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GEM has been positioned as a market designed to accommodate small and mid-sized companies
to which a higher investment risk may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the potential risks of investing in such
companies and should make the decision to invest only after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a
risk that securities traded on GEM may be more susceptible to high market volatility than securities
traded on the Main Board of the Stock Exchange and no assurance is given that there will be a
liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the
contents of this report, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this report.

This report, for which the directors (the “Directors”) of Perfect Optronics Limited (the “Company’)
collectively and individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM of The Stock Exchange of Hong Kong Limited (the
“GEM Listing Rules”) for the purpose of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this report is accurate and complete in all material respects and not misleading
or deceptive, and there are no other matters the omission of which would make any Statement herein
or this report misleading.
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On behalf of the Board, | present the annual results of
Perfect Optronics Limited (the “Company”) and its
subsidiaries (the “Group”) for the year ended 31
December 2017 (the “Year”) to all shareholders.

During the Year, China mobile phone market has been
experiencing a saturation. In 2017, China’s domestic
mobile phone shipments reached 491.1 million units and
the number of new model release reached 1,054, down
12.3% and 27.1% year-over-year, respectively. The Group
struggled through a difficult time in 2017. The Group’s
revenue for the Year amounted to approximately
HK$371.5 million, representing a decrease of 68% as
compared with 2016. The Group recorded a consolidated
loss attributable to equity holders of the Company for the
Year of approximately HK$98.3 million (2016: profit of
approximately HK$90.7 million, excluding the non-
recurring items of gain on disposal of subsidiaries of
approximately HK$26.5 million and gain on profit
guarantee of approximately HK$21.2 million in 2016, profit
for 2016 amounted to approximately HK$43.0 million).

The Group faced fierce market competition. China
domestic display panel manufacturers, supported by
government policies, possessed an apparent advantage of
price over the market. Further leverage with their
improving technologies, market share taken up by China
domestic display panel manufacturers continues to
increase, which rapidly affected the Group’s display panel
business, which mainly supplies imported goods. In
addition, the Company understood that one of the
Group’s major suppliers increased its direct supply of
display modules to mobile phone manufacturers in China,
which further affected the Group’s revenue during the
Year.

Market demand on traditional 16:9 aspect ratio display
panel was declined while the new 18:9 display panel was
introduced in 2017, which caused a great impact to the
performance of the Group during the Year. Both sales
volume and selling price of traditional 16:9 display panels
dropped significantly. The significant drop in revenue,
together with inventories provision and provision for
onerous contract made in respect of the drop in market
price of display panels, led to the significant loss of the
Group during the Year.
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During the Year, the Group continued its business in the
applied optics-related products market by promoting its
self-developed virtual reality (“VR”) entertainment headset
and automotive head up display device, and trading
optics products components. However, this market needs
a longer time on product content innovation to boost up.

In order to explore more potential business opportunities,
in 2017, the Group invested approximately HK$2.6 million
(representing 3.33% equity interest) in a Taiwan company
which is principally engaged in the business of the
separator, a key component in lithium battery, in research
and development, manufacturing and sale aspects. As
lithium battery is widely applied in different areas such as
portable electronics, vehicles, medical devices etc., the
Group expects that the investment will bring a good
opportunity in the long run.

For the investment in Mobvoi Inc. (“Mobvoi”) that the
Group invested in early 2015, Volkswagen AG
(“Volkswagen”) completed another round of new preferred
shares subscription of Mobvoi in March 2017 to develop
and expand into the market of automotive related devices
and systems. Such a subscription by Volkswagen
encouraged a promised future development of Mobvoi.
The Group expects sound potential opportunities from this
investment.

With the increasing market competition and saturated
market demand, the mobile phone display components
market is expected to become more challenging. To face
the market challenges, the Group will diversify its
products, exploring new customers and suppliers from
different locations, to widen its revenue base and reduce
the reliance on mobile phone display products.
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I, on behalf of the Board, would like to present my cordial
gratitude to our shareholders, business partners and
customers for their support and trust over the years. | am
also highly appreciated the contribution and dedication of
our professional management and staff members.

Cheng Wai Tak
Chairman
Perfect Optronics Limited

Hong Kong
22 March 2018
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The Group is principally engaged in the trading of display
components for electronics, many of which are applied on
mobile phones. In addition, it is also engaged in the
development and sale of optics products and related
electronic components. The Group also processes some
of the products which it trades.

Under the increasing challenges of the business
environment for the sales of mobile phone display
components, the Group recorded a significant decrease in
revenue and incurred significant loss during the year
ended 31 December 2017. During the year, the Group’s
revenue amounted to approximately HK$371,518,000,
down by approximately 68% as compared to previous
year (2016: HK$1,149,998,000). Affected by the significant
drop in revenue, the Group recorded a consolidated loss
attributable to equity holders of the Company during the
year ended 31 December 2017, which amounted to
approximately HK$98,329,000, as compared with the
consolidated profit attributable to equity holders of the
Company of approximately HK$90,729,000 for the year
ended 31 December 2016 (excluding the non-recurring
items of gain on disposal of subsidiaries of approximately
HK$26,481,000 and gain on profit guarantee of
approximately HK$21,238,000 in 2016, profit for 2016
amounted to approximately HK$43,010,000).

The Group recorded a revenue of approximately
HK$354,739,000 from its display products segment
during 2017, down by approximately 68% as compared
with approximately HK$1,123,950,000 in 2016. Sales of
thin film transistor liquid crystal display (“TFT-LCD") panels
and modules showed a drop of 69% and amounted to
approximately HK$330,304,000 in 2017 (2016:
HK$1,051,095,000). Driver integrated circuits and
polarisers recorded revenue of approximately
HK$11,400,000 (2016: HK$58,032,000) and
HK$5,896,000 (2016: HK$7,871,000), respectively.
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The revenue drop in this segment was mainly due to the
fierce competition in the market and the changes in
specification of smartphone display panels during the
year. As driven by government policy support and
technological improvement, domestic China display panel
manufacturers continued to increase their market share in
the mobile phone display panels market. Market
advantages in both product superiority and pricing of
imported display panels began to decrease which affected
the Group’s display panel business which mainly supplies
imported products.

According to the report published by China Academy of
Information and Communications Technology, in 2017,
China’s domestic mobile phone shipments reached 491.1
million units and the number of new model release
reached 1,054, down 12.3% and 27.1% year-over-year,
respectively. It indicated that the period of flourishing
mobile phone brands in mainland China had passed and
the market share had been concentrated to several major
brands. The decrease in scattered non-mainstream or
second-tier mobile phones manufacturers in the market
affected the supply chain which the Group is involved. In
addition, bargaining power of major brands mobile phone
manufacturers towards panel manufacturers continue to
increase. The Company understood that one of the
Group’s major suppliers increased its direct supply of
display modules to major brand mobile phone
manufacturers in China, which further affected the
Group’s revenue.

Another factor which contributed to the Group’s sluggish
performance was that the introduction of new 18:9
aspect ratio display panels to smartphone market during
the year has weakened the demand of traditional 16:9
display panels. Sales volume of traditional 16:9 display
panels dropped rapidly. As worsened by the price war in
the market happened during the year, prices of traditional
16:9 display panels dropped significantly during the year.
These seriously affected the Group’s financial
performance during the year. Due to the rapid price drop
in the market, the Group made a provision of obsolete
inventories of approximately HK$37,609,000 (2016:
HK$14,390,000) during the year. Meanwhile, provision for
onerous contract of approximately HK$10,530,000 was
made for certain non-cancellable 16:9 display panels
purchase orders of which the expected selling price of the
relevant display panels as at end of year 2017 was lower
than the committed purchase price. Such amounts were
included in the cost of sales of the Group’s consolidated
income statement for the year ended 31 December 2017,
which contributed to the gross loss of the Group during
the year.
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In 2017, the Group continued to promote its self-
developed automotive head-up display devices and virtual
reality (“VR”) entertainment headsets, as well as trading
optics products components. However, the market is
expected to take longer time for content development and
technical support to become more mature which dragged
down its performance during the year. Although the optics
products segment still recorded profit in 2017, the
Group’s optics products segment revenue amounted to
approximately HK$16,779,000 in 2017, represented a 36%
decrease as compared with segment revenue of
approximately HK$26,048,000 in 2016.

To explore potential business opportunities, the Group
made a new investment in 2017. In May 2017, the Group
invested in a private company in Taiwan at approximately
HK$2,606,000, representing approximately 3.33% of the
shareholding of the investee company. The investee
company is principally engaged in the research and
development, manufacture and sale of the separator,
which is a key component in the lithium battery. The high
demand for lithium batteries in different industries such as
portable electronics, electric vehicles, medical devices etc.
is estimated to lead to the market growth. This
investment is expected to facilitate appropriate business
opportunities or cooperation to the Group.
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The Group subscribed for certain preferred shares of
Mobvoi Inc. (“Mobvoi”) in early 2015. Mobvoi is a private
company principally engaged in the business of
developing and providing voice search systems on mobile,
smart wearable and other devices. The Group’s
investment in Mobvoi is classified as available-for-sale
financial asset and is carried at fair value on the Group’s
consolidated statement of financial position. No dividend
has been received by the Group from Mobvoi since its
investment. In March 2017, Volkswagen AG
(“Volkswagen”) (through its affiliate) subscribed for another
round of new preferred shares of Mobvoi and the Group’s
shareholding proportion in Mobvoi was diluted to
approximately 1.53% (on a fully diluted and as converted
basis). The latest investment by Volkswagen enabled
Mobvoi to obtain capital for developing new products and
expanding into the market of automotive related devices
and systems, by forming a joint venture in the People’s
Republic of China (the “PRC”) on artificial intelligence car-
sharing and on-demand and ride-sharing transportation
services business with an affiliate of Volkswagen. The fair
value of the Group’s investment in Mobvoi increased
following the investment by Volkswagen. To date, Mobvoi
has raised several rounds of funding, led by firms
including SIG, Sequoia Capital, Zhenfund, Google and
Volkswagen. Current consumer products launched by
Mobvoi included its self-developed Android wear watches
and portable smart speakers with virtual assistant built-in.
Through its creation of critically acclaimed consumer
products in wearables, automobile and home product
categories, Mobvoi’s rich accumulation of experience in
the application of Artificial Intelligence has in turn driven
continued innovation in its core voice-based technologies.
The Group expects potential opportunities from this
investment in the long run.
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The display products market is expected to become more
challenging in the coming years, the Group will make
more efforts to improve the revenue performance by
executing flexible market strategies.

Display products segment is expected to remain as the
Group’s core business and the Group will take effective
strategies to face the market challenges. In order to
widen its revenue base and minimise the impact of the
difficult situation of the mobile phone display components
market, the Group has begun to expand its business
channels to various display products, such as display
modules for computer notebooks, monitors, as well as
televisions. The Group will dedicate to enhance the
product diversity, widen customer base and introduce
new suppliers to turnaround.

For optics products segment, despite the fact that the
markets for augmented reality (“AR”) and VR are not yet
mature, according to an international research firm, the
market size of the global AR/VR market is expected to
surge to approximate US$215 billion until 2021,
compared to US$9.4 bilion in 2017. The Group is
optimistic towards the market development in the long
run.

Meanwhile, the Group will maintain a flexible business

strategy to explore new business opportunities for the
development of the Group.
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A slowdown in the global economy, including the PRC
economic climate, which has been one of the major
markets for display products, would affect the results of
the Group. A decrease in market demand may put
significant downward pressure on the average selling
prices. Reduced corporate and commercial activities also
has a negative impact on the demand for and prices of
the Group’s products. If the economy continues to grow
at a slower rate, or experiences a prolonged recession,
the Group’s business and results of operations will be
adversely affected.

The Group places orders with its suppliers based on the
Group’s forecast of future procurement, customers’
intentions and indicated orders, customers’ recent
purchase orders and the Group’s inventory levels. Any
unanticipated drop in sales could cause the Group’s
inventories to accumulate. As technology evolves quickly,
the Group’s inventories may become obsolete and may
adversely affect the Group’s financial position and results
of operations.

Product trends, industry trends and other factors beyond
the Group’s control may cause fluctuations in selling
prices and raw material prices, which could have a drastic
and adverse effect on the Group’s gross profit and net
profit.

The Group’s activities expose to a variety of financial
risks: market risk (including foreign exchange risk, cash
flow and fair value interest rate risk and price risk), credit
risk and liquidity risk. Details of which are set out in Note
3 to the consolidated financial statements.
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The following discussion should be read in conjunction
with the Group’s financial statements and its notes, which
are included in this report.

Total revenue of the Group for the year ended 31
December 2017 amounted to approximately
HK$371,518,000, decreased by approximately 68% as
compared to approximately HK$1,149,998,000 in 2016.
Decrease in total revenue was mainly attributable to the
significant decrease in revenue from the Group’s sales of
display products, including TFT-LCD panels and modules,
driver integrated circuits and polarisers.

Cost of sales during the year mainly consisted of
purchase costs, processing and subcontracting charges,
scrap loss, provision for obsolete inventories, provision for
onerous contracts and other direct costs. Except for
provision for obsolete inventories and provision for
onerous contract which amounted to approximately
HK$37,609,000 (2016: HK$14,390,000) and
HK$10,530,000 (2016: Nil) respectively, during the year
ended 31 December 2017, associated with the decrease
in revenue, purchase costs, processing and
subcontracting charges, scrap loss and other direct costs
decreased during the year ended 31 December 2017.
Total cost of sales for the year ended 31 December 2017
amounted to approximately HK$425,311,000, decreased
by approximately 59% as compared to approximately
HK$1,037,263,000 in 2016.

Gross loss amounted to approximately HK$53,793,000
was recorded for the year ended 31 December 2017 as
compared with gross profit of approximately
HK$112,735,000 for the year ended 31 December 2016.
The significant drop in the Group’s revenue and market
prices of the Group’s major products during the year and
provision of obsolete inventories of approximately
HK$37,609,000 and provision for onerous contract of
approximately HK$10,530,000 charged to the Group’s
consolidated cost of sales led to the gross loss during the
year ended 31 December 2017.
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Net other losses of approximately HK$47,000 (2016: net
gains of HK$47,067,000) was recorded during the year
ended 31 December 2017. The net other losses for the
year ended 31 December 2017 mainly comprised
exchange losses, while the net other gains for the year
ended 31 December 2016 included the gain on disposal
of subsidiaries of approximately HK$26,481,000, gain on
profit guarantee of approximately HK$21,238,000, after
deducting exchange losses incurred.

The Group’s distribution and selling expenses for the year
ended 31 December 2017 amounted to approximately
HK$11,939,000, representing an approximately 28%
decrease as compared to approximately HK$16,636,000
in 2016. The decrease was mainly due to the decrease in
staff costs attributable to decrease in headcount and the
reduced sales activities during the year ended 31
December 2017.

The Group’s general and administrative expenses
decreased by approximately 23% from approximately
HK$37,729,000 in 2016 to approximately HK$28,973,000
in 2017. The decrease was mainly attributable to the
decrease in staff costs, bank charges and professional
fees during the year ended 31 December 2017. More
professional fees, including compliance adviser fee and
expenses related to the application for transfer of listing of
the Company’s shares from GEM to Main Board of the
Stock Exchange, were incurred in 2016.

The Group’s research and development (“R&D”) expenses
amounted to approximately HK$2,565,000 in 2017,
representing an approximately 61% decrease as
compared with 2016 of approximately HK$6,559,000. The
decrease was mainly due to the disposal in late 2016 of a
subsidiary, Shinyoptics Corporation, which incurred much
R&D expenses.

HE_Z—+tF+ A=+ ALFEHEH
fth 5 1BF BB HI47,0008 T (ZFE — N F - =%
¥ /B47,067,0008 L) c BIE T —+F+ = A
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T — N4 #916,636,0008 TT I8 L #128% © SFiE TY
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BAFRD SEIRATRIEIEEFSRE D
FTEK °
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Eo

MRoT—+F KEEWE R HE]K
N4 A2,5650008 T B DT — NFHY
6,559,000/ JT R L #161% 3R /L Jh &=
THRE-ZZE - "NFFRE HEEE KB
TR —FHNBARMIAERDBRAF -
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The Group’s finance costs for the year ended 31
December 2017 mainly represented factoring charges.
Net finance costs of approximately HK$434,000 was
recorded in 2017, representing a decrease of
approximately 68% as compared with 2016 of
approximately HK$1,348,000, mainly due to the decrease
in factoring charges attributable to the decrease in sales
and decrease in interest income during the year.

Income tax expense of the Group during the year ended
31 December 2017 mainly represented income tax
incurred in Hong Kong. As the Group incurred loss in
2017, income tax expense decreased significantly as
compared with 2016.

Loss attributable to equity holders of the Company for the
year ended 31 December 2017 amounted to
approximately HK$98,329,000, as compared with profit of
approximately HK$90,729,000 for the year ended 31
December 2016. It was mainly due to the significant
decrease in the Group’s revenue, provision for obsolete
inventories and provision for onerous contract made in
2017. Moreover, profit attributable to equity holders of the
Company for the year ended 31 December 2016 included
the non-recurring items of gain on disposal of subsidiaries
of approximately HK$26,481,000 and gain on profit
guarantee of approximately HK$21,238,000.

Change in value of available-for-sale financial assets
during the year ended 31 December 2017 amounted to
approximately HK$22,670,000, mainly attributable to the
increase in fair value of the Group’s unlisted equity
investment in Mobvoi in 2017.
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The financial key performance indicators are analysed as

follows:

FINANCIAL PERFORMANCE
Revenue
Gross profit margin (%)

(Loss)/earnings before interest,
income tax, depreciation and
amortisation (“EBITDA”)

EBITDA margin (%)

(Loss)/profit for the year

(Loss)/profit attributable to equity
holders of the Company

Return on total assets (%)

Return on shareholders’ equity (%)

Basic (loss)/earnings per share
(HK cents)

HBRE
LN
B R (%)

BRAE FEH HE
REHEN(BB) /)
% ([EBITDA )

EBITDAZ (%)

FE(ER) /7B

ARAERFTAA
ek (B1]) /78

BEEDRE%)

PSR M 2 B 3R R (%)

FREAR(BR) /B
()

Note

P &

(iv)

TEMBRREFOMOT

Year ended 31 December

BE+T-A=Z+-BLFE

2016

ZE-RE
HK$000
FET

1,149,998
9.8%

53,803

4.7%

88,335

90,729

17.6%

25.9%

HK6.12 cents
6127l

Percentage
change
Increase/
(decreasg)
BAHED
1/ (Bb)

(68)%
N/A
TER

N/A
TER

N/A
TER

N/A
TER
N/A
TER

N/A
TER

N/A
TER

N/A
TER
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KEY FINANCIAL INDICATORS TEHBEE
Cash and cash equivalents RekReEEY
Net current assets MEBEEFE
Total assets BEBE

Bank borrowings BITEK

Total liabilities BEBE

Equity attributable to equity holders ~ AR R = HH AEHL
of the Company i

Total equity BRBE

Current ratio (times) R & ()

Quick ratio (times) RELL & ()

Gearing ratio (%) ERE B E %)

Debt-to-asset ratio (%) BEEELE%)

Notes:

(i)

)

(ii)
(iv)

(vi)
(vii)
(vii)

(ix)
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As the Group recorded gross loss and loss before interest, income
tax, depreciation and amortisation during the year ended 31
December 2017, no gross profit margin and EBITDA margin are
presented for the year ended 31 December 2017.

EBITDA for the year ended 31 December 2016 excludes non-
recurring items of gain on disposal of subsidiaries of approximately
HK$26,481,000 and gain on profit guarantee of approximately
HK$21,238,000.

EBITDA margin = EBITDA/Revenue

Return on total assets = (Loss)/profit for the year/Total assets
Return on shareholders’ equity = (Loss)/profit attributable to equity
holders of the Company/Equity attributable to equity holders of the
Company

Current ratio = Current assets/Current liabilities

Quick ratio = (Current assets — Inventories)/Current liabilities

Gearing ratio = Total interest-bearing debt/Total equity

Debt-to-asset ratio = Total interest-bearing debt/Total assets
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As at 31 December
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The Group’s funds are principally used to finance working
capital, and the growth and expansion of the Group’s
operations and sales network. The Group’s principal
sources of funds are cash generated from operations and
bank borrowings. An analysis of the Group’s bank
deposits, bank balances and cash is as follows:

AEBNESTZRAERNEEES KA
EELERHERKNERRIERREES -
AEBIENESRBEAOBLEEENBRER
WITER - ANEEETER BOEHERS
AN

As at 31 December

Total bank deposits, bank balances
and cash
Less: Restricted bank deposits
included in current assets

Cash and cash equivalents

The carrying amounts of the Group’s bank deposits, bank
balances and cash are denominated in the following

currencies:

United States dollars
Hong Kong dollars
Renminbi

New Taiwan dollars

The Group has no bank borrowings as at 31 December

2017 and 31 December 2016.

Bn+=—A=+—H
2016
—E—RF
HK$’000
FAET
RITTFER - RITEH
MR ¢ B 198,828
W ETARBEENZR
Hl R 17 17 3K (24,702)
e hREFEY 174,126

AEBORTER ROEHKERENEEDE
TIA TP EREHE -

As at 31 December
w+=—AR=+—H
2016
—E-RF
HK$’'000
FAT

ETT 137,819
BT 55,135
AR 4,847
et 1,027

198,828

AEER-_ZT—tF+-_A=+—8BRkZ
—ARNFET A=+ -BEERITER

A

2017 £ 3R



20

The capital of the Company only comprises ordinary
shares. There has been no change in the capital structure
of the Group during the year ended 31 December 2017.

The Group has adopted a prudent financial management
approach towards its treasury policies and thus
maintained a healthy liquidity position throughout the year.

The Group strives to reduce exposure to credit risk by
monitoring on an ongoing basis with reference to the
financial position of the debtors, past experience and
other factors. The Group performs regular credit
evaluations of its major customers. To manage liquidity
risk, the management closely monitors the Group’s
liquidity position and maintains sufficient cash and an
adequate amount of committed credit facilities to settle
the payables of the Group.

The Group’s management policies, working environment,
career prospects and employees’ benefits have
contributed to building a good employee relations and
employee retention of the Group. The Group offers
competitive remuneration packages commensurate with
industry practice and provides various fringe benefits to
employees including medical benefits, social insurance,
provident funds, bonuses and a share option scheme.
The management regularly reviews its employee’s
remuneration packages to ensure they are up to prevailing
market standard.

As at 31 December 2017, the employee headcount of the
Group was 98 (2016: 114) and the total staff costs,
including directors’ emoluments, amounted to
approximately HK$25,198,000 during the year (2016:
HK$34,356,000).
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The Group has established long term business
relationships with its major suppliers for over ten years.
The Group has entered into long term supply framework
agreements with these suppliers. The Group will endeavor
to maintain its established relationship with these existing
suppliers.

The Group’s customers are mainly TFT-LCD module
manufacturers based in the PRC. The Group has a well-
established business relationship with these customers
and has gained recognition in the TFT-LCD panel industry
in the PRC.

As at 31 December 2017, the Group had no material
contingent liabilities (2016: Nil).

As at 31 December 2017, the Group had pledged its
bank deposits of approximately HK$20,948,000 (2016:
HK$24,702,000) to certain banks in Hong Kong to secure
the banking facilities granted to the Group.

The Group’s business transactions, assets and liabilities
are principally denominated in United States dollars, Hong
Kong dollars, Renminbi and New Taiwan dollars. The
Group currently does not have a foreign currency hedging
policy. However, the Board will continuously monitor the
related foreign exchange exposure and will consider
hedging significant foreign currency exposure should the
need arise.

As at 31 December 2017, the Group did not have any
significant capital commitments (2016: Nil).

The Board does not recommend declaring any dividend
for the year ended 31 December 2017.
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Save as the Group’s investment in certain preferred
shares of Mobvoi Inc., the Group did not hold any
significant investment in equity interest in any other
company as at 31 December 2017.

Save as disclosed in the Company’s prospectus dated 24
January 2014 (the “Prospectus”), the Group did not have
other plans for material investments and capital assets as
at 31 December 2017.

The Group did not have any material acquisitions and
disposals of subsidiaries and affiliated companies during
the year ended 31 December 2017.

A comparison of the Group’s business plan as set out in
the Prospectus with actual business progress for the
period from 14 January 2014 (being the Latest Practicable
Date as defined in the Prospectus) to 31 December 2017
(the “Review Period”) is set out below. Capitalised terms
used herein shall have the same meanings as those
defined in the Prospectus unless the content requires
otherwise.
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Business objectives for the Review Period

EEMENEERER

Actual Business Progress for the Review Period

EEPENERRBER

(@)  Establishment or acquisition of panel processing plants in the PRC to expand our business vertically

RABERZKRBERNTIHMAEERRER

° Perform technology and capacity forecast

and planning
H#E 1T B B EE e TRORI K A &

° Perform due diligence studies on target
panel processing plant(s) or rules and
compliance of operating panel processing

plant(s) in the PRC

HESEERNIIHMFEETERESLARAE
TREKLEERMIBENRAURAHRER

° Identify potential equipment supplier and

carrying out evaluation

Y EEEREHRER RFG

° Confirm expansion plan for
processing plant

R EN I TR B 9% = A 2

° Commence acquisition or establishment of

cutting processing plant
el J WA s A <7 1) 1 n TR BB

° Purchase equipment (if establish cutting

processing plant)

BEREB UKL E N IHKE)

° Recruit staff
HREET

Technology and capacity forecast and
planning had been performed
B HE 1T BT 2 2 AR TR OB K 4R &

A potential existing panel processing plant
had been identified and related due
diligence work had commenced
EREGE—MBEEATHRAEERMNIK
BrirEABEERES ITHE

The Group was identifying potential
equipment supplier

AEBELENEEERBHRER

The Group had decided to expand through
acquisition of panel processing plant

AEBERTEEBRBERN THE ER
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Business objectives for the Review Period Actual Business Progress for the Review Period
EEMENEBER CEMENEREBER

° Perform trail run for cutting processing
plant
YIE DN TR B R B A E

° Commence acquisition or establishment
of slimming processing plant(s)

R W R SOE L I TR B

° Purchase equipment (if establish slimming
processing plant)

BEREWHAELNTHE)

° Purchase additional equipment for the
cutting processing plant
RYEINMIHEBERINRE

° Commence full operation of cutting
processing plant(s)
PIEI N TR FMis 2 mE R

° Perform trial run for slimming processing
plant
Bl ImERBRE

Annual Report 2017



Business objectives for the Review Period

EEBENELER

Actual Business Progress for the Review Period

EEPENERXBER

(b)  Expansion of our sales support team in the PRC to provide high quality services to our customers

BATBEHEEXEEE nEFPRHEEE RS

Recruit staff
HREET

Continue to recruit staff if necessary
HEREET (HE 2

Arrange training to staff
ZH B TEF

Organise marketing activities

BEREMBERLD

Explore new products and suppliers
P03 E o M L FE TS

Evaluate new products and perform due
diligence on new supplier if necessary
L FTE MR A ERNETERES (10

& &6
=

The Group had recruited additional sales
and engineering staff to strengthen its
sales support team in the PRC
AEBCEBFRIIHERTIEABLAR
EERPENHEEIEEK

Relevant training activities had been
provided to new and existing staff
ERMABLEAFEIRHBEEIG
EY)

The Group had continuously organised
various marketing activities to promote
sales and strengthen its market position
AEBEREEABZETISHEREEIN
1 ¥ 85 &5 0 10 9% B T35 My

Expansion of our product portfolio to strengthen our product offerings
LEEREAS  MRERMHE

The Group had introduced new products
and new suppliers

AEBESIAFEREHHERER

Due diligence works on new suppliers had
been performed
EHHHENETEREE

2017 £ 3R
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The Company offered 330,000,000 shares for subscription
by way of placing in 2014 (the “Placing”). The net

AARANR_Z—NFEBEEHFANIRESR
330,000,0008% % 7 LAt 53R 88 ([EE & 1) B & A

proceeds from the Placing were approximately HK$76 15318558 4976,000,000/% 7T - R B EEHAR - A2

million. During the Review Period, the net proceeds from
the Placing had been applied as follows:

Establishment or acquisition of panel
processing plants in the PRC to expand

business vertically
Repayment of bank loans

Expansion of sales support team in the PRC
to provide high quality services to

customers

Expansion of product portfolio to strengthen

product offerings
General working capital

Notes:

The business objectives as stated in the Prospectus were based on the
best estimation of the future market conditions made by the Group at the

AR BB AR Sk W AR A0
IRE WEEER%E
U

EERITEN

BATBEHEEEK
A& P 3R 4118 E R

LEEMmMES  IMBREM®

Wit

time of preparing the Prospectus. The uses of proceeds have been FEA :
applied in accordance with the actual development of the market:

1. The Group had identified a potential existing panel processing plant 1.
and negotiations with the vendor of the target plant had
commenced. In view of the significant drop in revenue and the loss
incurred by the Group during the year, the management of the

Group is taking a more prudent approach in making progress on

the possible acquisition.

2. The remaining net proceeds as at 31 December 2017 had been 2.
placed on interest-bearing deposits in banks in Hong Kong.
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Prospectus
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The Company is committed to achieving high standards of
corporate governance with a view to safeguarding the
interests of its shareholders. To accomplish this, save as
set out below, the Company has adopted the principles
and the code provisions of the Corporate Governance
Code (the “CG Code”) contained in Appendix 15 of the
Rules Governing the Listing of Securities (the “GEM
Listing Rules”) on GEM of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

Throughout the year ended 31 December 2017, the
Company has complied with all the code provisions of the
CG Code, except the deviation as disclosed under the
section headed “Chairman and Chief Executive Officer”
below.

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less
exacting than the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having
made specific enquiry of all Directors, all Directors have
complied with the required standard of dealings and the
code of conduct regarding securities transactions by
Directors adopted by the Company during the year.

>
e
ij
Tif
—I-kml-l-
Off

RARBHEESKENDEER  EERRE
HEREFZE - BEKIBZ - BT XATEEIN -
RARARERMEBBARIHAR AR ([BR
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Up to the date of this annual report, the Board comprises
three executive Directors and three independent non-
executive Directors. The composition of the Board during
the year and up to the date of this annual report was as
follows:

Executive Directors:

Mr. Cheng Wai Tak (Chairman & Chief Executive Officer)
Mr. Liu Ka Wing

Mr. Tse Ka Wing

Independent non-executive Directors:
Mr. Wong Yik Chung John

Mr. Wong Chi Chiu

Mr. Li Shui Yan

The biographical details of all Directors and senior
management of the Company are set out on pages 62 to
64 of this annual report. To the best knowledge of the
Company, there is no financial, business, family or other
material or relevant relationships among members of the
Board.

The Board is responsible for establishing the strategic
direction of the Company and its subsidiaries; setting
objectives and business development plans; monitoring
the performance of the senior management; and assuming
responsibility for corporate governance. The management,
under the leadership of the Chief Executive Officer, is
responsible for implementing the strategies and plans
established by the Board and reporting on the
Company’s operations to the Board on a regular basis to
ensure effective performance of the Board’s
responsibilities.

The management provided all members of the Board with

monthly updates in accordance with the code provision
C.1.2 of the CG Code.
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The Company has arranged appropriate insurance
coverage on Directors’ and officers’ liabilities in respect of
any legal actions taken against Directors and senior
management arising out of corporate activities. The
insurance coverage is reviewed on an annual basis.

The Directors can attend meetings in person or through
other means of electronic communication in accordance
with the Company’s articles of association. All minutes of
the Board meetings were recorded in sufficient detail of
the matters considered by the Board and the decisions
made.

Four regular board meetings were held during the year. Its
composition and the attendance of individual Directors at
these board meetings were as follows:
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Number of

regular board

meetings

Name attended/held

HE R

EHNWESES

%A BERY

Executive Directors: HITEF -

Mr. Cheng Wai Tak (Chairman) BEEEE(EE) 4/4

Mr. Liu Ka Wing BafitsE 4/4

Mr. Tse Ka Wing HRERE 4/4
Independent non-executive Directors: BUIHNTESE -

Mr. Wong Yik Chung John EEBLE 4/4

Mr. Wong Chi Chiu EEBEE 4/4

Mr. Li Shui Yan Fin B k& 4/4
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Except for the service contract with Mr. Tse Ka Wing,
which commenced on 26 March 2015, each of the
executive Directors has entered into a service contract
with the Company for an initial term of three years
commencing on the 7 February 2014, the listing date of
the shares of the Company (the “Listing Date”) and has
renewed for another term of three years commencing on
7 February 2017. Either party has the right to give not
less than three months’ written notice to terminate the
respective service contract.

Each of the independent non-executive Directors has
entered into an appointment letter with the Company for
an initial term of three years commencing on the Listing
Date and has renewed for another term of three years
commencing on 7 February 2017.

In compliance with the code provision A.4.2 of the CG
Code, all Directors appointed to fill a casual vacancy
should be subject to election by the shareholders at the
first general meeting after their appointment. By virtue of
article 112 of the articles of association of the Company,
the Board shall have power from time to time and at any
time to appoint any person as a Director either to fill a
casual vacancy or as an additional Director but the
number of Directors so appointed shall not exceed the
maximum number determined from time to time by the
shareholders in general meeting. Any Director appointed
by the Board to fill a casual vacancy shall hold office only
until the first general meeting of the Company after his
appointment and be subject to re-election at such
meeting. Any Director appointed by the Board as an
addition to the existing Board shall hold office only until
the next following annual general meeting of the Company
and shall then be eligible for re-election.
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In compliance with the code provision in A.4.2 of the CG
Code, all Directors are subject to retirement by rotation at
least once every three years. Furthermore, pursuant to
article 108(a) of the articles of association of the
Company, at each annual general meeting one-third of the
Directors for the time being, or, if their number is not 3 or
a multiple of 3, then the number nearest to but not less
than one-third, shall retire from office by rotation provided
that every Director (including those appointed for a
specific term) shall be subject to retirement by rotation at
least once every 3 years. A retiring Director shall be
eligible for re-election. The Company at the general
meeting at which a Director retires may fill the vacated
office.

By virtue of article 108 of the articles of association of the
Company, Mr. Cheng Wai Tak and Mr. Wong Chi Chiu will
retire by rotation at the forthcoming annual general
meeting and being eligible, will offer themselves for re-
election.

In compliance with Rules 5.05(1), 5.05(2) and 5.05A of the
GEM Listing Rules, the Company has appointed three
independent non-executive Directors representing more
than one-third of the Board and with at least one of
whom having appropriate professional qualifications, or
accounting or related financial management expertise. The
Company has received written annual confirmation from
each independent non-executive Director of his
independence pursuant to the requirements of the Rule
5.09 of the GEM Listing Rules. The Board considers all
independent non-executive Directors to be independent in
accordance with the independence guidelines set out in
the GEM Listing Rules for the year.

According to the code provision A.2.1 of the CG Code,
the roles of the chairman and chief executive should be
separate and should not be performed by the same
individual.

>
e
R
o
S
Of

REAEEEARTRNTRMRXEAL20E - A
BEFARIB=FREET R I R
BANREBERAAFE108@QK 8 —EX
BRBAFAE L BR=02— (HWHABLIE
RZHN=ZWEE ARROETIR=02Z—
MBE)NESEARERT ESESF(BFA
BEZEFHNESR) ERLI B =FHERE
—R-BEEFAERBEREET -ARAAR
EZREMBRRAEG LEMREZHR -

REBEADAEBEIRZAANFE108E  BEBLE
FEEBEEBREERREFKREGRER
T BERFNEERALBBBEREREL-

B AGEM L 8 B £5.05(1) « $5.05Q2) & %
506A1  ARBIEEE=RBUIENITES
HolBBEEEeXREN=pz— BRZEEF
EVE—RBEAAENEEE R LT NAE
B EEEEME - RIEGEM LT A 555.09
ERRTE AR CEESBYIERNTESRH
FEBIYBRE EFCRABREGEM TR
AIFTE MBI IES FTEBUERTESFR
HEEL -

REBEEEERTRNTARXEA2.1E /&
RITHAHMNBERZ DA TEAR— AR
£

2017 £ 3R

31



32

23
M
il
s
L
OfF

Under the current management structure of the Company,
Mr. Cheng Wai Tak (“Mr. Cheng”) is the Chairman and
Chief Executive Officer. With Mr. Cheng’s extensive
experience in the industry, the Board believes that vesting
the roles of both Chairman and Chief Executive Officer in
the same person would provide the Company with strong
and consistent leadership, allow for effective and efficient
planning and implementation of business decisions and
strategies, and would be beneficial to the business
prospects and management of the Group.

Although Mr. Cheng performs both the roles of Chairman
and Chief Executive Officer, the division of responsibilities
between the Chairman and Chief Executive Officer is
clearly established. In general, the Chairman is
responsible for supervising the functions and performance
of the Board, while the Chief Executive Officer is
responsible for the management of the business of the
Group. The two roles are performed by Mr. Cheng
distinctly. The Board also considers that the current
management structure does not impair the balance of
power and authority between the Board and the
management of the Company given the appropriate
delegation of the power of the Board and the effective
functions of the independent non-executive Directors.
However, it is the long-term objective of the Company to
have these two roles performed by separate individuals
when suitable candidates are identified.

The Board has established, with written terms of
reference, three board committees, namely audit
committee, remuneration committee and nomination
committee, to oversee particular aspects of the
Company’s affairs. The Board committees are provided
with sufficient resources to discharge their duties. The
written terms of reference for each Board committee are
in line with the GEM Listing Rules and are available on the
websites of the Stock Exchange and the Company,
respectively.
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The Company has established an audit committee on 20
January 2014 with written terms of reference
compliance with Rule 5.28 of the GEM Listing Rules and
code provision C.3 of the CG Code. The audit committee
consists of three independent non-executive Directors,
namely, Mr. Wong Yik Chung John, who has the
appropriate accounting and financial related management
expertise and serves as the chairman of the audit
committee, Mr. Wong Chi Chiu and Mr. Li Shui Yan.

The primary duties of the audit committee are (but without
limitation) to assist the Board in providing an independent
view of the effectiveness of the Company’s financial
reporting process, internal control and to review the
Company’s risk management and internal control systems,
to oversee the audit process and to perform other duties

and responsibilities as assigned by the Board.

The audit committee held four meetings during the year.
Its composition and attendance of individual members at
these audit committee meetings are as follows:

Members of the audit committee

EREEERE

Mr. Wong Yik Chung John
Mr. Wong Chi Chiu
Mr. Li Shui Yan

During the year, the audit committee reviewed the
Company’s annual financial statements, annual results
announcement, interim and quarterly announcements and
reports; discussed and reviewed the internal control and
risk management systems of the Group; reviewed the
effectiveness of the Company’s internal audit function;
met with the independent external auditors and reviewed
report from the independent external auditors regarding

their audit on annual financial statements.
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The Company established a remuneration committee on
20 January 2014 with written terms of reference in
compliance with code provision B.1 of the CG Code. The
remuneration committee consists of three members, the
majority of whom are independent non-executive
Directors, namely Mr. Wong Chi Chiu, who serves as the
chairman of the remuneration committee, Mr. Cheng Wai
Tak and Mr. Wong Yik Chung John.

The primary duties of the remuneration committee include
(but without limitation): (i) making recommendations to the
Directors on the policy and structure for all remuneration
of Directors and senior management and on the
establishment of a formal and transparent procedure for
developing policies on such remuneration; (ii) determining
the terms of the specific remuneration package of the
Directors and senior management; (iiij reviewing and
approving performance-based remuneration by reference
to corporate goals and objectives resolved by the
Directors from time to time.

During the year, the remuneration committee held one
meeting for, inter alia, reviewing the policy and structure
for all remuneration of Directors and senior management
and made recommendations to the Board regarding the
remuneration packages of executive directors and senior
management and director’s fee of independent
non-executive directors. The remuneration committee
satisfied the existing arrangement and there was no
recommendation to the Board on change of such policy
and structure. All the members of the remuneration
committee, including Mr. Wong Chi Chiu, Mr. Cheng Wai
Tak and Mr. Wong Yik Chung John, attended that
meeting.
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Each of the Directors will receive a fee which is subject to
an annual adjustment at a rate to be reviewed by the
remuneration committee and be determined at the
discretion of the Board. The Company’s policy concerning
the remuneration of the Directors is that the amount of
remuneration is determined by reference to the relevant
Director’s experience, responsibilities, workload and the
time devoted to the Group. The Group has adopted
incentive bonus schemes and continues to maintain these
schemes, seeking to align the financial well-being of the
Group with that of the employees, and to retain the
Directors and staff of high caliber.

The Company established a nomination committee on 20
January 2014 with written terms of reference in
compliance with code provision A.5 of the CG Code. The
nomination committee consists of three members, the
majority of whom are independent non-executive
Directors, namely Mr. Cheng Wai Tak, who serves as the
chairman of the nomination committee, Mr. Mr. Wong Yik
Chung John and Mr. Li Shui Yan.

The primary function of the nomination committee
includes making recommendations to the Board to fill
vacancies on the same, assessing the independence of
independent non-executive Directors and reviewing of the
structure, size and composition of the Board.

During the vyear, the nomination committee held one
meeting for, inter alia, reviewing the structure, size and
composition of the Board and board diversity policy as
well as discussing matters regarding the retirement and
re-election of Directors and succession planning for
directors and assesses the independence of independent
non-executive Directors. All the members of the
nomination committee, including Mr. Cheng Wai Tak, Mr.
Wong Yik Chung John and Mr. Li Shui Yan, attended that
meeting.
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The Company has adopted a board diversity policy (the
“Diversity Policy”) which sets out the approach to achieve
diversity on the Board. The Company embraces the
benefits of having a diverse Board to enhance the quality
of its performance. Pursuant to the Diversity Policy, the
Company seeks to achieve Board diversity through the
consideration of a number of aspects, including (but not
limited to) gender, regional and industry experience, skills,
knowledge and educational background.

The Board will consider to set measurable objectives to
implement the Diversity Policy and review such objectives
from time to time to ensure their appropriateness and
ascertain the progress made towards achieving those
objectives. At present, the Board has not set any
measurable objectives.

The nomination committee will review the Diversity Policy,
as appropriate, to ensure its effectiveness.

The Company’s corporate governance function is carried
out by the Board pursuant to a set of written terms of
reference adopted by the Board, which include (a)
develop and review the Company’s policies and practices
on corporate governance and make recommendations to
the Board; (b) review and monitor the training and
continuous professional development of directors and
senior management of the Company and its subsidiaries;
(c) review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements; (d) develop, review and monitor the code of
conduct and compliance manual (if any) applicable to
employees and directors of the Company and its
subsidiaries; (e) review the Company’s compliance with
the CG Code and disclosures in the corporate
governance report of the Company required to be
prepared pursuant to the GEM Listing Rules; and (f)
consider, review and decide any other topics, as
authorised by the Board.
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During the year, the Board reviewed and discussed the
corporate governance policy of the Group and was
satisfied with the effectiveness of its corporate
governance policy.

According to the code provision A.6.5 of the CG Code, all
directors shall participate in continuous professional
development to develop and refresh their knowledge and
skills to ensure their contribution to the Board remains
informed and relevant.

During the year, the Company provided training materials
for all the Directors to keep them abreast of the latest
development of legal, regulatory and corporate
governance. The Company has received the records of
training from all Directors.

The Group, together with its legal advisers, continuously
update the Directors on the latest developments regarding
the GEM Listing Rules and other applicable regulatory
requirements, to ensure compliance and enhance their
awareness of good corporate governance practices.

All Directors acknowledge their responsibility to prepare
the Group’s consolidated financial statements for each
financial period to give a true and fair view of the state of
affairs of the Group and of the results and cash flows for
that period. The Directors continue to adopt the going
concern approach in preparing the consolidated financial
statements and are not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt upon the Company’s ability to continue
as a going concern.

The responsibilities of the external auditors about their
financial reporting are set out in the independent auditor’s
report attached to the Company’s financial statements for
the year ended 31 December 2017 in this annual report.
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For the year ended 31 December 2017, the remuneration
paid or payable to PricewaterhouseCoopers in respect of
audit and non-audit services provided is set out below:

BE_ZT—tFt_A=1t—"BLFE B3R
kh%%ﬁ&#%ﬁ%%ﬂﬁi%ﬁ%m&ﬁ
BEFEMEHAOMSFINMT

Remuneration

Services rendered paid/payable
P 42 14t AR 7% B EA#ME
HK$’000

FET

Audit services Ei R 1,700
Non-audit services IEEFT R 96
Total st 1,796

The Board acknowledges its responsibility to maintain an
effective risk management and internal control systems in
order to safeguard the Group’s assets and investments
and the shareholders’ interest. The Board oversees the
overall risk management of the Group and endeavors to
identify, control impact of the identified risks and facilitate
implementation of coordinated mitigating measures. Such
internal control systems are designed to manage rather
than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

The Group has established a risk management policy set
out the process of identification, evaluation and
management of the principal risks affecting the business.
Each division is responsible for identifying, assessing and
managing risks within its divisions, identify and assess the
principal risks on a quarterly basis with mitigation plans to
manage those risks. The management is responsible for
overseeing the risk management and internal control
activities of the Group, quarterly meetings with each
divisions to ensure principal risks are properly managed,
and new or changing risks are identified and
documented. Lastly, the Board is responsible for
reviewing and approving the effectiveness and adequacy
of the Group’s risk management and internal control
systems.
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The risk management framework, coupled with the
Group’s internal controls, ensures that the risks
associated with different divisions are effectively controlled
in line with the Group’s risk appetite.

The risk assessment report was submitted to the audit
committee and the Board for review.

The Group does not have an internal audit function within
the Group. Nevertheless the Company engaged an
external consultant, CT Partners Consultants Limited to
carry out internal audit function and had during the year
conducted review of the effectiveness of the Group’s risk
management and internal control systems. The review
covering, inter alia, the sales, receipt and receivable cycle
on trading of display products and optics products, and
make recommendations for improvement and
strengthening of internal control system. The internal
control review report was submitted to the audit
committee and the Board for review. The audit committee
has requested the management to follow up the
recommendations of the external consultant to remedy the
control issues identified or to further improve the internal
control system.

The Board has the overall responsibility to maintain the
adequacy of resources, staff qualifications and
experience, training programs and budget of accounting
and financial reporting function and the Board has
reached the conclusion that the Group’s risk management
and internal control systems were in place and effective.
The Board will review and assess the risk management
and internal control systems at least once a year. The
Company has established a whistle-blowing policy and
system for employees of the Group to raise concerns
about possible improprieties in financial reporting, internal
control and other matters. No significant areas of concern
that may affect the financial, operational, compliance,
controls and risk management of the Group have been
identified.

With respect to the monitoring and disclosure of inside
information, the Company has adopted a policy on
disclosure of inside information, with an aim to ensure
that the insiders abide by the confidentiality requirement
and fulfill the disclosure obligation of the inside
information. The policy describes clearly the decision trees
to distinguish inside information and necessary actions.
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Employees and other relevant parties are required to keep
inside information in strict confidential. Once the inside
information needs disclosure, the manner must be equal,
truly and effective.

The Company aims to provide its shareholders and
investors with high standards of disclosure and financial
transparency. The Board is committed to provide clear
and detailed information of the Group to its shareholders
in a timely manner and on a regular basis, through the
publication of quarterly, interim and annual reports and/or
dispatching circulars, notices, and other announcements.

The general meetings of the Company provide a forum for
communication between the Board and the Company’s
shareholders. The Chairman of the Board and other
members of the respective committees are available to
answer questions of the shareholders at the general
meeting. The Company recognises the importance of
maintaining on-going communications with the
shareholders and encourages them to attend general
meetings to stay informed of the Group’s businesses and
convey any concerns they may have to the Directors and
senior management.

The Company maintains a website at
http://www.perfect-optronics.com where extensive
information and updates on the Company’s financial
information, corporate governance practices and other
useful information are posted and available for access by
the public investors.

At the annual general meeting held in 2017, separate
resolutions were proposed by the chairman in respect of
each separate issue, including re-election of directors and
voted by way of poll. The Company announced the
results of the poll in the manner prescribed under the
GEM Listing Rules. The respective chairman of the Board,
audit committee, remuneration committee and nomination
committee had attended the annual general meeting held
in 2017 to ensure effective communication with
shareholders. All the Directors had attended the annual
general meeting held in 2017.
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Pursuant to Article 64 of the articles of association of the
Company, the Board may, whenever it thinks fit, convene
an extraordinary general meeting. Extraordinary general
meetings shall also be convened on the requisition of one
or more shareholders holding, at the date of deposit of
the requisition, not less than one tenth of the paid up
capital of the Company having the right of voting at
general meetings. Such requisition shall be made in
writing to the Board or the company secretary of the
Company for the purpose of requiring an extraordinary
general meeting to be called by the Board for the
transaction of any business specified in such requisition.
Such meeting shall be held within 2 months after the
deposit of such requisition. If within 21 days of such
deposit, the Board fails to proceed to convene such
meeting, the requisitionist(s) himself (themselves) may do
so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by
the Company.

Article 113 of the articles of association of the Company
provides that no person other than a retiring Director,
shall, unless recommended by the Board for election, be
eligible for election to the office of Director at any general
meeting, unless notice in writing of the intention to
propose that person for election as a Director and notice
in writing by that person of his willingness to be elected
shall have been lodged at the head office or at the
registration office. The period for lodgment of the notices
required under this Article will commence no earlier than
the day after the despatch of the notice of the general
meeting appointed for such election and end no later
than 7 days prior to the date of such general meeting
and the minimum length of the period during which such
notices to the Company may be given will be at least 7
days. The written notice must state that person’s
biographical details as required by Rule 17.50(2) of the
GEM Listing Rules. The procedures for shareholders of
the Company to propose a person for election as director
is posted on the Company’s website.
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Shareholders may send their enquiries and concerns to
the Board by addressing them to the Company Secretary
by mail to the principal office of the Company in Hong
Kong. The Company Secretary forwards communications
relating to matters within the Board’s purview to the
Board and communications relating to ordinary business
matters, such as suggestions, inquiries and complaints, to
the Chief Executive Officer.

Shareholders may also make enquiries with the Board at
the general meetings of the Company.

The Company Secretary, Mr. Tse Ka Wing (“Mr. Tse”), is
an employee of the Company. He was appointed as an
Executive Director with effect from 26 March 2015. He
reports to the Chairman and is responsible for advising
the Board on corporate governance matters. The
biographical details of Mr. Tse are set out under the
section headed “Biographical Details of Directors and
Senior Management”.

During the year, Mr. Tse has undertaken not less than 15

hours of relevant professional training in accordance with
Rule 5.15 of the GEM Listing Rules.

During the year, there is no change in the Company’s
constitutional documents.
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RE-HEKRER

Perfect Optronics Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) reaffirms its
commitment towards sustainability with the publication of
its second Environmental, Social and Governance (“ESG”)
Report 2017. This report is prepared in compliance with
the ESG Reporting Guide set out in Appendix 20 to the
Rules Governing the Listing of Securities on GEM of The
Stock Exchange of Hong Kong Limited.

This report covers all operations of the Group and
describes its initiatives and progress in respect of ESG for
the year from 1 January 2017 to 31 December 2017.

The Group has tried to make this report as clear, concise
and accurate as possible. The board of directors of the
Company (the “Board”) acknowledges its responsibility for
ensuring the integrity of the ESG Report and to the best
of its knowledge this report addresses all material issues
and fairly presents ESG performance of the Company and
its impacts. The Board confirms that it has reviewed and
approved the report.

The Group is mainly engaged in trading and processing of
display panels, development and sales of optics products
and trading of related electronic components. Striving for
continued success, the Group is determined to establish
a sustainable business model and create positive impacts
for key stakeholder groups including employees, suppliers,
sub-contractors, customers and the community, etc.

While our operations do not pose significant impact to the
environment and our society, we strive to minimize any
potential negative impacts. As we source display
components from our suppliers and engage with service
providers who process some of the products we trade in,
supply chain management plays a major role in the
Group’s sustainable development. Thus, we maintain
close communication with our suppliers and processing
service providers to monitor their sustainability
performance and compliance with all applicable laws and
regulations.
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This year, we have taken a step further to implement a
green office scheme, “Let’'s GO”, aimed at ensuring that
our operations are conducted in an environmentally
responsible manner. Internally, we are devoted to
protecting employees’ rights, providing employees with
training for continuous development and creating a safe
and healthy working environment. Externally, we are
dedicated to helping the underprivileged of the
community.

We believe sustainability requires a concerted effort from
the Group and its stakeholders. We will continue to strike
a balance between profit, planet and people, bearing our
fair share of social responsibility.

The Group insists on integrity of its operations and tries to
strengthen corporate discipline. At the same time, we
strive to satisfy customer needs and maintain the highest
level of security and confidentiality.

A stable and efficient supply chain contributes to the
Group’s success. We strive to maintain a reliable supply
chain with high quality and trustworthy products by
establishing mutually beneficial working relationships with
suppliers and processing services providers.

We ensure that our procurement process is corruption-
free, promoting fair competition to protect the interests of
our suppliers. To maintain high safety standards in the
materials we procure, we require our suppliers to provide
evidence that they possess the licence or permit for
production. All processing services providers are required
to provide us with a copy of their business licence, as
well as other relevant permits and approvals for
operations.

We also encourage our major suppliers and processing
services providers to commit to social responsibility,
including environmental protection, human rights and
product responsibility, etc.
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The Group strives to achieve customer satisfaction by
meeting their expectations and is dedicated to ensuring
the quality of services and products provided abide by
related international standards.

We ensure our processing services providers meet the
Group’s standards. Their performance is regularly
reviewed. In case of any problems found in the products,
our technicians check the products to determine whether
it is the responsibility of the suppliers or the processing
services providers.

The Group respects the privacy of its customers and
maintains the highest level of security and confidentiality.
All our employees are responsible to protect customers’
information against improper disclosure, misuse or
unauthorized use, loss, damage or corruption.

During the vyear, the Group did not encounter any
incidents of non-compliance with laws and regulations
having a significant impact on the Group, relating to
health and safety, advertising, labelling and privacy
matters concerning products and services provided.

The Group emphasizes integrity and expects its
employees and suppliers to share this value. We have set
up an Anti-Fraud Management System which aims to
prevent bribery, blackmail, fraud and money laundering.
The Director and all employees are expected to strictly
abide by the relevant laws, industry standards and
guidelines, to establish integrity and to prevent damage to
interests of the Group and its shareholders.

A Code of Conduct specifically communicates to all
employees proper business practices and prohibited acts,
including prohibition of soliciting advantages and
accepting gifts. We strive to safeguard assets and
interests of our shareholders and abide by all related laws
and regulations, including the Prevention of Bribery
Ordinance in Hong Kong. During the year, we were not
aware of any breach of laws and regulations that had a
significant impact on the Group relating to bribery,
extortion, fraud and money laundering.
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Our employees should avoid engaging in business,
investments or activities that might give rise to a conflict
with the interests of the Group. If and when a conflict
arises, employees are asked to sign a declaration form
approved by the Chief Executive Officer.

To monitor and investigate suspicious acts related to
bribery or dishonesty, the Group encourages
whistleblowing. Any staff member who becomes aware of
any existing or potential breach of the Code is
encouraged to report promptly to the designated
department via a reporting line or complaint mailbox. The
Group then takes appropriate actions, including
disciplinary action, termination of employment or
preventive action. Cases of criminal offences are reported
to appropriate authorities for the required legal action(s).

Human capital is the Group’s most valuable asset and
one of the primary contributors to our success. We adopt
people-oriented management to provide a safe and
healthy workplace for all employees.

We have established a comprehensive personnel
management procedural document, which clearly states
our policies about salary and dismissal, recruitment,
promotion, as well as working hours and holidays. Our
personnel management system complies with relevant
labour laws and regulations, including but not limited to
Labour Law of PRC, Provisions on the Prohibition of
Using Child Labor, Employment Ordinance (Chapter 57 of
Laws of Hong Kong), Employees’ Compensation
Ordinance and Minimum Wage Ordinance. During the
year, we did not come across any incidents of non-
compliance with laws and regulations that had a
significant impact on the Group, relating to employment
and labour practices and occupational health and safety.
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The Group strives to create a harmonious and egalitarian
workplace for all employees. Being an equal opportunity
employer, the Group provides equal opportunities in all
aspects of employment regardless of age, gender, family
status, sexual orientation, ethnicity, creed and religion or
other characteristics. The Group does not tolerate any
form of harassment and has developed a Code of
Conduct for employees to reinforce their awareness in this
regard.

To attract and retain talents, the Group is committed to
providing competitive remuneration packages and welfare
benefits to employees, including medical benefits, social
insurance, provident funds, bonus and a share option
scheme. Other employee benefits include basic pension
insurance fund, unemployment insurance fund, basic
medical insurance fund, work-related injury insurance fund
and maternity insurance fund, as required by the Social
Insurance Law of the PRC are also provided. Our
employees’ remuneration packages are regularly reviewed
to ensure that they match the prevailing market levels.

While the Group does not operate in locations where child
labour risk is relatively high, we are striving hard to work
with our suppliers and sub-contractors to ensure there is
no forced labor or child labor working in their production
facilities. During the year, the Group did not receive any
reports relating to the use of child labour or forced
labour.
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As at 31 December 2017, there were 98 employees in
total, most of which were in mainland China, accounting
for 69%, with employees in Hong Kong accounting for the
remaining 31%. The ratio of male to female is 68:32.
Most of them (75%) are 31-50 years old.
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Our operations are not related to any high-risk areas such
as occupational health and safety. We strive to maintain a
healthy and safe working environment for our employees
and provide such information, training and supervision as
they might need for this purpose. The Group also
maintains satisfactory hygiene standards and follows safe
working practices in its offices and warehouses by
prohibiting smoking and drinking. We strictly complied
with all occupational safety related laws, including the
Occupational Safety and Health Ordinance, the Production
Safety Law of PRC and Law on Prevention of
Occupational Disease and Measures for the Supervision
during the year under review.

For assisting employees to realize their full potential, the
Group considers training an important aspect for
continuous development of the staff. We aim to provide
opportunities for the employees to develop job-related
knowledge and skills. For example, we arrange internal
training to improve the technical understanding of our
products, motivating our current employees to align their
personal goals with our business needs.
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The Group values the feedback from employees and has
established various channels to collect feedback from
employees for ongoing improvements.

The Group aims to be considerate to the domestic
community where our businesses are located by bringing
positive impacts to the local community. We encourage
our employees to get involved and take part in community
development. In 2017, the Group donated HK$200,000 to
Heep Hong Society, aiming to support the organization’s
mission to assist children and youth with special
education needs. In the future, we will continue to
support activities that propel a harmonious community.

The Group is committed to continual improvement of its
environmental performance, striving to mitigate its carbon
footprint through adopting various environment-friendly
approaches in the office and the supply chain.

We recognise the importance of environmental protection
and put efforts in our daily operations to this end and also
communicate this value to our suppliers and processing
services providers. We are dedicated to reducing the
environmental impacts associated with our business
operations.

As the Group is not directly involved in any production
process, the most significant environmental impact of our
operations is emission of greenhouse gases and air
pollutants generated by the energy used in office
premises and vehicles. In 2017, we did not notice any
material non-compliance of laws and regulations that
could have had a significant impact related to air and
greenhouse gas emissions, discharge into water and land
or generation of hazardous and non-hazardous waste.

This section reports on the Group’s resources
consumption and emissions from its operations in Hong
Kong and Shenzhen.
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In 2017, total direct energy consumption arising from —ZT—+%F - THBEEMTHELNEZEER
gasoline consumption by vehicles was 23,682 liters. Total ## 2 A23,682 2 - HEB W HELEN
direct consumption of electricity was approximately 118,609 FL B o 7% & [B £ 42 #& /K 8 /3619M8
118,609 kWh. Mainly for employees’ daily consumption, T EAE T H & H#E o AN & B SKEUE A KR
the Group’s total water usage was 519 tonnes. The RETMMEE ELEBEITHMNAEFRAE
Group has no issue in sourcing water and its operations  # %} o
did not involve material use of packaging materials.
Intensity
Unit 2017 (per area)
BE
Types of Resources ERESE B —E—tF (BumBE)
40.95 kWh/m?
Electricity EW kWh + I B 118,609 40.95F BB/ F 75 oK
8.18 liter/m?
Gasoline i liters A Ft 23,682 8.18AF F K
0.55 tonne\/m2
Tap Water EEFIN tonnes 1A 519 0.55M8 /" F 77 3K
The Group’s carbon emissions include direct emissions A& B AV BER B IEE TEE A UAEL R
from gasoline used by its vehicles and indirect emissions & B8 &% B K FEBE AT 77 B 4 A0 R 32 HF R
due to consumption of purchased electricity. In 2017, & —44 - AR HENE 1261 ° E 5 Q7T
total carbon emissions were 126 tonnes. The SOx, NOx  HIFR & L) - ALY R Z M EERE D
and PM emissions from company vehicles were 0.3 kg, /&0.32 1232 T ROOAT - AR AREE
12.3 kg and 0.9 kg respectively. Due to the Group’s ZEMRPAE ELAEENEZEZYH
office-based operation, the volume of hazardous and non- & # 45 A& i -
hazardous waste generated is considered to be
immaterial.
Intensity
Unit 2017 (per area)
BE
Types of Emission BHER B —E-tfF (BuEB)
Direct (Scope 1) Carbon ER(EE ) BREER tCOze 63.0 0.02 tCOze/m?
Emission' M-EltirE= 0.020 — £ (L B
28/ FHK
Indirect (Scope Il) Carbon % (& =) e tCOze 63.0 0.02 tCOze/m?
Emission? H_altREE 0.020f = &1L ik
B8/ THK
Sulphur Oxides (SOx) i &1L ¥(SOx) kg DT 0.3
Nitrogen Oxides (NOx) A AL MNOX) kg A fr 12.3
Particulate Matters (PM) BZ R (PM) kg BT 0.9

! Direct emissions from operations that are owned or controlled by

the Group.

! AREBEAREG WL ERELNE RN -

2 Indirect emissions resulting from the generation of purchased
electricity consumed within the Group.
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Environmental, Social and Governance Report
RE-HE8RERRSE

Resources Conservation B EIR

Let's QL)
bk 5 25

A greener office not only contributes to a better HEWHAETERLETELNIRE MR
environment but also reduces operational costs. While the {KZER Y -HANAEBZEUNRAETAET
Group’s operations are primarily office-based, we strive to HfIEBLEBY BB AR BENGZCOHRARE
promote the concept of energy-saving, resources srEI[4x#HE=M BRORMAZTHESEL &
conservation and pollution minimization in our office by JRETHI Ml L5 ZmBE A o

participating in “Let’'s GO”, a green office scheme

designed by a third-party consulting firm.

This scheme helps embed environmental sustainability in ANt B BHEN HE ] TR ERE LS
daily operations by recommending simple yet feasible - BN HEHELEPERRBAFELRRE -
initiatives regarding energy and resources conservation. FTE|H R MPHAEHNIRBEEICETIHG LB
The scheme evaluates environmental performance of our KEMMWE T HEBAIZGZE T IESTMNB L4k
office and requires our staffs to sign an online green ERZFZ - HFERHEPENE®R FEET
pledge about creating a greener workplace. Stickers and Z Y 4@ E1E GBI AZRIBEEEE -
posters were provided to encourage staffs to develop 2238 M ¥ N & & B UK 4K ok M 2B ¢} - {F A A4
green habits, such as switching off lights, air-conditioners @A R EiK - SIHNAKULEEFEREE
and office equipment before leaving the office, recycling MBI TEREEHER °

papers and plastics, using web-conferencing to avoid

travel, conserve water resources and making repeated

use of low-value consumables such as envelopes and

clips.

Energy Conservation

BRI REIR

Lighting

Air Conditioning

Office Equipment

-
]
ﬁllrllr
E

g C=N@]

g C=N@]

Resources Conservation

BREIR

Paper Use Conservation

A PR

Plastic Waste Reduction

R EERY

WEEE Recycling BEEERE E 7R E(WEEE)E W

( Al B

( Al B

Water Conservation

EESDEERIS
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BE HERERRSE

A greener supply chain is crucial for the Group’s
sustainable development. We ensure all our products are
sourced from suppliers that share our sustainability values
and care about the environment. The Group encourages
them to adopt measures required to conserve resources
and mitigate pollution.

The Group has established stable and long-term business
relationships with green and socially responsible suppliers
for over ten years. Our major suppliers have obtained ISO
14001 Environmental Management System certification
and some have also verified their greenhouse gas
emissions and received IECQ' Certificate of Conformity for
Hazardous Substances Process Management. We will
continue to work closely with our suppliers to develop
innovative technologies to create a greener environment in
the future.

We have also established various internal control
measures to monitor environmental performance of our
processing services providers. We ensure that our
processing services providers have registered with the
relevant environmental protection authority in accordance
with the PRC laws and have obtained a special licence
before starting operations. For example, the slimming
processing plant is required to provide relevant discharge
permits as it generates pollutants during the process. In
addition, the Group also undertakes regular site visits to
check if the processing services providers’ facilities meet
our required environmental standards. We communicate
closely with them to monitor their environmental
compliance levels.

! International Electronic Component Quality Assessment System
(IECQ) is a world-recognized certification system under The
International Electrotechnical Commission that covers the supply
and process of electronic component, related materials and
components which including modules.
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Workforce
Demographics

EBEAO&KS

Environment
RiB

Total Headcount
By Geographical Distribution
Hong Kong
Mainland China
Total

By Age
<31
31-50
>50

By Gender
Male
Female

Total Resources Consumption
Electricity
Gasoline
Tap Water

Intensity (per area)

Electricity

Gasoline

Tap Water

Emissions
Sulphur Oxides (SOx)
Nitrogen Oxides (NOx)
Particulate Matters (PM)

BE HERERRS

Unit
B
BTHY
% b [@ & 55
BB
AR ER A D
BET
HFHRE D
<31
31-50
>50
1% RIE 5
Es
e
ERHEHERE
EW) kKWh F & 5§
M liters A Ft
B 2K tonnes WA
RE(BENEE)
BN kWh/m?
FTEBE,
YR liter/m?
A
75K
SN tonne/m?
Mg, 77 oK
EHRE
4.1k )(SOx) kg A
ARAL¥ (NOx) kg AT
FZIF AL (PM) kg AT

2017
—®—t%

30
68
98

19
73

67
31

118,609
23,682
519

40.95

8.18

0.55

0.3
12.3
0.9
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Unit 2017
Bfy —F—tF

Greenhouse Gases Emissions BERBEHEKE
GHG emissions BRERBHENE tCO,e 126
WE =&
{bixE £
Scope | #wE() tCO,e 63
W~ &
=
Scope I #wE) tCO,e 63
WE =&

LR E &

Intensity (per area) EE(EVLEK)
GHG emissions BERBHENE tCO,e/m? 0.04
MR — 4
e g
K
Scope | #E() tCO,e/m? 0.02
WE— 4
L E &,/
7K
Scope |l #E(D) tCO,e/m? 0.02
WA
fLimEE
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B REMIER

A. Environmental

Aspect A1
& EA1

General disclosure

—REE

KPI A1.1

B 52 A AU 1R AT

KPI A1.2

B 82 A IR 1RAL.2

KPI A1.3

BA$2 A IR IRA18

HKEX ESG Reporting Guide
Requirements
ERBMRMZERE
HERERAMEESIRE

ARIE

Emissions

235 &7)

Information on:
EHEBERNMBEREER mMAKEL
HEEES BEENEEREVNELE

=R

(@)  the policies; and

@ BER: LK

(b)  compliance with relevant laws
and regulations that have a
significant impact on the issuer,

b)) BFHETABEATZENE
BE R &R

WEH -

relating to air and greenhouse gas
emissions, discharges into water and
land and generation of hazardous and
non-hazardous waste.

The types of emissions and the
related emissions data.

e EE LA REUE -

Greenhouse gas emissions in total (in
tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume in each facility).

mE R AN E (ARG E) k(i
HR)EE(WMNEEEEN  BIER
Mt &) e

Total hazardous waste produced (in
tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume in each facility).
FEXREEEWMESE UMGE) &
(ER)EE(WMNEBESHM -
R M EH ) -

BE HERERRS

Section/Remarks

BE B

Environmental Management
BAEER

Environmental Management
— Emission
RIBER — W

Environmental Management

— Emission

REEE — B

Environmental Management

— Emission

RFEEE — B
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KPIs
BA R A MR R

KPI A1.4

FA A IRIEIRAL4

KPI A1.5

B EBUIER A1.5
KPI A1.6

B AE BUERR A1.6
Aspect A2

[ HEmA2

General disclosure

— R

KPI A2.1

B8 52 48 U 1R A2.1

KPI' A2.2

B S A IR A2.2

HKEX ESG Reporting Guide
Requirements
ERBIM2EE
HEREAREEIRE

Total non-hazardous waste produced
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume in each facility).
FTEEREREEMREE (UBAE) X
(mER)=E(WNEEEEM -
BHRmEE) o

Description of measures to mitigate
emissions and results achieved.

R R BERE MR i M TSR o

Description of how hazardous and
non-hazardous wastes are handled,
reduction initiatives and results
achieved.
HEEREEERETEEDN T A
BEELEENEBREMERR -

Use of resources

BERER

Policies on the efficient use of
resources, including energy, water
and other raw materials.
ERFERER(BERER  KREMER
MR BBUR ©

Direct and/or indirect energy
consumption by type (e.g. electricity,
gas or oil) in total (kWh in ’000s) and
intensity (e.g. per unit of production
volume in each facility).
REDNESNEER ABEEER
(ME - -magom@EECATEFTR
K BE)RERE(WMUEBESEEM -
BRI HE)

Water consumption in total and
intensity (e.g. per unit of production
volume in each facility).
BREKENEZEE(WMULNBEESEM
BERBFE) -
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Section/Remarks
EE B

Environmental Management
— Emission

REEE — B

Environmental Management
— Resources Consumption
RRER — BRHA

Environmental Management
— Resources Conservation

RIEEE — SI0NER

Environmental Management

RIREHE

Environmental Management
— Resources Consumption

REEE — BRHER

Environmental Management
— Resources Consumption

RREHE — BRHBER
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BREAMER

KPI A2.3

B B2 UIE TR A2.3

KPI A2.4

FASEAE UETR A2.4

KPI A2.5

B S A8 IR A2.5

Aspect A3

EmE A3

General disclosure

—REE

KPI A3.1

B 52 A AU 1R A3

HKEX ESG Reporting Guide
Requirements
ERBIM2EBE
HEREAREEIRE

Description of energy use efficiency
initiatives and results achieved.

R BE R E A s st B R ISR »

Description of whether there is any
issue in sourcing water that is fit for
the purpose, water efficiency
initiatives and results achieved.

SR EGE A KR ER B ER A
AR BRI EI R AEAR -

Total packaging materials used for
finished products (in tonnes) and, if
applicable, with reference to per unit
of production volume.
HXmAABEME @S (AN
BR(mER) BEEENES -
The environment and natural
resources

BERRXRER

Policies on minimizing the issuer’s
significant impact on the environment
and natural resources.
BEETABRREERAERENE
ATENHBE -

Description of the significant impacts
of activities on the environment and
natural resources and the actions
taken to manage them.
HEBEZHHRERRABERNE
AXERERDNEERFETENT
& o

RIE-HER

Section/Remarks

BE A

Environmental Management
— Resources Conservation
RBEE — BNER

Environmental Management
— Resources Consumption

RREHE — BERHBER

Environmental Management
— Resources Consumption

REEHE — BRHA

Environmental Management
— Resources Conservation

RIEEE — SI0NER

Environmental Management
— Resources Conservation

RREHE — BINER

N
BRWME
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KPIs
BA R A MR R

B. Social
B.i®

Aspect B1
& mB1

General disclosure

—REE

KPI B1.1

B 5245 IR 1R B1.1

Aspect B2
fEmE B2

General disclosure

—REE
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HKEX ESG Reporting Guide
Requirements
ERBIM2EE
HEREAREEIRE

Working conditions

TR
Information on:

BERFMERERE BERE - TF
RE - RE - ZTEUREMFER
BAE

=

the policies; and
BE R

=

(b)  compliance with relevant laws
and regulations that have a
significant impact on the issuer

b)) BTFHETABEARZENIE
BE R &R

BWEH -

related to compensation and
dismissal, recruitment and promotion,
working hours, rest periods, diversity
and other benefits and welfare.

Total number of employees
categorized by gender, age and
regions.

mER - FikMtRE D HESBE -

Health and safety
REEZ2R

Information on:

ERRHZE2TERREIREREE
RREMREN:

(@)  the policies; and
() HZE: &

Annual Report 2017

Section/Remarks

BE B

Our People and Community
— Employee Management
BEIh#tR — EEEIRE

Our People and Community
— Employee Composition

BETh#E — EEEMK

Our People and Community
— Occupational Health and Safety
BETR#tE - BXERERZS
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BREAMER

Aspect B3
Em B3

General disclosure

— R

Aspect B4
[EmEB4

General disclosure

—REE

HKEX ESG Reporting Guide
Requirements
ERBIM2EBE
HEREAREEIRE

(b)  compliance with relevant laws
and regulations that have a
significant impact on the issuer

b)) BIFHBTABEAZENIE
B =R R AR

HE K

relating to providing a safe working
environment and protecting employees
from occupational hazards.

Development and training
BRRIEI

Policies on improving employees’
knowledge and skills for discharging
duties at work. Description of training
activities.
EBRRARERITIEBRENMER
FREEHIBUR - f 55 B -

Labour standards

& T A
Information on:

BREAMIEET REHIEITH :

5

the policies; and
B M

5

(b)  compliance with relevant laws
and regulations that have a
significant impact on the issuer

b)) BIFHBTABEARAZENIE
B A2 R AR

HE K o

relating to preventing child or forced
labour.

BE HERERRS

Section/Remarks

BE A

Our People and Community
— Training and Development

BIRkttE — BIIRER

Our People and Community
— Employee Management

EThkitlE — EEEE
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KPls

BREAMER

Aspect BS
[Em B5

General disclosure

— R

Aspect B6
fE mB6

General disclosure

— R

Aspect B7
fEmB7

General disclosure

— R

HKEX ESG Reporting Guide
Requirements
ERBIM2EE
HEREAREEIRE

Supply chain management

HEREEE

Policies on managing environmental
and social risks of the supply chain.
EEMHEENRERESRABBEK -

Product responsibility
EmEE

Information on:

B RARIRMHE S MR &R ER
2 EBE BRELMEBEEARBR
TR

(@)  the policies; and
B &

5

(b)  compliance with relevant laws
and regulations that have a
significant impact on the issuer

b)) BFHBETABEAZENIE
B A2 R AR

B R o

relating to health and safety,
advertising, labelling and privacy
matters relating to products and

services provided and methods of

redress.

Anti-Corruption
RES

Information on:
BB IERRRE - 1% -
Hy -

HURE MR R

(@)  the policies; and

() HZE: &
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Section/Remarks

BE B

Lawful Operation
— Supply Chain Management
BAKEE — HEEEIE

Lawful Operation
— Product Responsibility

REKRZE —EREHE

Lawful Operation — Anti-corruption
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BREAMER

Aspect B8
[E mBs8

General disclosure

—REE

KPI B8.2

B $2 AE AR IR 1R B8.2

HKEX ESG Reporting Guide
Requirements
ERBIM2EBE
HEREAREEIRE

(b)  compliance with relevant laws
and regulations that have a
significant impact on the issuer

b)) BIFHBTABEAZENIE
B =R R AR

HE K

relating to bribery, extortion, fraud and
money laundering.

Community investment

HERE

Policies on community engagement
to understand the needs of the
communities where the issuer operates
and to ensure its activities take
into consideration the communities’
interests.
ERANMER2ERTHREEMELR
BEMEREEHREHGERITETF
a HY R o

Resources reserved for the special
category (e.g. fund and time).
REIGEMHANERMES K
RFfE) o

BE HERERRS

Section/Remarks

BE A

Our People and Community
— Community Involvement

EThttE — HE2 A

Our People and Community
— Community Involvement
BEIRitE - @20
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Mr. Cheng Wai Tak, aged 48, was appointed as director
of the Company on 13 June 2013. He is the Chairman,
Chief Executive Officer and executive Director of the
Company. He is also the chairman of the Nomination
Committee and a member of the Remuneration
Committee of the Company. Mr. Cheng is also a founder
of the Group. He has been in the business of trading
TFT-LCD components for over 14 vyears and has
established close relationships with various suppliers. He
is responsible for formulating the Group’s overall strategic
planning and development, and management of the
Group’s business. He graduated from Hong Kong Baptist
University with a bachelor of science in combined
sciences in mathematical science degree. Save as
disclosed above, Mr. Cheng is also a director of certain of
the Group’s subsidiaries incorporated in Hong Kong, the
British Virgin Islands, Samoa and Taiwan.

Mr. Liu Ka Wing, aged 45, was appointed as an executive
Director of the Company on 18 June 2013. He joined the
Group in November 2008. He is responsible for
overseeing the Group’s administrative functions and
compliance issue; and assisting in the management of the
Group’s business. Mr. Liu has about 23 years of
experience in accounting. Prior to joining the Group, he
worked in various certified public accountants firm and
corporations, responsible for general accounting functions.
Mr. Liu is also a director of certain subsidiaries of the
Group.

Mr. Tse Ka Wing, aged 42, joined the Group in May 2013
and is the Company Secretary and Chief Financial Officer
of the Company. He was appointed as an executive
Director with effect from 26 March 2015. He is primarily
responsible for the financial management, supervision of
financial reporting and corporate finance matters of the
Group. Mr. Tse graduated from The Chinese University of
Hong Kong with a bachelor of business administration
degree. He is an associate of the Hong Kong Institute of
Certified Public Accountants and a member of the
Association of Chartered Certified Accountants. Mr. Tse is
a professional accountant with over 20 years of
experience in accounting and had previously served as a
senior manager of an international firm of certified public
accountants. Mr. Tse was appointed in January 2015 and
retired in May 2015 as an independent non-executive
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director of China Jicheng Holdings Limited (formerly
known as Jicheng Umbrella Holdings Limited) (stock
code: 1027), a company whose shares are listed on The
Stock Exchange of Hong Kong Limited.

Mr. Wong Yik Chung John, aged 51, was appointed as an
independent non-executive Director of the Company on
20 January 2014 and is responsible for providing
independent judgment on issues of strategy, performance,
resources and standard of conduct of the Company.

He is also the chairman of the Audit Committee and a
member of the Nomination Committee and Remuneration
Committee of the Company. Mr. Wong graduated from
the University of Melbourne, Australia with a degree of
bachelor of commerce. He was a member of the
Australian Society of Certified Practising Accountants in
February 1992 and was admitted as an associate of the
Hong Kong Institute of Certified Public Accountants in
April 1997. Mr. Wong has more than 28 vyears of
experience in auditing and corporate finance work. Over
the past three years, he served as independent non-
executive directors for the following companies listed on (i)
the Shenzhen Stock Exchange, namely Yang Guang Co.
Ltd (stock code: 000608); and (i) the Stock Exchange,
namely Golden Resources Development International
Limited (stock code: 677), Beijing North Star Company
Limited (stock code: 588) and Biosino Bio-Technology and
Science Incorporation (stock code: 8247), Kee Holdings
Company Limited (stock code: 2011) and Ascent
International Holdings Limited (stock code: 264). He is
currently serving as independent non-executive directors
for the following companies which are listed on the Stock
Exchange, namely EcoGreen International Group Limited
(stock code: 2341), LongiTech Smart Energy Holding
Limited (stock code: 1281) and Beijing Capital Land Ltd.
(stock code: 2868).
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Mr. Wong Chi Chiu, aged 47, was appointed as an
independent non-executive Director of the Company on
20 January 2014 and is responsible for providing
independent judgment on issues of strategy, performance,
resources and standard of conduct of the Company. He
is also the chairman of the Remuneration Committee and
a member of the Audit Committee of the Company. Mr.
Wong graduated from The Hong Kong Polytechnic
University with a degree of bachelor of engineering in
electrical engineering. He further received his master of
science in engineering (building services engineering)
degree from The University of Hong Kong. Mr. Wong was
registered as a chartered engineer (CEng) at the
Engineering Council in April 1998 and was registered as a
registered professional engineer in electrical discipline at
the Engineers Registration Board in July 1999. He has
been a member of The Institution of Engineering and
Technology since February 1998 and the Hong Kong
Institution of Engineers since May 1998. Mr. Wong has
over 25 years of experience in the engineering industry.

Mr. Li Shui Yan, aged 48, was appointed as an
independent non-executive Director of the Company on
20 January 2014 and is responsible for providing
independent judgment on issues of strategy, performance,
resources and standard of conduct of the Company. He
is also a member of the Audit Committee and Nomination
Committee of the Company. Mr. Li graduated from
National Chengchi University in Taiwan with a degree of
bachelor of business administration. Mr. Li has more than
20 years of experience in corporate finance. Currently, he
is the managing director of Dakin Capital Limited, a
licensed corporation to carry out type 6 (advising on
corporate finance) regulated activity under the Securities
and Futures Ordinance, Chapter 571 of the Laws of Hong
Kong.

Note: The executive Directors of the Company are also the senior
management of the Company.
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The Directors of the Company present their report
together with the audited financial statements for the year
ended 31 December 2017.

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability on 13 June
2013 under the Companies Law of the Cayman Islands.
The Company’s shares were listed on GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
on 7 February 2014 (the “Listing Date”).

The principal activity of the Company is investment
holding. The principal activities of the subsidiaries are set
out in Note 13 to the consolidated financial statements.
There were no significant changes in the nature of the
Group’s principal activities during the year.

Business review of the Group for the year ended 31
December 2017 as required by Schedule 5 to the Hong
Kong Companies Ordinance, including a description of the
principal risks and uncertainties facing the Group and an
indication of likely future development in the Group’s
business and the key performance indicators of the
Group, can be found in the Management Discussion and
Analysis set out on pages 8 to 26 of this annual report
which forms part of this directors’ report.

An analysis of the Group’s performance for the year by
operating segment is set out in Note 5 to the
consolidated financial statements.
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To help conserve the environment, the Group has
implemented policies to encourage its employees for the
efficient use of energy and resources. Besides, the Group
has internal control measures in place to ensure its
processing service providers to comply with the relevant
environmental laws and regulations.

In addition, details regarding the Group’s environmental
policies and performance can be found in the
Environmental, Social and Governance Report set out on
pages 43 to 61 of this annual report.

The results of the Group for the year are set out in the
consolidated statement of comprehensive income.

The board of directors of the Company (the “Board”) do
not recommend the payment of a dividend (2016: HK1.0
cent per ordinary share) for the year ended 31 December
2017.

There were no movements in the Company’s share capital
during the year.

Distributable reserves of the Company at 31 December
2017 amounted to approximately HK$480,153,000 (2016:
HK$495,310,000).
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Charitable and other donations made by the Group during
the year amounted to HK$200,000 (2016: HK$4,000).

There is no provision for pre-emptive rights under the
Company’s articles of association and there was no
restriction against such rights under the laws of Cayman
Islands, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

A summary of the published results and assets, liabilities
and non-controlling interests of the Group, as extracted
from the consolidated financial statements of the
Company for the years ended 31 December 2013, 31
December 2014, 31 December 2015, 31 December 2016
and 31 December 2017, is set out on page 184 of the
annual report. This summary does not form part of the
audited financial statements.

During the year ended 31 December 2017, the Company
did not redeem any of its shares, and neither did the
Company nor any of its subsidiaries purchase or sell any
of the Company’s shares.
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The Company has a share option scheme (the “Share
Option Scheme”) which was approved and adopted
pursuant to the written resolutions of the sole
Shareholder passed on 20 January 2014 (the “Adoption
Date”). The following is a summary of the principal terms
of the Share Option Scheme. The terms of the Share
Option Scheme are in accordance with the provisions of
Chapter 23 of the Rules Governing the Listing of
Securities on GEM of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules”).

The purpose of the Share Option Scheme is to
provide the Company with a flexible means of giving
incentive to, rewarding, remunerating, compensating
and/or providing benefits to the Participants (as
defined below) and for such other purposes as the
Board may approve from time to time.

On and subject to the terms of the Share Option
Scheme and the requirements of the GEM Listing
Rules, the Board may, at its discretion, invite:

(i) any director of each member of the Group or
of any entity in which any member of the
Group holds any equity interest (“Invested
Entity”);

(i) any employee (whether full-time or part-time) of
each member of the Group or of any Invested
Entity (the “Employee”);

(i) any discretionary objects of a discretionary trust
established by any Employee or any director
of each member of the Group or of any
Invested Entity;

(iv) a company beneficially owned by any Employee

or any director of each member of the Group
or of any Invested Entity;
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(v)  any consultant, professional and other adviser
to each member of the Group or any Invested
Entity (including their employees or executives
or any persons, firms or companies proposed
to be appointed for providing such services);

(vi) any chief executives or substantial shareholders
of the Company;

(vi) any supplier, customer, service provider,
business or joint venture partner, contractor,
of the Group or any Invested Entity; and

(viii) any person who, at the absolute discretion of
the Board, has contributed or may contribute
to the Group or any Invested Entity, provided
that the Board may at its absolute discretion
determine whether or not one falls within the
above categories,

(together, the “Participants” and each a
“Participant”), to take up share options to subscribe
for shares of the Company at a price determined in
accordance with the terms of the Share Option
Scheme.

In determining the basis of eligibility of each
Participant, the Board would take into account such
factors as the Board may at its discretion consider
appropriate.

The Share Option Scheme shall be valid and
effective for a period of 10 years commencing on
the Adoption Date.
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The period as the Board may in its absolute
discretion determine and specify in relation to any
particular option holder in his option agreement
during which the option may be exercised (subject
to such restriction on exercisability specified therein),
which shall be not greater than the period
prescribed by the GEM Listing Rules from time to
time (which is, as at the date of adoption of the
Share Option Scheme, a period of 10 years from the
date of the granting of the option).

The offer of a grant of share options may be
accepted within the period from the date on which
such offer is made by the Board in accordance with
the Share Option Scheme to such date as the
Board may determine and specify in the letter where
such offer is made to a Participant in such form as
the Board may from time to time determine, upon
payment of a nominal consideration of HK$1 in total
by the grantee.

The subscription price in respect of each Share
issued pursuant to the exercise of options granted
hereunder shall be a price solely determined by the
Board and notified to a Participant and shall be at
least the highest of:

(i) the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheet on
the date of offer, which must be a business
day;

(i)  a price being the average of the closing price
of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the 5
business days immediately preceding the date
of offer; and

(i)  the nominal value of a Share.
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The total number of Shares which may be issued
upon exercise of all options to be granted under the
Share Option Scheme and any other share option
schemes of the Company shall not in aggregate
exceed 10% of the total number of Shares in issue
immediately following completion of the Placing and
the Capitalisation Issue (as defined in the
prospectus of the Company dated 24 January 2014)
(being 132,000,000 Shares). The Company may
renew this limit at any time, subject to shareholders’
approval and the issue of a circular and in
accordance with the GEM Listing Rules provided
that the number of shares to be issued upon
exercise of all outstanding options granted and yet
to be exercised under all the share option schemes
does not exceed 30% of the shares in issue from
time to time.

As at the date of this report, the Company had
132,000,000 share options available to be granted
under the Share Option Scheme, which represented
approximately 8.9% of the Company’s shares in
issue as at that date.

The total number of Shares issued and to be issued
upon exercise of the options granted to each
Participant under the Share Option Scheme and any
other share option schemes of the Company
(including both exercised and outstanding Options)
in any 12-month period shall not exceed 1% of the
total number of Shares in issue. Any further grant of
share options in excess of this limit is subject to
shareholders’ approval in a general meeting.
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Share options granted to a director, chief executive
or substantial shareholder of the Company, or to
any of their respective associates, are subject to
approval in advance by the independent non-
executive Directors. In addition, any share options
granted to a substantial shareholder or an
independent non-executive Director of the
Company, or to any of their respective associates,
in excess of 0.1% of the shares of the Company in
issue at any time or with an aggregate value (based
on the price of the Company’s shares at the date of
grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’
approval in advance in a general meeting.

No share option has been granted under the Share
Option Scheme since its adoption.

Save as the Share Option Scheme, at no time during the
year was the Company, its parent company, or any of its
subsidiaries or fellow subsidiaries a party to any
arrangements to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

The directors of the Company during the year and up to
the date of this report were:

Executive Directors

Mr. Cheng Wai Tak (Chairman)
Mr. Liu Ka Wing

Mr. Tse Ka Wing

Independent non-executive Directors
Mr. Wong Yik Chung John

Mr. Wong Chi Chiu

Mr. Li Shui Yan

Annual Report 2017

MARBSZEE TRERKEEZERER
FESBZEMNBEALR THERERAS
EMB ARG BIIERNITTE S HE - 1)t
S MERER+—EAR  BFARQAF
FEBRRERIBUIIERTEETARESEZ
FRBBALTZEREBEARATTED
BTG 201% B E RIE R L B
& A ARG E T E) 8 #5,000,000
B AIASEERREAS FEREREL
A o

BREBREEERAE  SERBBRES
B HO R AR

BB IR S5 RFEREAERE - AR
HEYRE S EEMKER R RN B QRS
BRIV EMZE FEFAEBRBEARARAL
ER R S EEEMNGE M -

ARRRAEEERAREAHINESTR

HITEF -
BERELEE(ZE)
BEREE
WHRE KL

BUIFHTEF
BRBEE
BEEBEE
Fim B &



By virtue of article 108 of the articles of association of the
Company, Mr. Cheng Wai Tak and Mr. Wong Chi Chiu will
retire by rotation at the forthcoming annual general
meeting. Mr. Cheng Wai Tak and Mr. Wong Chi Chiu will,
being eligible, offer themselves for re-election.

The Company has received annual confirmation of
independence from each of the independent non-
executive Directors pursuant to Rule 5.09 of the GEM
Listing Rules. As at the date of this report, the Board
considers them to be independent.

Except for the service contract with Mr. Tse Ka Wing
which commenced on 26 March 2015, each of the
executive Directors has entered into a service contract
with the Company for a term of three years commencing
on the Listing Date except terminated by either party
giving not less than three months’ prior written notice to
the other. The service contracts with Mr. Cheng Wai Tak
and Mr. Liu Ka Wing are renewed for a term of three
years commencing on 7 February 2017. They are subject
to retirement by rotation and re-election at the Company’s
annual general meeting in accordance with the
Company’s articles of association.

Each of the independent non-executive Directors has
entered into a letter of appointment with the Company for
a term of three years commencing on the Listing Date,
except terminated by not less than three months’ notice
in writing served by either party on the other. They are
subject to retirement by rotation and re-election at the
Company’s annual general meeting. The aforementioned
appointments are renewed for a term of three years
commencing on 7 February 2017.

None of the Directors who are proposed for re-election at
the forthcoming annual general meeting has a service
contract with the Company which is not determinable
within one year without payment of compensation, other
than statutory compensation.
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In order to attract and retain high quality staff and to
enable smooth operation within the Group, the Group
offered competitive remuneration packages (with reference
to market conditions and individual qualifications and
experience) and various in-house training courses. The
remuneration packages are subject to review on a regular
basis.

The emoluments of the Directors are recommended by the
remuneration committee of the Company, having regard to
the Group’s operating results, market competitiveness,
individual performance and achievement, to the Board for
determination.

Details of the Directors’ remuneration and the five highest

paid individuals are set out in Note 30 and Note 9 to the
consolidated financial statements, respectively.
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On 22 January 2015, Rightone Resources Limited
(“Rightone”), a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement (the
“Agreement”) to acquire the entire equity interest in
Perfect Shiny Technology Limited (“Perfect Shiny”) from
Mr. Cheng Wai Tak (“Mr. Cheng”), a director and a
controlling shareholder of the Company (the “Acquisition”).
Pursuant to the Agreement, Mr. Cheng warranted and
guaranteed to Rightone that the sum of the audited
consolidated profit attributable to equity holders of Perfect
Shiny for the two financial years ending 31 December
2016 shall be not less than HK$34,000,000 (“Profit
Guarantee”). Details of the Acquisition were disclosed in
the announcement of the Company dated 22 January
2015 and the circular of the Company dated 6 March
2015. Based on the audited consolidated financial
statements of Perfect Shiny for the financial years ended
31 December 2015 and 2016, the total sum of the
audited consolidated profit attributable to equity holders of
Perfect Shiny for the two financial years ended 31
December 2016 was approximately HK$31,767,000,
which fell short of amount of the Profit Guarantee by
approximately HK$2,233,000. Accordingly, Mr. Cheng was
obliged to compensate an amount of approximately
HK$21,238,000 to the Group. Pursuant to the Agreement,
part of the compensation amount, being HK$10,000,000,
was set off against the outstanding amount payable to Mr.
Cheng by Rightone under a promissory note issued by
Rightone. The remaining compensation amount of
approximately HK$11,238,000 receivable from Mr. Cheng
was settled on 22 March 2017.

Save as disclosed, no transactions, arrangements or
contracts of significance in relation to the Group’s
business to which the Company, any of its subsidiaries,
fellow subsidiaries or its parent company was a party and
in which a director of the Company or his connected
entities had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year.
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Pursuant to the Company’s articles of association, every
director of the Company shall be entitled to be
indemnified out of the assets of the Company against all
losses or liabilities which he may sustain or incur in or
about the execution of the duties of his office or
otherwise in relation thereto. The Company maintains
directors and officers liability insurance, which gives
appropriate cover for any legal action brought against its
directors. The level of the coverage is reviewed annually.

Brief biographical details of Directors and senior
management are set out on pages 62 to 64 of the annual
report.

During the year, there was no material breach of or non-
compliance with the applicable laws and regulations by
the Group.

Based on the information available to the Company and
within the knowledge and belief of the Directors, none of
the Directors or the controlling shareholders of the
Company (as defined under the GEM Listing Rules) have
any business or interest which competes or may compete
with the business of the Group, or have any other conflict
of interest which any such person has or may have with
the Group throughout the year ended 31 December
2017.
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As at 31 December 2017, interests and short positions in
the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (the “SFQO”)) held by the Directors and chief
executives of the Company which have been notified to
the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which were taken or deemed
to have under such provisions of the SFO) or have been
entered in the register maintained by the Company
pursuant to section 352 of the SFO, or otherwise have
been notified to the Company and the Stock Exchange
pursuant to the standard of dealings by directors set out
in Rules 5.46 to 5.67 of the GEM Listing Rules were as
follows:

Name of Director Capacity
Esns )

Mr. Cheng Wai Tak

EEEEAE SR EE
Beneficial owner
ExBEAEA
Note:

These 923,427,151 shares are held by Winful Enterprises Limited (“Winful
Enterprises”), which in turn is wholly and beneficially owned by Mr. Cheng
Wai Tak. As such, Mr. Cheng Wai Tak is deemed under the SFO to be
interested in these 923,427,151 shares held by Winful Enterprises.

Interest in controlled corporation
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AARCE®IT

FiEERGEHE BAETDL

923,427,151 62.24%
(Note) (B i%)

2,220,000 0.15%
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Save as disclosed above, as at 31 December 2017, none
of the Directors and chief executives of the Company had
registered an interest or short position in the shares,
underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV
of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which were taken or deemed to have
under such provisions of the SFO), or which were
required to be entered in the register maintained by the
Company pursuant to section 352 of the SFO, or which
were required to be notified to the Company and the
Stock Exchange pursuant to the standard of dealings by
directors set out in Rules 5.46 to 5.67 of the GEM Listing
Rules.

So far as the Directors are aware, as at 31 December
2017, other than the Director and chief executive of the
Company, the following persons/entities have an interest
or a short position in the shares or the underlying shares
of the Company which were required to be disclosed to
the Company under Divisions 2 and 3 of Part XV of the
SFO or which were required to be recorded in the
register of the Company required to be kept under
section 336 of the SFO:

Name Nature of interests

=x ] REME

Winful Enterprises
Winful Enterprises BERERHER
Note: Mr. Cheng Wai Tak is deemed under the SFO to be interested in

these 923,427,151 shares held by Winful Enterprises.
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Save as disclosed above, as at 31 December 2017, no
other person had any interests or short positions in the
shares or underlying shares of the Company which were
required to be disclosed to the Company under Divisions
2 and 3 of Part XV of the SFO or which were required to
be recorded in the register of the Company required to be
kept under section 336 of the SFO.

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

During the year ended 31 December 2017, sales to the
Group’s five largest customers accounted for
approximately 59.2% (2016: 56.5%) of the total sales for
the year and sales to the largest customer included
therein amounted to approximately 30.5% (2016: 16.8%).
Purchases from the Group’s five largest suppliers
accounted for approximately 86.1% (2016: 90.7%) of the
total purchases for the year and purchase from the
largest supplier included therein amounted to
approximately 64.2% (2016: 64.5%).

None of the Directors, their associates or any shareholder
(which to the knowledge of the Directors owns more than
5% of the Company’s share capital) had an interest in
these major suppliers or customers.
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During the year, the Group had the following connected
transactions, certain details of which are disclosed in
compliance with the requirements of Chapter 20 of the
GEM Listing Rules.

The material related party transactions in relation to the
key management personnel remuneration as disclosed in
Note 28(d) to the consolidated financial statements are
connected transactions exempt from reporting,
announcement and independent shareholders’ approval
requirements pursuant to Rule 20.31(6) of the GEM Listing
Rules.

The Directors consider that those material related party
transactions disclosed in Note 28 to the consolidated
financial statements did not fall under the definition of
“connected transactions” or “continuing connected
transactions” (as the case may be) in Chapter 20 of the
GEM Listing Rules which are required to comply with any

of the reporting, announcement or independent
shareholders’ approval requirements under the GEM
Listing Rules.
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The proceeds from the Company’s issue of 330,000,000
new shares (the “Placing”) at the time of the Listing
amounted to approximately HK$76 million, net of
underwriting fees and other related expenses. Details of
the use of proceeds from the Placing are set out on page
26 of the annual report.

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company has maintained the prescribed public float
required by the GEM Listing Rules as at the date of this
report.

All the independent non-executive Directors were
delegated with the authority to review on an annual basis
the compliance with the non-competition undertaking
given by each of Mr. Cheng Wai Tak and Winful
Enterprises, the controlling shareholders of the Company
(collectively, the “Covenantors”) in favour of the Company
dated 20 January 2014 (the “Non-Competition Deed”).
The Covenantors has provided to the Company all
information necessary for the annual review by the
independent non-executive Directors and the Covenantors
have confirmed to the Company that each of the
Covenantors and his/its associates have not breached the
terms of the undertakings contained in the Non-
Competition Deed. All independent non-executive
Directors confirmed that they are not aware of any non-
compliance with the Non-Competition Deed by the
Covenantors during the year.

Details of the Non-Competition Deed have been set out in
the section headed “Relationship with Controlling
Shareholders” of the prospectus of the Company dated
24 January 2014.
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Save for the Share Option Scheme, no equity-linked
agreements were entered into during the year or
subsisted at the end of the year.

Details of the corporate governance practices adopted by
the Company are set out in the Corporate Governance
Report on pages 27 to 42 of the annual report.

The consolidated financial statements have been audited
by PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment. A resolution will be
proposed at the forthcoming annual general meeting of
the Company to re-appoint PricewaterhouseCoopers as
auditor of the Company.

On behalf of the Board
Perfect Optronics Limited

Cheng Wai Tak
Chairman
Hong Kong, 22 March 2018
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To the Shareholders of Perfect Optronics Limited
(incorporated in the Cayman Islands with limited liability)

The consolidated financial statements of Perfect Optronics
Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 93 to 183, which comprise:

° the consolidated statement of financial position as at
31 December 2017;

° the consolidated statement of comprehensive income
for the year then ended;

° the consolidated statement of changes in equity for
the year then ended;

° the consolidated statement of cash flows for the year
then ended; and

° the notes to the consolidated financial statements,
which include a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give
a true and fair view of the consolidated financial position
of the Group as at 31 December 2017, and of its
consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared
in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’'s Responsibilities for the Audit of
the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our
opinion.

We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants
(“the Code”), and we have fulfiled our other ethical
responsibilities in accordance with the Code.

Key audit matters are those matters that, in our
professional judgement, were of most significance in our
audit of the consolidated financial statements of the
current period. These matters were addressed in the
context of our audit of the consolidated financial
statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters.

Key audit matters identified in our audit are summarised
as follows:

° Inventory valuation and provision

° Valuation of unlisted equity investments
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Key Audit Matter
BEERTTEE

Inventory valuation and provision

FEMGERRE

Refer to Note 4.1(a) and Note 17 to the consolidated
financial statements.

FE2 MR A M MAR M 410 R FE17 -

As at 31 December 2017, the Group held inventories
of HK$77,333,000. As described in the accounting
policies in Note 2.11 to the consolidated financial
statements, inventories are carried at the lower of
cost and net realisable value.

R-ZTE—+HF+-_A=+—HH G E£BEEAERE
77,333,000/ 7T ° AR A B SRR M sF2. 112 5T K
KA FEDERARTEEFEMRE 2BIKSE
HIER ©

The Group operates in a market where new products
releases are regular. There is a risk that inventories
held will be sold below cost or become obsolete in
light of technological advancement and changing
market conditions. There is inherent judgement in the
levels of sales the directors forecast when assessing
the net realisable value (“NRV”).
EEERLENMISEMAEMEMBEDL - AT
\%ﬁﬁMﬁMWKMFWﬁE&Iﬂﬁﬁﬁﬁm
AEBMBERNRER RFGATERFE(AEER
FEDR  BEEHHEKTOENFERS 2 -

How our audit addressed the Key Audit Matter
BEMWETNMEEFEEETER

We understood and tested the controls by which
management determined the estimated selling price
for different types of products based on a
consistent process as in prior years where
historically there were no material adjustments
required as a result of the estimation process.
BRHTHERIAEEEREEHEAFERNIEFET
AEERIE RS EMKIEHNEZEE] MBEL
EAMGMERTFMAFELERNRFE -

In relation to the types of products which had
material balances as at year end, we evaluated the
assumptions applied by management on using the
historical sales data which reflected the expected
life cycle of similar products as the basis to
estimate their future sales. We considered these
assumptions appropriate based on the Group’s
historical sales pattern.

RREFERBEREHRNERBEME  RASFTH
BEEMEANMKRR  ZEBRREARBRFAEEM®
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EoREE EEEBENHEEER  RMAR/ZE
BREBEE
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Key Audit Matter
BEBETTEE

Inventory valuation and provision (Continued)

FEMGERREH)

Management calculates the NRV at each period end
based on the estimated selling price less cost to sell,
which requires significant judgements and
assumptions to be made to determine the estimated
selling price of individual products of similar nature
and expectation of future sales based on current
market conditions and available information. The
estimations are also subject to uncertainty as a result
of future changes of market trends, customer
demands and technology development.

REERER - &R BRE G S EREE KA
BAERFE ECRBEENERGEAEER TR
R E AR A R BRR - MARKEE R RIRERT
MARABSEMETE - B TAXANHEBE  FFPF
KEMBEBERORKEIMELEN T HEERRAR
i o
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How our audit addressed the Key Audit Matter
BEMWETNMEEFEEETER

We further discussed with management to
understand the additional factors that were
considered relevant based on the current market
conditions that may require adjustments to the
historical sales pattern for both the price and the
quantity of the selected products and obtained
evidence for these explanations. We independently
evaluated the relevance of these factors and
evidence supporting the estimation of the NRV by
using our industry knowledge and external market
analysis and found them to be reasonable. We
further tested, on a sample basis, by comparing the
estimated selling price and sales quantity with post
year-end sales data of the selected products and
found the estimated selling price and sales quantity
in the NRV assessment to be within reasonable
ranges.
BMEEEEE - THR UTHREBEENER
MAMEZE RN EMBBEE  Mrlges EHER
EnBEREEENBTHEBLIELRAE AR
% E R REEVS AR o BUPILAZ P80 17 28 A0 8k R 1 EB
MSOMBUAMZEEARNBERE R FFA &
RREMGFTNIER TRAEBEEE - KRME—F
EAMEAIR AT EEREEEMEERNTF
HBERROEEBBELR  WHELAIZRFENE
PG EERFEEBRIEHE -

Based on the work performed, we considered that
the inventory provision provided was in line with the
Group’s policy and was supportable by historical
market trends, customer demands, technology
development as well as management’s expectations
for future sales and inventory management plans.
ERBMERTHNIE RARR/AARNEER
HRE BEEENBR YHAAWSBE TP
BR BMEERUAREEEBHRKREENTAERT
EEBEIFXFE-



Key Audit Matter
BEERTTEE

Valuation of unlisted equity investments

FLTMBREREZMEE

Refer to Note 3.1, Note 4.1(b) and Note 16 to the
consolidated financial statements.

A2HRE B HRRMEES - M 5E4 (o) R FHEE16 -

As at 31 December 2017, the Group has unlisted
equity investments of HK$56,947,000 measured at
fair value, using market information and significant
unobservable inputs.

R-EBE—+FE+_A=+—H FEATEHEEHRE
DA BB AHRE X SEEHEAMNIELETRER
BN R BIET = 556,947,000 7T °

The Group has engaged external appraisers to
assess the fair values of unlisted equity investments.
The appraised value is based on valuation models.
Because of the limited comparable transactions in the
market, it is challenging to validate the appraisal
values and therefore inherent risks in the appraised
values remain.
EEBECEANDTEMAAELTREREZA
ABE FEEENDAGEEERERE - ARTH L
ALEBRHRSER  RETHEBEERRE - BT
HEEFEERRR -

How our audit addressed the Key Audit Matter
BEMWETNMEEFEEETER

We understood and tested the operating
effectiveness of related controls to determine that
appropriate oversight from directors had been
exercised within the valuations process.

BT RIA BT RS ERN - AETE
EEECERNTHARRLGEHETRE -

As the valuation of the unlisted equity investments
required significant estimates and reliance on
external valuations, we assessed the objectivities,
independences and expertise of the external
appraisers.

HMRIEETRERE ZMEFSEZEERNGEE RKEIN
HfEE - BME T EI BT AT E M B
REFEMKE-

In addition, we also assessed both the
methodologies and assumptions used by
management in the calculation of the year end fair
values by the following procedures:

Lo HATHEEEBAEFRAABEMAN
TAERBHR  BFOT
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Key Audit Matter
BEBETTEE

Valuation of unlisted equity investments (Continued)

FLMBERE ZHEE)

We focused on this area because the valuation of
investments in unlisted equity investments is highly
dependent on estimates of volatility rates which are
not observable in the market.

BRIFEMRBRENGE TS FRNRHMEE
MEBEEMS ETABEEN RRMAEREIL
R o
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How our audit addressed the Key Audit Matter
BEMWETNMEEFEEETER

° Evaluated the methodologies and assumptions
in particular volatility rates used with the
valuation models by comparing the
assumptions used against appropriate
benchmarks and investigated significant
differences, challenging the appropriateness of
the pricing multiples available from
comparable companies and assessing
sensitivities to assumptions.

e IEMERAEGERZIEARRR LHEEK
X - FERBMEANRREFEERRL
BRAECEREZE  HILRARNERER
YRERERHDERRAERINGURE -

o Tested the data integrity for the valuation
models.

e HRHEEBRENBEBETEREFETIS -

. Used our valuation expert to perform
independent assessments.

e HMBEMNBEZERETHELNMG-

Based on the work performed, we considered the
assumptions used above all fell within an
acceptable range.
ERBATHIE  BMRAELEEEERANERE
HERAEXEE -



The directors of the Company are responsible for the
other information. The other information comprises all of
the information included in the annual report other than
the consolidated financial statements and our auditor’s
report thereon.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

The engagement partner on the audit resulting in this
independent auditor’s report is Cheng Lap Yam.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22 March 2018
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Revenue
Cost of sales

Gross (loss)/profit

Other (losses)/gains, net

Distribution and selling expenses

General and administrative
expenses

Research and development
expenses

Operating (loss)/profit
Finance income
Finance costs

Finance costs, net

(Loss)/profit before income tax
Income tax expense

(Loss)/profit for the year

Other comprehensive income:

ltems that may be reclassified
subsequently to income
statement

Change in value of available-for-
sale financial assets

Currency translation differences

Total comprehensive
(loss)/income for the year

Note

B 5
KA 5, 6
SHE KA 8
(£8) EF
H ity (B1E) /WS F 5 7
D REERX 8
— MR AITE X

8
MEEFEERAZ

8
L (FR),AE
EUR N
% E A
PEERFER 10
MRFTSH A (BE) FE
Frisi &R 11
EE(FR) /B
Hih2mWKs :

BE 15 A EF 0 E W X
ZEH

TR ESREE
BEED
SEREEE

FE2EER) W&
HE

FEETHEWER

For the year ended 31 December 2017
BHE-_ZT—+H&+_-_A=1+—HLLEE

2016
—E—RF
HK$’000
FHET

1,149,998
(1,037,263)

112,735
47,067
(16,636)

(87,729)

(6,559)

98,878
417
(1,765)

(1,348)

97,530
(9,195)

88,335

570
(476)

88,429

2017 £ 3R



mEZTHEWERE

For the year ended 31 December 2017

BHE_Z—+tF+-RA=+—RHILFE

2016
—T-RF
Note HK$’000
Bt 7 FAT
(Loss)/profit for the year FE(EHER) FHE
attributable to: BER:
Equity holders of the Company AR A#zREG A 90,729
Non-controlling interests I 125 % #E = (2,394)
88,335
Total comprehensive FE2E (KB WH
(loss)/income for the year BERBERN:
attributable to:
Equity holders of the Company AR al#Ezizga A 90,823
Non-controlling interests FEE AR fE = (2,394)
88,429
Basic and diluted (loss)/earnings & R &E & K # 8 HK 6.12 cents
per share (F#|) B 12 6.1278 Il

The notes on pages 101 to 183 are an integral part of F101E183EMM AN ELEE VKK M4E
these consolidated financial statements. EB 5 e
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Assets
Non-current assets

Property, plant and equipment

Intangible assets

Available-for-sale financial assets 7] fft £ & 4

Current assets
Inventories
Trade and other receivables
Restricted bank deposits
Cash and cash equivalents

Total assets

Equity and liabilities

Equity attributable to equity
holders of the Company
Share capital
Reserves
Retained earnings

Total equity

BE

HRBEE

ME - BE&RE
BVEE
TREE

RBEE

&

JFE UK B8R R % L At R LA R
R B R 1T K
RekBEEFED

BEERR

EERkaE
EAREBRERA
PEfh 2R

LN

ffé 178

B 17 s

EEAE

Note
B =E

14
15
16

17
18
19
19

20

ﬂ?

& 8RR &

As at 31 December 2017
RZZE—tF+=ZA=+—H

2016
—E—RF
HK$’000
FHET

3,193
3,122
31,671

37,986

167,523
97,785
24,702

174,126

464,136

502,122

14,837
124,398
210,724

349,959

2017 £ 3R
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As at 31 December 2017
RZZE—tF+=ZA=+—H

2016
A
Note HK$’000
M5 FHET
Liabilities =R
Non-current liabilities kRBEE
Deferred income tax liabilities REFMSHAE 22 137
137
Current liabilities REBEE
Trade and other payables EREREEMENTK 21 149,371
Current income tax liabilities BEHEHRaE 2,655
152,026
Total liabilities BEHAE 152,163
Total equity and liabilities EERBEEEE 502,122

The notes on pages 101 to 183 are an integral part of F101E183EMM AN EFEE P HREME
these consolidated financial statements. B EB 5 o

The consolidated financial statements on pages 93 to 183 93X 183HMGAMEHREREN T — N\FE=
were approved by the Board of Directors on 22 March HAZ-+_-_BHEFe# i TRREFTESEE -
2018 and were signed on its behalf.

Cheng Wai Tak Tse Ka Wing
BEE R B
Director Director
EF 2

Annual Report 2017



Consolidated Statement of Changes in Equity ms
HEER2HR

For the year ended 31 December 2017
BHE—_Z—+&+-_A=+—RILEE

Attributable to equity holders of the Company
AAAEREAARAES

Share Share Other  Merger RevaluationExchange Retained Total

capital premium reserves* reserve  reserve  reserve earnings equity

BEA ROSE AtREF afRE E4REFE ELRHE BEFUE BEEAR

HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$000 HK$000
TEx TFEx TiEx TR TFTExT TExz TR TE=R

Balance at 1 January 2017 “R-tE-H—H#E&H 14837 465738 67,349 (415,675) 7,716 (730) 210,724 349,959

Comprehensive loss 2EFR
Loss for the year FEER - - - (98,329)
Other comprehensive income Hti2 Al
Change in value of available-for-sale HLESREEL

financial assets BEZY - - - - 22670 - - 22670
Currency translation differences NEHEER - - - - - 573 - 573
Total other comprehensive income Hit2EhEAE - - - - 22670 573 — 23243
Total comprehensive loss 2AHBLE - - - - 22670 573 (98,329) (75,086)
Dividend relating to 2016 —E-RERE - - - - - —  (14,837) (14,837)
Balance at 31 December 2017 —E-tE+ZR

=t+-B&H 14,837 465738 67,349 (415675 30,386  (157) 97,558 260,036

EEZxEARAD 2017 8 Q7
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For the year ended 31 December 2017
HE-_T—+tF+-A=1+—RHLFE

Attributable to equity holders of the Company

RRAAERRAAEGESR
Non-
Share Share Other Merger  Revaluation  Exchange  Retained controlling Total
Note capital  premum  reserves®  reserve reserve reserve  eamings Total interests equity
s kA ROEE AbEk GfEE  EREE  EXEGE  ARNE it FRRER  BRER
HK$'000  HK$'000  HK$'000  HK$'000 HK$'000 HKS000  HK$'000  HKS'000  HK§'000  HK$'000
TEn  TEr  TEr  TEn Tin tEr  TEr  Thn  TEn  TEn
Balance at 1 January 2016 ZE-xE-B-A
33 14,837 465,738 67,349 (415,675 7,091 2219 127413 264,481 15,248 219,729
Comprehensive income 2EWE
Proft for the year FERIE = = = = = = 90729 90729 (2394 88,335
Other comprehensive income A2 EUE
Change in value of HHESREEY
avallable-for-sale EEZY
financial assets - - - - 570 - - 570 - 570
Currency translation differences SN EEE = = = = - (476) - (476) - (476)
Total other comprehensive income~ Eft 2 AN £E = = = - 570 (476) - 94 - 94
Total comprehensive income 2EREAE = = = = 570 (476) 90,729 90,823 (2,304 83429
Disposal of subsidiaries HERBAR 2 = = = = 55 2018 = 2073 (12854)  (10,781)
Dividend relating to 2015 “E-R%RE - - - = = = (7.418) (7.418) = (7.418)
= = = = 5 2018 (419 B35 (12854 (18,199
Balance at 31 December 2016 =F-AE+ZH
=T-BER 14,837 465,738 67,349  (415,679) 7,116 (730 210,724 349,959 - 349,959
* Other reserves include: (1) the difference between the share capital ~ * HibFEERIE : ()VRBEAAR EM#ETHESR A2

issued by the Company for acquisition of the subsidiaries pursuant
to a reorganisation for the listing of the Company and the
aggregate capital of the subsidiaries being acquired at the time of

B Bt Ui B P B8 2 A B 31T O AR S % 7 B A Y 4R UK B Y

the reorganisation; and (2) the amount of the loan waived by the
controlling shareholder upon completion of a common control

combination.

The notes on pages 101 to 183 are an integral part of

these consolidated financial statements.

Annual Report 2017
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For the year ended 31 December 2017
BHE-_ZT—+H&+_-_A=1+—HLLEE

2016
—E-RF
Note HK$’000
B =E FAT
Cash flows from operating RETHNRERE
activities
Cash (used in)/generated from  #&% (FrA) EAWIRE
operations 24 63,267
Income tax paid BTG HR (6,481)
Interest paid B F B (1,765)
Net cash (used in)/generated TR (FTR) /EXE
from operating activities FHIR® 55,021
Cash flows from investing RETHNRERE
activities
Receipt of compensation from W 21 8 5% A B9 f (8
Mr. Cheng 7(a) —
Proceeds from disposal of o B B A R FR 18 3R
subsidiaries 27 41,777
Purchases of property, plant and BEE % - F&E &%
equipment 14 (1,810)
Purchases of available-for-sale B EAHHEE S/ EE
financial assets 16 —
Decrease in fixed deposits with REIEHBEA=EA 2
original maturity date more T B 1E OB
than three months 4,178
Interest received B F & 417
Net cash generated from investing & & /& ) & 4 /% R &
activities 44,562
Cash flows from financing METHNRERE
activities
Proceeds from bank borrowings R 17 f& PR 15 70 1E 15,600
Repayments of bank borrowings {838 8 77 & & (46,800)
Repayment of promissory note {88 & ¥ =% (10,000)
Decrease/(increase) in restricted 4> (38 0) = R 4l
bank deposits SR1TER (4,386)
Dividends paid BEREKRE (7,418)
Net cash used in financing BEEESAFEFRS
activities (58,004)

2017 £ 3R



GERERNER

For the year ended 31 December 2017
HE-_T—+tF+-A=1+—RHLFE

2016
—T-RF
Note HK$’'000
Bt 7 FAT
Net (decrease)/increase in cash BE&RHESZEY (L)
and cash equivalents Vg bib:-2 46,579
Cash and cash equivalents at FURELRESEZEY
beginning of year 127,953
Exchange gain/(losses) on cash B & RIRSZEWIE R
and cash equivalents Iz (E518) (406)
Cash and cash equivalents at EFRBEERREEEY
end of year 174,126
The notes on pages 101 to 183 are an integral part of F101E183E Wik At T4 & B IR &

these consolidated financial statements. AR EB 5 o
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Perfect Optronics Limited (the “Company”) was
incorporated in the Cayman lIslands on 13 June
2013, as an exempted company with limited liability
under the Companies Law (as Revised) of the
Cayman Islands. The Company’s immediate and
ultimate holding company is Winful Enterprises
Limited, a company incorporated in the British Virgin
Islands (the “BVI”), and ultimately controlled by Mr.
Cheng Wai Tak (“Mr. Cheng”). The address of its
registered office is Clifton House, 75 Fort Street, PO
Box 1350, Grand Cayman KY1-1108, Cayman
Islands. The Company’s shares are listed on GEM of
The Stock Exchange of Hong Kong Limited.

The Company is an investment holding company
and its subsidiaries (together “the Group”) are
principally engaged in the trading and processing of
display panels, development and sales of optics
products and trading of related electronic
components.

These consolidated financial statements are
presented in Hong Kong dollars (“HK$”), unless
otherwise stated.

The principal accounting policies applied in the
preparation of these consolidated financial
statements are set out below. These policies have
been consistently applied to all the years presented
unless otherwise stated.

The consolidated financial statements of the
Company have been prepared in accordance
with all applicable Hong Kong Financial
Reporting Standards (“HKFRS”) issued by the
Hong Kong Institute of Certified Public
Accountants (“HKICPA”). The consolidated
financial statements have been prepared under
the historical cost convention, except for
available-for-sale financial assets which have
been measured at fair value.

e B R R R Y R

BEZABERAFT(EARARNDR=ZE—=
FRAT=—BRERERE R EUBE
NERSHEFEMKAY A —HEREE
RAF - RARIMNEERSERIERARR
Winful Enterprises Limited » & &— KA %&
BEZHE((RBEXHES]) FMAIH
NAE R REERE S A (B L £ &R
1 o E 7 it #¥ = BE 2 A Clifton House, 75
Fort Street, PO Box 1350, Grand Cayman
KY1-1108, Cayman lIslands ° 7% 2 7] i% {5
REBHAERZMARAFGEMET o

ARAR—HMREZERLR  MEMBAR
Al(GHEIASE]) T2RERTERE
ZRMNT - ABEMZHAERIHENARE
BETHHEZES -

RREEAN LEFEHBERRTIAET
(BT 25

RAELFEEMBHRRMEANIES
BREIMAT - A BERAIN  HWFEE
EFMBEFEERER -

ARBNEAMBRRCERBEE
Gt Ag((ERAEFMAE)R
M BERNE AT B RS EA
([EEMBREENDRE -FE
MBEBRREREBEELXNAERE
LD ABEFENTHEES R
BERIN -

2017 £ 3R
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The preparation of financial statements in
conformity with  HKFRS requires the use of
certain critical accounting estimates. It also
requires management to exercise its
judgement in the process of applying the
Group’s accounting policies. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements are disclosed in Note 4.

The following new standards and amendments
to standards are mandatory for accounting
periods beginning on or after 1 January 2017.
The adoption of these new standards and
amendments to standards does not have any
significant impact to the results and financial
position of the Group:

Hong Kong Accounting Statement of Cash

Standard (“HKAS”) 7 Flows
Amendment
HKAS 12 Amendment Income Taxes

HKFRS 12 Amendment Disclosure of
Interest in Other
Entities

Annual Report 2017
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The following are new standards and
amendments to standards which have been
issued but are not effective and have not been
early adopted. The Group plans to adopt
these new standards and amendments to

GEMBERME

THFTET £ R R R Z BT AE K
MHERRER BERERFER
M- AKERNEEMFRAL S
#al R R ERIZBFT A

standards when they become effective:

HKFRS 9
B S M 5 ¥ 5 A R RO
HKFRS 15

BB WmE LR 155
HKFRS 16

BB WS LR FE165%
HKFRS 17

BB IS RS R 1758
HK(IFRIC)-Int 22

B8 (BRHBRERE
Z88g)— REF22H

HK(IFRIC)-Int 23

B (BRI E 2
ZE®)— ZEZF3R

Amendments to HKFRS 2

E 7S B 75 R 45 22 Bl 525
CHEN)
Amendments to HKFRS 4

BB B 15 s 2 R 45
(15T A)

Effective for
accounting periods
beginning on

or after
BUTHEHRZE
Mz Est B ER

Financial Instruments 1 January 2018

TRTA —ZE-N\F—-HA—H

Revenue from Contracts with Customers 1 January 2018
and the related Amendments

EPAHWARBEBET A —F-N\¥—H—H

Leases 1 January 2019
HE —E—hnF—H—H
Insurance Contracts 1 January 2021
REE & - —F—A—H

Foreign Currency Transactions and Advance 1 January 2018
Consideration
HNERR 5 RTERN R E —E-NF—-H—H

Uncertainty over Income Tax Treatments

PIEHEE AN EERER

1 January 2019
—ZE-NF—-HA—H
Classification and Measurement of Share- 1 January 2018

Based Payment Transactions
BNZANRXEHHERFTE —E-NF—-H—H
Applying HKFRS 9 Financial Instruments

with HKFRS 4 Insurance Contracts
EREEMBRELNFReMIARE —T—-N\F—-HA—H
BEATBMELNBIARRRE L

1 January 2018

2017 £ 3R
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Effective for
accounting periods
beginning on

or after
BUTHEH®%Z#%
Mzt BEN

Amendments to HKFRS 9 Prepayment Features with Negative 1 January 2019

Compensation

B MRSk 45 B FE99 BB HE 2 IRAE N —T—-hhF—H—H
CCHEN)
Amendments to HKFRS 10  Sale or Contribution of Assets between an To be determined
and HKAS 28 Investor and its Associate or Joint
Venture

EBRBRELNFI0RN REEHEBE ARG ELE L HEE €
BB AR F2858 HESEE

CHEN)

Amendments to HKAS 28 Long-term Interests in Associates and Joint 1 January 2019
Ventures

&R G T ERIE285 REBERAREERENRPAESR —T-N¥—HA—H
(BRI A)

Amendments to HKAS 28 As part of the Annual Improvements to 1 January 2018
HKFRSs 2014-2016 Cycle

ERBEEVBRELENR _T—OFE
—E-REBHRNFEICEN —FH

Transfers of Investment Property 1 January 2018

BERNEME —E-NF—H—H

BB g5 R F285 —ET-N\F—H—H
({&ETA)

Amendments to HKAS 40

B 5T 4 B 4057

(BEI &)

Amendments to HKFRSs Annual Improvements to HKFRSs 1 January 2019
2015-2017 Cycle

BEAMBWMEERN(BFTAR) BAMBRELENRN_ZE—HFE_ZT
—EF A FE E

—E—-N&—H—H

The Group is in the process of assessing the
potential impact of these standards, and
amendments which were in issue but not yet
effective. None of these is expected to have a
significant effect on the consolidated financial
statements of the Group, except as discussed
below. The actual impacts upon the initial
adoption of the standards may differ as the
assessment completed to date is based on the
information currently available to the Group,
and further impacts may be identified before
the standards are initially applied.

Annual Report 2017
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Nature of change

HKICPA has issued a new standard for the
recognition of revenue. This will replace HKAS
18 which covers contracts for goods and
services and HKAS 11 which covers
construction contracts and the related
literature.

The new standard is based on the principle
that revenue is recognised when control of a
good or service transfers to a customer.

The standard permits either a full retrospective
or a modified retrospective approach for the
adoption.

Management is currently assessing the effects
of applying the new standard on the Group’s
consolidated financial statements and does not
expect a significant impact on the recognition
of revenue.

Mandatory for financial years commencing on
or after 1 January 2018. The Group intends to
adopt the standard using the modified
retrospective approach which means that the
cumulative impact of the adoption will be
recognised in retained earnings as of 1
January 2018 and that comparatives will not
be restated.

wa B RRME

EHHEL

BRI AEE RERBARM
—EHER - ZEANKRKEAS
FAERFISRMRERBE M AR
BaKkEB S ERFEI1HEME
ERMBRES O RBEAXBATE -

#al ZE QI T BN & fn 3 AR 7% #O 12
BEETEPHEIAWANRA -

ok

2B A IR AT BB P HBIEK
RIERTEPFEE

EEERBFBHRAMENHAE
BiGREMBRENEE )SZ]ITE‘,EHE
EHRABRRBEAYE

R-ZBE-N\F-A—B=HZ2E&RAH
MM BFEERHIRA  AEEEE
REETHEPERMER - B
TRANBRBEEE/IRNBE_F
—NF-A-—HBNEFREDE
R-MELBEFHEIEET -
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Nature of change

HKFRS 9 addresses the classification,
measurement and derecognition of financial
assets and financial liabilities, introduces new
rules for hedge accounting and a new
impairment model for financial assets.

Impact

The Group has reviewed its financial assets
and liabilities and is expecting the following
impact from the adoption of the new standard
on 1 January 2018:

° an equity instrument currently classified
as available-for-sale (“AFS”) for which a
fair value through other comprehensive
income (“FVOCI”) election is available
and hence there will be no change to the
accounting for this asset, and

° an equity instrument currently classified
as AFS will be reclassified as fair value
through profit or loss (“FVTPL”).

The Group does not expect the new guidance
to have a significant impact on the
classification and measurement of the AFS
elected to be FVOCI. However, gains or losses
realised on the sale of financial assets at
FVOCI will no longer be transferred to profit or
loss on sale, but instead reclassified below the
line from the FVOCI reserve to retained
earnings.

With respect to the Group’s financial assets
currently classified as AFS that will be
reclassified as FVTPL, the Group plans to
recognise any fair value changes in profit or
loss as they arise.

Annual Report 2017
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There will be no impact on the Group’s
accounting for financial liabilities, as the new
requirements only affect the accounting for
financial liabilities that are designated at fair
value through profit or loss and the Group
does not have any such liabilities. The
derecognition rules have been transferred from
HKAS 39 ‘Financial Instruments: Recognition
and Measurement’ and have not been
changed.

The new impairment model requires the
recognition of impairment provisions based on
expected credit losses (“ECL”) rather than only
incurred credit losses as is the case under
HKAS 39. It applies to financial assets
classified at amortised cost, debt instruments
measured at FVOCI, contract assets under
HKFRS 15 ‘Revenue from Contracts with
Customers’, lease receivables, loan
commitments and certain financial guarantee
contracts. Based on the assessments
undertaken to date, the Group expects it may
result in earlier recognition of credit losses.

The new standard also introduces expanded
disclosure requirements and changes in
presentation. These are expected to change
the nature and extent of the Group’s
disclosures about its financial instruments
particularly in the year of the adoption of the
new standard.

Date of adoption by the Group

Must be applied for financial years
commencing on or after 1 January 2018. The
Group will apply the new rules retrospectively
from 1 January 2018, with the practical
expedients permitted under the standard.
Comparatives for 2017 will not be restated.

GEMBERME

MR EAEZEREREERERA
AREEFABRSNMBREN S
BE MAEEYEEIMNZFA
B At AEEHHEREN S
REGIEZE - RILERORR
SIERAEGHERER ST
Bl RN E LEZH -

MORERLRFEARRERER -
m2E & B &5 ERIE395% 1A T & A
EEAGRAEBRERRERRS - %
REBRANRBHRADEN SR
BE BRAnEBEFAEMLEZEK
sMEHTA BB RS ER
FRIZEFPALHKAITHEH
BE RUBEE EXEAERET
MBREREH - RIBECSETHF
i AEBEERE TS BIRERE
REEEE -

&7 ZE Rl IR 5] A KE f B 35 BR AR E I
2HNFTAEH - ZEREREHE
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ERNFE) -

AEBERAAH
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Nature of change

HKFRS 16 was issued in January 2016. It will
result in almost all leases being recognised on
the balance sheet, as the distinction between
operating and finance leases is removed.
Under the new standard, an asset (the right to
use the leased item) and a financial liability to
pay rentals are recognised. The only
exceptions are short-term and low-value
leases.

The accounting for lessors will not significantly
change.

Impact

The standard will affect primarily the
accounting for the Group’s operating leases.
The Group is still assessing the impact and the
Group has not yet determined to what extent
The Group’s operating lease commitments will
result in the recognition of an asset and a
liability for future payments and how this will
affect the Group’s profit and classification of
cash flows.

Annual Report 2017
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Date of adoption by the Group

The new standard is mandatory for financial
years commencing on or after 1 January
2019. At this stage, the Group does not
intend to adopt the standard before its
effective date. The Group intends to apply the
simplified transition approach and will not
restate comparative amounts for the year prior
to first adoption.

A subsidiary is an entity (including
a structured entity) over which
the Group has control. The Group
controls an entity when the Group
is exposed to, or has rights to,
variable returns from its involvement
with the entity and has the ability
to affect those returns through its
power over the entity. Subsidiaries
are consolidated from the date on
which control is transferred to the
Group. They are deconsolidated
from the date that control ceases.

GEMBERME

AEBERAAH

MEMNB -_F-AF-A—HBHXZ
BRAMZMBRFERB AR - XA
AR AEB RN ZERNEN
B HI AT T A SR A - AN R A A
LBETTER BT & BB RN
AR FRE Z L BREF -
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Except for the reorganisation for
the listing of the Company and
business combinations under
common control, the Group
applies the acquisition method to
account for business combinations.
The consideration transferred for
the acquisition of a subsidiary is
the fair values of the assets
transferred, the liabilities incurred to
the former owners of the acquiree
and the equity interests issued by
the Group. The consideration
transferred includes the fair value
of any asset or liability resulting
from a contingent consideration
arrangement. Identifiable assets
acquired and liabilities and
contingent liabilities assumed in a
business combination are
measured initially at their fair
values at the acquisition date.

The Group recognises any non-
controlling interest in the acquiree
on an acquisition-by-acquisition
basis. Non-controlling interests in
the acquiree that are present
ownership interests and entitle their
holders to a proportionate share of
the entity’s net assets in the event
of liquidation are measured at
either fair value or the present
ownership interests’ proportionate
share in the recognised amounts of
the acquiree’s identifiable net
assets. All other components of
non-controlling interests are
measured at their acquisition date
fair value, unless another
measurement basis is required by
HKFRSs.

Acquisition-related costs are
expensed as incurred.
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If the business combination is
achieved in stages, the acquisition
date carrying value of the
acquirer’s previously held equity
interest in the acquiree is re-
measured to fair value at the
acquisition date; any gains or
losses arising from such re-
measurement are recognised in
consolidated income statement.

Any contingent consideration to be
transferred by the Group is
recognised at fair value at the
acquisition date. Subsequent
changes to the fair value of the
contingent consideration that is
deemed to be an asset or liability
is recognised in accordance with
HKAS 39 either in consolidated
income statement or as a change
to other comprehensive income.
Contingent consideration that is
classified as equity is not
remeasured, and its subsequent
settlement is accounted for within
equity.
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The excess of the consideration
transferred, the amount of any non-
controlling interest in the acquiree
and the acquisition-date fair value
of any previous equity interest in
the acquiree over the fair value of
the identifiable net assets acquired
is recorded as goodwill. If the total
of consideration transferred, non-
controlling interest recognised and
previously held interest measured is
less than the fair value of the net
assets of the subsidiary acquired
in the case of a bargain purchase,
the difference is recognised
directly in the consolidated income
statement.

Intra-group transactions,
balances and unrealised gains
on transactions between group
companies are eliminated.
Unrealised losses are also
eliminated unless the transaction
provides evidence of an impairment
of the transferred asset. When
necessary, amounts reported by
subsidiaries have been adjusted
to conform with the Group’s
accounting policies.
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Investments in subsidiaries are
accounted for at cost less impairment.
Cost includes direct attributable costs of
investment. The results of subsidiaries
are accounted for by the Company on
the basis of dividend received and
receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving
a dividend from these investments
if the dividend exceeds the total
comprehensive income of the subsidiary
in the period the dividend is declared or if
the carrying amount of the investment in
the separate financial statements exceeds
the carrying amount in the consolidated
financial statements of the investee’s net
assets including goodwill.

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The
chief operating decision-maker, who is
responsible for allocating resources and
assessing performance of the operating
segments, has been identified as the
directors, who make strategic decisions.
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[tems included in the financial
statements of each of Group’s entities
are measured using the currency of the
primary economic environment in which
the entity operates (the “functional
currency”). The consolidated financial
statements are presented in Hong Kong
dollars (HK$), which is the Company’s
functional and the Group’s presentation
currency.

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at
the dates of the transactions or valuation
where items are re-measured. Foreign
exchange gains and losses resulting from
the settlement of such transactions and
from the translation at year-end
exchange rates of monetary assets and
liabilities denominated in foreign
currencies are recognised in the
consolidated income statement within
“other (losses)/gains, net”.

Changes in the fair value of debt
securities denominated in foreign
currency classified as available-for-sale
are analysed between translation
differences resulting from changes in the
amortised cost of the security and other
changes in the carrying amount of the
security. Translation differences related
to changes in amortised cost are
recognised in consolidated income
statement, and other changes in carrying
amount are recognised in other
comprehensive income.
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Translation differences on non-monetary
financial assets, such as equities
classified as available-for-sale, are
included in other comprehensive income.

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are
translated into the presentation currency
as follows:

(i) assets and liabilities for each
statement of financial position
presented are translated at the
closing rate at the date of that
statement of financial position;

(i) income and expenses for each
income statement are translated at
average exchange rates (unless this
average is not a reasonable
approximation of the cumulative
effect of the rates prevailing on the
transaction dates, in which case
income and expenses are
translated at the dates of the
transactions); and

(i) all resulting currency translation
differences are recognised in other
comprehensive income.
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Goodwill and fair value adjustments
arising on the acquisition of a foreign
entity are treated as assets and liabilities
of the foreign entity and translated at the
closing rate. Currency translation
differences arising are recognised in
other comprehensive income.

On the disposal of a foreign operation
(that is, a disposal of the Group’s entire
interest in a foreign operation, or a
disposal involving loss of control over a
subsidiary that includes a foreign
operation, a disposal involving loss of
joint control over a joint venture that
includes a foreign operation, or a
disposal involving loss of significant
influence over an associate that includes
a foreign operation), all of the currency
translation differences accumulated in
equity in respect of that operation
attributable to the owners of the
company are reclassified to the
consolidated income statement.
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Property, plant and equipment are stated at
historical cost less accumulated depreciation
and accumulated impairment losses. Historical
cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of
the item can be measured reliably. The
carrying amount of the replaced part is
derecognised. All other repairs and
maintenance are charged to the consolidated
income statement during the financial period in
which they are incurred.

Depreciation on property, plant and equipment
is calculated using the straight-line method to
allocate their cost to their residual values over
their estimated useful lives, as follows:

Leasehold Over the shorter of
improvements the term of the
leases or 5 years
Moulds and machinery  2-10 years

Furniture and office 3-5 years
equipment
Motor vehicles 4-5 years
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The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the
end of each reporting period.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.7).

Gains and losses on disposals are determined
by comparing the proceeds with the carrying
amount and are recognised in the
consolidated income statement within “other
(losses)/gains, net”.

Goodwill arises on the acquisition of
subsidiaries represents the excess of the
consideration transferred, the amount of
any non-controlling interest in the
acquiree and the acquisition-date fair
value of any previous equity interest in
the acquiree over the fair value of the
identified net assets acquired.

For the purpose of impairment testing,
goodwill acquired in a business
combination is allocated to each of the
cash-generating units (“CGUs”), or
groups of CGUs, that is expected to
benefit from the synergies of the
combination. Each unit or group of units
to which the goodwill is allocated
represents the lowest level within the
entity at which the goodwill is monitored
for internal management purposes.
Goodwill is monitored at the operating
segment level.
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Goodwill impairment reviews are
undertaken annually or more frequently if
events or changes in circumstances
indicate a potential impairment. The
carrying value of the CGU containing the
goodwill is compared to the recoverable
amount, which is the higher of value in
use and the fair value less costs of
disposal. Any impairment is recognised
immediately as an expense and is not
subsequently reversed.

Separately acquired patents are shown
at historical cost. Patents acquired in a
business combination are recognised at
fair value at the acquisition date. Patents
have a finite useful life and are carried at
cost less accumulated amortisation.
Amortisation is calculated using the
straight-line method to allocate the cost
of patents over their estimated useful
lives of 7 years.

Club memberships with indefinite useful
life are stated at cost less any
impairment losses.
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Intangible assets that have an indefinite useful
life are not subject to amortisation and are
tested annually for impairment. Assets that are
subject to amortisation or depreciation are
reviewed for impairment whenever events or
changes in circumstances indicate that the
carrying amount may not be recoverable. An
impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable
amount is the higher of an asset’s fair value
less costs to sell and value in use. For the
purposes of assessing impairment, assets are
grouped at the lowest levels for which there
are separately identifiable cash flows (cash-
generating units). Non-financial assets other
than goodwill that suffered an impairment are
reviewed for possible reversal of the
impairment at each reporting date.

The Group classifies its financial assets
in the following categories: loans and
receivables and available-for-sale financial
assets. The classification depends on the
purpose for which the financial assets
were acquired. Management determines
the classification of its financial assets at
initial recognition.
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Loans and receivables are non-
derivative financial assets with fixed
or determinable payments that are
not quoted in an active market.
They are included in current
assets, except for the amounts that
are settled or expected to be
settled more than 12 months after
the end of the reporting period.
These are classified as non-current
assets. The Group’s loans and
receivables comprise “trade and
other receivables”, “restricted bank
deposits”, and “cash and cash
equivalents” in the consolidated
statement of financial position.

Available-for-sale financial assets
are non-derivatives that are either
designated in this category or not
classified in any of the other
categories. They are included in
non-current assets unless the
investment matures or
management intends to dispose of
it within 12 months of the end of
the reporting period.
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Regular way purchases and sales of
financial assets are recognised on the
trade-date — the date on which the
Group commits to purchase or sell the
asset. Investments are initially recognised
at fair value plus transaction costs for all
financial assets not carried at fair value
through profit or loss. Financial assets are
derecognised when the rights to receive
cash flows from the investments have
expired or have been transferred and
the Group has transferred substantially
all risks and rewards of ownership.
Available-for-sale financial assets are
subsequently carried at fair value. Loans
and receivables are subsequently carried
at amortised cost using the effective
interest method.

Changes in the fair value of monetary
and non-monetary securities classified as
available-for-sale are recognised in other
comprehensive income.

When securities classified as available-
for-sale are sold or impaired, the
accumulated fair value adjustments
recognised in equity are included in the
consolidated income statement as “gains
and losses from investment securities”.

Dividends on available-for-sale equity
instruments are recognised in the
consolidated income statement as part of
other income when the Group’s right to
receive payments is established.
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Financial assets and liabilities are offset and
the net amount reported in the consolidated
statement of financial position when there is a
legally enforceable right to offset the
recognised amounts and there is an intention
to settle on a net basis or realise the asset
and settle the liability simultaneously. The
legally enforceable right must not be
contingent on future events and must be
enforceable in the normal course of business
and in the event of default, insolvency or
bankruptcy of the company or the
counterparty.

The Group assesses at the end of each
reporting period whether there is
objective evidence that a financial asset
or group of financial assets is impaired.
A financial asset or a group of financial
assets is impaired and impairment losses
are incurred only if there is objective
evidence of impairment as a result of one
or more events that occurred after the
initial recognition of the asset (a “loss
event”) and that loss event (or events)
has an impact on the estimated future
cash flows of the financial asset or
group of financial assets that can be
reliably estimated.
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Evidence of impairment may include
indications that the debtors or a group
of debtors is experiencing significant
financial difficulty, default or delinquency
in interest or principal payments, the
probability that they will enter bankruptcy
or other financial reorganisation, and
where observable data indicate that
there is a measurable decrease in the
estimated future cash flows, such as
changes in arrears or economic
conditions that correlate with defaults.

For loans and receivables category, the
amount of the loss is measured as the
difference between the asset’s carrying
amount and the present value of
estimated future cash flows (excluding
future credit losses that have not been
incurred) discounted at the financial
asset’'s original effective interest rate.
The carrying amount of the asset is
reduced and the amount of the loss is
recognised in the consolidated income
statement. If a loan has a variable
interest rate, the discount rate for
measuring any impairment loss is the
current effective interest rate determined
under the contract. As a practical
expedient, the Group may measure
impairment on the basis of an
instrument’s fair value using an
observable market price.

If, in a subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised (such as an improvement in
the debtor’s credit rating), the reversal of
the previously recognised impairment
loss is recognised in the consolidated
income statement.
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The Group assesses at the end of each
reporting period whether there is
objective evidence that a financial asset
or a group of financial assets is
impaired.

For debt investment, if any such
evidence exists the cumulative loss —
measured as the difference between the
acquisition cost and the current fair
value, less any impairment loss on that
financial asset previously recognised in
consolidated income statement — s
removed from equity and recognised in
consolidated income statement. If, in a
subsequent period, the fair value of a
debt instrument classified as available-
for-sale increases and the increase can
be objectively related to an event
occurring after the impairment loss was
recognised in consolidated income
statement, the impairment loss is
reversed through the consolidated
income statement.

For equity investments, a significant or
prolonged decline in the fair value of the
security below its cost is also evidence
that the assets are impaired. If any such
evidence exists the cumulative loss —
measured as the difference between the
acquisition cost and the current fair
value, less any impairment loss on that
financial asset previously recognised in
consolidated income statement — s
removed from equity and recognised in
consolidated income statement.
Impairment losses recognised in the
consolidated income statement on equity
instruments are not reversed through the
consolidated income statement.
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Inventories are stated at the lower of cost and
net realisable value. Cost is determined using
the weighted average method. The cost of
finished goods and work in progress
comprises raw materials and other direct
costs. Net realisable value is the estimated
selling price in the ordinary course of
business, less applicable variable selling
expenses.

Trade receivables are amounts due from
customers for merchandise sold or services
performed in the ordinary course of business.
If collection of trade and other receivables is
expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are
presented as non-current assets.

Trade and other receivables are recognised
initially at fair value and subsequently measured
at amortised cost using the effective interest
method, less allowance for impairment. See
Note 2.8.2 for further information about
the Group’s accounting for trade and other
receivables and Note 2.10 for a description of
the Group’s impairment policies.

In the consolidated statement of cash flows,
cash and cash equivalents include cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with
original maturities of three months or less.
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Ordinary shares are classified as equity.

Incremental costs directly attributable to the
issue of new shares or options are shown in
equity as a deduction, net of tax, from the
proceeds.

Trade payables are obligations to pay for
goods or services that have been acquired in
the ordinary course of business from suppliers.
Trade and other payables are classified as
current liabilities if payment is due within one
year or less (or in the normal operating cycle
of the business if longer). If not, they are
presented as non-current liabilities.

Trade and other payables are recognised
initially at fair value and subsequently
measured at amortised cost using the effective
interest method.

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost: any
difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in the consolidated income
statement over the period of the borrowings
using the effective interest method.

Fees paid on the establishment of loan
facilities are recognised as transaction costs of
the loan to the extent that it is probable that
some or all of the facility will be drawn down.
In this case, the fee is deferred until the draw-
down occurs. To the extent there is no
evidence that it is probable that some or all of
the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity
services and amortised over the period of the
facility to which it relates.
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Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the end of the reporting period.

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

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted
from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in
consolidated income statement in the period in
which they are incurred.

The tax expenses for the period comprise
current and deferred income tax. Tax is
recognised in the consolidated income
statement, except to the extent that it relates
to items recognised in other comprehensive
income or directly in equity, In this case the
tax is also recognised in other comprehensive
income or directly in equity, respectively.
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The current income tax charge is
calculated on the basis of the tax laws
enacted or substantively enacted at the
statement of financial position date in the
countries where the Group operates and
generates taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject
to interpretation. It establishes provisions
where appropriate on the basis of
amounts expected to be paid to the tax
authorities.

Deferred income tax is recognised, using
the liability method, on temporary
differences, arising between the tax
bases of assets and liabilities and their
carrying amounts in the consolidated
financial statements. However, deferred
tax liabilities are not recognised if they
arise from the initial recognition of
goodwill, the deferred income tax is not
accounted for if it arises from initial
recognition of an asset or liability in a
transaction other than a business
combination that at the time of the
transaction affects neither accounting nor
taxable profit or loss. Deferred income
tax is determined using tax rates (and
laws) that have been enacted or
substantively enacted by the statement
of financial position date and are
expected to apply when the related
deferred income tax asset is realised or
the deferred income tax liability is
settled.
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Deferred income tax assets are BIEFMETHEEENBERA
recognised only to the extent that it is B2 B JE SR IR DA K 85 8T B 1
probable that future taxable profit will be ZENBRAT A HER -

available against which the temporary
differences can be utilised.

Deferred income tax liabilities are RIEFMGEHAERRERNE
provided on taxable temporary ANEEENE KM E R ME
differences arising from investments in & - B R 5 7N 5 B ] AR &l
subsidiaries, except for deferred income RUEZEMNEORRE MYk
tax liability where the timing of the M Z= B A A 78 A A RIR A gE
reversal of the temporary difference is SHEEMNRELEREN 8 &R
controlled by the Group and it is probable Gh o

that the temporary difference will not
reverse in the foreseeable future.

Deferred income tax assets are BEMSHEEERTRHER
recognised on deductible temporary HERARZR P E - WH 7R R B
differences arising from investments in Y FE BRI B 8 AT B MBI 8
subsidiaries only to the extent that it is TRERE - ARIRERK B
probable the temporary difference will NAIFTEANITERNEREZR
reverse in the future and there is T LARERR o

sufficient taxable profit available against
which the temporary difference can be
utilised.
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Deferred income tax assets and liabilities
are offset when there is a legally
enforceable right to offset current income
tax assets against current income tax
liabilities and when the deferred income
tax assets and liabilities relate to income
taxes levied by the same taxation
authority on either the taxable entity or
different taxable entities where there is
an intention to settle the balances on a
net basis.

The Group pays contributions to defined
contribution plans in Hong Kong. The
schemes are generally funded through
payments to separate trustee-
administered funds, determined by
periodic calculations.

A defined contribution plan is a pension
plan under which the Group pays fixed
contributions into a separate entity. The
Group has no legal or constructive
obligations to pay further contributions if
the fund does not hold sufficient assets
to pay all employees the benefits relating
to employee service in the current and
prior periods.

The Group pays contributions to
administered pension plans on a
mandatory, contractual or voluntary
basis. The Group has no further payment
obligations once the contributions
have been paid. The contributions are
recognised as employee benefit expense
when they are due. Prepaid contributions
are recognised as an asset to the extent
that a cash refund or a reduction in the
future payments is available.
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The Group also contributes on a monthly
basis to defined contribution retirement
benefit plans organised by relevant
municipal and provincial governments in
the People’s Republic of China (the
“PRC”). The municipal and provincial
governments undertake to assume the
retirement benefit obligations payable to
all existing and future retired employees
for post-retirement benefits beyond the
contributions made. The assets of these
plans are held separately from those of
the Group in independently administered
funds managed by the PRC government.
Contributions to these plans are
expensed as incurred.

The expected cost of bonus payments
wholly due within 12 months after the
balance sheet date are recognised as a
liability where the Group has a present
legal or constructive obligation as a
result of services rendered by employees
and a reliable estimate of the obligation
can be made.

Employee entitlements to annual leave
are recognised when they accrue to
employees. A provision is made for the
estimated liability for annual leave as a
result of services rendered by employees
up to the statement of financial position
date.

Employee entitlements to sick leave and

maternity leave are not recognised until
the time of leave.

Annual Report 2017

REBFEARKLMBE(H
BDABEMBAFARZ TR
HFGR KRR AT & - AR5 IR
B ARZEEL R - ZF
BB AR e AR R KR T
&% RRARBRZEZHE
KEBEMBBMIERRZE
KEBH - ZFFFEZEEMN
BYEEBEES W ARAEE
ZEBEDRTH Y HTBER
FREITER - ZFat 8l 2 R
RELRBI A -

EAKEASREECRHENR
BMELRBEREXEER
E-mEEERBEA EMF
- AEEERBGERB®RI12(E
AR RN RS AR
RABARK-

BEEZENFRNEBENESR
SRR - CHER EM BN
&= BRERGHE FROMGE
BEFLEE -

BEZANRBREEREEN

R HER o



Provisions are recognised when the Group has
a present legal or constructive obligation as a
result of past events; it is probable that an
outflow of resources will be required to settle
the obligation; and the amount has been
reliably estimated. Provisions are not
recognised for future operating losses.
Provision for an onerous contract is
recognised when the unavoidable costs of
meeting the obligations under the contract
exceed the economic benefits expected to be
received. The unavoidable costs under a
contract reflect the least net cost of exiting
from the contract, which is the lower of the
cost of fulfilling the contract and any
compensation or penalties arising from failure
to fulfil the contract.

Where there are a number of similar
obligations, the likelihood that an outflow will
be required in settlement is determined by
considering the class of obligations as a
whole. A provision is recognised even if the
likelihood of an outflow with respect to anyone
item included in the same class of obligations
may be small.

Provisions are measured at the present value
of the expenditures expected to be required to
settle the obligation using a pre-tax rate that
reflects current market assessments of the
time value of money and the risks specific to
the obligation. The increase in the provision
due to passage of time is recognised as
interest expense.

A contingent asset is a possible asset that
arises from past events and whose existence
will be confirmed only by the occurrence or
non-occurrence of one or more uncertain
future events not wholly within the control of
the Group.
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Contingent assets are not recognised in the
consolidated financial statements. A contingent
asset is disclosed where an inflow of
economic benefits is probable. If it has
become virtually certain that an inflow of
economic benefits will arise, the asset and the
related income are recognised in the
consolidated financial statements of the period
in which the change occurs.

Revenue is measured at the fair value of the
consideration received or receivable, and
represents amounts receivable for goods
supplied, stated net of discounts, returns and
value added taxes. The Group recognises
revenue when the amount of revenue can be
reliably measured; when it is probable that
future economic benefits will flow to the entity;
and when specific criteria have been met for
each of the Group’s activities as described
below.

Sales of goods are recognised when a
group entity has delivered products to the
customer, the customer has accepted the
products and collectability of the related
receivables is reasonably assured.

Interest income is recognised using the
effective interest method.
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Leases in which a significant portion of the
risks and rewards of ownership are retained
by the lessor are classified as operating
leases. Payments made under operating leases
(net of any incentives received from the
lessor), are charged to the consolidated
income statement on a straight-line basis over
the period of the lease.

Dividend distribution to the Company’s
shareholders is recognised as a liability in the
Group’s and the Company’s financial
statements in the period in which the
dividends are approved by the respective
shareholders or directors of the group
companies, where appropriate.

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk and cash flow and fair value
interest rate risk), credit risk, liquidity risk and
price risk. The Group’s overall risk
management programme focuses on the
unpredictability of financial markets and seeks
to minimise potential adverse effects on the
Group’s financial performance. Risk
management is carried out by the senior
management of the Group.

The Group is primarily exposed to
foreign exchange risk arising from
United States dollars (“USD”),
Renminbi (“RMB”) and New Taiwan
dollars (“TWD”).
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Foreign exchange risk arises when
future commercial transactions,
recognised assets and liabilities are
denominated in a currency that is
not the entity’s functional currency.
Management periodically reviews
assets and liabilities held in
currencies other than the entity’s
functional currency to ensure that
net exposure is kept at an
acceptable level. The Group does
not enter into any arrangement to
hedge its foreign exchange rate
risk.

The Group manages its foreign
exchange risk by closely
monitoring the movement of the
foreign currency rates. In the
opinion of the directors, HK$ are
reasonably stable against the USD
under the Linked Exchange Rate
System, and accordingly, no
sensitivity analysis with respect to
the USD against HK$ is
performed.

The directors of the Company are
of the opinion that the impact on
exchange differences for RMB and
TWD is immaterial as at 31
December 2017 and 31 December
2016 due to the low volume of
transactions and minimal amount of
balances, and accordingly no
sensitivity analysis is performed.
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The Group’s interest rate risk
arises from bank deposits, bank
balances and bank borrowings.

The Group has no bank borrowings
as at 31 December 2017 and 31
December 2016.

Bank deposits and bank balances
held at variable rates expose the
Group to cash flow interest rate
risk.

Other than bank deposits, bank
balances and bank borrowings, the
Group does not have significant
interest-bearing assets or liabilities.
The Group’s exposure to interest
rate risk associated with the effects
of fluctuations in the prevailing
levels of the market interest rates
on its cash flows is not deemed to
be substantial in the view of
management based on the nature
of the assets and liabilities.
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Equity price risk is the risk that the
fair values of equity securities
decreased as a result of changes
in the levels of equity indices and
the value of individual securities.
The Group is exposed to equity
price risk arising from available-for-
sale equity investments (Note 16)
as at 31 December 2017.

At 31 December 2017, if the fair
values of the equity investment
classified as available-for-sale
financial assets had been 10%
higher/lower, with all other
variables held constant, the
Group’s equity would have been
HK$5,695,000 higher/lower (2016:
HK$3,167,000), respectively.
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Credit risk is managed on a group basis.
Credit risk arises from trade and other
receivables, restricted bank deposits,
fixed deposits with original maturity date
more than three months and bank
balances. The carrying amounts of these
balances represent the Group’s
maximum exposure to credit risk in
relation to financial assets. The credit
risk is monitored on an ongoing basis
with reference to the financial position of
the debtors, past experience and other
factors.

The Group has policies in place to
ensure that the sales of products are
made to customers with appropriate
credit histories and the Group performs
regular credit evaluations of its major
customers.

The majority of the Group’s trade
receivables is due for maturity within 90
days and largely comprises amounts
receivable from business customers.
Management does not expect any
significant losses from non-performance
by these counterparties.

About 80% (2016: 36%) and 91%
(2016: 77%) of total trade receivables as
at 31 December 2017 were due from the
Group’s largest customer and the three
largest customers respectively. No
significant collectability issues have been
identified in the past.

Restricted bank deposits, fixed deposits
with original maturity date more than
three months and bank balances are
deposited in reputable banks.
Management does not expect any losses
from non-performance by these banks.
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Prudent liquidity risk management

EENRBESRBREE ST

includes maintaining sufficient cash and BREEEHEELEER
marketable securities, the availability of 5 BRRMEAFZEEER
funding through an adequate amount of B RBEHNEERNEENE
committed credit facilities and the ability 5K e

to settle the payables of the Group.

The table below analyses the Group’s
financial liabilities into relevant maturity
groupings based on the remaining period
at the date of the statement of financial
position to the contractual maturity date.

TRINFAEENERBEAER
ERMBRRAEKBZA K2
B &Y R &4 HA ] 4R PR AR BE 21 B 48
BETR D - ERABEED
CHRREHOARBENRER

The amounts disclosed in the table are =
the contractual undiscounted cash flows.
Less than Between
1 year 1 to 5 years Total
R—F —ZHF @t
HK$’000 HK$’000 HK$’000
FE T FE T FE T
At 31 December 2017 R-ZE—+tF
+=—A=+—H
Trade payable J& - BR 3K 14,077 = 14,077
Other payables H e 5 R 4,619 — 4,619
18,696 — 18,696
At 31 December 2016 R-ZBE—RE
+= H =4 —
Trade payable JE 15 BR 5K 85,553 = 85,553
Bills payable & R i& 33,415 = 33,415
Other payables B FE 5 5k 8,260 = 8,260
127,228 = 127,228
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The Group’s objectives when managing capital
are to safeguard the Group’s ability to
continue as a going concern in order to
provide returns for shareholders and benefits
for other stakeholders and to maintain an
optimal capital structure to reduce the cost of
capital.

The Group monitors capital on the basis of the
debt-to-asset ratio. The ratio is calculated as
total debt divided by total assets. Total debt is
calculated as interest-bearing borrowings. In
order to maintain or adjust the capital
structure, the Group may adjust the amount of
dividends paid to shareholders, return capital
to shareholders, issue new shares and sell
assets to reduce debt.

During the year, the Group’s strategy, which
remained unchanged from prior year, was to
maintain a net cash position. As at 31
December 2017 and 31 December 2016, the
Group has a net cash position and the
aggregate balances of unrestricted bank
deposits, and cash and cash equivalents
exceeded the total interest-bearing debt by
HK$88,025,000 (2016: HK$174,126,000).
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Financial instruments carried at fair value are
analysed by valuation method. The different
levels have been defined as follows:

° Quoted prices (unadjusted) in active
markets for identical assets or liabilities
(level 1).

° Inputs other than quoted prices included
within level 1 that are observable for the
assets or liabilities, either directly (that is,
as prices) or indirectly (that is, derived
from prices) (level 2).

° Inputs for the assets or liabilities that are
not based on observable market data
(that is, unobservable inputs) (level 3).

The carrying amounts of the Group’s financial
assets, including cash and cash equivalents,
restricted bank deposits, and trade, bills and
other receivables; and the Group’s financial
liabilities, including trade, bills and other
payables approximate their fair values due to
their short maturities.

The nominal values less any estimated credit
adjustments for financial assets and liabilities
with a maturity of less than one year are
assumed to approximate their fair values. The
fair value of financial liabilities for disclosure
purposes is estimated by discounting the
future contractual cash flows at the current
market interest rate that is available to the
Group for similar financial instruments.
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The following table presents the carrying value
of financial instruments measured at fair value
at the balance sheet across the three levels.

Recurring fair value REEAAREE
measurements i E
Assets: BE:
Available-for-sale financial At H & 4 &t
assets: BE:
— Unlisted equity — JE LT AR #E
investments &
Recurring fair value REMEAREE
measurements i E
Asset: BE
Available-for-sale financial 7] #t ! & £ &
asset: BE
— Unlisted equity — FE MR
investment "E

There were no transfers between levels 1, 2
and 3 during the year (2016: Nil).
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Fair value measurement as at

31

R_ZE—

Level 1
e
HK$’'000
FHBT

December 2016
NE+ZA=+—R82

AR BEEFE

Level 2 Level 3
H2E $3E
HK$'000 HK$’000
FA& T FHT
= 31,671

FREIE - FEEHFEIE 2 E I E

BRE(CE—RF &)

Total
T
HK$’000
FHT

31,671

2017 £ 3R
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The following table presents the changes in
level 3 instruments for the year ended 31
December 2017:

At 1 January Rn—HA—H
Additions 3 n

Change in value recognised in ~ REME2HEKRZER

=4

other comprehensive income (ERERE)

At 31 December

Change in unrealised gains for R F Rz A

the year included in other Ememlizss
comprehensive income at RER Wz 2

the end of the year

The Group’s unlisted available-for-sale equity
investments consist of (i) preferred shares; and
(i) ordinary shares issued by private entities.
The fair value of the preferred shares held is
derived by using option-pricing methods to
allocate the equity value of the entity, which is
implied from the issue prices of recent
transactions and justified by comparable
company valuation multiples approach. The fair
value of the ordinary shares held is derived by
using generally accepted pricing model, which
included some assumptions that are not
supportable by observable market rates. In
determining the fair value, certain
unobservable inputs were used.
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R+=—A=+—"

TEREHBE_FT—tF+=-A
ST HAEFERIEIAZE

Unlisted equity investments

FETRERE

2016
—EF—RF
HK$’000
FA T

31,101

570

31,671

570

AEBEFELTAHEERERESR
BALECEBITZOHELR : Rii)E
BR-FIRBBZEERZARER
Th{E A ER#E B B A D FR 1 % 2 IR #E
BESH mMEoEZREEERSR
MR 5 ETE 23| REBEIL A
LB ARGEBEEIERS S AT
BEEBRNAAEBEER —KE
X EBRAEE EFBEEREA
ABEMEHETENSE TRE -
AEEAALEBER FHATHTA
A B R o A UK o



Below is a summary of significant
unobservable inputs to the valuation of the
unlisted available-for-sale equity investments,
together with quantitative sensitivity analysis:

Significant
Unlisted available-for-sale  Valuation technique and key unobservable
equity investments inputs input
EXTABE
FLETAM/HERERE HERGNRIEGAHE BAHE
(i) Preferred shares issued by Market comparable companies  Volatility
a private entity and equity value allocation
with option-pricing method
that is estimated based on
recent transaction prices,
volatility rate, risk-free
interest rate, and dividend
yield
() —ALERRETZ MEALRARARRERES KiE
BEK iRERAEEEE Mt E

RATBXHER KB
ERRBRNERESER

=
)

1 75 3R R B 5

TXHNEHIELHAIHEERERE
BEIEATHEREABE &
Al E 8 HEE D

Sensitivity of fair value to
Value the input

BAHBZAAEE
BE BRE

39.92% 10% increase/(decrease)

(2016: 40.87%)

in the volatility would
result in increase/
(decrease) (2016:
(decrease)/increase) in
fair value by
approximately
HK$27,000/
(HK$20,000)(2016:
(HK$187,000)/
HK$144,000).

30.92% EEEEM,/ (HA)10%

(ZF—1F:
40.87% )

GLDAEEEN
(RO ZB—AE:
(R2) /%) 4
27,000% 7./ (20,000
BT ZE—RE:
(187,0003 7T)
/144,000 7T ) °

2017 £ 3R
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Significant
Unlisted available-for-sale  Valuation technique and key unobservable Sensitivity of fair value to
equity investments inputs input Value the input
EXTABE BAHBZAREE
FEMTHEERERE HEBRMRIZHALE BAHE BE HBE
(ii) Ordinary shares issued by a Discounted cash flow method Weighted average 12.91% 10% increase/(decrease)
private entity cost of capital in WACC would result
(“WACC") in (decrease)/increase
in fair value by
approximately
(HK$286,000)/
HK$364,000
(i) —REAEEEETL ERBERA A MEFHERK 1291% MEFHERRAEM/
B A(TETH (BD)10% - HLA
BERKA) ABECHD) /&M
#1(286,000/ 7t
//364,000% 7
Discount for lack of 25% 10% increase/(decrease)
marketability in discount would result
in (decrease)/increase
in fair value by
approximately
(HK$78,000)/
HK$182,000
ERETHRA 25% HEEM,/ (D) 10% -
ML TR BT RAEBECHD)
/S # (78,000/8 )
//182,000% 7.
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Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that
are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal
the related actual results. The estimates and
assumptions that have a significant risk of
causing a material adjustment to the carrying
amounts of assets and liabilities within the next
financial year are addressed below.

Net realisable value of inventories is the
estimated selling price in the ordinary
course of business, less estimated selling
expenses. These estimates are based on
the current market condition and the
historical experience of selling products
of similar nature. It could change
significantly as a result of changes in
consumer preferences and competitor
actions in response to severe industry
cycles. Management reassesses these
estimations by each date of the
statement of financial position to ensure
inventories are shown at the lower of
cost and net realisable value.

GEMBERME

AEBEFEN MG A AEN=Z
DENBELRREMAREL 8%
BEARREGENRKEMHTRE -

AN & B R R B RE DG E RRE
HeMSHENETERERED
HERER B -EFHEERAKE
HEARTHRGBREERTEERE
EREEELDENFAENGHT KR
By o

FEMAZRFESNBER
5812 7 1 b 51 & R (4 AT 35
ERX - ZFAhA IRBHE
BUERN B AR ER
BRIEL HAIERBEBEE S
BERBEFHTFREBIEBRITE
BHNTHMHRABES -
EEEENBEMBIMNEKA
EXFA L FMEE - UEERT
BUARRARRZRFEME 2
B A BAE & FI R ©
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The fair value of financial instruments
traded in active markets (such as trading
and available-for-sale financial assets
securities) is based on quoted market
prices at the end of each reporting
period.

The fair value of financial instruments
that are not traded in an active market is
determined by using valuation
techniques. The Group uses its
judgement to select a variety of methods
and makes assumptions that are mainly
based on market conditions existing at
the end of each reporting period.

The Group is subject to income taxes in
the jurisdiction in which the Group
operates. There are transactions and
calculations for which the ultimate tax
determination is uncertain. The Group
recognises liabilities for anticipated tax
audit issues based on estimates of
whether additional taxes will be due.
Where the final tax outcome of these
matters is different from the amounts
that were initially recorded, such
differences will impact the current and
deferred income tax assets and liabilities
in the period in which such
determination is made.

Annual Report 2017
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The Group makes provision for
impairment of trade receivables based on
an estimate of the recoverability of these
receivables. Provisions are applied to
trade receivables, where events or
changes in circumstances indicate that
the balances may not be collectible. The
identification of impairment of trade
receivables requires the use of
estimates. Where the expectation is
different from the original estimate, such
difference will impact the carrying
amount of receivables and the provision
for impairment losses in the period in
which such estimate has been changed.

The chief operating decision-maker has been
identified as the directors of the Company. The
directors review the Group’s internal reporting in
order to assess performance and allocate resources
and determine the operating segments based on
these reports.

The directors determine that the Group has two
reportable operating segments as follows:

(@)  Display products segment; and

(b)  Optics products segment

The directors assess the performance of the
operating segments based on a measure of revenue
and results of each segment and do not assess the
performance based on segment assets and
liabilities.

GEMBERME

7R 5 B AR 4 B WA B 5k 0 i /T AT
U 101 72 & A ULt <5 B M BR SRR HIR
MERE - —BEEHHLENB
U BK B FEUR AT BE R BE UK 13 BR K
5 - B & B8 W iR BRAT IR &
1 o B YRR E R 2 1F
Hfhs - ERHASHERARE ML
HEDRE REEKERE
%t At ER 0 8 B ) PO B LR
MEREENRREBIRES -

EREEAREREARANNES - B
ERMARENHNBEEUFERRARS
RAR DREXSHEETEEDH -

FETASEERUNTMETRELE

2 -

EZERNEDMOWA R EEN G EFE
REDHNKRIR MIEERDBEERE
BERFERR -
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(@ The segment

Segment revenue
(all from external

customers)

Segment results

Unallocated
operating costs
Finance costs, net

(Loss)/profit before
income tax

Other segment
information:

Gain on disposal
of subsidiaries

information provided to the
directors for the reportable segments for the
year ended 31 December 2017 is as follows:

2EREINB

GEIES

ADEEERA

MEEREE

BrFTSBiAT (BH)
/F8

At BER

HEMBAR
Yoss

Gain on Profit Guarantee i 1 £R & 1
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Display products
BTEm
2016
—E—RE
HK$'000
AT

1,123,950

95,335

@ MUNTREETEFEE_ZT—tF
T A=1T—BLEFEAREDH

HE

Optics products
*EER
2016
—E—RE
HK$'000
AT

26,048

58,560

26,481
21,238

Total

@t
2016
—E-RE
HK$'000
TET

1,149,998

153,895

(55,017)
(1,348)

97,530

26,481
21,238

B
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The Group’s revenues from its major products b)) BEZFT—tF+-_H=1+—81Lt
for the years ended 31 December 2017 are as FE-AEERXEEFZEEmZIK
follows: AEFAT -
2016
—F-REF
HK$’000
FATT

Thin film transistor liquid crystal &R E S8R & B2 F R
display (“TFT-LCD”) panels and ([ TFT-LCD |) E 1R &

modules 48 1,051,095
Optics products B E M 26,048
Driver integrated circuits EaB) 28 Ak B K 58,032
Polarisers IR Y 1R 7,871
Others H A 6,952

1,149,998
During the year ended 31 December 2017, HE-_Z—tF+=-A=+—H1
most of the Group revenues were derived in FE - AEBRIHOWAHRES
Hong Kong, where the Group’s products were B AEBRTREERNESRINE
delivered by the Group to its customers. an ©
2016
—ZE—RF
HK$’000
FAT
Hong Kong BB 1,132,080
The PRC s 17,424
Taiwan =0 | 494
1,149,998
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(d) Revenues from major customers who have d XREFEEP(BEAKEHAEKA
individually contributed 10% or more of the 10% 3 A E) ;I A BE AR -
total revenue of the Group are disclosed as
follows:

2016

—E—RF

HK$’000

FAT

Customer A 2EA 112,459
Customer B =FB 192,748
Customer C BFC =
305,207

The above three customers are included in the =X Fst ABETRERD A °

display products segment.

() An analysis of the Group’s non-current ) REENE AKEEZIERITDEL
segment assets (other than available-for-sale BETEEITHEESREE)D
financial assets) by location of assets is as wamr
follows:

Hong Kong The PRC Total
5B FE et
HK$’000 HK$’000 HK$’000
FAET FAET FAET

As at 31 December 2017: R=-ZEBE—tHE+=AH

Eqr=18 ¢
Non-current assets FERBEE
Property, plant and equipment ¥ % - [f 5 & & &
Intangible assets EREE

As at 31 December 2016: R=-ZB-XE+=A

=t+-8:
Non-current assets IRBEE
Property, plant and equipment #1 % - & = & & & 2,123 1,070 3,193
Intangible assets mEEE 2,000 1,122 3,122

4,123 2,192 6,315
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Revenue represents the sales of display panels,
optics products and related electronic components
to external parties.

Gain on disposal of subsidiaries

(Note 27) (K7 :t27)

Gain on Profit Guarantee (Note (a) & FI /R & W= (A7 22 (a))

Net exchange loss & 5 BB FE
Others H

Note (a):

On 22 January 2015, Rightone Resources Limited (“Rightone”), a
wholly-owned subsidiary of the Company, entered into a sale and
purchase agreement (the “Agreement”) to acquire the entire equity
interest in Perfect Shiny Technology Limited (“Perfect Shiny”) (the
“Acquisition”) from Mr. Cheng, a director and controlling
shareholder of the Company. Pursuant to the Agreement, the
consideration of the Acquisition was HK$323,000,000, of which
HK$20,000,000 was satisfied by the issuance of a promissory note
in favour of Mr. Cheng in the same amount; HK$10,000,000 was
settled by cash to Mr. Cheng upon completion of the Acquisition;
and the rest was satisfied by the allotment and issue by the
Company of 163,687,151 new shares (the “Consideration Shares”)
to the nominee of Mr. Cheng. Pursuant to the Agreement, Mr.
Cheng warranted and guaranteed to Rightone that the sum of the
audited consolidated profit attributable to the equity holders of
Perfect Shiny for the two financial years ending 31 December 2016
would be not less than HK$34,000,000 (“Profit Guarantee”). Mr.
Cheng agreed to pay to the Group the amount that corresponded
to the amount of any shortfall from HK$34,000,000 multiplied by
9.5613 (being the implied multiple derived from the valuation of
Perfect Shiny Group at HK$323,442,000 as at 31 December 2014
performed by an independent valuer divided by the guaranteed
profit in the amount of HK$34,000,000 under the Profit Guarantee).
The liability may be settled in cash, or, if agreed by the Group and
Mr. Cheng and subject to regulatory compliance, by the buy-back
by the Company of certain number of the Consideration Shares.
However, the maximum liability of Mr. Cheng in respect of the non-
fulfillment of the Profit Guarantee shall not exceed
HK$323,000,000.

el =Y ip P NI &

wa B RRME

WAtESHER I HER - ABERNMARE
FERETFIARALAFEA -

2016
ZE—RF
HK$’000
FHAT

26,481
21,238
(769)
117

47,067

K it(a) -

Rightone Resources Limited ([ Rightone |) (A2 7] 2
2EMBRAR) R =-_E—AF—A=-+=-HIZEER
g ((&mpEl)  WRBEE(RRARZESRIER
%5 e i B i BHE A IR A A (TE W ) 2 3B Ak 4 ([
BEBED- BREZBEZ RBEETEZREAR
323,000,000/ 7T * H F120,000,000/ T 15 18 A 25 56 £
BITRIEE 2 & H Z . X fF : 10,000,000 7T A Uk % =
BREKEARESIHFEEE  URGBTREHAR
Al [ 86 % & 2 1R A BR % & % 17163,687,1510% 37 A%
HIREROGNDIF - BEZHBE B EER
RightonelR B R ER REBEZE=FT— "+ = A
S+—BIEREAVREE  BHEXEEARELSS
AT EEE BN 1R 2 34,000,000% T
(TEFIRE]) -BELERBERAAEELI N EESRT
234,000,000/ JT 1) 2= 58 It bA9.513 (BN 4t 58 37 {7 (& A
EHzBEHERR -_E—NE+=-_A=+—RA2f4&
323,442,0007% 7T B A& AR & T 2 R & A B
34,000,000 T AT 15 2 B 21580 B KIE - ZEER A
Bet i AEEEE AR T EARETEER
EAHARABEETHRE 2REBRDRER - A
- BEERBFRBFABEXNZHZAEME T2
38323,000,000/% 7T °
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Note (a): (Continued)

The sum of the audited consolidated profit attributable to the
equity holders of Perfect Shiny for the two financial years ended
31 December 2016 according to its audited consolidated financial
statements was approximately HK$31,767,000. Since the shortfall
of the Profit Guarantee was approximately HK$2,233,000, a gain of
approximately HK$21,238,000, being the compensation payable by
Mr. Cheng, was recognised in the consolidated income statement
of the Group for the year ended 31 December 2016. Part of the
compensation receivable was settled against the outstanding
amount payable to Mr. Cheng under the promissory note of
HK$10,000,000. The remaining compensation receivable from Mr.
Cheng of approximately HK$11,238,000 was settled in cash on 22
March 2017.

Expenses included cost of sales, distribution and
selling expenses, general and administrative
expenses and research and development expenses
are analysed as follows:

Htit(a) : ()

HE-_Z-—R"F+-_A=+—BLREBKREE -
MiEEE A ARGEERGATIHSAREBHAEZ
4R A B 15 ¥R 2R 40 B31,767,00078 7T © B A s £ R &
ZERE#2,233,0008 T MERBE=-T—~F+=A
S+ BLEFERASEGAERFERBERLRZELD
21,238,0007% 7T (BN £B 5 4 &+ 2 Fi (8) 2B 9 F& W
EREANEABEESHELZERTZHE
10,000,000/ ST 8H o 84 T EURED S8 & 2 fERIEL
11,238,000 TR =T —+tF=A=-+=-HUEE %
fi o

TABEERAN  DEKHERX —R R
T KR EFAZERZAE R0
-

2016
—E—RF
HK$’000
FAET
Cost of inventories sold HEFEKAR 935,418
Processing and sub-contracting MIRINBER
expenses 72,518
Transportation expenses B &R 6,615
Provision for onerous contract B E BB
(Note 21(b)) (Hi:t21(b)) —
Provision for obsolete inventories  [R & 17 & # 45
(Note 17) (Btat17) 14,390
Auditor’s remuneration % RN B &
— Audit services — BT AR 1,680
— Non-audit services — AT RS 452
Employee benefit expenses (Note 9) & 8 48 7 B 5% (#1729) 34,356
Depreciation of property, plant and %1% - M= LR EHITE
equipment 2,173
Amortisation of intangible assets T & = 471
Operating lease rentals in respect of 2 F& S EH &
buildings 7,584
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Short-term employee benefits (Note) 2 i (& 8 18 A (47 7% )
Post-employment benefits & 8 iR K18 7
— defined contribution plans — EREMHREE

Total employee benefit expenses, & & 42 F| f s 4258 -
including directors’ remuneration PREESZHE

Note: Short-term employee benefits represent salary, wages,
bonus paid to employees, staff quarter expense and
insurance premium for staff insurance schemes.

No forfeited contributions for the Group is
available to reduce the contribution payment in
the future years. Contributions to schemes
vest immediately.

wa B RRME

2016
—E—RF
HK$’000
FABT

32,721

1,635

34,356

Kiat: RHEEEANEXNEENTHS TERE
A -BTIEEEMURETRBRAENRE

Z5

7R S B B 4 4508 W E 4R R DA IR
ARFEWER - Bt S HRL

A FB o
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The five individuals whose remuneration were
the highest in the Group for the year include
three directors (2016: three) whose
remuneration are reflected in the analysis
shown in Note 30. The emoluments payable to
the remaining two (2016: two) individuals
during the year are as follows:

Basic salaries, staff quarter
expenses, other allowances
and benefits in kind el

Discretionary bonus )15 TE 4L

Contribution to pension scheme &Kzt &I 4 7%

The number of highest paid non-director
individuals whose remunerations for the year
fell within the following bands:

Emolument bands: B < &3 & -
HK$nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000 1,000,001 jt &

1,500,0007% JT
HK$1,500,001 to HK$2,000,000 1,500,0017% jt &

2,000,000/ 7T

For the year ended 31 December 2017, no
remuneration (2016: Nil) was paid by the
Group to the directors or the five highest paid
individuals as an inducement to join or upon
joining the Group or as compensation for loss
of office, and no arrangement under which a
director or the five highest paid individuals
waived or agreed to waive any of the
remuneration.
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EXTE BIEEHM
X BERMREYR

£ 78 7L £1,000,0007 7T

FARAEEREERFMALTEIE
ZREE(ZT—AF:ZH)H
7 B B2 Bk 7 BT SES0FT B B9 0 AT =
F-FARMNBKRTMEBZ(ZZE —
FomB)ALTZHMESOT

2016
—E—RF
HK$’000
FBT

2,759
197
36

2,992

REEHMN TN THEEOEES
BEFMALTHAZMT :

2016
A

BE_ZT—tF+-_HA=+—HL
FE - AEBRAEFXLERS
A S SERF BN - (E S E A0
AREEERABEREE  TE
EFREEXREESHFMALTHE
FRABEREFMOLH( T —X
FE) -



Finance income
Interest income on pledged bank
deposits
Interest income on bank deposits

f A
A B A

Finance costs
Interest expense on:

&R

Bank borrowings RITEE
Factoring charges RIEE R
Finance costs, net WIEERSE

Hong Kong profits tax has been provided at the rate
of 16.5% (2016: 16.5%) on the estimated
assessable profit during the year arising in or
derived from Hong Kong. Taxes on profits
assessable elsewhere have been calculated at the
rates of tax prevailing in the countries/jurisdictions in
which the Group operates.

Current income tax:
Current income tax on profits for

EHREHR

the year
Adjustments in respect of HBTFENRAE
prior years

Total current income tax

EHEARITER

RITERHMBHA

EHMEHAER

GEMBERME

2016
—E—RF
HK$’000
FHTT

194
223

417

AT HEEBEFERX

(156)
(1,609)

(1,765)

(1,348)

BEBNER BN FRERBSELETR B
BB MG ER A B IZH £16.5% (=
T—NF 16.5% ) MFHIE s - HithE
ZERBAEORBREAEEREE
EERAAEERMNBITHRER;E -

2016
—EF—RF
HK$’000
FABT

FREMBZEMAEHR

Deferred income tax — Origination IEIEFTSH — E 4 M #EE

and reversal of temporary = R (K t22)
differences (Note 22)
Income tax expense Fiefi &R

2017 £ 3R
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The income tax on the Group’s (loss)/profit before REBERBRAEHA (BB, FHESN
income tax differs from the theoretical amount that FT 15 5 B (5 A 7K &= [ ) B A 3 A RO A5 26
would arise using the tax rate applicable to the EEXNERSEAEMEZE HEWOAT

Group as follows:

2016
AN
HK$’000
FAET
(Loss)/profit before income tax BRETSHL AT (B518) / FIH 97,530
Tax calculated at Hong Kong tax 12 & & 5% £16.5%:T & )
rate of 16.5% (2016: 16.5%) B(ZZE—RF :16.5%) 16,092
Tax effects of: NTEEARGE
— Different taxation rate in other — HE A E ER
jurisdictions VBRI (40)
— Income not subject to tax — BAZH KA (7,875)
— Expenses not deductible for tax — TAI{EHFLAENE R
puUrposes 375
— Utilisation of previously — E AR EERA
unrecognised tax losses I8 E 18 (2593)
— Tax losses for which no — WERRELEMEH
deferred income tax asset BEMHIBEEE
was recognised 940
Adjustment in respect of prior years ¥fif & & & #) 78 % (44)
Income tax expense Fiefi &R 9,195
Effective tax rate BRI X 9.4%
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Basic (loss)/earnings per share for the year is FRANBRER(BE) BRI THRARF]
calculated by dividing the (loss)/profit attributable to EaFE ARG (BB FERREANR
equity holders of the Company by the weighted BETTARNETLSHGAE -
average number of ordinary shares in issue during
the year.
2016
—E—RF
(Loss)/profit attributable to RAFIERFFE AEWG
equity holders of the Company (E518) /F8(F%T)
(HK$°000) 90,729
Weighted average number of EETERRKR 2 ME
ordinary shares in issue S5 8 (FAR)
(thousands) 1,483,687

Basic and diluted (loss)/earnings FIREAR N #5E (F58)

per share (HK cents per share) B (&5 EA) 6.12
For the purpose of determining the diluted (loss)/ HETEREE (BB BFmME AR
earnings per share amount, no adjustment has been AEERBE_ZE—+tFE=ZZT—F
made to the basic (loss)/earnings per share amount TZA=T—ALEFENEEMDEZTE
for the years ended 31 December 2017 and 2016 EEBELTER RUYERZEFTERIN
as the Group had no potentially dilutive ordinary BRELR(ER) /BAELHE -

shares in issue during these years.

2017 £ 3R
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The following is a list of subsidiaries at 31 RZE—+tF+_A=+—HKHKHRBAF
December 2017: HHmT
Proportion
of ordinary  Proportion
shares  of ordinary
Place of Particulars of directly held shares
incorporation/ Principal issued share by the held by
establishment and activities and capital/paid up Company  the Group
Name kind of legal entity place of operation capital (%) (%)
N Z:3 3
ERRRZ KEZ
ARAY/ RIBER BRTREG/ EERLA EER
£ ERERER TEEBREEHY BARAFE (%)  HAl(%)
Rightone BVI, limited liability Investment holding 10,000 ordinary 100% 100%
company shares at no par
value
Rightone EBRAESERLA RERR 10,000k EE &
LRk
Shinwa Technology BVI, limited liability Holding of patents 1 ordinary share at no - 100%
Limited company par value
MENRERAH RERZHEBERAT REEH REREELER
Sinosky Resources Limited — BVI, limited liability Investment holding 1 ordinary share at no - 100%
company par value
Sinosky Resources Limited EBREXHEHRA A 7B R RERBELBR
Dexing Investment Limited BV, limited liability Investment holding 1 ordinary share at no - 100%
company par value
Dexing Investment Limited EBRZEEHRA A 7B R 1RERELBR
Yuan Tai Investment Limited Samoa, limited liability Investment holding 100 ordinary shares of - 100%
company USD1 each
EekEERAA BEETERAR REAR 100R B REEIET
LRk
Perfect Display Limited Hong Kong, limited Trading of display panels 38,000,000 ordinary - 100%
liability company and related electronic shares
components in
Hong Kong
EXBTRARAT EBARAA RERFEBRERRAAE 38,000,000 & @Kk
T4
Perfect Sky Technology Hong Kong, limited Electronic product 1 ordinary share - 100%
Limited liability company application development
in Hong Kong
EXAMRERAA BRERAA REBETETED 1RERR
& A B 2
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Name

2R

Dexing Technology
Development Limited
BANKERERAA

Dexing Materials
Technology (Dongguan)
Company Limited
EBAMHAMR(RZ)ERAA

Yuan Mei Xin Technology

(Shenzhen) Company
Limited

Ex&MRR(RINBRAT

Yuan Tian Technology
(Shenzhen) Company
Limited

BB (RINER AT

Yuan Tai Electronics
Company Limited

pm

BRETR

9N

Place of
incorporation/
establishment and
kind of legal entity

MY/ Y bR
ERRBRER

Hong Kong, limited
liability company
BEARAA

The PRC, limited liability
company

FEERA

The PRC, limited liability
company

PEARAA

The PRC, limited liability

company

FEERA

Taiwan, limited liability
company

Principal
activities and
place of operation

ITERBRAEDE

Investment holding

REER

Not yet commenced
business

ARAREH

Wholesaling, import and

export of display panels

and related electronic
components and
provision of technical
support and related
services in the PRC

RPBERERTERRAEE
FHAMLE EQR
0 RRERM SRR

B R

Research and development,

provision of technical
support and related
services in the PRC

R A RERRISE R

RE R

Not yet commenced
business

ARAREH

Particulars of
issued share
capital/paid up
capital

BRTRH/
BEARARR

1 ordinary share

USD50,000

50,000% 7T

USD1,000,000

1,000,000% 7T

USD100,000

100,000% 70

500,000 ordinary

wa B RRME

Proportion
of ordinary
shares
directly held
by the
Company
(%)
N
ERRRZ
EERLA
(%)

shares of TWD10

each

500,0008 & ik A
A0TH L BR

Proportion
of ordinary
shares
held by
the Group
(%)
31|
KEZ
LER

E (%)

100%

100%

100%

100%

100%

2017 £ 3R
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Name

£
Perfect Shiny

]

Perfect Shiny Technology
(HK) Limited

Hirk s (ER)ERAA

Perfect Shiny Technology
(Shenzhen) Limited

Ei® 5 (R AR AF

Skyteam Resources Limited
Skyteam Resources Limited
Naruto Technology Limited

BRAMRAERAA

Place of Particulars of
incorporation/ Principal issued share
establishment and activities and capital/paid up
kind of legal entity place of operation capital
AMRL/ RIBHR BRITRG/
ERREER TEXBREERY BARARE
Samoa, limited liability Investment holding and 500,000 ordinary
company design and development shares of

of applied optics-related USD1 each
products in Hong Kong

BEZHERAA REBRREFERRAE 500000% FREE
ERXE2ER XL ERR
Hong Kong, limited liability ~ Design, development and 1 ordinary share
company sales of applied
optics-related products
in Hong Kong
EEERAA EERR RERHEERR 1REAK
KEER
The PRC, limited liability Sales, research and RMB1,000,000
company development of
optics-related products
in the PRC
mEARRA RPEHERAELSHEE AR¥1,000,0007
m
BV, limited liability company  Investment holding 1 ordinary share at
no par value
RERZHBERAT REAR REEELER

Hong Kong, limited liability ~ Not yet commenced business 10,000,000 ordinary
company shares
BBARAA REREH 10,000,000 & @ 1%

Annual Report 2017

Proportion
of ordinary
shares
directly held
by the
Company
(%)
N
ERRRZ
EERLA
(%)

Proportion
of ordinary
shares
held by
the Group
(%)
31|
KEZ
LER
E (%)
100%

100%

100%

100%

100%



At 1 January 2016
Cost
Accumulated depreciation

Net book amount

Year ended 31 December 2016
Opening net book amount
Currency translation differences
Additions

Disposal of subsidiaries (Note 27)
Depreciation charge

Closing net book amount

At 31 December 2016

Cost
Accumulated depreciation

Net book amount

Year ended 31 December 2017

Opening net book amount
Currency translation differences
Additions

Depreciation charge

Closing net book amount

At 31 December 2017

Cost
Accumulated depreciation

Net book amount

R-F-/"5-H-H
AR
it &

REFE

BE-Z-"%1+ZR
=Z+-BLFE

EREFE

NEHEEE

m

HEWB LR (A 227)

REX M

EREEFE

RZE-RF
+-F=+-H

B A

RiE

REFE

BE_Z—1+%T_A
=t+-HLEEE

FNRAFE

NEREZEE

S

mEXH

FEREAFE

R-_Z—+F+-R
=4=F

KA

ZiE

REFE

Leasehold
improvements

BERFRE

HK§'000
TATL

1,445
(1,142)

303

1,433
(1,285)

1,549
(1,399)

Moulds
and
machinery

BEARKE

HK$'000
TARL

2,318

(736)

1,682

1,582
(239)
957
(1,158)
(821)

537

537

537

537
65
1,353
(741)

1,214

1,987
179

1,214

Furniture
and office
equipment

RER
BAERE
HK$'000
TET

1,526

(1,067)

459

1,681
(1,296)

285

285

16
123
(210)

214

1,781
(1,567)

214

wa B RRME

Motor
vehicles Total
RE @t
HK$'000 HK$'000
THL THET
3,996 9,285
(1,556) (4,501)
2,440 4,784
2,440 4,784
21) (70)
692 1,810
= (1,158)
(888) 2,173)
2,223 3,193
4,639 8,190
(2,416) (4,997)
2,223 3,193
2,223 3,193
8 93
= 1,575
(805) (1,856)
1,426 3,005
4,688 10,005
(3,262) (7,000)
1,426 3,005
2017 F 3K
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Club
Goodwill Patents memberships Total
B =7 -t h

HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT

At 1 January 2016 RZE-"5-A—-H
Cost AR 6,519 3,597 3,122 13,238
Accumulated amortisation 2 E = (686) = (686)
Net book amount EEFE 6,519 2,911 3,122 12,552
Year ended 31 December 2016 HE_Z-~%1+=R

ZT-HLEE
Opening net book amount ENEEFE 6,519 2,911 3,122 12,552
Disposal of subsidiaries (Note 27) SR B DR (W zo7) (6,519) (2,440) = (8,959)
Amortisation charge BHBR - (471) - (471)
Closing net book amount EXERFE = = 3,122 3,122
At 31 December 2016 RZZE-RE+-A=1+—-H
Cost AR = = 3,122 3,122
Accumulated amortisation ZETEH = = = =
Net book amount EHFE = = 3,122 3,122
Year ended 31 December 2017 HE-_Z—t&+=A

=+-BLEFE
Opening net book amount ENEEFE = = 3,122 3,122
Amortisation charge BEER = - _ _
Closing net book amount EREHEFE = = 3,122 3,122
At 31 December 2017 RZE—t&+-A=1+—-A
Cost B 7R = = 3,122 3,122
Accumulated amortisation 25 & = = = =
Net book amount EHFE = = 3,122 3,122
Amortisation of approximately HK$471,000 for the BEZT— R+ A=1T—HLLFEH#
year ended 31 December 2016 was included in $HE R 49471,000/8 LT A T # 38 & FA 2
“Research and development expenses”. IR
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At 1 January

Additions

Disposal of subsidiaries (Note 27)
Net gains transferred to equity

At 31 December

Available-for-sale financial
following:

Unlisted equity investments
denominated in USD (Note (a))

Unlisted equity investments
denominated in TWD (Note (b))

assets

R—R—H
¥ hn
& KT B X B (4 7227)

BEREERan ks FE

R+-_A=+—H

include the

mETEHEIE L AR

RE (K it(a)
B AR EF LT RE
BRE&E (K iEb)

AHHES

wa B RRME

2016
—F—RF
HK$’000
FABT

32,285

(1,184)
570

31,671

MEEBRTIISE:

2016
—E—RF
HK$°000
FHE T

31,671

31,671

2017 £ 3R
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Notes:

The balance comprised the holding of certain preferred
(“Mobvoi”), a private company
principally engaged in the business of developing and
providing voice search systems on mobile, smart wearable
and other devices. There have been no addition to or

shares in Mobvoi Inc.

disposal of such private equity investment since the Group
acquired it in January 2015. The most recent issue by
Mobvoi of new preferred shares to a new investor took
place in late March 2017 and the Group’s shareholding in
Mobvoi was diluted to approximately 1.53% (on a fully
diluted basis and as converted basis). The financial results
of Mobvoi are not included in and have no impact on the
Group’s consolidated income statement. The change in fair
value of the Group’s investment in Mobvoi is recognised in
other comprehensive income of the Group. No dividend has
been received by the Group from Mobvoi since the Group
made its investment. The fair value of this unlisted equity
investment was assessed based on comparable transaction
method and equity value allocation with option-pricing
method performed by an independent valuer. The fair value
is within level 3 of the fair value hierarchy (Note 3.3).

In May 2017, the Group subscribed for certain ordinary
shares issued by a private company principally engaged in
the research and development, manufacturing and sale of
separator which is a key component in lithium battery at
approximately HK$2,606,000,
approximately 3.33% shareholding of such company.

representing an

The fair value of the unlisted equity investment was assessed
based on discounted cash flow method performed by an
independent valuer. The fair value is within level 3 of the
fair value hierarchy (Note 3.3).

Annual Report 2017

Bt

A B 4 #2 2 3EMobvoi  Inc. ([ Mobvoi ) % T &
Je B H A% 4 - Mobvoi B £ B E 3 R F
B EEMBAREREOREZEERRR
BEBHNAARAR - BER=ZZT—RF— AXE
BENEEELERERER  NEBEMEELM
S EBBILEREIRE - Mobvoif i #im —
EHREERTHBERNR=_ZT—+tF=A
K 1T 0 2N 5= B R Mobvoith i% # # 58 = 4
1.58% (IR 2 E#8 kB EiRE %) - Mobvoi#)
MEEBENEFTAAEBLRERER  WHHE
AT E - AEBPMobvoif IR E A A B
BEHRASEEBEE K NER - BARE
AR E AR - AR5 E 3 & fEMobvoi i 2
EARE - I LETREREN AR BE T
BEBIGEMALBRRZERAEEER
NEHRIEBESEETESL - AAEBER
R BERBREIEN (KF3.3) -

REZZ—+tFH A AEERE—BLARE
BMETEBAR ZFARAEZREH
B ORERHEERBER(BES O EES
) £ BB H A2,606,0007 T ¢ 15 B B QR
fi% 1 493.33% °

S LTRERENA A BEREB LG
BEEETRIRR SR ATGE - AR EBER
AAhEBEERB MR FEIE (H5:E3.3)



Work in progress R

Finished goods 5E X, dh

Less: Provision for obsolete B REFERE
inventories

The cost of inventories recognised as expense and
included in “cost of sales” amounted to
HK$360,744,000 (2016: HK$935,418,000) for the
year (Note 8).

The Group charged to the consolidated income
statement an amount of HK$37,609,000 (2016:
HK$14,390,000) in respect of the net amount of the
provision for obsolete inventories, loss on obsolete
inventories and write-down of inventories to their net
realisable value for the year. These amounts have
been included in “cost of sales” in the consolidated
income statement.

Trade receivables (Note (a)) e W BR X (K72 (a))
Bills receivables (Note (a)) FEWE & (K757 (a))
Receivable from Mr. Cheng JE U BB 5T A R IE
(Note 28(c)(ii)) (H7 2£28(c)(i) )
Prepayments, deposits and other  FERN T - 2 & K
receivables H {th f& W 3k

GEMBERME

2016
—E—RF
HK$’000
FABT

66,764
124,209

(28,450)
167,523

AEEBRRBBAI LT ATEEKAN AT
& K 7R £A360,744,00058 7T (Z & — /N F ¢
935,418,000/ 7T ) (Fff 5£8) °

AEERFRNEEREFTERBEFE KR
EFEBEERMBRGTEEENEIEEM
HIBR 4R & W & = B & %8 537,609,000/ 7T
(=ZZF — 75 : 14,390,000/ 7T) ° It & &K
HEFF ARG REEXRAMEEKAR]IE
T o

2016
—E—RF
HK$’000
FE T

47,696
32,956

80,652
11,238

5,895

97,785

2017 & 167
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Notes: Bt -

(a) The Group generally grants credit periods of 30 to 120 days. (a) AEE R HB30E120K M E B H - IR IE 3%
The ageing analysis of trade and bills receivables based on ZHHFENERERRERENRE D TN
invoice date is as follows: -

2016

—E-RF

HK$’000

FHET

0-30 days 0-30k 41,777
31-60 days 31-60K 29,091
61-90 days 61-90K 7,138
91-180 days 91-180K 2,646
80,652

(b) As at 31 December 2017, the Group’s trade receivables of (o) RZE—+tF+-A=+—HB XEBECHH
HK$990,000 (2016: HK$3,957,000) were past due but not 1B 2R3 (8 /Y & U BR 5% A990,000/%8 7T (ZF — X
impaired. These trade receivables relate to a number of £ 3,957,000 70) - ZEEWBERE S Z &
independent customers for whom there is no significant EAVBASENBLEE AR BEBEL
financial difficulty and based on past experience, the o ZE@AxEakE e
overdue amounts can be recovered.

The ageing analysis of trade receivables that were past due EREERBENEEERORERS AT
but not impaired is as follows:
2016
T —RF
HK$’000
FET
Amounts past due 8 HA 5RE
1-30 days 1-30K% 906
31-60 days 31-60K 1,862
61-90 days 61-90K 700
91-120 days 91-120K 489
3,957
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Notes: (Continued)

()

Total bank deposits, bank balances #8717 3
and cash

Less: Restricted bank deposits

included in current assets

(Note)

Cash and cash equivalents

Note:

The carrying amounts of the Group’s trade and other

receivables are denominated in the following currencies:

HK$
usb
RMB

BT
e
AR¥
e

The fair values of trade and other receivables approximate

their carrying amounts.

b A

(K &)

During the year, the Group’s banking facilities, including
borrowings, trade finance and other general banking
facilities were secured by:

(i)

(i)

(ii)

bank deposits of HK$20,948,000 as at 31 December
2017 (2016: HK$24,702,000);
corporate guarantees provided by the Company; and

cross guarantees among subsidiaries of the
Company.

In addition to the above, the Group has agreed to comply
with certain loan covenants imposed by the banks.

RITHEHR N

B EFARBEEM
IR BIRITHERK

AeRkBEEED

wa B RRME

Brat - (%)

(c) 7 85 [ FE AR R B EL i FE R 2 BR T B 3R DA
TE®EE :

2016

T —RF

HK$’000

FAT

12,342

82,978

2,378
87

97,785

(d) JE M B R R EL At R 2 A A (BE R E R
BERE -

2016
—E—RF
HK$’'000
FET

198,828

(24,702)
174,126

Bt R AERERTBREREER BEZ8E
REM—RRTEE)BIATZRER :

0] RZTE—t&E+=ZA=+—HRTHF
3£20,948,000% (= T — X F:
24,702,000/ 7T )

(if) AAmAREZz RRIER: &

(iif) AR R E 22 R XRE

B EXALES - AREEREATRTNE
FRRREE -

2017 £ 3R
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Cash and short-term deposits of HK$3,170,000 5 & &5 Hi1F 33,170,000/ 7T (=& — 7~
(2016: HK$5,656,000) are held in the PRC and are % : 5,656,000 ) T EF B - X8
subject to local exchange control regulations. These B INE B I AT AR B o b 35 SNE B I BR 1 A
local exchange control regulations provide for & IE B R (F B % AR BIBR SN ©

restrictions on exporting capital from the country,
other than through normal dividends.

The carrying amounts of the Group’s total bank REERTHENR BROTEHRERE 2E®
deposits, bank balances and cash are denominated BLATSEEETE :
in the following currencies:

2016
—ZE—RF
HK$’000
FAT

HK$ A IT 55,135
UsD ETT 137,819
RMB AR 4,847
TWD ek 1,027

198,828
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31 December 2017 and
31 December 2016
—®-tF5+t-A=t+-AR
—E-X¥+=ZA=+—H

Authorised:
Ordinary shares of HK$0.01 each

Issued and fully paid:

At 1 January 2016, 31 December
2016, 1 January 2017 and 31
December 2017

Number of
shares Amount
i gE| K-}
(thousands) HK$’000
(F A=) FAT
EE
1 E B 0.0 T 5,000,000 50,000
Ordinary
Number of shares of
shares HK$0.01 each
i - gE| BREBER
0.017& T
HK$’000
FHET
EERTRAR:
RZE—XR"F—H—H"
ZE-R"F+=A
=t+t—H -Z2—tF
—A—BRZZE—tF
+=—A=+—H 1,483,687,151 14,837

There were no movements in the Company’s share
capital during the year (2016: Nil).

FR ARBABRABEEFAESH(=F

—REFEE) -

2017 £ 3R
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Trade payables (Note (a))
Bills payables (Note (a))

PSRRI (B it (@)
e RE& (B it(a))

Deposits received from customers WHEIEF R4

Accruals and other payables

J& 5t 7R IR K A e A R

Provision for onerous contract B & B
(Note (b)) (Kt ®))

Notes:

(@) The ageing analysis of trade and bills payables based on

invoice date is as follows:

0-30 days 0-30K
31-60 days 31-60K
61-90 days 61-90K
91-180 days 91-180K

The carrying amounts of trade and other payables
approximate their fair values.

As at 31 December 2017, the Group recognised a provision
of HK$10,530,000 (2016: Nil) for onerous contract in
relation to certain non-cancellable purchase orders for
inventories.

Annual Report 2017

Mt

(@)

2016
—E—RF
HK$’000
FBT

85,5653
33,415

118,968
22,089
8,314

149,371

BREZFZANAENENERIRENRED
FRie DM

2016
—E-REF
HK$°000
F# T

98,283
17,416
3,269

118,968

MR R EMEN R REERERL QA
BERE -

8

R-BE—+t&+_A=+—H XEBRET
THFHEFERBIENBSEEANER
{%10,530,000/ 70 (=T — /N 4F : &) ©



GEMBERME

The analysis of deferred income tax liabilities is as BRLEFMEHBERN AT :
follows:
2016
AN
HK$’000
FAT
Deferred income tax liabilities: BLEMEHAR
— to be settled after more than — #0121 A & A
12 months (69)
— to be settled within 12 months  — ¥ 128 A A X (68)
(1387)
The movements in deferred income tax liabilities in R FERRINRIBITE S @RLEMG
respect of accelerated tax depreciation during the HaESFHwT :
year are as follows:
2016
—E—RF
HK$’000
FAT
Beginning of the year F4 (644)
Disposal of subsidiaries (Note 27) &M B R R (#f:227) 415
Credited to consolidated income FTAGRE W E R (A1)
statement (Note 71) 92
End of the year FR (137)
Deferred income tax assets are recognised for tax BEEFTS T A E T) LT I8 B 18 4 o M i
loss carry-forwards to the extent that the realisation R MERR 5O A8 8 A5 TR ) 25 AT A R 2R FE AR A
of the related tax benefit through future taxable FEZEBEAEE RZTE—+tF+=H
profits is probable. As at 31 December 2017, the =+—H AEEVERERECHRBEE
Group did not recognise deferred tax assets of 16,705,000/ 7t (= & — /< £ : 250,000/
HK$16,705,000 (2016: HK$250,000) in respect of tax ) S RETHEMERARNRIEERE
losses of certain PRC subsidiaries of HK$1,421,000 1,421,000/ 7t (= & — /X & : 562,000/
(2016: HK$562,000), which will be expired in five TL)(BRAFERR) U E—HHBK
years, and tax loss of a Hong Kong subsidiary of B 2~ 7 &9 7 18 & $899,091,0008 T (= &
HK$99,091,000 (2016: HK$665,000) which will not — 7N %F : 665,000/ 7T) (1R 1% B Al HOE T
expire under current tax legislation. gRA) °
2017 & 3§
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The Board does not declare any dividends for the
year ended 31 December 2017.

Final dividend of HK1.0 cent per ordinary share,

approximately HK$14,837,000 for the year ended 31
December 2016 was paid in June 2017.

(Loss)/profit before income tax

Adjustments for: FRIAT B IEFAE
— Gain on disposal of subsidiaries — HEWNEB AT
(Note 27) (K7 §f27)
— Gain on Profit Guarantee — B ARE
(Note 7)

— Depreciation of property, plant

and equipment (Note 14) (Kt 14)
— Provision for obsolete inventories — & E 17 & &
— Provision for onerous contract — — BB A X B
— Amortisation of intangible assets — & &= # 14
(Note 15) (H1#£15)
— Finance income — BB A
— Finance costs — B%EHA
Operating (loss)/profit before BEESEHAILE

changes in working capital
Changes in working capital
— Inventories
— Trade and other receivables
— Trade and other payables

BEALE

~ H

Cash (used in)/generated from
operations

During the year ended 31 December 2016, the
promissory note payable to Mr. Cheng of
HK$10,000,000 was offset against the gain on Profit
Guarantee (Note 28(c)(i)).

Annual Report 2017

(}Eﬁ@)/f‘ Ve

EXEQUETSRBEE _T—
=t BLEFENEMRE
R-E—LFRNRAKRME

+-A=+—BHIEEERBREE
(#914,837,000/% 7T) °

A%1.078 1l

BRATIS AT (B 1R) /7

& (H7at7)

- ME BEERRBTE

— B RR R R E At FE MR
— JRE A B R R L A A R

e (R /EEXENRE

HE—

—RNE+ZA=

tF+=A4
2T —RF

FRER

2016
—ZE—RF
HK$’000
FAET

97,630

(26,481)
(21,238)

2,173
14,390

471
(417)
1,765

68,193

(106,554)
115,793
(14,165)

63,267

T—HIEF

i
= Féﬁ%ﬁﬁiz&mﬂﬁo 000,000
BETE

15 855 M £R 78 Y g1 (M 5E28(c)(i) ) °



The Group acts as lessee under operating leases.
The Group had future minimum lease payments
under non-cancellable operating leases of buildings
as follows:

No later than 1 year 1F R
Later than 1 year and no later 1618 R6F K
than 5 years

These leases typically run for an initial period of one
to four years.

As at 31 December 2017, the Group has no
material contingent liabilities (2016: Nil).

wa B RRME

AEBAKEHENAET - REEFH
TARHEEZHEE  NEBRNREZ &K
KHESHINDOT :

2016
—E—RF
HK$’000
FAET
6,036

1,962

7,998

ZEHENMRER —RE—ZEHEF-

R-_E—+tFE+-_A=+—H AEEW
EEAFRBB(CZE—NF: #)-

2017 £ 3R
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On 22 December 2016, Perfect Shiny, a subsidiary
of the Group, completed the disposal of its entire
equity interest in Morning Beauty Developments
Limited (the “Disposal”), a wholly owned subsidiary
of the Company, to an independent third party, for
a cash consideration of HK$48,000,000. The
principal business activity of Morning Beauty
Developments Limited is investment holding and it
directly owned approximately 50.14% of the equity
interest in Shinyoptics Corporation as of the date of
the Disposal.

RZEBE—RF+_A=+=-H AEEB
B B A &) [E] 14 bA48,000,000/%8 T 2 38 & X
BEERELEMBEAECREZRAERA A
(KRR ZE2EMBAR) 2EEBITRMD
BEF—Z2BIE=H(THEFTHE]) - -2
EBRRERARAZEEERETHANERE
BEERAEEEEAREEEE RN LE
% 5 B R A 8] #950.14% A% #E -

HK$’000
FAT
Net assets disposed of: EHEEEFE:
Property, plant and equipment Wz WE k& 1,158
Intangible assets EmEEAE 8,959
Available-for-sale financial assets AfHESREE 1,184
Inventories FE 1,752
Trade and other receivables JrE W BR 3R Fo H A JRE WK 755
Fixed deposits with original maturity date REBEBB=MA
more than three months FEHEFER 13,577
Cash and cash equivalents HEeMREEEY 6,223
Trade and other payables JE 15 BR 3% B2 E b JE A5 3R (893)
Deferred income tax liabilities BEEMEHEE (415)
Non-controlling interests FE 15 I A (12,854)
19,446
Revaluation reserve EHEREE 59
Exchange reserve bE H 2,018
21,519
Gain on disposal of subsidiaries (Note 7) &S W B AR WS (4 77) 26,481
48,000
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An analysis of the net cash inflow in respect of the
disposal of subsidiaries is as follows:

wa B RRME

HEMBARMNBESRAFEINET

HK$’000

FAT

Cash consideration HeNE 48,000

Cash and cash equivalents disposed of EHERSRBASEEYD (6,223)
Net cash inflow in respect of disposal of HEMRBARMNBESRAFRE

subsidiaries 41,777

Parties are considered to be related if one party has
the ability, directly or indirectly, to control the other
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control or common significant
influence.

Save as disclosed elsewhere in these financial
statements, the Group had the following
transactions with related parties during the year.

(@)  The directors of the Company are of the view
that the following company that had
transaction with the Group is a related party:

Name Relationship with the Group
Earn Master A related company wholly

Limited owned by the spouse of
Mr. Cheng

fW— A A EEKEEEG S —HF A E 5
—HEHB B R EERREEEATE
RIS W R AEER - €5 < H R
S HERBEATEENBBEAES -

FRIEEM B MR EMB O HEEIN - ZJS‘EE

BRAFEREATEBETET IR

@ ARAEERR UTLQAARER
SEETXZNEED

28 HAEEWER
Earn Master BEl S AR AL 2
Limited EHEENEE A
=
2017 4 3§
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2016
—E—REF
HK$’000
FAT
Rental expense paid to Earn ¥ {JEarn Master Limited
Master Limited EokiEhcrla a 544
In the opinion of the directors, the transaction EERR ZERHGDNRELTHBE
was determined at mutually agreed price and E’JFV&“ REF °
term.
2016
—E—RF
HK$’000
FAT
Promissory note payable to Mr. [& 1t Zf 5 &=
Cheng A RR 10,000
Offset against the compensation & i FI {7 25 £ £
receivable arising from the 2 JE W B R IR
Profit Guarantee (10,000)
Pursuant to the Agreement, a BiEZ M= WEBEERE S
promissory note in favour of Mr. Cheng A 2 4 %8 /520,000,000 JT 2
in the amount of HK$20,000,000 was AHEBRERWEBERIRE
issued as part of the consideration of the —H o B EET(HiE7@)) °
Acquisition (Note 7(a)). The promissory ZEREBRRELER - 2EK
note was unsecured, interest-free and HARRHRZE—R"EMA=T
repayable in two equal portions in the Ak=ZZ—+tFMA=+HIK
amount of HK$10,000,000 each on 30 Y 28 %5 58 507 10,000,0007% 7T
April 2016 and 30 April 2017, EiE -
respectively.
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As at 31 December 2016, the remaining
promissory note was offset against the
compensation receivable arising from the
Profit Guarantee. Further details of the
Profit Guarantee are set out in Note 7(a)
to the consolidated financial statements.

The amount represented the outstanding
balance of the Profit Guarantee
compensation due from Mr. Cheng, a
director and controlling shareholder of
the Company (Note 7(a)). Such balance
was fully settled on 22 March 2017.

Key management includes directors and senior
management. The compensation paid or
payable to key management for employee
services is shown below:

Short-term employee benefits HHEERA
Post-employment benefits & 8 iR K48 7
— defined contribution plans — EEHREE

GEMBERME

R=F—RET=A=+—
A - 8T ACLR I i PR
E 2 M R
EFIRE 23 — & H IR
a0 B RN @ -

ZRERRERARRZES
Ko 122 P& A% 3R B0 5 A 2o F R 78
HWEZRMTEE(HE7@)) °
EBESN _ZE—+E=A
—+—HEBHLE

TEEEAEBEREERAAER
cHEEMRBECNLENTIE
EEASNHHMAOT

2016
—E—RF
HK$°000
FAB T
9,164

54

9,218
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871 75 R MY &

Notg
B 7

Assets BE
Non-current assets IEMBEE

Investments in subsidiaries %1 if & 2 B #9418 &

Intangible assets mEE
Current assets mENE

Other receivables E i f

Amounts due from & Uk

subsidiaries

Cash and cash equivalents HE& RIREEEY
Total assets BEMEE
Equity and liabilities B
Equity attributable to equity 782 &)

holder of the Company b #E

Share capital [EEN

Reserves k] (o)
Total equity 7 L FE
Liabilities =R
Current liabilities mEEE

Other payables H e 5 5k
Total liabilities BEHBE

Total equity and liabilites  #zm Kk B E4A%E

The statement
Company was

of financial position of the
approved by the Board of

Directors on 22 March 2018 and was signed

on its behalf.

Cheng Wai Tak Tse Ka Wing
B E EIESS
Director Director
EE =

Annual Report 2017

As at 31 December
Rt+=-—A=+—H

—E—RF

2016

HK$'000
TAET

525,657
3,122

528,779

158

113,159
5,229

118,546

647,325

14,837
631,392

646,229
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Share  Contributed Retained

premium surplus earnings Total
R E AR BEWE gt

HK$'000 HK$'000 HK$'000 HK$'000
ThR TR THER ThR

(Note)
(Hiit)
At 1 January 2016 RZE—R"E—A—H 465,738 136,082 15,570 617,390
Profit for the year FEREFE = = 21,420 21,420
Dividends paid relating to 2015 “E-REZERRE = = (7,418) (7,418)
At 31 December 2016 and RZZE-RE+ZA
1 January 2017 =t-HBk
“Z—+%—H—H 465,738 136,082 29,572 631,392
Loss for the year FEBR = = (320) (320)
Dividends paid relating to 2016 INZE-—REZRE = = (14,837) (14,837)
At 31 December 2017 RZZ—t+&+_A
=t+-H 465,738 136,082 14,415 616,235
Note: Contributed surplus of the Company represents the Kiat: RRRZBARBRRARAEEIT
difference between the excess of the nominal value A& EE SRR AN A R LT
of the Company’s shares issued and the aggregate 2EAMBBZHBARIZEERE
net asset value of the subsidiaries acquired pursuant etz B =R -

to a reorganisation for the listing of the Company.
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BESRTRBH ZFMMAT

The remuneration of every director and the
chief executive is set out below:

Employer’s
contribution
Salaries, to a
allowances retirement
and benefits  Discretionary benefit
Fees in kind bonuses scheme Total
EEHEHK
¢ BER BAE

fie  EUEN BERL B s
HK§'000 ~ HK§'000  HK§'000  HKS'000  HK$'000
TAL TAL TAL TAL TAL

For the year ended 31 December EHZ-ZF—+4%+-F

2017 =+-RLFE
Executive directors: HITEE -

Mr. Cheng Wai Tak (‘Mr. Cheng’) BB 75L& (&£ 4])

(Chief Executive) (17 B#%) = 5,196 18 5214
Mr. Liu Ka Wing BRELE = 636 18 654
Mr. Tse Ka Wing BREEE = 1,440 18 1,458
Indiepencient non-executive BUHHTEE:

directors:

Mr. Wong Yik Chung John BEREL 120 = = 120
Mr. Wong Chi Chiu ERRTA 120 - - 120
Mr. Li Shui Yan THBLE 120 = = 120

360 7,272 54 7,686
For the year ended 31 December HZE-Z—AE+_F

2016 =+-HIEE
Executive directors: HITEE -

Mr. Cheng Wai Tak (Chief BEEEE(TREH)

Executive) - 5,159 1,050 18 6,227
Mr. Liu Ka Wing PERRE = 636 159 18 813
Mr. Tse Ka Wing HRERE = 1,440 360 18 1,818
Indiepencient non-executive BUHHTEE:

directors:

Mr. Wong Yik Chung John BERLE 120 = = = 120
Mr. Wong Chi Chiu BEBLE 120 = = = 120
Mr. Li Shui Yan FRBRE 120 = = = 120

360 7,235 1,569 54 9,218

MEBEEERFAREXRABEREML
S (ZF—RF:8)-

No directors waived or agreed to waive any
emoluments during the year (2016: Nil).
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None of the directors of the Company
received or will receive any retirement benefits
or termination benefits for the year ended 31
December 2017 (2016: Nil).

During the year ended 31 December 2017,
the Company does not pay consideration to
third parties for making available directors’
service (2016: Nil).

As at 31 December 2017, there are no loans,
quasi-loans and other dealing arrangements in
favour of directors, controlled bodies
corporate by and controlled entities with such
directors (2016: Nil).

Save for disclosed elsewhere in these financial
statements, no significant transactions,
arrangements and contracts in relation to the
Group’s business to which the Company was
a party and in which a director of the
Company had a material interest, whether
directly or indirectly, subsisted at the end of
the year or at any time during the year.

GEMBERME

REE-"Z—t+tE+_-_A=+—8
IFEE BEAQTEE WG
U BR AT ] 38 4K 48 A1 3 4R L (B (R 43 F
T REFEE\E)o

REBEE-_FT—+tHF+_-_A=+—8H
LHFEE AR ERIRHEER
BXNREBEFE=A(ZF—XRF:
&)

R-ZE—+F+-_A=+—8H " #
EHAIRESE XESEHZ2EE
REZEEENHEBEBAXYEA
ZER  EBERREMRZRHE (=
T—RNFE) e

RERKFREEMERE  BZEH
BHRXEMMFAREEIN  BE
BRAEBRBZ2EARS  ©H
RAEKAERRR/—BETH A RA
NAEERBEA#ER (THEEX
R#E) o

2017 £ 3R
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AEBERBELEAMBRFENREREE A

A summary of the results and of the assets, liabilities and £
EARFERE=HE B RLEEZ

non-controlling interests of the Group for the last five

financial years, as extracted from the published audited

financial statements, is set out below.

MBHRER)INEMAT -

For the year ended 31 December

BEt-A=+—-HLEE

2016 2015 2014 2013
ZE-RFE ZE-hHF ZT—@OmFE ZT—=%F
HK$'000 HK$'000 HK$’'000 HK$’000
FTAT FTAET THET TET
Results E4+
Revenue WA 1,149,998 1,274,174 1,299,495 1,669,556
(Loss)/profit for the year & (1),
attributable to: 8
BER
Equity holders of KARERR
the Company BA 90,729 27,732 26,148 71,099
Non-controlling interests ~ JF 12 I # 25 (2,394) (2,290) (975) -
88,335 25,442 25,173 71,099
As at 31 December
R+=—A=+—8H
2016 2015 2014 2013
—T-RF —T-HF —T-NF —T—=
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAT FAT TAT
Assets, liabilities and EE -BEBR
non-controlling FERER
interests
Total assets AEHR 502,122 496,002 423,296 387,252
Total liabilities BEER (152,163) (216,273) (166,159) (244,651)
Non-controlling interests ~ FE¥E AR #E %% - (15,248) (18,326) -
349,959 264,481 238,811 142,601
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