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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.

ERWmE

AABURRESFERNEMRIEZEAXLESR
BARTARADEEMBAR(REE]DE
E_T—+tE+R=+-—BLEFE(XHF
BEDHEFEE-

RAFE FEFEMBLEEHRM -R_2F
—+tF - PR F A E S3E491,100,000
BE R AU B 1T 2 BIEE1,05458 0 A RIIEFE T
#12.3% K271% - REBRNBEN T —+F
FPHE o NEEARE BRI A L A371,500,000
BIL R ZT—NF R 68% o AEBEEB A
FEAREGZRBEAELOERABEY
98,300,000/ L(= & — X F 1 # H &
90,700,000/ 7t * NEE T — NEFEMIELE MK
IH B - HEHEB AR AW 4£926,500,00008 7T & i
FMR B U 25 4921,200,000/8 7T * —Z— NFHF|
38 49 A43,000,0005 7T) ©

AEBEHHNOTEHRF - FTREABRE
REGER B BRNBROT  EMSELEAR
BENEREZ E-FTHEPEERTEHR
fii - PEIBABRTEREEREENTSNER
e WREKEERASETIERHELEDE
fn B BUREAREH o WO ARRIAMEAREH
HP-—REIEHEBEMEATEFHRRER

RERHWRA -

BEEIS: OB RERN —T—LFmEtt - 15
HEGR16 SRR B TRERNFZRZFE D
BASERAFENRRERBAEE - E5
16 O THR T mAEHENKEBHRET
Bk WA KIE T ol EEAEETRERTET
Bt S8 E U EE TS A ERE
BYRAEERAFEHFIERNERE -

2017 £ 3R



IE®RE

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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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
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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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BRE AEEEZFHEHILROEEE
R - AKBERBR N BAZEREHEBES
BETE B 1% -

AEENEPETERTEMTFT-LCOEERE
B-AKEEZSEFPHAREEBHEE L
A BEITFT-LCDME AR 17 3 B R AT o

RZEBE—+F+-_A=+—HB KEBETES
AKRBEBE(ZZE—RF &)

RZTE—tF+-_A=+—H A£EEEZE
A TR 1T K 3 E 4R 17 17 5K 920,948,000 7T
(ZF— X% : 24,702,000/ 7T) A EVS#% F A &=
ERRITRmE -

AEENEBR EERBBEHETENE
TR ARBEHEEEE - BAl A%H
WEIINEHHER - R ELSHBEERE
HEINERR YR ERERZEHITERN
SIS L Bz o

RZE—+F+_A=+—H XEETHEE
MEREAAE(ZT—RNF HE)-

EEg T TEEREBEE_T—ttF+-A=1—
HIEFEEREMBRE -

2017 £ 3R

21



22

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
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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.

>
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ij
Tif
—I-kml-l-
Off

RARBHEESKENDEER  EERRE
HEREFZE - BEKIBZ - BT XATEEIN -
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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.

Annual Report 2017

BEAFHAHL EFEH_2RWTESEK
—RBURTEFAN RAFERBENR
FHAH EFSWHEKDT

HITEE
B EEEE(ETERITHAAR)
BxfitE
WRETLE

BUHHTEE:
FEERLE
=EEBEE
5 B L

EREZNARFASAEEENEEFBTER
RERFO2ECAAN - EARB R EF
EXRBCEMBELAME XK REHHM
EAKHERRR -

EZQZRERHFTARBAREMBRRZE
BT FIZBERREBERE  EES
RERBzRENBECEES -HEITHAH

ZEET EEERAEUNTHESSHAIZR
B NG RERRARBZEFERNEETSR

EAEREFECRAEBWLHRIT -

BEAEEAFRTAEIECI N EERE
GAMEFELBRERETHEN -



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.
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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 independe