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CHARACTERISTICS OF GEM (“*GEM”) OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE”)

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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Chairman’s Statement

On behalf of the Board of Directors (the “Board”), |
present the annual results of Perfect Optronics Limited
(the “Company”) and its subsidiaries (collectively, the
“Group”) for the year ended 31 December 2022 (the
“Year”) to all of its shareholders.

REVIEW OF OPERATIONAL RESULTS

In 2022, display panels market was more volatile due to
the global economy downturn, high inflation, reduced
consumer demand and inventories pile-up. Market prices
of display panels were generally falling during the Year.
The Group’s display products business was thus
adversely affected, resulting in a significant decrease in
the Group’s revenue during the Year as compared to
2021. Nevertheless, the Group actively adopted a
diversified business strategy, in which the sales of health-
related products contributed a strong revenue growth to
the Group, leading to a turnaround in the results from loss
to profit making for the Year. Despite the Group recorded
a decrease of revenue from approximately HK$528.4
million in 2021 to approximately HK$301.3 million in
2022, which represented a 43% decrease, the Group still
record a consolidated profit attributable to equity holders
of the Company of approximately HK$4.0 million as
compared to a consolidated loss attributable to equity
holders of the Company of approximately HK$43.9 million
in 2021.

During the Year, medium-to-large sized display products,
including display panels and modules for computer
notebooks, monitors and televisions, continued to be the
key revenue driver of the Group but the sales amount
dropped significantly during the Year as compared to
2021. Sales of the Group’s thin film transistor liquid
crystal display (“TFT-LCD”) panels and modules amounted
to approximately HK$155.9 million during the Year, which
reduced by 64% as compared with 2021. Sales of
polarisers amounted to approximately HK$36.6 million,
representing a decrease of 19% as compared with 2021.
Apart from that, sales of integrated circuits and optics
products also remained weak during the Year and
recorded a significant decline as compared with 2021.

Although the Group recorded a drop in the revenue from
the aforementioned major products, thanks to the
increase in contribution from Taiwan market, the Group’s
sales of electronic signage products amounted to
approximately HK$16.4 million during the Year, which
showed a 7% increase as compared with 2021.
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Chairman’s Statement
FERE

Besides, the fifth wave of COVID-19 pandemic occurred
in Hong Kong at the beginning of the Year boosted the
demand for the Group’s health-related products. In
addition to the well-recognised “K-clean” brand personal
hygiene and disinfectant products which were introduced
by the Group to the Hong Kong market since 2020,
benefited from the Group’s flexible business strategy and
strong business network, the Group also swiftly
introduced rapid antigen test kits for COVID-19 during the
Year to cope with the strong market demand. Sales of the
Group’s health-related products increased significantly
from approximately HK$19.2 million in 2021 to
approximately HK$87.9 million during the Year and
became the Group’s another key revenue driver. Health-
related products alleviated the adverse effect brought by
the significant decrease in revenue from the Group’s other
major products and was the major factor for the Group’s
results turnaround during the Year.

As for the Group’s investment in preferred shares of
Mobvoi Inc. (“Mobvoi”), which was classified as financial
asset at fair value through profit or loss. Mobvoi and
certain of its subsidiaries entered into a series of
transactions with affiliates of Volkswagen AG (collectively,
“WVW Group”), inter alia, the repurchase of all the preferred
shares and ordinary shares held by VW Group, which
amounted to an exit by VW Group of its investment in
and a termination of its joint venture arrangement with
Mobvoi. The Company understands from Mobvoi that the
aforementioned transactions will provide effective support
to the continuing operations of Mobvoi and favourable
basis and prospects to Mobvoi to embrace opportunities
of business developments with other automotive
enterprises. On the other hand, Mobvoi disposed part of/
all of the shares in two subsidiaries (“Education
Companies”) engaging in education business in the
People’s Republic of China (the “PRC”) to reduce the
negative impacts led by the Education Companies on
Mobvoi. Such disposals involved the repurchase by
Mobvoi, certain ordinary shares of Mobvoi previously
issued for the acquisitions of the Education Companies.
The aforementioned repurchases of shares involving VW
Group and the Education Companies would increase the
Group’s shareholding proportion in Mobvoi. However, due
to (among others) the deterioration of the capital market
conditions during the Year, fair value of the Group’s
investment in Mobvoi dropped to approximately HK$25.2
million as at 31 December 2022 and a fair value loss of
approximately HK$13.3 million was recognised during the
Year.

Perfect Opftronics Limited Annual Report 2022
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Entering 2023, the global economy is still full of
uncertainties and the business environment is complex
and volatile. Display panels market is expected to remain
challenging. Meanwhile, the Group’s existing health-
related products are expected to be adversely affected by
the recent Hong Kong’s returning to normalcy from anti-
epidemic measures. Nevertheless, the Group will keep
abreast of the market trends to broaden product diversity.
In addition to promote the existing personal hygiene and
disinfection products, the Group will introduce more
health care products to meet today’s consumers’ pursuit
of health, which will help further expanding the Group’s
health-related products business. The Group will continue
to leverage its own advantages and diversify its business
to actively explore potential opportunities in various
markets so as to enhance the Group’s competitiveness
and create greater value for the Company and its
shareholders.

APPRECIATION

I, on behalf of the Board, would like to present my
sincere gratitude to our shareholders, business partners
and customers for their support and trust over the years.
| also highly appreciate the contribution and dedication of
our management and staff.

Kan Man Wai
Acting Chairman
Perfect Optronics Limited

Hong Kong
21 March 2023
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Management Discussion and Analysis

EEEN®E DM

BUSINESS REVIEW AND PROSPECTS

Business Review

The Group is principally engaged in the trading,
development and sales of display and optics products
and other related electronic components, as well as
trading of health-related products and other products. The
Group also processes some of the products that it sells.

In 2022, the display panels market remained sluggish.
Continuous international conflicts, high inflation, decrease
in consumer demand, together with an oversupply in the
market led to a significant decrease in the sales of the
Group’s display products during the Year as compared
with 2021. The Group’s revenue for the Year amounted to
approximately HK$301,318,000, representing a decrease
of approximately 43% as compared with approximately
HK$528,350,000 in 2021. However, thanks to its vast
product diversity and flexible business strategy, including
the introduction of health-related products in recent years,
the Group is still able to record a turnaround of its results
from loss to profit for the Year. Profit attribute to equity
holders of the Company for the Year amounted to
approximately HK$4,038,000 as compared to a loss
attributable to equity holders of the Company of
approximately HK$43,857,000 for the year ended 31
December 2021.

Sales of medium-to-large sized display products, including
display panels and modules for computer notebooks,
monitors and televisions, continued to be the key revenue
driver of the Group during the Year. However, the
anticipation of a global recession, ongoing inflation and
rising interest rates have superseding consumers’
motivation to buy. In addition, since the COVID-19
pandemic has gradually come under control, people’s
lives began to return to normal. With the gradual fade-out
of the trend of distance learning and remote work, as well
as the fulfillment of initial demand for devices including
laptops, PC monitors and tablets, these have led to a
drop in demand for display products, causing a significant
drop on demand for display panels and related display
components, and thus resulting in the excess inventory in
the market, as well as drop in market price. The Group’s
sales of TFT-LCD panels and modules decreased by
approximately 64% from approximately HK$431,770,000
in 2021 to approximately HK$155,896,000 during the
Year. The Group’s sales of polarisers amounted to
approximately HK$36,554,000 during the Year,
representing a decrease of approximately 19% as
compared with approximately HK$44,865,000 in 2021.
The decrease was mainly due to the fact that the
polarisers sold by the Group were mainly used on mobile
phones and China’s domestic mobile phone shipments in

Perfect Opftronics Limited Annual Report 2022
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2022 decreased as compared to 2021. The Group’s sales
of integrated circuits and optics products remained weak
during the Year. Sales of integrated circuits amounted to
approximately HK$1,883,000 during the Year,
representing a decrease of approximately 75% as
compared with approximately HK$7,428,000 in 2021.
Sales of optics products amounted to approximately
HK$590,000 during the Year, representing a decrease of
approximately 81% as compared with approximately
HK$3,171,000 in 2021.

The Group’s electronic signage products, which include
digital information signages, electronic shelf displays and
electronic white boards, etc., recorded a revenue of
approximately HK$16,396,000 during the Year,
representing an increase of approximately 7% as
compared with approximately HK$15,266,000 in 2021.
The increase was mainly due to the increase in the
relevant revenue generated from Taiwan. More retall
outlets in Taiwan, including chained drugstores, have
installed the Group’s electronic signage products. With the
rise in popularity of digital information signages, and a
continual increase in application in retail outlets and
shopping malls, a strengthened demand for electronic
signage products is expected in the near future.

During the Year, the Group’s health-related products
business continued to develop and became another key
revenue driver of the Group. In response to the increasing
public health awareness and strong demand for
disinfection products under the outbreak of COVID-19
pandemic, the Group acted swiftly to introduce the
Taiwanese brand “K-clean” personal hygiene and
disinfection products to Hong Kong in 2020. With the
Group’s effort in producing effective promotion strategies
through various marketing initiatives over the past two
years, K-clean has successfully penetrated the market,
with a wide customer base and strong brand reputation
for its high product performance. At the beginning of
2022, the fifth wave of COVID-19 pandemic in Hong Kong
had further boosted the demand for the Group’s health-
related products. In addition to K-clean, the Group also
actively seized the opportunities for the sale of rapid
antigen test kits for COVID-19 (“RAT”) during the Year
through its diversified business networks. Sales of the
Group’s health-related products amounted to
approximately HK$87,876,000 during the Year,
representing an increase of approximately HK$68,714,000
as compared with approximately HK$19,162,000 in 2021.
Health-related products propelled the improvement of the
Group’s overall gross profit margin and was a major
factor of the Group’s results turnaround from loss to profit
for the Year as compared with 2021, which also
demonstrated the success of the Group’s flexible
strategies.

Management Discussion and Analysis
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Management Discussion and Analysis
BEEEFN®RDMN

The Group holds certain preferred shares of Mobvoi.
Mobvoi through its subsidiaries (collectively, the “Mobvoi
Group”) is principally engaged in the business of
developing and providing voice search artificial intelligence
("Al”) systems on mobile, smart wearable, automotive and
other devices. Such investment is classified as financial
asset at fair value through profit or loss. Mobvoi had
informed the Company that it underwent several corporate
transactions. Mobvoi Group entered into various
agreements with affiliates of Volkswagen AG (collectively,
the “VW Group”) (a then substantial shareholder of
Mobvoi which held certain preferred shares and ordinary
shares of Mobvoi through its affiliate), which include: ()
the assignment of one half of various intellectual property
rights related to automotive speech dialogue system for
certain vehicle projects of VW Group (the “IP Rights”) to
VW Group such that Mobvoi Group and VW Group will
co-own the IP Rights (the “IP Assignment”) and, among
other things, provision of technical support and training by
the Mobvoi Group to VW Group on some of the IP
Rights; (ii) the disposal of the half share of equity interest
in a 50:50 joint venture in the PRC to VW Group (the “dV
Equity Disposal”); and (i) the repurchase of all the
preferred shares and ordinary shares held by VW Group
(the “Share Repurchase”). Such transactions amounted to
an exit by VW Group of its investment in and a
termination of its joint venture arrangement with Mobvoi
Group. As of 31 December 2022, the JV Equity Disposal
and the Share Repurchase had been completed, while the
IP Assignment was in the course of completion. The
Company understands from Mobvoi that the
aforementioned transactions will provide effective support
to the continuing operations of the Mobvoi Group.
Furthermore, the Mobvoi Group also has the discretion to
use or grant to other third parties non-exclusive licences
to use the IP Rights, and the grant of such non-exclusive
licences to other third parties will enable export of its
technical capabilities and become an effective business
model that will continually contribute value for the Mobvoi
Group, thus providing favourable basis and prospects to
the Mobvoi Group to embrace opportunities of business
developments with other automotive enterprises. Mobvoi
Group will continue to be a long-term technology supplier
to VW Group after the Share Repurchase. On the other
hand, to reduce the negative impacts led by the recently
introduced education systems policies in the PRC, Mobvoi
informed the Company that it had disposed part of/all of
the shares in two subsidiaries during the Year, which were
acquired in 2020 through the issue of Mobvoi’'s ordinary
shares and engaged in providing education and training
services to students (including children) in the PRC, in
exchange for the repurchase by Mobvoi of certain of its
ordinary shares. Such ordinary shares repurchased were
treated as treasury shares (“Treasury Shares”) as at 31
December 2022 to be cancelled. The aforementioned
Share Repurchase from VW Group led to the increase in
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the Group’s shareholding proportion in Mobvoi. In
addition, following the cancellation of the Treasury Shares,
the Group’s shareholding proportion in Mobvoi will be
increased to approximately 1.57% (on a fully diluted and
as converted basis) (31 December 2021: 1.24%).
However, due to (among others) the deterioration of the
capital market conditions during the Year, fair value of the
Group’s investment in Mobvoi dropped to approximately
HK$25,201,000 as at 31 December 2022, as compared to
approximately HK$38,461,000 as at 31 December 2021.
Fair value loss of approximately HK$13,260,000 was
recognised during the Year (2021: HK$21,086,000).
Nevertheless, the Company understands that Mobvoi will
continue to make use of its voices Al technology to
develop new products, to explore more opportunities and
to widen its revenue base in order to enhance its value.

Another investment of the Group was classified as
financial asset at fair value through other comprehensive
income, being the Group’s investment in a Taiwan private
company that engages in the separator (a key component
in lithium batteries) business. The fair value of such
investment decreased to approximately HK$1,300,000 as
at 31 December 2022 (31 December 2021:
HK$1,652,000). The Group’s shareholding in such
company remained unchanged at 2% throughout the Year,
while additional shares were allotted by the company
subsequent to 31 December 2022 and diluted the
Group’s shareholding to approximately 1.53%.

Prospects

Looking ahead, global economy will continue to be
affected by geopolitical conflicts, fluctuating interest rates
and high inflation. It is expected that display panels
market will remain challenging. Furthermore, as COVID-19
pandemic in Hong Kong has been on a moderate trend
and Hong Kong citizens are resuming their normal daily
lives gradually after the relaxation of government’s anti-
epidemic measures, sales of certain of the Group’s
health-related products, such as RAT, are expected to be
adversely affected. Nevertheless, the Group will continue
to deploy the health-related products market through
widening its product diversity to minimize the adverse
impact arising from any individual product. Meanwhile, the
Group will continue to keep abreast of the market
dynamics by exploring more opportunities with new
suppliers and customers from various areas or industries
to create greater value for the Company and its
shareholders.
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PRINCIPAL RISKS AND UNCERTAINTIES

Global economic condition

A slowdown in the global economy, including the
economic climate in the PRC, 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
have a negative impact on the demand for and prices of
the Group’s products. If the economy continues to grow
at a slow rate, or experiences a prolonged recession, the
Group’s business and results of operations will continue to
be adversely affected.

Inventory risk

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.

Prices fluctuation risk

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.

Financial risks

The Group’s activities are exposed to a variety of financial
risks: market risk (including foreign exchange risk, cash
flow and fair value interest rate risk, price risk), credit risk
and liquidity risk. Details of such risks are set out in Note
3 to the consolidated financial statements.

FINANCIAL REVIEW

The following discussion should be read in conjunction
with the Group’s consolidated financial statements and its
notes, which are included in this report.
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Revenue

The fifth wave of COVID-19 pandemic in Hong Kong
occurred since the beginning of 2022 had driven huge
demand and led to a significant increase in sales of the
Group’s health-related products. However, the significant
decrease in revenue from the sales of the Group’s other
major products, including TFT-LCD panels and modules,
polarisers, integrated circuits and optics products during
the Year had offset the contribution from health-related
products. Total revenue of the Group for the Year
amounted to approximately HK$301,318,000, representing
a decrease of approximately 43% as compared with
approximately HK$528,350,000 in 2021.

Cost of sales

Cost of sales of the Group mainly consisted of purchase
costs, staff costs, provision for obsolete inventories and
other direct costs. Mainly due to the decrease in sales of
display products, purchase costs decreased and thus
cost of sales decreased during the Year as compared
with 2021. Total cost of sales of the Group for the Year
amounted to approximately HK$231,649,000 which
decreased by approximately 55% as compared to
approximately HK$510,795,000 in 2021.

Gross profit

Gross profit of the Group during the Year amounted to
approximately HK$69,669,000, representing an increase of
approximately HK$52,114,000 as compared to
approximately HK$17,555,000 in 2021. The significant
increase in gross profit was mainly due to the increase in
revenue from the Group’s health-related products, which
have higher gross profit margins as compared with the
Group’s other major products, during the Year.

Other losses, net

Net other losses of approximately HK$12,862,000 was
recorded for the Year, representing a decrease in loss of
approximately HK$6,624,000 as compared to
approximately HK$19,486,000 in 2021. The balance
mainly included the fair value loss of approximately
HK$13,260,000 (2021: HK$21,086,000) recognised for the
Group’s financial asset at fair value through profit or loss
in respect of its investment in Mobvoi during the Year.
The decrease in net other losses was mainly due to the
decrease in the aforementioned fair value loss.
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Distribution and selling expenses

The Group’s distribution and selling expenses for the Year
amounted to approximately HK$24,657,000, representing
an approximately 56% increase as compared to
approximately HK$15,843,000 in 2021. The increase was
mainly attributable to the increase in sales commissions,
staff costs, transportation and promotion expenses
incurred for the Group’s health-related products.

General and administrative expenses

The Group’s general and administrative expenses for the
Year amounted to approximately HK$26,969,000, which
increased by approximately 6% as compared with
approximately HK$25,472,000 in 2021. The increase was
mainly attributable to the increase in staff costs and bank
charges.

Research and development expenses

The Group’s research and development expenses
amounted to approximately HK$996,000 for the Year,
which decreased by approximately 23% as compared with
approximately HK$1,301,000 in 2021. The decrease was
mainly attributable to the decrease in staff costs.

Finance costs

The Group’s finance costs for the Year mainly
represented interest expenses on lease liabilities and bank
loan of approximately HK$196,000 (2021: HK$469,000)
and approximately HK$156,000 (2021: HK$27,000),
respectively. New bank loan was borrowed in the last
quarter of the year ended 31 December 2021.

Income tax expense

The Group’s income tax expense for the Year mainly
represented Hong Kong profits tax provided for the Year,
while income tax expense for the year ended
31 December 2021 represented deferred income tax
provided.

Profit/(loss) attributable to equity holders of the
Company

Mainly attributable to the significant increase in profit
generated by the Group’s health-related products and the
decrease in fair value loss on the Group’s financial asset
at fair value through profit or loss, the Group recorded a
turnaround of its results from loss in 2021 to profit during
the Year. Profit attributable to equity holders of the
Company for the Year amounted to approximately
HK$4,038,000 as compared to loss attributable to equity
holders of the Company of approximately HK$43,857,000
for 2021.
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FINANCIAL KEY PERFORMANCE FERBRREE
INDICATORS

The financial key performance indicators are analysed as EUBRRESEHTEOT :
follows:

Year ended 31 December
BF+—-A=1-HLEE

Percentage change

Note 2022 2021 Increase/(decrease)
BOLE

i3 —E-C —T-—F #m/ (R )

HK$’000 HK$'000

TER FHET

FINANCIAL PERFORMANCE BERA

Revenue WA 301,318 528,350 (43)%
Gross profit E7 69,669 17,555 297%

Increased by 19.8
percentage points

Gross profit margin EME 23.1% 3.3% EM19.88 D&
Profit/(loss) before interest, BRAIS - PRGE 47
income tax, depreciation and EREHHNAE/
amortisation (“EBITDA”) (B#H)
(TEBITDA ) 8,473 (39,129) N/AT i F
Profit/(loss) for the year FEMNE/(FR) 3,483 (45,086) N/AT i F
Profit/(loss) attributable to equity A2 ElfEZR A AJE
holders of the Company 558,/ (B18) 4,038 (43,857) N/AT i F
EBITDA margin EBITDAR (i) 2.8% N/AZ i A N/AT i A
Return on total assets (%) 48 F FE [ 3R (%) (i) 2.3% -23.0% N/AT 8 A

Return on shareholders’ equity % B2 4 24 [@ & & (%)

(%) i) 3.6% -40.9% N/AT B
Basic earnings/(loss) per share ~ FREKREF/ HKO0.27 cents  HK(2.96) cents
(B1#8) 0.275% 1l (2.96) %1l N/AT i@ A
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Management Discussion and Analysis
BEEENWR DM

As at 31 December

R+=A=t+—-8H
Percentage change
Note 2022 2021 Increase/(decrease)
BOLED
i —g-= —E-—& #n,/ Cid)
HK$’000 HK$'000
THET FHET
KEY FINANCIAL INDICATORS I EBHKERZ
Cash and cash equivalents RekReEEY 85,709 88,512 3)%
Net current assets MEBEEFR 78,764 61,524 28%
Total assets BELS 153,750 195,750 21)%
Bank borrowings RITEE 5,206 5,888 (12)%
Total liabilities BEAR 44,412 89,891 (61)%
Equity attributable to equity ARREGHEAAR
holders of the Company fhiER 111,241 107,310 4%
Total equity Eag® 109,338 105,859 3%
Increased
3.0 times 1.7 times by 1.3 times
Current ratio (times) mE & (fF) (iv) 3.0 1.7 1# 401,362
Increased
2.5 times 1.2 times by 1.3 times
Quick ratio (times) REPLL K (%) (v) 2.5 1.2% 1# 401.36%
Decreased by 0.8
percentage point
Gearing ratio (%) BEREE L E(%) (vi) 4.8% 5.6% WAD08ED B
Increased by 0.4
percentage point
Debt-to-asset ratio (%) BEEENE(%) (vii) 3.4% 3.0% HM0.4E » B
Notes: B 5
i) As the Group recorded loss before interest, income tax, depreciation (i) HREE-T - —F+-_A=+—HILEFEXREEH
and amortisation during the year ended 31 December 2021, no BHREE AR FEREHNERE B#E=-T
EBITDA margin are presented for the year ended 31 December T ZA=T—HILFEHEZIEBTDAX
2021
(ii) Return on total assets = Profit/(loss) for the year/Total assets (ii) MEERRR=FERF(FEEB) BELSE
(iif) Return on shareholders’ equity = Profit/(loss) attributable to equity (i) BEEZERR=AARESFTEABERF (B
holders of the Company/Equity attributable to equity holders of the B)/RNAREREEE AEGER
Company
(iv) Current ratio = Current assets/Current liabilities (iv) RBLLR-RBEE/RBHAE
) Quick ratio = (Current assets — Inventories)/Current liabilities ) B ER=-(RBEE — FE)/ RBHEE

(vi) Gearing ratio = Total interest-bearing bank borrowings/Total equity (v BARBELR=HBRITEEEE AR08

(viij  Debt-to-asset ratio = Total interest-bearing bank borrowings/Total — (vii) BEEELR=HEBRTEERE BERLE
assets
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LIQUIDITY AND FINANCIAL RESOURCES

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. As at 31 December 2022, the Group’s
cash and cash equivalents, represented by bank deposits,
bank balances and cash, amounted to approximately
HK$85,709,000 (2021: HK$88,512,000).

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

AEBHNESTZRERNEEES  RBA
EEZERHENGHNERRERREHES -
AREBFTENESRELAEBLEEENE SR
RITEBE -R_ZBE-_—_F+-_A=+—H8"' &K
SEMNE SRR EEY A H 485,709,000/
T (=T = —4 :88,512,000/87T) * 1 ARITHF
HORITEBRKIEBS

AEEMRITER ROTEHKMIBASONEREE
TSA TP E#E 5 E -

As at 31 December

R+=—HA=+—H
2021
—E-—fF
HK$’000
FAT
United States dollars (“USD”) Ex(ExD 39,487 68,952
Hong Kong dollars (“HK$”) B ([ABx)) 39,005 8,135
Renminbi (“‘RMB”) ARE(TARK]D 6,510 9,006
New Taiwan dollars (“TWD”) Fak(smel) 707 2,419
85,709 88,512

As at 31 December 2022,
borrowings comprised bank loan of approximately
HK$5,206,000 (2021: HK$5,888,000). The scheduled
repayment date of the Group’s bank borrowings, as set
out in the loan agreement and without considering the
effect of any repayment on demand clauses were as
follows:

the Group’s total bank

RZEBE-_—F+-A=+—H AEFHRTHE
B 42 % 6 1E IR 17 B 3 495,206,000 T (= &
——1F :5,888,000/87T) ° RIEERIBETE K&
T REMIZEEREERIOTE  AEER
TEEZFEEEBHHEIMT :

As at 31 December

R+=H=+—H
2022 2021
—E_— T —4F
HK$’000 HK$'000
FHET FAET
On demand or within a period not BERKKIR T BB
exceeding 1 year 16F HAfl 690 683
Within a period of more than 1 year EZMFHBAETEA
but not exceeding 2 years 2% 712 702
Within a period of more than 2 years £ % 24 BB T8 1B
but not exceeding 5 years 54 2,288 2,226
Within a period of more than 5 years  #B3i@5%F 2 [ 1,516 2,277
5,206 5,888

BxEXxEHEMRAT 2022 F3If
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As at 31 December 2022 and 2021, the Group’s bank
loan was floating interest rate loan denominated in HKS.

As at 31 December 2022, the Group’s unutilised banking
facilities restricted for trade finance purposes amounted to
approximately HK$15.6 million (2021: HK$15.6 million).

CAPITAL STRUCTURE

The capital of the Company only comprises ordinary
shares. There has been no change in the capital structure
of the Group during the Year.

TREASURY POLICIES

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.

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group’s management policies, working environment,
career prospects and employees’ benefits have
contributed to building 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,
mandatory provident funds, bonuses and a share option
scheme. The management regularly reviews its
employees’ remuneration packages to ensure they are up
to prevailing market standards.

As at 31 December 2022, the employee headcount of the
Group was 65 (2021: 65) and the total staff costs,
including directors’” emoluments, amounted to
approximately HK$26,495,000 during the Year (2021:
HK$25,331,000).
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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 has a well-established business relationship
with its customers and has gained recognition in the TFT-
LCD panel industry in the PRC. Some of its customers
have over ten-year business relationships with the Group.
The Group endeavours to secure the business with
existing customers and at the same time devotes to
develop new reliable customers in new markets.

CONTINGENT LIABILITIES

As at 31 December 2022, the Group had no material
contingent liabilities (2021: Nil).

CHARGE OF ASSETS

As at 31 December 2022, the Group had charged its
trade receivables of approximately HK$480,000 (2021:
HK$5,377,000) in favour of a bank to secure the banking
facilities granted to the Group.

FOREIGN CURRENCY

The Group’s business transactions, assets and liabilities
are principally denominated in USD, HK$, RMB and TWD.
HK$ are reasonably stable against the USD under the
Linked Exchange Rate System. In addition, the
management considers that the impact on exchange
differences for RMB and TWD is not significant as at
31 December 2022. 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.

CAPITAL COMMITMENTS

As at 31 December 2022, the Group did not have any
significant capital commitments (2021: Nil).

DIVIDEND

The Board does not recommend nor declare any dividend
for the Year (2021: Nil).
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BEEEFN®RDMN

SIGNIFICANT INVESTMENTS HELD

In January 2015, the Group subscribed for 25,213,220
Series A-2 Preferred Shares of Mobvoi at a consideration
of USDS,000,000. Mobvoi is principally engaged in the
business of developing and providing voice search Al
systems on mobile, smart wearable, automotive and other
devices. The Company considers that the investment in
Mobvoi, which is intended to be held by the Group for
long-term investment purpose, will provide an opportunity
to the Group to share in and gain from the development
potentials of Mobvoi and its products and technology. The
Group does not have any management or operational role
in Mobvoi. There have been no addition to or disposal of
such investment by the Group since it made the
investment in January 2015. Mobvoi has undertaken
several rounds of fundraising in recent years. During the
Year, Mobvoi (i) repurchased certain of its preferred
shares and ordinary shares from a substantial shareholder
(those ordinary shares repurchased were issued to
another shareholder of Mobvoi); and (i) disposed of part
of/all of the shares in certain of its subsidiaries in
exchange for the repurchase by Mobvoi of certain of its
ordinary shares, which were treated as treasury shares of
Mobvoi (“Treasury Shares”) as at 31 December 2022 to
be cancelled. Upon cancellation of the Treasury Shares,
the Group’s shareholding proportion in Mobvoi will be
increased to approximately 1.57% (on a fully diluted and
as converted basis) (31 December 2021: 1.24%).

The Group’s investment in Mobvoi is classified as financial
asset at fair value through profit or loss. As at
31 December 2022, the fair value of the Group’s
investment in Mobvoi was approximately HK$25,201,000,
representing approximately 16.4% of the Group’s total
assets. No dividend has been received by the Group from
Mobvoi since making its investment. A fair value loss of
approximately HK$13,260,000 was recognised on such
investment during the Year.

Save for the abovementioned, the Group did not hold any

significant investment in equity interest in any other
company as at 31 December 2022.

FUTURE PLANS FOR MATERIAL
INVESTMENTS AND CAPITAL ASSETS

The Group did not have plans for material investments
and capital assets as at 31 December 2022.
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MATERIAL ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES AND
AFFILIATED COMPANIES

The Group did not have any material acquisitions and
disposals of subsidiaries and affiliated companies during
the Year.

LEGAL PROCEEDINGS INVOLVING THE
COMPANY AND THE DIRECTORS

Reference is made to the announcements of the
Company dated 26 September 2019, 4 October 2019,
10 January 2020, 9 April 2020, 10 July 2020 and
25 September 2020. On 25 September 2019, the
Company received a sealed copy of a petition (the
“Petition”) issued by the High Court of the Hong Kong
Special Administrative Region (the “High Court”) which
was taken out by the Securities and Futures Commission
(the “SFC”) pursuant to section 214 of the Securities and
Futures Ordinance against certain Directors, namely
Mr. Cheng Wai Tak, Mr. Liu Ka Wing, Mr. Tse Ka Wing,
Mr. Wong Yik Chung John, Mr. Wong Chi Chiu and Mr. Li
Shui Yan (collectively “the Director Respondents”), and the
Company. The SFC alleged in the Petition that the
Director Respondents had breached their duties as
directors of the Company in relation to the disposal of a
subsidiary of the Company holding an approximately
50.14% shareholding in # ¥ % & &R B R 2 7l
(Shinyoptics Corporation®) (details of such disposal were
disclosed in the announcement of the Company dated
22 December 2016). As the Company is only a nominal
respondent to the Petition and pursuant to the order of
the High Court, the Company is not required to actively
participate in the legal proceedings in respect of the
Petition.

As detailed in the Company’s announcement dated
25 September 2020, with effect from 25 September
2020, pending the outcome of the legal proceedings of
the Petition, the Director Respondents have been
suspended from their duties as Directors. Mr. Cheng Wai
Tak has also been suspended from his duties as the
Chairman of the Board and the Chief Executive Officer
(“CEQ”) of the Company. Mr. Kan Man Wai, an
independent non-executive Director, has been appointed
as the acting Chairman in place of Mr. Cheng Wai Tak.
The function of the CEO is shared among the
management staff of the Company and other members of
the Board.

The Company understands the Director Respondents
disagree with the allegations of the SFC in the Petition,
and intend to vigorously contest the Petition. As at the
date of this report, the legal proceedings of the Petition
are ongoing.

*for identification purpose only

Management Discussion and Analysis
EEEN®RDM

EARBROEENBLARAREKEE

N

RAFEE AEEMECAMEAWE RO EN
IEPNCIDSE = NI E S

SREARBDREEZERRER

=]

[l

i

=

M
5

/

Pl

A g =

[1]1
A Y

4

e

JIL

el
D
N R

_|_
>l

+mm,,

Ay

3o 30
=]

N =R:0/N
AH ARAEESR
E(fm—wﬁﬁﬁl) éHjZE B
cZ2FEHMBEFLE §$?z§t
DIREE S KB EEHI 552141
BNEEELAE BEELE HF
~#m,m5‘6$ FEEBEERETHE
ﬁrﬁ% S=INIDE L/(&ZIK@Thﬁ
EFFER BHEHBEREILKLE

_J,’]5014%HXT/'?EZ$’\7WJ§

HERARRBHA T — /\i‘f’_

| I mmiY

SR
=t 4 A 4
|

| g 48
+wﬂﬁ
o

o

i

=0

Hr L

5 %%

= s oo

4
D
%Mm%++

&

[a]

[—
~—

k=113

i

mEP

£ 3%

0

¥ 10
BR %

&

S N T Y
H-HBN g
. H et = B
“Hdﬂ

0

2t BE 1 3 D14
£

b=]

> F
= I8

T S
N
B
ijt
ND)

AT -_BRZRAERE) EFERARRESE
ERADAEEZME - ARARAEESS
o has \%%LE’J SR ARRIER F AR B R
SOARAANFRZEBL2ELBABNER
BF-

7_7¢jlﬂ +EAE
’—iraeua ifikf HERZAT BEEERA
EEFHESERG HEELETCERELAA
RIEEE R RITEAR (1TTHRAR]) B -
BYFATESHNELRLECEZER/NREE
B ABRBEEEEL - TRAZKMNBERA
AAEEABREFHHMKES -

ARPHABEEERATAEEESEEH
FIERIRT  WRBENR2EH - N ARE B
B 2R 2iREFDEET-

0

BEXxXEERLDE 2022 FiR

21



22

Corporate Governance Report

CEBARE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving high standards of
corporate governance with a view to safeguarding the
interests of its shareholders. To accomplish this, the
Company has adopted the principles and the code
provisions of the Corporate Governance Code (the “CG
Code”) contained in Appendix 15 of the GEM Listing
Rules.

Throughout the Year, the Company had complied with all
the code provisions of the CG Code for the time being in
force.

COMPLIANCE WITH CODE OF CONDUCT
FOR DIRECTORS’ SECURITIES
TRANSACTIONS

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.

BOARD OF DIRECTORS

Composition of the Board

Up to the date of this annual report, the Board comprises
four executive Directors and five 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 (suspended)
Mr. Liu Ka Wing (suspended)
Mr. Tse Ka Wing (suspended)
Mr. Chang Huan Chia

Independent non-executive Directors:
Mr. Wong Yik Chung John (suspended)
Mr. Wong Chi Chiu (suspended)

Mr. Kan Man Wa/ (Acting Chairman)
Mr. Cho Chi Kong

Ms. Hsu Wai Man Helen

Biographical details of all Directors and senior
management of the Company are set out on pages 73 to
76 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.
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As disclosed in the announcement of the Company dated
25 September 2020, pending the outcome of the legal
proceedings of the Petition against certain Directors,
including Mr. Cheng Wai Tak, Mr. Liu Ka Wing, Mr. Tse
Ka Wing, Mr. Wong Yik Chung John and Mr. Wong Chi
Chiu have been suspended from their duties as Directors
with effect from 25 September 2020. Mr. Kan Man Wai
has been appointed as the acting Chairman in place of
Mr. Cheng Wai Tak with effect from 25 September 2020.
For further details, please refer to the announcement of
the Company dated 25 September 2020.

FUNCTIONS OF THE BOARD AND
MANAGEMENT

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
is responsible for implementing the strategies and plans
established by the Board and reporting on the Group’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
D.1.2 of the CG Code.

DIRECTORS’ AND OFFICERS’
LIABILITIES

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.

BOARD MEETINGS

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.
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Corporate Governance Report
tEERRSE

Four regular board meetings were held during the Year.
The attendance of individual Directors at these board
meetings were as follows:

Name

i

Executive Directors: HTEE -
Mr. Cheng Wai Tak IR e
Mr. Liu Ka Wing BRaitst
Mr. Tse Ka Wing WRE L E
Mr. Chang Huan Chia RIS AE

Independent non-executive Directors: ¥ FE# 7T7E & -
Mr. Wong Yik Chung John =EEBELE

Mr. Wong Chi Chiu HEBERE

Mr. Kan Man Wai X125

Mr. Cho Chi Kong BENTE

Ms. Hsu Wai Man Helen mEHLL

Note:

A: attending training courses, seminars, workshops or in-house
briefings or giving talks

B: reading materials relating to laws and regulations, corporate
governance, and other topics relevant to the Group’s strategy and

business

CONTINUOUS PROFESSIONAL
DEVELOPMENT

According to the code provision C.1.4 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.

The Group, together with its legal advisors, 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. The
Company has received the Directors’ training records for
the Year, and a summary of training participated by the
Directors during the Year is set out on page 24 of this
annual report.
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the independent non-executive Directors has
entered into an appointment letter with the Company for
a term of three years.

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.

In compliance with the code provision in B.2.2 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. Liu Ka Wing, Mr. Chang Huan Chia and
Mr. Cho Chi Kong will retire by rotation at the
forthcoming annual general meeting and being eligible, will
offer themselves for re-election.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

In compliance with Rules 5.05(1), 5.05(2) and 5.05A of the
GEM Listing Rules, the Company has appointed five
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 annual independence confirmation
from each of the existing independent non-executive
Directors pursuant to 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.
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EEEREE

BOARD COMMITTEES

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.

AUDIT COMMITTEE

The Company has established an audit committee on
20 January 2014 with written terms of reference in
compliance with Rule 5.28 of the GEM Listing Rules and
code provision D.3.3 of the CG Code. As at the date of
this report, the audit committee consists of three
independent non-executive Directors, namely, Ms. Hsu
Wai Man Helen, who has the appropriate accounting and
related financial management expertise and serves as the
chairperson of the audit committee, Mr. Kan Man Wai and
Mr. Cho Chi Kong.

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 and 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

Ms. Hsu Wai Man Helen (Chairperson) ®ES
Mr. Kan Man Wai 5 XX
Mr. Cho Chi Kong s

During the Year, the audit committee reviewed the
Company’s annual financial statements, annual results
announcement, interim and quarterly results
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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REMUNERATION COMMITTEE

The Company established a remuneration committee on
20 January 2014 with written terms of reference in
compliance with code provision E.1.2 of the CG Code. As
at the date of this report, the remuneration committee
consists of three independent non-executive Directors,
namely, Mr. Kan Man Wai, who serves as the chairman of
the remuneration committee, Mr. Cho Chi Kong and
Ms. Hsu Wai Man Helen.

The primary duties of the remuneration committee include
(but without limitation): (i) making recommendations to the
Board 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; (i) determining
the terms of the specific remuneration packages of the
Directors and senior management; and (i) reviewing and
approving performance-based remuneration by reference
to corporate goals and objectives resolved by the Board
from time to time.

During the Year, the remuneration committee held three
meetings for, inter alia, reviewing the policy and structure
for all remuneration of Directors and senior management,
assessing performance of executive Directors, approving
the terms of executive Directors’ service contracts and
independent non-executive Directors’ appointment letters,
and making recommendations to the Board regarding the
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remuneration packages of executive Directors and senior Ei%ﬁﬁlﬁ& EEMMESGREEBER -
management, and director’'s fee of independent
non-executive Directors. The remuneration committee was
satisfied with the existing arrangement and did not make
recommendation to the Board on any change of such

policy and structure.

Number of

remuneration

committee

meetings

Members of the remuneration committee attended/held

HE S BTH

yFMEES

FMZEEERE BRERY

Mr. Kan Man Wai (Chairman) ﬁﬁ\Xﬁf‘EE(itﬁ?) 3/3

Mr. Cho Chi Kong BEHREE 3/3

Ms. Hsu Wai Man Helen wEHFLL 3/3
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REMUNERATION POLICY FOR EEREAEERENHMER
DIRECTORS AND SENIOR MANAGEMENT

Each of the Directors will receive a fee which is subject to SJEEZWHMNBRSELFEAE  LEXH
an annual adjustment at a rate to be reviewed by the HMEZES@HMREEEHFEIRE - NAQ A
remuneration committee and be determined at the BEEFMME R R2E2EFBE=NKE  BE -
discretion of the Board. The Company’s policy concerning T {E & K 75 78 5= B i #9 &5 ] 1 28 & %7 B = K
the remuneration of the Directors is that the amount of S ERAEEE4ITE B4 E KA ER
remuneration is determined by reference to the relevant & - (EAREEE I % L 67 &5 B E 8 8 F) 25 —
Director’s experience, responsibilities, workload and time UEBBEERSERET -

devoted to the Group. The Group has adopted incentive
bonus schemes and continues to maintain these schemes
in order 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 executive Directors are also the senior management #ITEENMAA A aREEE - BHE_Z
of the Company. Details of the remuneration of executve —_—F+_-_A=+—BILEERTEETHIF
Directors for the year ended 31 December 2022 are set FHEMRAFRALERIZLE M SRR 7E34(@) °
out in Note 34(a) to the audited consolidated financial

statements contained in this annual report.

NOMINATION COMMITTEE REZES
The Company established a nomination committee on AARER T —WNF—AZ+HRILIERE
20 January 2014 with written terms of reference in E & HEEBEEATACEE AT
compliance with code provision B.3.1 of the CG Code. As  BI{E X EB3. 1§ - R ARE HE  REELE<S
at the date of this report, the nomination committee HMZ=ZBYIFWNITE AR B EEHT
consists of three independent non-executive Directors, REBZZEE€MTIFE HEHKEABXELEL R
namely, Mr. Cho Chi Kong, who serves as chairman of #HRE&Z =+ -
the nomination committee, Mr. Kan Man Wai and Ms. Hsu
Wai Man Helen.
The primary functions of the nomination committee IREBZZECHEIEZHEBRERNEZIHERE A
include making recommendations to the Board to fill B UEMEESEH  THBIIERTES
vacancies on the same, assessing the independence of H®BY It WHEBEEENR S E=NAZEHERE
independent non-executive Directors, making HEZEEBRIEFTSHORE  BELAMK -
recommendations to the Board on the re-appointment of
Directors and succession planning for Directors and
reviewing the structure, size and composition of the
Board.
During the Year, the nomination committee held one WAFERN REZECERT—ATH - U
meeting for, inter alia, reviewing the structure, size and (HABRE)EHEESAZEE  BERAK K
composition of the Board and board diversity policy, ZE&@XKEZTItBE FHEBEFRIN
discussing matters regarding the retirement and ZEMNEFRTHBIIENTES 2B -
re-election of Directors and assessment of the
independence of independent non-executive Directors.
Number of
nomination
committee
meetings
Members of the nomination committee attended/held
HE S BITH
REZEES
REZEERE EEYS
Mr. Cho Chi Kong (Chairman) BENEE(EE) 11
Mr. Kan Man Wai AR R AL 1/1
Ms. Hsu Wai Man Helen BEHZLT 1/1
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POLICY FOR NOMINATION OF
DIRECTORS

The Company’s policy for the nomination of Directors (the
“Nomination Policy”) was adopted by the Company
pursuant to Board resolutions. The nomination committee
will review the Nomination Policy, as appropriate, to
ensure the effectiveness of the Nomination Policy and will
discuss any revisions that may be required, and
recommend any such revisions to the Board for
consideration and approval. The Nomination Policy is set
out as follows:

1. Objective

This policy sets out the criteria and procedures to
be adopted when considering candidates to be
appointed or re-elected as Directors.

2. Nomination Criteria

The nomination committee shall consider the
following criteria in evaluating and selecting
candidates for directorship:

° Character and integrity;

o Qualifications including professional
qualifications, skills, knowledge and experience
that are relevant to the Company’s business
and corporate strategy;

° Willingness to devote adequate time to
discharge duties as a member of the Board;

° Board Diversity Policy and any measurable
objectives adopted for achieving diversity on
the Board;

° Requirement for the Board to have independent
non-executive directors in accordance with the
GEM Listing Rules and whether the
candidates would be considered independent
with reference to the independence guidelines
set out in the GEM Listing Rules; and

° Such other perspectives as are appropriate to
the Company’s business or as suggested by
the Board.
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Nomination Process

3.1.

3.2.

Nomination by the nomination committee

3.1.1 The nomination committee reviews the
structure, size and composition
(including the skills, knowledge and
experience) of the Board periodically and
makes recommendation on any
proposed changes to the Board to
complement the Company’s corporate
strategy;

3.1.2 When it is necessary to fill a causal
vacancy or appoint an additional
director, the nomination committee
identifies or selects candidates
recommended to the committee, with or
without assistance from external
agencies or the Company, pursuant to
the “Nomination Criteria” set out above;

3.1.3 If the process vyields one or more
desirable candidates, the nomination
committee shall rank them by order of
preference based on the needs of the
Company and reference check of each
candidate (where applicable);

3.1.4 The nomination committee makes
recommendation to the Board including
the terms and conditions of the
appointment; and

3.1.5 The Board deliberates and decides on the
appointment based upon the
recommendation of the nomination
committee.

Re-election of Director at Annual General
Meeting

3.2.1 In accordance with the Company’s
articles of association, every director
shall be subject to retirement by rotation
at least once every three years and shall
be eligible for re-election at each annual
general meeting;
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3.2.2 The nomination committee shall review
the overall contribution and service to the
Company of the retiring director. The
nomination committee shall also review
the expertise and professional
qualifications of the retiring director who
offered himself/herself for re-election at
the annual general meeting, to determine
whether such director continues to meet
the “Nomination Criteria” as set out
above; and

3.2.3 Based on the review made by nomination
committee, the Board shall make
recommendations to shareholders on
candidates standing for re-election at the
annual general meeting of the Company,
and provide the available biographical
information of the retiring director in
accordance with the GEM Listing Rules
to enable shareholders to make informed
decisions on the re-election of such
candidates at annual general meeting of
the Company.

3.3 Nomination by Shareholders

The shareholders of the Company may propose a
person for election as a director in accordance with
the Memorandum and Articles of Association of the
Company and applicable law. For more details,
please refer to the section in Company’s website
“Investor Relations — Corporate governance —
Procedures for shareholders to propose a person
for election as director”.

BOARD DIVERSITY POLICY

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. All appointments
of the Board members will be based on meritocracy, and
candidates will be considered against objective criteria,
having due regard for the benefits of diversity of the
Board.
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Current Board members have varied educational
backgrounds and expertises, diverse perspectives and
competencies in areas which are relevant and valuable to
the Group, including accounting, corporate finance,
strategic planning, business development and
management. The Board currently has one female Director
and 8 male Directors and the Board will take
opportunities to increase the proportion of female
members over time as and when suitable candidates are
identified.

The Board places emphasis on diversity (including gender
diversity) across all levels of the Group. The employee
gender ratio of the Group as at 31 December 2022 is 7
males : 6 females. The Group when hiring employees
considers a number of factors, including but not limited to
gender, age, cultural and education background,
qualification, ethnicity, professional experience, skKills,
knowledge and length of service, and the Group will make
sure achieving gender diversity across the workforce.

During the Year, the nomination committee has
considered and reviewed the Diversity Policy and
considered that the existing Diversity Policy is suitable
and effective.

CORPORATE GOVERNANCE FUNCTION

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)
developing and reviewing the Company’s policies and
practices on corporate governance and making
recommendations to the Board; (b) reviewing and
monitoring the training and continuous professional
development of Directors and senior management of the
Company and its subsidiaries; (c) reviewing and
monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements; (d)
developing, reviewing and monitoring the code of conduct
and compliance manual (if any) applicable to employees
and Directors and its subsidiaries; (e) reviewing 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) considering, reviewing and deciding
any other topics as authorised by the Board.

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.
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ACCOUNTABILITY AND AUDIT

Directors’ and auditor’s responsibilities for the
consolidated financial statements

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 in financial
reporting are set out in the independent auditor’s report
attached to the Company’s consolidated financial
statements for the year ended 31 December 2022 in this
annual report.

AUDITOR’S REMUNERATION

For the Year, the remuneration paid or payable to
PricewaterhouseCoopers in respect of audit and non-audit
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services provided is set out below: TS 8
Remuneration
Services rendered paid/payable
P42 14 R 75 Bt EAME
HK$’000
TET
Audit services iR 875
Non-audit services FEE R
— agreed-upon procedures - HERF 10
— tax compliance services — MEEHRRE 184
Total it 1,069

RISK MANAGEMENT AND INTERNAL
CONTROL SYSTEMS

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
risk management and 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.
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The Group has established a risk management policy
setting 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, identifying and
assessing 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, attending 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.

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 management report was submitted to the audit
committee and the Board for review.

The Group does not have an internal audit function within
itself. Nevertheless the Company engaged an external
consultant, CT Partners Consultants Limited (“CT
Partners”), 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 covered, inter alia, the internal
control systems over the sales, receivable and receipt
cycle and the human resources and compensation of the
Group, and the external consultant made
recommendations for improving the Group’s internal
control systems. 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 with the recommendations of
the external consultant to remedy control issues identified
and to further improve the Group’s internal control
system.

The Company has adopted the following internal control
measures:

(@)  The officers of the Group will cross check the
counterparty with the list of connected persons
updated on a monthly basis to identify potential
connected transaction.
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(b) A material transactions authorisation policy and
procedures (the “Policy”), which include (i)
implementing additional authorisation procedures by
setting different thresholds on the amount of all
transactions with specific authorisation requirements;
(i) preparing monthly reports with details of the
transactions above certain thresholds for the Board
and the audit committee’s review to identify if there
is any irregularity or doubtful transaction; and (iii)
providing ad hoc training to the Group employees to
ensure they are familiar with the Policy. During the
Year, the Company has engaged CT Partners, an
independent internal control consultant, to evaluate
the effectiveness and review the implementation and
enforcement of the Policy.

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 functions. After having conducted a
review of the effectiveness of the risk management and
internal control systems, the Board has reached the
conclusion that the Group’s risk management and internal
control systems were in place, effective and adequate.
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 inside information.
The policy describes clearly the decision trees to identify
inside information and take necessary actions. Employees
and other relevant parties are required to keep inside
information in strict confidence. The Group is committed
to ensure that information contained in announcements
are not false or misleading, or false or misleading through
omission of a material fact in view of presenting
information in a clear and balanced way, which requires
equal disclosure of both positive and negative facts.
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COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Company aims to provide its shareholders and
investors with high standards of disclosure and financial
transparency. The Board is committed to providing 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 from 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.

2022 General meeting

At the annual general meeting held on 17 June 2022,
separate resolutions were proposed by the acting
Chairman in respect of each separate issue, including the
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 then
chairman of each of the Board, audit committee,
remuneration committee and nomination committee
attended the annual general meeting held in 2022 to
ensure effective communication with shareholders of the
Company. All Directors attended the annual general
meeting held in 2022.

The Board reviewed the validity of implementation of the
shareholders’ communication policy of the Company
during the Year and considered that it remained effective
in enhancing timely, transparent, accurate and open
communication between the Company and its
shareholders.
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SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an
extraordinary general meeting and to put forward
proposal at general meetings

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 with voting rights in the general
meetings attached thereto. Such requisition shall be made
in writing to the Board or the company secretary of the
Company (the “Company Secretary”) 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
registered 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’ ENQUIRIES TO THE
BOARD

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 executive Directors.

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

COMPANY CULTURE

The Board plays a leading role in defining the purpose,
values and strategies of the Company, and aligning them
with the culture of the Company. The Board sets the tone
and shapes the company culture of the Company, which
is instilled and continuously reinforced by the core values
of acting lawfully, ethically and responsibly across all
levels of the Company. The Company endeavours to act
responsibly and maintain accountability to its employees,
shareholders, other stakeholders, as well as the
community. The Company’s purpose, values and
strategies form the foundations of the culture of the
Company, which adheres to strong ethical values and
strives for sustainable development.

WHISTLEBLOWING POLICY

The Company has adopted a whistleblowing policy to
provide guidance to employees and external stakeholders
to report concerns about any suspected or actual
improprieties relating to the Group.

MECHANISM ON INDEPENDENT VIEWS
TO THE BOARD

The Board has adopted effective mechanisms to ensure
independent views and input are available to the Board.
Subject to approval of the Chairman of the Board,
Directors may seek, at the Company’s expense,
independent legal, financial or other professional advices
from advisors independent to those advising the Company
as and when necessary in appropriate circumstances to
enable them to discharge their responsibilities effectively.
The Board will review the implementation and
effectiveness of such mechanisms on an annual basis.
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The Board reviewed the validity of implementation of such
mechanisms during the Year and considered that such
mechanisms are effective.

DIVIDEND POLICY

Under the Companies Law of Cayman Islands and the
Memorandum and Articles of Association of the
Company, dividends may be paid out of the profits of the
Company, or subject to solvency of the Company, out of
sums standing to the credit of the share premium account
of the Company. However, no dividend shall exceed the
amount recommended by Directors.

Declaration and recommendation of payment of dividends
of the Company is subject to the approval of the
Directors, depending on results of operations, working
capital, financial position, future prospects, and capital
requirements, as well as any other factors which the
Directors may consider relevant from time to time. Any
future declaration, recommendation and payment of
dividends of the Company may or may not reflect the
historical declarations and payments of dividends and will
be at the absolute discretion of the Directors. The
Company does not have any predetermined dividend
payout ratio.

COMPANY SECRETARY

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 acting 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.

CONSTITUTIONAL DOCUMENTS

During the Year, th