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FINANCIAL HIGHLIGHTS

MEIRE

For the year ended 31 December

BEt-A=T-HLHEE

2018 2017
—E-N\F —T—tF
HK$'000 HK$'000 Change
FHET FHT 23
Revenue WS 19,762,442 20,733,418 -4.7%
Gross profit ES 1,885,553 2,040,167 -7.6%
Profit for the year attributable to ~ ZRA T HEA A
owners of the Company JE (N [EE T 74,190 62,987 +17.8%
EBITDA Tt ST B N 8 A R 1,758,630 1,622,903 +8.4%
EPS (HK cents) BRREM GBI
— Basic — HEK 2.36 2.13 +10.8%
DPS (HK cents) BARAE (GBI
— Interim — R Hf - 1 -100%
— Final — R Ef N/A
- - NEA
— Full Year — 2F - 1 -100%
The directors do not propose the payment of final dividend for the EETE#EBEBEE—_ZT—\F+-A=1+—H1t

year ended 31 December 2018 (2017: nil).
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FINANCIAL HIGHLIGHTS

MEiRE

Basic earnings per share, dividends per share and dividend payout ratio

BREFBRF - SRBRERIKSELR

[ EPSEMAF]  — Dividend payout ratio J& 8.t %
HK cents
i [l DPsERRE
57.43 o

60 o, 15% 46.9% 50
41% 45
50 40
40 35
30
30 25.67 25

0 0% 0
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

* The calculation of basic earnings per share and dividends per share for the year from 2009 to 2010 have been adjusted for the bonus
issued and the share subdivision that have been approved by the shareholders at the extraordinary general meeting held on 19 January
2011.

* ZEENFE T TFERELFBFIRGRREZTEERRRR -E——F— A+ ARTZREGEFAE LS B EITARK
RIFAIEL T EE -

Analysis of EBITDA, gross, operating and net profit margins (%)
REFERBHEARBER  ERNE - LEEFRURAFZEDH (%)

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Net profit margin attributable

Gross profit margin to the owners of the Company

whE EVNST RN e
_ _ __ Operating profit margin EBITDA margin
EedevavilEd 0 ST E T £ A R o
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FINANCIAL HIGHLIGHTS

MEIRE

Turnover by geographical segments

EiME D B D 2 B

7 % OTHERS

2% JAPAN
EE:N
7% EUROPE j\
BN
3% HONG KOR~
B
6% 2018

SOUTH KOREA
[k
75%
CHINA
HE

2% JAPAN
EES 7% OTHERS
H

Aoy

8% EUROPE
BUM

3% HONG KONG
BB
4%
SOUTH KOREA
Mm%

76%
CHINA
W

Turnover by operating segments
RISE DB D 2 LR

61%

39% Electronic consumer products (Note 2)
BT HEER M 2)

LCD products (Note 1)
RN ER (MR 1)

27 % Electronic consumer products (Note 2)
° B EER (5 2)

2017

73%

Note 1: LCD products — manufacture and distribution of LCD products and touch panel products

M ReRBBREER — HEROHERRRBTRHERMEZEFRER

Note 2: Electronic consumer products — manufacture and distribution of electronic consumer products such as CCM,

fingerprint identification modules, personal health care products and electrical devices

M2 : EFHEER — BERDEEFHEER (DI EKIRAE  ESGEREE AARRERNETFRE)
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FINANCIAL SUMMARY

MERHEE

|

RESULTS iR

Year ended 31 December

BZ+-A=t-—HLEE

2014 2015 2016 2017 2018
—“E-pFE —E-HF —TRF —T+F ZB-)N\F
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
T T THET FET THET
Revenue Wz 21,415,651 19,427,118 22,071,521 20,733,418 19,762,442
Gross profit EF 2,486,422 2,121,657 2,195,678 2,040,167 1,885,553
Finance costs HHER (93,890) (102,501) (180,237) (323,108) (353,679)
Profit before tax AR F 1,622,001 1,123,356 872,352 187,288 253,319
Income tax expense FriSBiM% (372,725) (194,509) (195,785) (94,451) (105,106)
Profit for the year REEREF 1,249,276 928,847 676,567 92,837 148,213
Attributable to: AN AT EL
Owners of the Company ARAIEBA 1,118,369 845,422 581,867 62,987 74,190
Non-controlling interests R 130,907 83,425 94,700 29,850 74,023
1,249,276 928,847 676,567 92,837 148,213
Earnings per share BREF
Basic HAR
(HK cents per share) (G 38.41 29.08 20.02 2.13 2.36
ASSETS AND LIABILITIES BERAR

At 31 December

Rt=B=+—-H

2014 2015 2017 2018

—T-mE —T-IfF K “T—t+F ZE-N\F

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

TET FET FET THEL THT

Non-current assets FERBEE 7,945,192 8,604,196 10,099,418 14,371,223 14,154,947

Current assets REEE 10,786,336 9,730,248 13,197,343 12,567,607 10,899,554

Total assets EERE 18,731,528 18,234,444 23,296,761 26,938,830 25,054,501

Bank and other borrowings 877 R H £k 5,437,294 4,882,609 7,227,360 8,457,338 7,193,297

Bonds payable EfES - - 827,456 895,073 850,265

Other liabilities HiaE 5,770,875 5,756,254 7,947,078 9,138,264 8,764,912

Total liabilities BERHE 11,208,169 10,638,863 16,001,894 18,490,675 16,808,474

Net assets BEFE 7,623,359 7,595,581 7,294,867 8,448,155 8,246,027
Equity attributable to owners A T1% A AJEIGTER

of the Company 7,076,906 7,085,517 6,711,475 7,882,771 7,636,576

Non-controlling interests R 446,453 510,064 583,392 565,384 609,451

Total equity eyt 7,523,359 7,595,581 7,294,867 8,448,155 8,246,027

“Z-)\FFR o FERNEBERAE 7



THE CHAIRMAN'S STATEMENT

EFRHEE

Truly International Holdings Limited (the “Company” and, together
with its subsidiaries, the “Group”) has recorded a slightly decrease
in the Group's revenue in 2018 compared with 2017, which cannot
meet our expectation being made last year to maintain the 2018
revenue. The 2018 revenue was decreased by approximately
HK$971 million or 4.7% when compared to 2017 (approximately
HK$20.7 billion). The major reasons for decrease in the 2018
revenue were (i) the PRC domestic mobile phone shipments being
dropped by 15.6% year on year (according to the report from China
Academy of Information and Communication Technology) and (ii)
the depreciation of Renminbi in 2018. In 2018, the Group's revenue
was more than 60% from the PRC domestic sales and invoiced in
Renminbi. Therefore, the Group’s Hong Kong Dollars equivalent
revenue was affected in 2018.

Owing to the depreciation of Renminbi in 2018, the Group’s gross
profit margin and profit attributable to the owners of the Company
was affected accordingly. Besides, other income of the Group for
2018 was decreased by approximately HK$79 million mainly due to
the 2017 government grants of approximately HK$80 million being
non-recurred in 2018; therefore, the profit attributable to owners of
the Company was affected.

For strengthening the Group’s financial position and improving the
Group's general working capital, |, as the Chairman of the
Company, subscribed 168.8 million new ordinary shares
(representing 5.13% of the issued share capital of the Company as
enlarged by the Subscription Shares) of the Company with the
aggregate amount of approximately HK$199 million on 31 July
2018. The shares subscribed by the Chairman has been completed
on 6 November 2018.

The Proposed Spin-off of Truly Shanwei, a PRC subsidiary of the
Company, has not been approved by the Public Offering Review
Committee of CSRC in respect of it's A Share Listing in January
2019. The management has been considering to submit a new
application to CSRC within 2019.

The Huizhou factory, the major associated company of the Group,
has not been improved its significant operating loss in 2018. After
the change of production strategy and sales strategy of Huizhou
factory’'s AMOLED production line since last quarter 2018, the
management is confident that the Huizhou factory's operating
results can be improved in 2019.
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THE CHAIRMAN'S STATEMENT

The Group's fifth generation TFT-LCD production plant in Shanwei
started the trial production period in January 2018. After around 1.5
year trial run and ramping up, the mass production of this fifth
generation TFT-LCD production plant can be expected in second
half of 2019. Thereafter, it can improve the completeness of the
Group’s production capacity on LCD module products and
strengthen the customers’ confidence on the Group.

Besides, the Group's another associated company in Sichuan for
another fifth generation TFTLCD production factory would be
expected to finish its machineries installation in late 2019 or early
2020.

In 2019, it is still very challenging to the Group as the smartphone
industry is still facing the downward trend in early 2019 and Sino-
US trade frictions not yet settled. However, the 5G concept would
bring some opportunities to smartphone industry and non-
smartphone businesses of the Group would continue to grow.
Therefore, the management would expect that the Group's
revenue would have some growth in 2019.

The management would like to express its appreciation to the
Group's bankers, staff and workers for their continuing support and
outstanding contribution. In addition, the management wishes to
extend its gratitude for customers, suppliers and other business
partners.

Lam Wai Wah
Chairman

Hong Kong, 29 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

EHBE WS

The Group is one of the largest manufacturers of smartphone
component parts in China and worldwide top-level automotive
display suppliers. The Group is principally engaged in the
manufacture and sale of liquid crystal display products including
touch panel products and electronic consumer products including
compact camera module, fingerprint identification modules,
personal health care products and electrical devices.

BUSINESS REVIEW

Revenue of 2018 recorded a decrease by 4.7% amounting to
approximately HK$19.8 billion (2017: HK$20.7 billion), which was
mainly attributable to (i) the PRC domestic mobile phone shipments
being dropped by 15.6% year on year (according to the report from
China Academy of Information and Communication Technology)
and (ii) the depreciation of Renminbi in 2018. Therefore, our major
PRC smartphone customers’ sales orders were reduced also and
the smartphone related products’ revenue in 2018 was decreased
accordingly. For nonsmartphone related products’ revenue has still
increased in 2018 by double digits when compared to 2017, but it
was less than the smartphone related products’ revenue amount
being dropped in 2018.

Profit for the year attributable to the owners of the Company was
increased to approximately HK$74 million (2017: approximately
HK$63 million) by 17.8%. Basic earnings per share for the year
increased to 2.36 HK cents from 2.13 HK cents in 2017. No interim
dividend was declared or paid during 2018 (2017: 1 HK cent per
ordinary share). The Board of Directors do not propose the payment
of final dividend for the year ended 31 December 2018 (2017: nil).

The gross profit margin for the year decreased to approximately
9.5% (2017: 9.8%) and net profit margin for the year attributable to
owners of the Company increased to 0.4% (2017: 0.3%). Decrease
in gross profit margin was mainly affected by the keen competition
for the smartphone businesses and the depreciation of Renminbi in
2018. Furthermore, decrease in revenue in 2018 also affected the
net profit margin for the year attributable to owners of the
Company.

The depreciation of Renminbi in 2018 was unfavorable to the

Group, it affected the gross profit margins being decreased and
reduced the total equity of the Group in 2018.

10 Truly International Holdings Limited ¢ Annual Report 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

THEWE S

|

The Group’s LCD business including touch products was about
61% of the Group revenue in 2018. The decrease in LCD business
in 2018 was due to the significant drop in touch products sales for
smartphone related business. Other businesses of the Group
including the sales of compact camera modules, fingerprint
identification products and printed circuit board were 39% of the
Group's revenue in 2018. The significant growth in other
businesses segment of the Group was due to the significant sales
growth in compact camera modules in 2018. LCD business would
continue to be the core business of the Group in coming few years.

In a nutshell, the Group’s smartphone related revenue decreased in
2018 whereas the Group's non-smartphone related revenue
increased in 2018. It would be a good direction to the Group for
enhancing the development of non-smartphone businesses and
improving the profit margins.

The Group continues to put resources in the Group's research and
development by spending around HK$666 million in 2018 (2017:
HK$812 million). During the year, the Group continued to register
many patents related manufacturing process of the PRC factories
of the Group.

Segment Information

Information reported to the Board of Directors of the Company,
being the chief operating decision maker, for the purposes of
resource allocation and assessment of performance focuses on the
sales of different types of products. Inter-segment sales are
charged at prevailing market rates. Thus the Group is currently
organised into two operating segments which are sales of LCD
products and electronic consumer products. The information for
each operating segment is as follows:

manufacture and distribution of LCD
products and touch panel products

LCD products —

manufacture and distribution of
electronic consumer products such
as compact camera module,
fingerprint identification modules,
personal health care products and
electrical devices

Electronic consumer —
products
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MANAGEMENT DISCUSSION AND ANALYSIS

EHE B S

Segment revenues and results

The following is an analysis of the Group’s revenue and results by

operating and reportable segments:

For the year ended 31 December 2018

DEWERFEE
AEEREZERBEDBEDNRBEREEDN

LI

piii

BE—E— ) \F+-_A=+—HIFFZF

Electronic
LCD consumer
products products Segment
REE ETHE total  Eliminations  Consolidated
BTBRER Em SEEE s sy
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THT TET TET TER
REVENUE g
External sales AN 12,070,050 7,692,392 19,762,442 - 19,762,442
Inter-segment sales SHEREE - 239,302 239,302 (239,302) -
12,070,050 7,931,694 20,001,744 (239,302) 19,762,442
RESULT 4
Segment result DEEE 686,423 377,164 1,063,587 (14,738) 1,048,849
Finance costs BMEER (353,679)
Unallocated expenses AOEHY (441,851)
Profit before tax BArE A 253,319
For the year ended 31 December 2017 R —F—+F—H=1—HIFZ
Electronic
LCD consumer
products products Segment
HEE ETHE total  Eliminations Consolidated
BTEER Em FEEE HH RE
HK$'000 HK$000 HK$'000 HK$'000 HK$'000
TER TET THT THER TER
REVENUE [
External sales INE 15,083,343 5,650,075 20,733,418 - 20,733,418
Inter-segment sales SREfEEE - 223,498 223,498 (223,498) -
15,083,343 5,873,673 20,956,916 (223,498) 20,733,418
RESULT %5
Segment result NEEE 850,760 100,354 951,114 (13,765) 937,349
Finance costs BRER (323,108)
Unallocated expenses AOEERE (426,953)
Profit before tax A A 187,288
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MANAGEMENT DISCUSSION AND ANALYSIS

THEWE S

Segment profit represents the profit earned by each segment SDEEHEFIERDEPRITHEIERA EEHSD -
without allocation of central administration costs, directors’ #7444 T AATFEEEHKE(BE)  UKE
salaries, gain (loss) on fair value changes of derivative financial B &RDHEEE N FIZEENS D ETBEEUEF o 1t
instruments, finance costs and share of results of associates. This &A1+ BB REEREUSRER LT HRE
is the measure reported to the chief operating decision maker for  HJFt&E 5% -

the purposes of resource allocation and performance assessment.

Geographical information thEE R

The following table sets out information about (i) the Group's T & () RNEBILZESFAEHE S EHINITE
revenue from external customers by location of customers and (i) P ULas & (i) 25 &£ B 1% & 2 Fr e & 5 S 89 3ER
the Group's non-current assets by location of assets. BEMER

Revenue from

external customers Non-current assets
IHERE F W FRBEE
2018 2017 2018 2017
—E-NF —ET—tF —E-N\F —T—tF
HK$°000 HK$'000 HK$’000 HK$'000
FET FHET FHExT FHET
PRC s 14,731,111 15,736,056 13,959,915 14,221,605
South Korea [EE S 1,274,048 912,926 - -
Hong Kong (country of  #&&
domicile) (A #&i) 655,161 688,524 94,314 80,455
Japan SN 466,045 434,056 - -
Europe B 1,352,908 1,540,453 - -
Others Hih 1,283,169 1,421,403 - -
19,762,442 20,733,418 14,054,229 14,302,060
Notes: MIaE -
(i) Regarding revenue arising from sales to external customers in Europe and (i) IREBUN R EMitE IR HEEREm S « #E
others, no individual countries are material and hence separate disclosure EERNEREEEANMDE  HTEZYBIIEEE
is not required. o
(ii) Non-current assets exclude financial assets at fair value through profit or (ii) ERBEETBIENBRZUATEBEYEZSHE
loss, available-for-sale investments and deferred tax assets. E At ERENEIERBEEE -

“Z-)\FFR o FERNEBERAE 13



MANAGEMENT DISCUSSION AND ANALYSIS

EHBE WS

Outlook

Since the Sino-US trade has not been settled, the global economic
is on the downward trends. Besides, according to report of CAICT,
the PRC domestic mobile phone shipments extended 2018
downward trend to the first two months of 2019. For the two
months ended 28 February 2019, the PRC domestic mobile phone
shipments decreased by 15.1% year on year according to CAICT
report. However, the Group has a good start for the first two
months’ unaudited turnover in 2019 with approximately 14.9%
growth year on year. The management of the Group would lead all
staff and workers to face the challenges and difficulties in 2019.
The Group is confident to have revenue growth in 2019 under
these difficulties. The Group’s smartphone related businesses
would be under pressures but it would be improved along with 5G
smartphone being launched in 2nd half of 2019. The Group's non-
smartphone related businesses are still under growth in 2019.

As the management has implemented some cost down measures
including but not limited to reducing number of workers by
restructuring during 2018. The operating cost would continuously
be reduced in 2019 to strengthen the Group's competitive
capability.

Besides, the Huizhou factory, the major associated company of the
Group, has found a way to improve its operating loss by adopting
right production strategy and sales strategy since last quarter of
2018. Therefore, the management expects its significant
improvement from second quarter of 2019.

Furthermore, the Group's fifth generation TFT-LCD factory in
Shanwei could start mass production during 2019.

Proposed Spin-off Update

The management would like to update the Shareholders and
investors that on 29 January 2019, the Public Offering Review
Committee of CSRC reviewed the application by Truly Shanwei in
respect of it's A Share Listing and did not approve its application.
For detail of it, please refer to the Company’s announcement being
made on 29 January 2019 under the head of “Update on the
Proposed Spin-off and Separate Listing of Truly Shanwei on the
Shenzhen Stock Exchange”.

The management is considering to submit a new application to
CSRC within 2019. Further announcement will be made by the
Company as and when appropriate in compliance with the Listing
Rules.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEIWRRE S

FINANCIAL REVIEW
Revenue

The Group's revenue for the year ended 31 December 2018 (the
“Year") was approximately HK$19,762 million, representing a
decrease of approximately 4.7% or approximately HK$971 million
year on year. The decrease in revenue was mainly attributable by
the decrease in smartphone shipments in the PRC for the Year
compared to 2017 and the depreciation of Renminbi.

Gross Profit and Margin

The Group's gross profit for the year was approximately HK$1,886
million and the gross profit margin was approximately 9.5%, which
was approximately 0.3% lower than that for 2017.

The gross profit margin of the Group has been decreased from
9.8% in 2017 to 9.5% in 2018, because it was mainly affected by
the depreciation of Renminbi in 2018 and keen competition on
smartphone related products business. Major smartphone related
products revenue of the Group was in Renminbi but it's core raw
materials cost mainly in USD. Therefore, the depreciation of
Renminbi would reduce the gross profit margin of the Group’s
smartphone related products.

Furthermore, the 5th generation TFT-LCD production line in the
Shanwei of the Group has started the trial production during the
year, some indirect factory overheads were increased accordingly
in the year. The gross profit and margin during the year were
affected also.

Other Income

The Group's other income for the year was approximately HK$103
million, representing a decrease of approximately 43% or
approximately HK$79 million when compared with 2017. The
decrease in other income was mainly because the government
grant received (approximately HK$80 million) in relation to
development on advance technology in 2017 but not recurred in
the year.

Other Gains or Losses

The Group's other gains or losses for the year was approximately
HK$103 million net other losses, representing an increase of
approximately 47% or approximately HK$33 million when
compared with 2017. The increase in net other losses was mainly
because of net foreign exchange gain being incurred in 2017 but
net foreign exchange loss being incurred in 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Distribution and Selling Expenses

The Group's distribution and selling expenses for the year has been
increased by approximately 7.5% or approximately HK$31 million
to approximately HK$443 million when compared to 2017. The
increase in distribution and selling expenses was mainly attributable
to the increased freight charges.

Administrative Expenses

The Group's administrative expenses for the year has been
decreased by approximately 9.0% or approximately HK$39 million
to approximately HK$396 million when compared to 2017. The
decrease in administrative expenses was mainly attributable to the
tight costs control being implemented in 2018.

Finance costs

The Group’s finance costs for the year has been increased by
approximately 9.5% or approximately HK$31 million to
approximately HK$354 million when compared to 2017. The
increase in finance costs was mainly attributable to the increase in
interest rate of HIBOR and LIBOR in 2018.

Share of results of associates

The Group’s share of results of associates for the year has been
increased by approximately 19.4% or approximately HK$72 million
to approximately HK$444 million when compared to 2017. The
increase in share of loss of associates was mainly attributable to
the major associate, Truly Huizhou, incurred more operating loss in
2018.

Income Tax Expenses

Pursuant to the relevant law and regulations in the PRC, two of the
Company’s PRC major subsidiaries were continuously approved as
Hi-Tech Enterprise and entitled to 15% PRC enterprise income tax
for three years from 2015 to 2017. These two major subsidiaries
are now in the process of applying the 15% preferential tax
treatment for further three year with effect from 1 January 2018.
Accordingly, PRC Enterprise Income Tax is provided at 15% for the
year ended 31 December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Profit for the Year Attributable to Owners of the
Company

The profit for the year attributable to owners of the Company was
improved to approximately HK$74 million by approximately of
17.8% or HK$11 million when compared to 2017. The profit
improvement was mainly attributable to net effect of (i) the oneoff
full provision for bad and doubtful debts of a specific customer, net
of insurance compensation, (approximately HK$414 million) in
2017, which did not have similar event being recurred in year; (ii)
the government grant received (approximately HK$80 million) in
the first half of 2017 but not recurred in the year; (iii) share of
losses of associates in 2018 being increased; and (iv) the
appreciation of Renminbi in 2017 but depreciation in 2018.

Significant Investments, Acquisitions, Assets and
Liabilities

Update on investment in a major associate — Truly (Huizhou) Smart
Display Limited* (157 (2= M ) & 8 8 R AR 2 &) (“Truly Huizhou”)
The associate has incurred significant operating loss approximately
of HK$747 million in 2018, which 59.7039% loss shared by the
Group for the Year; and affected the Group’s results accordingly.
The management expected that the associate would significantly
reduce its operating loss in 2019 as the change of production
strategy and sales strategy of Huizhou factory’'s AMOLED
production line being adopted since the forth quarter of 2018.

For the bank loans obtained by the associate with the guarantee
provided by the Group in November 2015, the associate has started
to repay by semi-annually instalments in November 2017. As at 31
December 2018, the associate has the outstanding loan amount of
approximately RMB1,589 million plus approximately USD79 million.

Update on the Shanwei 5th generation TFT-LCD Production Line progress
The 5th generation TFT-LCD production line factory in Shanwei has
been completed in the fourth quarter of 2017. It was started trial
production period in 2018 and expect the mass production starting
in the second half of 2019.

RABERE ARG FERR

ARRBEAEANBBEAFREENBE -_F—LFEER
#17.8% 0N EETELR 07488 T  imFk
EXTEMRUATERZFFE (IR —LF
R ER P Z REREH —RIE2BBHE (HIR R
BEE(E) 0414887 - MRAFERAIRE BIRE
ERUEMH R T —EF L FWRIBAEZ
BE#00.80 878 7T - MM AF E RIRA HIRYER :
(i) DEHERARBER -T— \FEZMN: K&iv
ARER-_Z—tFHEIR T \FRE-

BEARE WK -EERERE

ERREEEHEQT — R (EM ERETE
RAR (MEFEM]) Z&HHE
ZBERRN T \FREERELEIRN7.47
BB HRAKEFARDHET59.7039% &
B BEEXEEEXIZE BEEMNEEAR
)\ FENFERKBAEAMOLED £ ER
HERENHERE  EEERMZBE QRN
EEREEBEREN T NFRERD

HHMENRR T —AFt+—ANSHEAEEIR
HERZBTER  TE-_ZT—+tF+—AKEE
FtEHHEE - RZT—N\F+=ZA=+—8"
ZHMENREAEEERSENARKE15.89187T
BIN#10.798 =TT -

FRLREERERTFT-ICDEERZBHER
WEEARTFT-LCOAESRBEER T —tF
FOFEEK TR N\FEAREH 7
HR-_Z-NFTHEFRAEE -

“Z-)\FFR o FERNEBERAE 17



MANAGEMENT DISCUSSION AND ANALYSIS

EHBE WS

Litigation in relation to Investment in Leshi Zhixin

In February 2017, Truly Electronics Manufacturing Limited ({5 %%
F B BB A &) (“Truly Electronics”), an indirectly wholly-owned
subsidiary of the Company, entered into an investment agreement,
pursuant to which Truly Electronics conditionally agreed to acquire
in aggregate of 2.3438% equity interest in Leshi Zhixin Electronic
Technology (Tianjin) Limited* (2R BN E FRHE (KE)ERAR])
(“Leshi Zhixin") at a consideration of RMB720,000,000. The first
instalment of the consideration in the amount of RMB240 million
was paid in March 2017. Subsequently, as the Company's
management considered that a condition of the relevant
investment agreement has been breached by Leshi Zhixin and/or
Leshi Holding (Beijing) Co., Ltd.* (2R 5% (L 7) BR A A]) (“Leshi
Holding"”), Truly Electronics suspended the payment of the
remaining instalments of the consideration in the amount of
RMB480 million and terminated the said investment agreement in
July 2017. In August 2017, Truly Electronics (as plaintiff) filed a civil
complaint against Leshi Zhixin and Leshi Holding (as defendants) to
seek rectification of the breach by Leshi Zhixin and Leshi Holding
and refund of the first instalment of RMB240 million paid by Truly
Electronics. For further details, please refer to the Company’s
announcements dated 29 August 2017 and 23 March 2018, and
the 2017 Annual Report of the Company.

The first hearing by the court of the said case has been completed
on 4 June 2018 in Beijing. The Group has been informed by the
Group’s PRC lawyer that a decision letter issues by the relevant
count has been received in August 2018, which the court has
decided to turn down the Group’s civil complaint in relation to the
dispute on the investment agreement. Subsequently, the Group
has lodged an objection to the relevant court in Beijing on 31
August 2018 and received a favourable decision on 9 January 2019
to instruct the court of first instance to process this case again.

Further announcements will be made by the Company as and
when appropriate in compliance with the Listing Rules.

Update on investment in an associate, Truly (Renshou) High-end Display
Technology Limited* (I (1= ) S B AR AR A F) (“Truly
Renshou”)

The Group has contributed RMB500 million by cash to Truly
Renshou during 2017 according to the relevant agreements. Truly
Renshou has completed the building construction of the fifth
generation of TFT-LCD factory in Renshou in 2018 and the
installation of the machineries would be completed in late 2019.
The trial production of the factory would be started in 2020 by the
management’s estimation.
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Update on Major Transaction Formation of the AMOLED JV Company

On 14 July 2017, Truly Electronics Manufacturing Limited ({5 &
FAEBRAT]), a company incorporated in the PRC and an indirectly
wholly-owned subsidiary of the Company, entered into the
AMOLED JV agreement in relation to the formation of the
AMOLED JV Company in Renshou County, Meishan City, Sichuan
Province, the PRC as the project company for the AMOLED
Project. The total investment of the AMOLED JV Company will be
RMB27,900 million and production facilities for the sixth generation
of AMOLED will be established. The Group will contribute
RMB2,000 million for 13.3% equity interest. For detail of it, please
refer to the announcement of the Company, Major Transaction
Formation of the AMOLED JV Company, dated 14 July 2017.

As additional time is required for preparing and finalizing certain
information to be included in the Circular, the dispatch of the
Circular has been further delayed to a date on or before 31 May
2019. For detail of it, please refer to the announcement of the
Company, Further Delay in Despatch of Circular in Relation to A
Major Transaction for the Formation of the AMOLED JV Company,
dated 20 March 2019.

Further announcements will be made by the Company as and
when appropriate in compliance with the Listing Rules.

Potential Breaching and Breaching of Certain Banks and
Other Borrowings Agreements

In early June 2018, the Company has estimated that the Group
might potentially breach certain financial covenants in relation to
certain ratios of net borrowings of some bank loan agreements for
the testing date on 30 June 2018. It was mainly because the
relevant financial covenants are tightened up gradually from 2018
to 2020. Therefore, the Group had written to lenders requesting for
a waiver for complying with these financial covenants (i.e. the
requirement of the ratio of the adjusted consolidated net
borrowings (excluding (to the extent included) the related party
contingent liabilities) of the Group to its consolidated tangible net
worth and the ratio of the consolidated net borrowings of the
Group to its consolidated tangible net worth be no more than
0.80:1 and 1:1, respectively) for the testing date on 30 June 2018
as mentioned above in early June 2018 and had successfully
received the lenders’ consent on 30 June 2018. Therefore, no
reclassification of the relevant borrowings under the non-current
liabilities to the current liabilities in the Company’s condensed
consolidated statement of financial position as at 30 June 2018 is
required under the relevant accounting standards.
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Besides, in early December 2018, the Company has estimated that
the Group might potentially breach certain financial covenants in
relation to certain ratios of net borrowings and EBITDA to Interest
expense of some bank loan agreements for the testing date on 31
December 2018. The Company has received the lenders’ waiver
approval in March 2019. However, as the waiver approval has been
obtained after 31 December 2018; therefore, reclassification of the
relevant borrowings with the amount of HK$2,311 million under
the non-current liabilities to the current liabilities in the Company’s
consolidated statement of financial position as at 31 December
2018 is required under the relevant accounting standards.

The management would continuously seek other measures to
improve the Group's financial ratios thereafter.

Equity Funds Raising by Shares Subscription

On 31 July 2018, the Company entered into the Subscription
Agreement with the Subscriber, the Controlling Shareholder of the
Company, pursuant to which the Subscriber has conditionally
agreed to subscribe for and the Company has conditionally agreed
to allot and issue 168,800,000 new Shares at the Subscription Price
of HK$1.18 per Subscription Share to the Subscriber. For detail,
please refer to the announcement of the Company dated 31 July
2018 in relation to (1) Connected Transaction in relation to
subscription of new shares by the controlling shareholder; (2)
proposed share issuance under specific mandate; and (3)
application for whitewash waiver.

The shares subscribed by the Chairman has been completed on 6
November 2018. For detail of it, please refer to the announcements
of the Company dated 6 November 2018.

Liquidity and Financial Resources

The Group's assets have been decreased by approximately
HK$1,884 million and liabilities have been decreased by
approximately HK$1,682 million during the year.

As at 31 December 2018, the outstanding bonds payable and bank
and other borrowings, net of restricted bank deposits, cash and
bank balances, were approximately HK$6,821 million (2017:
approximately HK$5,756 million). It was increased by approximately
18.5% when compared to these net borrowings as at 31 December
2017. These borrowing bear interest at prevailing market rate and
their maturity profiles are shown in the financial statements. For
non-current portion of these borrowings were matured within 5
years.
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As at 31 December 2018, the Group had net current liabilities of
approximately HK$4,927 million (as at 31 December 2017, net
current liabilities of approximately HK$893 million) and its current
ratio decreased to 0.69 times as at 31 December 2018 from 0.93
times as at 31 December 2017. The major reason for the increase
in net current liabilities position as at 31 December 2018 is the
reclassification of the relevant borrowings with the amount of
HK$2,311 million under the non-current liabilities to the current
liabilities after breaching of certain bank and other borrowing
agreement as at 31 December 2018. The management would try
their best to make more long-term loans refinancing and other
measures to improve the net current liabilities position in 2019.

As at 31 December 2018, the Group has restricted bank deposits,
cash and bank balances approximately HK$1,222 million together
with adequate unutilized banking facilities. The Group’s working
capital is mainly financed by internal cash flow generate from its
operation and banking facilities granted by financial institutions. The
gearing ratio based on total interest bearing debts, net of restricted
bank deposits, cash and bank balances was approximately 89%,
which has increased from 73% at 31 December 2017.

Material Acquisitions and Disposals

Save as disclosed above, the Group had no material acquisitions or
disposal of subsidiaries and associated companies for the year
ended 31 December 2018.

General

The state of the Group's current order books is strong.

Additions to fixed assets mainly in construction in progress,
furniture, fixture and equipment and plant and machinery were
approximately HK$2,267 million. As at 31 December 2018, the
Group had no pledge or mortgage on its fixed assets.

Around 16,000 workers and staff are currently employed in our
Shan Wei factory in China and around 100 personnel in the Group’s
Hong Kong office. Total staff costs for 2018 were approximately
HK$1,840 million.
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Capital Commitments

Capital expenditure commitment of around HK$419 million in
respect of acquisition of property, plant and equipment was
contracted for but not provided as at 31 December 2018.

Contingent Liabilities

A claim against a subsidiary of the Group for Euro7.2 million in
aggregate being disclosed in the 2017 annual report, which has
rejected by the Court’s decision dated 9 May 2018. This Court
decision has become final by the end of June 2018 without any
appeal made by the plaintiff. Therefore, the Group need not pay to
the plaintiff in this claim.

In addition, at 31 December 2018, the Group has given corporate
guarantee for bank borrowings granted to the associate (Truly
(Huizhou) Smart Display Limited ({5 % (M) E LB R B R 2 Al)
with the borrowing limit at approximately HK$3.42 billion and the
bank loans with the amount of approximately HK$2.43 billion were
withdrawn by the associate.

Furthermore, at 31 December 2018, the other shareholder of the
associate provided corporate guarantee to the above bank
borrowings in proportion to its respective ownership interest
amounting to approximately HK$804 million (2017: HK$836 million).
A counter-indemnity in favour of the other shareholder is executed
pursuant to which the Group undertakes to indemnify the other
shareholder approximately 23.5% (2017: 23.5%) of the liabilities
arising from the bank borrowings.

The directors assess the risk of default of the associate at the end
of reporting period and consider the risk to be insignificant and it is
less likely that any guaranteed amount will be claimed by the
counterparties.

Besides, the Company has recently received three notices of
response to action from the Court according to which, on 31
October 2018, 6 November 2018 and 7 November 2018, the
Claimant, Shenzhen Goodix Technology Co., Ltd. (I FE TE A%
R4 FR S /1) filed three civil complaints (the “Civil Complaints”)
against the Defendants including a non-wholly owned subsidiary of
the Company, namely, Truly Opto-Electronics Limited* ({& ¢ &
et A FRA F] ) (as 2nd defendant) (“Truly Shanwei”, together with
the 1st defendant and 3rd defendant in the Civil Complaint, the
“Defendants”). The Claimant alleged that the acts of the
Defendants such as production, sale and promise to sale of optical
fingerprint identification modules, lens components and chips
without authorization from the Claimant caused an infringement
upon the Claimant’s patents.
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In each of the Civil Complaints, the Claimant sought a judgment
from the Court to order that:

(1) the Defendants shall immediately cease all acts of patent
infringement including but not limited to ceasing production,
sale and promise to sale of all products which are subject to
the alleged infringement;

(2) the Defendants shall immediately destroy the
abovementioned products;

(3)  Truly Shanwei and the 1st defendant shall be jointly liable for
compensating the economic loss suffered by the Claimant in
the sum of RMB50,000,000 (three civil complaints in
aggregate of RMB150 million), and the reasonable expenses
incurred by the Claimant in seeking an injunction against the
infringement acts in the sum of RMB500,000 (three civil
complaints in aggregate of RMB1,500,000); and

(4)  the Defendants shall be liable for the litigation expenses in
relation to the Civil Complaint.

For detail of these three litigations, please refer to the
Announcements of the Company dated 20 November 2018 and 13
December 2018.

As at the date of this announcement, the Civil Complaints are still
pending and no hearing date has been fixed. Currently, all business
operations of the Company remain normal. The Civil Complaints
have no material impact on the business operations and the
solvency of the Company.

The Company will, in accordance with the applicable laws, make
every effort to protect its interests and its shareholders’ interests,
and will keep the shareholders of the Company informed of any
material progress on the Civil Complaints by way of further
announcement(s) as and when appropriate.

The directors believe, based on legal advice that the case has legal
and factual grounds to defended and therefore it is not probable
that losses including claims for costs will be incurred. As a result,
no provision has been made at the end of the reporting period in
this regard.

Exposure to fluctuations in exchange rates will be considered to
hedge, if any.
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OTHER INFORMATION
Dividends

The directors do not propose the payment of final dividend (2017:
nil) for the year ended 31 December 2018 and no interim dividend
(2017: 1 HK cent per share) has been declared.

The total dividend payout ratio for the year was zero.

Closure of Register of Members

For determining the entitlement to attend and vote at the 2019
Annual General Meeting, the Register of Members will be closed
from Tuesday, 28 May 2019 to Thursday, 30 May 2019, during the
period no transfer of shares can be registered. In order to be
eligible to attend and vote at the AGM, all transfers accompanied
by relevant share certificates must be lodged with the Company’s
Branch Share Registrar, Tricor Secretaries Limited, at Level 22,
Hopewell Centre, 183 Queen’'s Road East, Hong Kong for
registration not later than 4:30 p.m. on Monday, 27 May 2019.

Customers and suppliers

In the year under review, sales to the five largest customers
accounted for approximately 50% of the total sales of the Group
and purchases from the five largest suppliers accounted for
approximately 25% of the total purchases of the Group.

For the year ended 31 December 2018, our largest customer
accounted for approximately 23% of the total sales of the Group.

For the year ended 31 December 2018, our largest supplier
accounted for approximately 8% of the total purchases of the
Group.

As at 31 December 2018, none of the directors, their associates, or
any shareholders which to the knowledge of the directors owned
more than 5% of the Company's issued share capital had any
beneficial interests in the Group's five largest customers and/or
five largest suppliers mentioned in the preceding paragraph.
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DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the directors of the Company and senior
management of the Group are set out as follows:

Mr. Lam Wai Wah, aged 66, is the Chairman and Managing
Director of the Company. He is the founder of the Group and has
over 40 years of experience in the electronics industry. He is
primarily responsible for the formulation of the Group's overall
strategic planning and business development.

Mr. Wong Pong Chun, James, aged 60, is an Executive Director of
the Company and the Chief Operating Officers of the Group. He is
responsible for the Group's operations in respect of internal
controls and risk management, investors’ relationship and external
affairs. He joined the Group in 1987.

Mr. Ma Wai Tong, aged 47, is an Executive Director of the
Company, the Chief Financial Officer and the Company Secretary
of the Group and the Company respectively since he joined the
Group in January 2011. He is primarily responsible for financial and
accounting management affairs of the Group. Mr. Ma is also a vice
chairman and deputy general manager of a subsidiary of the
Company. He had more than 20 years of auditing, accounting and
financing experience including four years with major international
accounting firms and over ten years in senior accounting positions
in various industries. Mr. Ma has been an independent
Non-executive Director of Rosan Resources Holdings Limited
(stock code: 00578) listed in Hong Kong and he is a member of the
Hong Kong Institute of Certified Public Accountants. Mr. Ma holds
a Bachelor’'s degree in Accountancy and a Master’'s degree of
Professional Accounting from the Hong Kong Polytechnic
University.
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Mr. Song Bei Bei, age 42, is an Executive Director of the Company,
a vice president and the purchasing and procurement director of
the Group. He is responsible for the Group's raw material purchase
affairs. Mr. Song is also a director of a subsidiary of the Company.
Mr. Song joined the Group in 2001 as a design engineer in research
and development department and was promoted to project
manager and senior project manager during 2005 to 2013. During
the period from 2014 to 2018, Mr. Song was further promoted to a
senior management position of the Group. He graduated from the
North China Institute of Technology with a Bachelor’'s Degree in
Mechatronic Engineering.

Mr. Dai Cheng Yun, age 45, is an Executive Director of the
Company, a vice president and the Factory Chief Operating Officer
of the Group. He is responsible for the Group's factory operating
affairs. Mr. Dai is also a director of a subsidiary and a vice chairman
of an associate of the Company. He graduated from the Hunan
University of Commerce with a Bachelor of Marketing Degree. Mr.
Dai joined the Group in 2000 as a team head of technicians and
was promoted to a senior management position during the period
from 2006 to 2018.

Mr. Cheung Wing Cheung, age 48, is an Executive Director of the
Company. He holds a Master of Philosophy Degree and a Bachelor
of Engineering Degree from The University of Hong Kong, and a
Bachelor of Laws Degree from the University of London. He is
responsible for overseas sales and marketing affairs (excluding
handheld phone products) of the Group. Mr. Cheung Wing Cheung
has been serving the Group since year 2000 and in the senior
management position for more than 10 years. Before joining the
Group, he worked for the technical position from a multi-national
technology company.

Mr. Chung Kam Kwong, aged 61, is an Independent Non-executive
Director of the Company and the Chairman of the Group’s Audit,
Remuneration and Nomination Committees. He is a practising
Certified Public Accountant in Hong Kong, fellow member of the
Hong Kong Institute of Certified Public Accountants, member of
Australian Society of Certified Practising Accountants and a
member of the Macau Society of Certified Practising Accountants.
Mr. Chung has extensive experience in accounting and financial
management and has been the independent Non-executive
Director, management consultant and Company Secretary of a
number of listed companies in Hong Kong.
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Mr. Ip Cho Ting, Spencer, aged 60, is an Independent Non-
executive Director and members of the Group's Audit,
Remuneration and Nomination Committees. He is the holder of a
Bachelor of Science degree from the University of Wisconsin,
Green Bay, U.S.A. Mr. Ip is a Fellow Chartered Financial
Practitioner. He is the Senior Financial Planning Consultant of a
professional insurance company in Hong Kong. Mr. Ip is also an
Accredited Mediator of the Hong Kong International Arbitration
Centre.

Mr. Heung Kai Sing, aged 70, is an Independent Non-executive
Director and members of the Group’s Audit, Remuneration and
Nomination Committees. He has experience in textile industry.

Mr. Cheung Tat Sang, aged 63, is a Marketing Director of the
Company. He is responsible for the sales of the Group’s LCD
products and other electronic components. Prior to joining the
Group in 1989, he had been the sales manager for a number of
electronics companies for over 10 years.

Mr. Li Jian Hua, aged 55, is a Managing Director of a PRC
subsidiary of the Company, Truly Opto-Electronics Limited. Mr. Li
graduated from the Jilin University of Technology and Engineering
Management in 1987 and joined the group in 1989. Prior to joining
the Group, he worked in a multinational motor car manufacturer in
Guangzhou City, the PRC for almost two years.

By order of the Board
Lam Wai Wah
Chairman

Hong Kong, 29 March 2019
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The directors present their annual report and the audited financial
statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Its
subsidiaries are principally engaged in the manufacture and sale of
liquid crystal display products including touch panel products and
electronic consumer products including compact camera module,
fingerprint identification modules, personal health care products
and electrical devices.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 54.

No interim dividend has been paid or declared during the year
ended 31 December 2018.

The directors do not propose the payment of the final dividend for
the year ended 31 December 2018.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired plant and machinery amounting
to HK$1,030,293,000 and furniture, fixtures and equipment
amounting to HK$114,272,000 for the purpose of expanding its
manufacturing capacity in Shan Wei City, Guangdong Province in
the People’s Republic of China.

Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 17 to
the consolidated financial statements.

SHARE CAPITAL

Details of movements during the year in the issued share capital of
the Company are set out in note 35 to the consolidated financial
statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY

The Company's reserves available for distribution to shareholders
as at 31 December 2018 were as follows:

F LB S kR

RZE-—N\F+_A=+—H ARFAIDKT
PR T

2018 2017

—E-N\EF —E—tF

HK$’000 HK$'000

FHET FHEIT

Share premium &1 =B 1,395,441 1,200,575
Special reserve ERIEE 17,410 17,410
Retained profits IR & A 185,068 148,052
1,597,919 1,366,037

Under the applicable laws of the Cayman lIslands, the share
premium of the Company is available for distributions or paying
dividends to shareholders subject to the provisions of its
Memorandum or Articles of Association and provided that
immediate following the distribution or paying dividend the
Company is able to pay its debts as they fall due in the ordinary
course of business.

The special reserve of the Company represents the difference
between the net book values of the underlying assets of the
Company'’s subsidiaries acquired at the date on which the shares
of these companies were acquired by the Company, and the
nominal amount of the Company's shares issued for the
acquisitions.
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Directors

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

Executive directors:

Lam Wai Wah

Wong Pong Chun, James

Cheung Tat Sang (resigned on 8 November 2018)

Ma Wai Tong (appointed on 8 November 2018)

Song Bei Bei (appointed on 8 November 2018)

Dai Cheng Yun (appointed on 8 November 2018)
Cheung Wing Cheung (appointed on 8 November 2018)

Non-executive director:

Li Jian Hua (resigned on 8 November 2018)

Independent non-executive directors:

Chung Kam Kwong
Ip Cho Ting, Spencer
Heung Kai Sing

In accordance with Articles 100 and 120 of the Company’s Articles
of Association, Wong Pong Chun, James, Ma Wai Tong, Song Bei
Bei, Dai Cheng Yun, Cheung Wing Cheung and Chung Kam Kwong
retire and, being eligible, offer themselves for re-election.

The independent non-executive directors are subject to retirement
by rotation in accordance with the above articles.

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or its
subsidiaries which is not determinable by the Group within one
year without payment of compensation (other than statutory
compensation).

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.
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DIRECTORS’ INTERESTS IN SHARES AND EFEZRREREGDER
UNDERLYING SHARES

At 31 December 2018, the interests of the directors and their WRZZE—\F+_A=+—H BEARAQFIER
associates in the shares and underlying shares of the Company and 3% N A S 1605 352 (& FTiR1E 2 B sC M Frac 8%
its associated corporations, as recorded in the register maintained S(iRIE LT AR EFEITHEF L HIEETE|AE
by the Company pursuant to Section 352 of the Securities and M@ KA REBHAELSHER AT ZEER -
Futures Ordinance, or as otherwise notified to the Company and EZRHEBE ABEE ZAQ G RERE LB 2K
The Stock Exchange of Hong Kong Limited pursuant to the Model {5 AR (D HEZS AT ¢

Code for Securities Transactions by Directors of Listed Companies,

were as follows:

Long positions R
(a) Ordinary shares of HK$0.02 each of the Company (a) ALQATERMEEO2EBTZEER

Percentage of

Number of issued the issued share
ordinary shares capital of
Name of director Capacity held the Company
FrisE 817 AR T 2B BT
EEHE &1 ZRERHAE BAEBFDL
%
Lam Wai Wah Beneficial owner 1,441,852,000 43.84
MEE E=AA
Held by spouse (note 1) 74,844,000 2.28
M ERA (1)
1,616,696,000 46.11
Wong Pong Chun, James Held by spouse (note 2) 1,650,000 0.05
|mHAE M EREEE (FE2)
Song Bei Bei Beneficial owner 228,000 0.01
REE EnlAA
Dai Cheng Yun Beneficial owner 202,000 0.01
HKE ERAA
Cheung Wing Cheung Beneficial owner 566,000 0.02
RERHE EnlAA
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(b) Registered capital of the associated corporation of (b) ZAATEEEEZEMER

the Company

Truly Opto-Electronics Limited (“Truly Shanwei”) (Note 3) ERRERGAERAF(EFWLED (HEE3)

Percentage of

paid up registered

Registered capital capital of Truly

Name of director Capacity contributed (RMB) Shanwei

RHEMER HEFLEZ#Z

EEHE 514 (AR®) EMERT DL

%

Lam Wai Wah Beneficial owner 647,360 0.1904

MEZE EnEEA

Wong Pong Chun, James Beneficial owner 2,590,120 0.7618

|mHE EnlEEA

Ma Wai Tong Beneficial owner 396,100 0.1165

BEE EnEEA

Cheung Wing Cheung Beneficial owner 324,020 0.0953

SRERTE EmEEA

Notes: ik

1. Lam Wai Wah is deemed to be interested in 74,844,000 ordinary 1. MEEEW AR B A 74,844,000 A H il (B8
shares of the Company, being the interests held beneficially by his HRABRFEZARREBREL
spouse, Chung King Yee, Cecilia.

2. Wong Pong Chun, James is deemed to be interested in 1,650,000 2. =B IWAR BB 1,650,000 i A AL BEE
ordinary shares of the Company, being the interests held BERFE AR ERRER
beneficially by his spouse, Lai Ching Mui, Stella.

3. Truly Opto-Electronics Limited, a company registered in the 3. ERAERNERDT (RFEARKLMET
People's Republic of China, is an indirect non-wholly owned Mz R8) ARRRZEEIEZEMBAT -

subsidiary of the Company.

Other than as disclosed above, none of the directors nor their B EXEEEN RZT—-—NF+_A=+—H "
associates had any interests or short positions in any shares and & & ok HEF 8 ABLEEE B A2 7 =  E I8
underlying shares of the Company or any of its associated JABZEMRG RMABARGD 2 EREZRSAR o
corporations as at 31 December 2018.
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SHARE OPTIONS

During the year, the Company has not adopted any share option
scheme.

ARRANGEMENT TO ACQUIRE SHARES OR
DEBENTURES

Other than as disclosed above under the heading “Directors’
Interests in Shares and Underlying Shares”, at no time during the
year was the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2018, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
Securities and Futures Ordinance shows that other than the
interests disclosed above in respect of Lam Wai Wah, the
Company has not been notified of any other relevant interests or
short positions in the issued share capital of the Company.

Other than as disclosed above, the Company has not been notified
of any other relevant interests or short positions in the issued share
capital of the Company as at 31 December 2018.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by
the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided by
the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

The Company has not yet adopted new share option scheme
during the year.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's
Articles of Association, or the laws of Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis
to existing shareholders.

PURCHASES, SALES OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company's listed securities during the
year ended 31 December 2018.

MODEL CODE

None of the Directors of the Company is aware of information that
would reasonably indicate that the Company was not in the year
under review in compliance with the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Rules Governing the Listing of Securities (the “Listing
Rules”) on the Stock Exchange of Hong Kong Limited.

AUDIT COMMITTEE

The Company has an Audit Committee which was established in
accordance with the code provisions of the Corporate Governance
Code (the “Code”) for the purposes of reviewing and providing
supervision over the Group's financial reporting matters, risk
management and internal controls. The annual results of the Group
for the year ended 31 December 2018 has been reviewed by the
Audit Committee.

The Audit Committee comprises Mr. Chung Kam Kwong, Mr. Ip
Cho Ting, Spencer and Mr. Heung Kai Sing, with Mr. Chung Kam
Kwong as chairman of the Audit Committee. They meet at least
four times a year.

The Group has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive directors are independent.
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REMUNERATION AND NOMINATION
COMMITTEES

The Company has a Remuneration Committee and a Nomination
Committee respectively which were established in accordance
with the relevant requirements of the Code. The two Committees
are chaired by Mr. Chung Kam Kwong, an independent non-
executive director and comprise three other members, namely Mr.
Ip Cho Ting, Spencer and Mr. Heung Kai Sing, being independent
non-executive directors and Mr. Wong Pong Chun, James, an
executive director of the Company.

CORPORATE GOVERNANCE

The Board considers that good corporate governance of the
Company is essential to safeguarding the interests of the
shareholders and enhancing the performance of the Group. The
Board is committed to maintain and ensure high standards of
corporate governance. We have complied with all the applicable
code provisions set out in the “Corporate Governance Code”
contained in Appendix 14 of the Listing Rules throughout the year
ended 31 December 2018, except for a major deviation as below:

o Code Provision A.2.1 — The roles of the Chairman and the
Chief Executive are not separated and are performed by the
same individual, Mr. Lam Wai Wah. The Board will meet
regularly to consider major matters affecting the operations
of the Company. The Board considers that this structure will
not impair the balance of power and authority between the
Board and the Company’s management and believes that this
structure will enable us to make and implement decisions
promptly and efficiently.

o Code Provision A.6.7 — Mr. Heung Kai Sing, an independent
non-executive director of the Company and Mr. Li Jian Hua, a
non-executive director of the Company (resigned on 8
November 2018), were unable to attend the annual general
meeting of the Company and the extraordinary general
meeting held on 30 May 2018 and 29 October 2018
respectively due to prior business commitments.

The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure that
business activities and decision-making processes are regulated in
a proper and prudent manner. More details are contained in the
separate Corporate Governance Report on pages 37 to 46.
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SUFFICIENCY OF PUBLIC FLOAT LRBFRERUEE

The Company has maintained a sufficient public float throughout ARARREZE-_ZE—N\F+_A=+—HILLFE
the year ended 31 December 2018. AN—EHBRM L ARIERE -

DONATIONS o EA

During the year, the Group made charitable and other donations R4 K - AN E48 4 5 511,880,000 T2 36 =
amounting to HK$11,880,000. REMIBE

AUDITORS = BIE

A resolution will be submitted to the Annual General Meeting of HEAAFZREFAFAES FHIRE —TBRER
the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as A EFFEFE/EE) o (=R S HEI/TEERD T

auditors of the Company. IZBRRT— B o

On behalf of the Board REEFE

Lam Wai Wah E4

CHAIRMAN MEE

Hong Kong, 29 March 2019 5B ZE-NF=A=+TANAB
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BOARD OF DIRECTORS AND BOARD COMMITTEES
The Board

The Board was responsible for the Company’'s corporate
governance, and was ultimately accountable for the Company’s
activities, strategies and financial performance.

The Board was mainly responsible for formulating and approving
the business strategies, objectives, policies and plans of the
Company, and monitoring the execution of the Company's
strategies. It was also responsible for overseeing the operating and
financial performance of the Company and establishing appropriate
risk control policies and procedures in order to ensure that the
strategic objectives of the Company are materialized. In addition,
the Board was also responsible for improving the corporate
governance structure and enhancing communications with
shareholders.

The Board has delegated the responsibilities for the execution of
strategies and decision-making for day-to-day operation of the
Company to the management team headed by the Managing
Director, Mr. Lam Wai Wah.

The management reported regularly to the Board on the operating
and financial performance of the Company. Development,
expansion and other major capital expenditure and commitment, as
well as major financing decisions were all reviewed and approved
by the Board.

Connections between members of the Board

None of the members of the Board have any connections (including
financial, business, family relationship and other material/related
relationships) with each other during the period under review.

Director’s dealing in securities

Having made specific enquiry of all the Directors, the Company
confirmed that all Directors had complied with their obligations
regarding dealings in securities under the Model Code set out in
Appendix 10 of the Listing Rules during the period under review.

Non-executive directors

The non-executive Directors were not appointed for a specific term
but were subject to retirement by rotation in accordance with the
Company'’s Articles of Association.
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Independent non-executive Directors

The Company has received confirmation from each of the
independent non-executive Directors as regards his independence
to the Company and considered that each of the independent non-
executive Directors was independent to the Company during the
period under review.

Directors’ Training

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant. All directors are encouraged to attend relevant training
courses at the Company's expenses. The Company has been
encouraging the directors to participate continuous professional
development courses and seminars organized by professional
institutions or professional firms and reading materials on relevant
topics so that they can continuously update and further improve
their relevant knowledge and skills.

In addition, the Company Secretary reports from time to time the
latest changes and development of the Listing Rules, corporate
governance practices and other regulatory regime to the Directors
with written materials.

Board committees

The Board was supported by three Board Committees. Each Board
Committee has its own responsibilities, power and functions. The
chairman of the respective Board Committees reported to the
Board from time to time and made recommendations on matters
discussed when appropriate.

Remuneration Committee

The Company has established the remuneration committee (the
“Remuneration Committee”) in compliance with the Listing Rules.
The Remuneration Committee is governed by its terms of
reference, which have been revised by the Board on 26 March
2012 pursuant to the CG Code, setting out the Remuneration
Committee’s authority, duties and responsibilities are available on
the websites of the Company and the Stock Exchange.

The Remuneration Committee is chaired by Mr. Chung Kam
Kwong, an independent non-executive director and comprise three
other members, namely Mr. Ip Cho Ting, Spencer and Mr. Heung
Kai Sing, being independent non-executive directors and Mr. Wong
Pong Chun, James, an executive director of the Company.
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The primary duties of the Remuneration Committee are to make
recommendations to the Board on the Company’'s policy and
structure of the remuneration of the directors and senior
management and the specific remuneration packages of all
executive directors and senior management. Details of the
remuneration of each of the directors for the year are set out in
Note 13 to the consolidated financial statements.

Four meetings were held during the year by the Remuneration
Committee to review the remuneration packages and assess the
performance of executive directors and the director’s fees of the
independent non-executive directors. All members of the
Remuneration Committee attended the said meeting.

Nomination Committee

The Company has established the nomination committee (the
Nomination Committee”) in compliance with the Listing Rules. The
Nomination Committee is governed by its terms of reference,
which have been revised by the Board on 26 March 2012 and 20
August 2014 pursuant to the CG Code, setting out the Nomination
Committee's authority, duties and responsibilities are available on
the websites of the Company and the Stock Exchange.

The Nomination Committee is chaired by Mr. Chung Kam Kwong,
an independent non-executive director and comprise three other
members, namely Mr. Ip Cho Ting, Spencer and Mr. Heung Kai
Sing, being independent non-executive directors and Mr. Wong
Pong Chun, James, an executive director of the Company.

The primary duties of the Nomination Committee are to review the
structure, size and composition of the Board on a regular basis and
to make recommendations to the Board on matters relating to any
proposed changes.

The Company has adopted a board diversity policy which sets out
its approach to achieve and maintain diversity on the Board in order
to enhance the effectiveness of the Board.

Four meetings were held during the year by the Nomination
Committee to review the nomination procedures and the current
composition of the Board. All members of the Nomination
Committee attended the said meeting.

Audit Committee

The Company has established the audit committee (the “Audit
Committee”) in compliance with the Listing Rules. The Audit
Committee is governed by its terms of reference, which have been
revised by the Board on 26 March 2012 and 18 November 2015
pursuant to the CG Code, setting out the Audit Committee’s
authority, duties and responsibilities are available on the websites
of the Company and the Stock Exchange.
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The primary duties of the Audit Committee are to review and
provide supervision over the Group’s financial reporting matters,
internal controls and the system of risk management.

The Audit Committee comprises Mr. Chung Kam Kwong, Mr. Ip
Cho Ting, Spencer and Mr. Heung Kai Sing, with Mr. Chung Kam
Kwong as chairman of the Audit Committee.

The Audit Committee held four meetings during the year. All
members of the Audit Committee attended the said meeting.

The Board Meetings, Board Committees Meetings and
General Meetings
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