaries, these are all interest free and repayable
on demand.

18  Creditors: amounts falling due after more than one year

Group Company
2019 2018 2019 2018
£'000 £'000 £°000 £000
Amounts owed to group undertakings 1,100 1,100 - -
Other creditors 489 395 - -
1,589 1,495 - -

Tha Group has two loans with Kantone Asia of £500k each. The loan is for ten years until 2025 at which point it is
rapayable. Interest is at 2.25% over the Bank of England base rate commencing in the financial year commencing
July 2018.

19  Provisions for liabilities

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £000
136 119 - -
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19 Provisions for liabilities {Continued)

Movements on provisions:

Group £'000
At 1 July 2018 119
Exchange difference 17
At 30 June 2019 136

20  Deferred taxation

The follawing are the major deferred tax liabilities and assets recognised by the group and company, and
movements thereon:

Assets Assets

2019 2018

Group £'000 £000
Accelerated capital allowances 320 320

The company has no deferred tax assets or liabilities.
There were no deferred tax movements in the year.

In assessing the recognition of the deferred tax assets, management considers whether it is probably that some
portion or all of the deferred tax assets will be realised. The ultimale realisation of the deferred tax assets is
dependant upon the generation of future taxable income during the periods in which those temporary differences
became deductible. Management consider the schedules reversal of deferred tax liabilities, projected future taxable
income, and tax planning strategies in making this assessment. The amount of deferred tax assets considered
realisable, however, could change in the near term if future estimates of projected taxable income during the carry
forward period are revised.

21 Retirement benefit schemes

2019 2018
Defined contribution schemes £'000 £'000
Charge ta profit ar loss in respect of defined contribution schemeas 265 504

A defined contribution pension scheme is operated for all qualifying employees. The assels of the scheme are held
separately from those of the group in an independently administered fund.
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21 Retirement benefit schemes {Continued)

Defined benefit schemes

In the United Kingdom the group cperates a self-administered, funded pansion scheme, which is

contracted out of the state pension scheme. The scheme provides defined pension benefits related to service, final
earnings and capital sums on daath. Membership is optional for all staff paid monthly and over the age of 21. Tha
assets of the scheme are held in a separately administered fund.

The most recent actuarial valuation of the scheme was at 30 June 2019. The valuation used the projected unit
method and was carried out by a professionally qualified actuary.

The total assets and liabilities of the scheme and the expected rates of return at 30 June are as follows:

2019 2018
ey assumptions % Yo
Discount rate 2.30 275
Expectad rate of increase of pensions in payment 3.25 3.15
Expected rale of salary increases Pre 1997 0.00 0.00

Post 1998 GMP 215 205
Post 1997 340 3.15
Medical cost trend rate 3.40 325
Mortality assumplions 2019 2013
Assumed life expectations on retirement at age 65: Years Years
Retiring today
- Males 21.70 22.10
- Femnales 23.30 23.60
Ratiring in 20 years
- Males 23.40 23.90
- Females 24.90 2530

2019 2018
Amounts taken to other comprehensive income £'000 £000
Other gains and losses 181 (4,427)

The amounts included in the balance sheet arising fram the company's obligations in respect of defined henefit
plans are as follows:

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £000
Present value of defined henefit obligations 38,916 37,222 - -
Fair value of plan assets {41.131) (39,308) - -
Deficit in scheme {2.215) (2,084) - -
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21 Retirement benefit schemes

Movemenis in the present vaiue of defined benefil obligations

Liabilities at 1 July 2018
Benefits paid

Interest cost

Other

At 30 June 2019

The defined benefit obligations arise from plans funded as follows:

Wholly unfunded obligations
Wholly or partly funded obligations

Movements in the fair value of plan assets

Fair value of assets at 1 July 2018
Interest income

Benefits paid

Contributions by the emplayer
Other

At 30 June 2019

{Continued)

Greup
2019
£000

37,222
{1,865)

998

2,561

38,916

Group
2019
£000

38,916

38,916

Group
2019
£'000

39,306
2,474

(1,885)
312
904

41,131
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21 Retirement benefit schemes {Continued)

Fair vaiue of plan assets at the reporting period end

Group
2019 2018
£'000 £'000
Alternatives 3,870 4,421
Currency hedge 47 (339)
Swaps hadging the liabilites {469} (614)
Multi asset growth fund 18,789 25,124
Fixed interest gilts 5,834 1,475
Index linked gilts 5,468 1,892
Property 1.668 1.609
Value of SLP 4,765 4,765
Cash 885 650
Insured pensions 369 323
41,131 39,306

22 Share capital
Group and company

2019 2018
Ordinary share capital £'000 £'000
Issued and fully paid
5,500,000 Ordinary shares of £1 each 5,500 5,500

23  Related party transactions

The Company has taken advantage of the exempticn provided in by FRS 102 paragraph 1.12 not to disclose key
management personnel compensation.

The Group and Company have taken advantage of of the exemption provided by FRS 102 paragraph 33.14A to not
disclose transactions with ether wholly-owned Group undertakings.

24  Controlling party

The company is a subsidiary undertaking of Kantone Holdings Limited, a company incorporated in The Cayman
Islands and whose principal place of business is Hong Kong.

The ultimate parent and controlling company is Champion Technology Heldings Limited, a company incorporated in
Bermuda and whose principal place of business is in Hong Kong.

The largzst and smallest Group in which the results of Kantone (UK) Limited and its subsidiary undertakings are
consolidated is that headed by Champion Technology Heldings Limited. The consolidated financial statements of
Champion Technology Holdings Limited are availakle to the public and may be cbtained from Champion
Technology Holdings Limited, 9th and 10th Floors, 1 Ning Foo Street, Chai Wan, Hong Kong.
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25  Cash generated from group operations

Profit for the year after tax

Adjustments for:

Taxation credited

Finance costs

Investment incoma

Loss on disposal of tangible fixed assets
Amortisation and impairment of intangible assats
Depreciation and impairment of tangible fixed assets
Increase in provisions

Movements in working capital:
(Increase)/decrease in stocks
Increase in debtors
Increase/(decrease) in creditors

Cash generated from operations

2019
E'goo

1,704

(63}
(2)

184

545

144
17

{124}
(1,041)
1,000

2,364

2018
£'000

1,177

(73)
15
(175)

606
211
13

13
(333)
(225)

1,229
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