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GEM has been positioned as a market designed to accommodate 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. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to professional and other sophisticated
investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board
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 the GEM (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors, having made all reasonable enquires,
confirm that, to the best of their knowledge and belief the information contained in this report is
accurate and complete in all material aspects 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
FTREHRS

On behalf of the Board, | am pleased to present the
annual results of Perfect Optronics Limited and its
subsidiaries (“Perfect Optronics”, or “the Group”) for the
year ended 31 December 2013 to all the shareholders.

REVIEW OF OPERATING RESULTS

Looking back into 2013, against the backdrop of the mild
recoveries in Europe and United States, China’s GDP
growth moderated to only 7.7% in 2013, which was
slightly higher than market expectations of 7.6%. As one
of the five largest thin film transistor liquid crystal display
(“TFT-LCD”) panels and TFT-LCD driver integrated circuits
(“ICs”) traders, Perfect Optronics leveraged the extensive
experience, strong market insight of the Group’s
management coupled with the hard work of its staff,
posting a strong financial growth during the year, with
sales revenue for the full year rose by 21% to HK$1.67
billion as compared with the same period in 2012. Gross
profit margin increased from 5.4% in 2012 to 8.8% in
2013, contributing to a significant growth in our gross
profit. The gross profit of Perfect Optronics in 2013
increased to approximately HK$150 million, up 95% over
the same period last year.

TFT-LCD panel, Driver IC and Polariser Business

Perfect Optronics engages in the trading of TFT-LCD
panels, driver ICs and polarisers, which are the major
components of display technology used for mobile
phones. Following the rapid development of PRC’s mobile
phone manufacturing business, we experienced steady
growth with sales. The growing demand for higher
resolution panels and the increasing popularity of larger
panels on mobile phones currently drove the demand for
large-size panels. Revenue of the unprocessed TFT-LCD
panel segment recorded approximately HK$870 million in
2013, up 40% from the same period last year. Moreover,
the demand from our TFT-LCD module manufacturers on
panel processing work also increased to a large extent
which thereby increased the price of our processed TFT-
LCD panels. As a result, our processed TFT-LCD panel
segment achieved tremendous growth, with its revenue
rose by 91% to approximately HK$530 million as
compared with the same period in 2012. As there were
keen competitions among driver IC segment and polariser
segment during the year, our sales of these two segments
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Chairman’s Statement
TRHERS

decreased to different extent, but it did not have any
significant impact on the Group’s overall performance
because of the strong momentum of unprocessed and
processed TFT-LCD panel segments.

Development of Sales and Technical Support Services

The Group established Yuan Mei Xin Technology
(Shenzhen) Company Limited (“Yuan Mei Xin”) in April
2013 in order to strengthen the development of sales and
technical support services. Yuan Mei Xin has been
gradually taking up the sales and technical support
functions previously outsourced to third parties. Such
restructuring did not merely reduce the subcontracting
charges paid to third parties but also reached our cost
saving target, making us in line with the Company’s
upcoming business strategies so that better sales
strategies could be implemented.

OUTLOOK

The Company’s management is optimistic towards the
Group’s steady growth in 2014. According to NPD Display
Search, the global smart phone market will realize a
compound annual growth rate of 26% in the next five
years, which will stimulate the market demand for the
Group’s products effectively. The Group will also seize the
market opportunities so as to facilitate the stable
operation of each business segment in the future.

Our dedication to develop the panel processing
business

The Company plans to devote great efforts in developing
panel processing business, through establishing or
acquiring panel processing plants to expand our business
vertically, all of which will help to reduce our current
reliance on processing service providers and ensure that
the dissemination of technical know-how will be restricted
to the Group and thus substantially lower the risk of
leaking technical know-how to the competitors.
Meanwhile, the processing turnaround time will also be
shortened with our own processing plants, making us
more efficient and more responsive to customers’
requests. Furthermore, inventory management will be
simplified, thereby saving the processing costs and lifting
the gross profit margin.
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Chairman’s Statement
FTREHRS

Expansion of our product portfolio and establishing new
cooperation relationships

At present, the main products of the Group are TFT-LCD
panels, driver ICs and polarisers. In the forthcoming years,
with reference to new products introduced by suppliers,
the Group will adjust and widen product structure,
maintain an optimal product mix that will enable us to
capture the high growth markets across various product
categories, such as premium TFT-LCD panels, touch
display and touch ICs. Apart from the new products, the
Group will step up its efforts to explore new suppliers’
resources, optimize the supplier composition and drive
expansion into new customer channels, with a view to
enhancing overall revenue of the Group.

Successfully listed on the GEM of the Hong Kong Stock
Exchange

Besides, the Company was successfully listed on the
GEM on 7 February 2014. With the recognition of different
investors, there was a satisfactory increase in our share
price on the first day of listing. The Company has offered
330,000,000 shares for subscription by way of placing
and raised net proceeds of approximately HK$76 million
through such placing. The Group intends to allocate the
net proceeds mainly to its overall business expansion in
order to implement its comprehensive development
strategies which put emphasis on enhancing the product
capacity, optimizing sales services and strengthening its
product offerings in the future. To fulfill the goal, the
Group intends to acquire panel processing plants, expand
its sales and support team in the PRC and enrich its
product portfolio. Perfect Optronics feels confident that it
will achieve a smooth development through the listing.

Last but not least, on behalf of the Board, | wish to thank
all staff for their great contribution last year. Moreover, |
would like to express my sincere appreciation to our
shareholders and business partners for their support to
the Group during the past year.

Cheng Wai Tak
Chairman
Perfect Optronics Limited

Hong Kong

24 March 2014
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Management Discussion and An@ilysis

& 12 @51 5m & 73 i

BUSINESS REVIEW

Despite the slow economic recoveries in Europe and
United States, as well as the relatively stable growth in
China, the mobile phone markets flourished during 2013.
The worldwide mobile phone market was forecast to grow
7.3% vyear over year in 2013, marking a sharp rebound
from the nearly flat (1.2%) growth experienced in 2012
according to the International Data Corporation (“IDC”).
Riding on the trend, and with the impeccable positioning
as well as the optimised product mix, the Group achieved
an outstanding performance during the year.

In 20183, the Group’s revenue rose by 21% to
HK$1,669,556,000 from HK$1,382,583,000 in 2012. Gross
profit nearly doubled, increasing by 95% to
HK$146,190,000 from HK$74,990,000 in 2012, as a
consequence of the rising profit margin which rose by 3.4
percentage points to 8.8% from 5.4% in 2012. Profit
attributable to equity holders of the Company for the year
ended 31 December 2013 amounted to HK$71,133,000,
representing an increase of 102% as compared with that
of HK$35,193,000 in 2012. Such an outstanding
performance did not only rely on the strong market
demand but also the excellent strategies adopted by the
Group.

The Group is principally engaged in the trading of display
components of electronics, namely TFT-LCD panels, driver
integrated circuits (“ICs”) and polarisers. We also process
some of the TFT-LCD panels that we trade. The vast
majority of our products are supplied by three prominent
suppliers in Taiwan and resold or sold after processed by
us to TFT-LCD module manufacturers in the PRC.
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Perfect Mix of Products

The key driver to our growth during the year was the
profound enhancement of our profit margin. Despite the
keen competition we faced in the segments of driver IC
and polariser, the excellent performances in both
unprocessed and processed TFT-LCD panel segments
drove a remarkable growth in profit margin. During the
year, there were more large-size, high-resolution panels
with higher gross profit margin traded. Since the smart
phone market in the PRC has been hot in 2013, mobile
phone manufacturers strived to release their new model
high resolution smart phones which used large-size
panels, driving the demand as well as the profit margin in
both unprocessed and processed TFT-LCD panel
segments.

Perfect Location

Our suppliers’ marketing efforts have been devoted to
customers with major brands, while TFT-LCD module
manufacturers in the PRC market are highly fragmented,
whose order quantities are usually small as compared
with major brands and less likely to be placed directly
with those major suppliers, are left to be handled and
served by intermediate enterprises such as ourselves.
Headquartered in Hong Kong, Perfect Optronics captures
the privileged location of Hong Kong, acting as a bridge
to connect the panel and the module manufacturers from
both shores. During the year, the Group established a
wholly-owned subsidiary, namely, Yuan Mei Xin
Technology (Shenzhen) Company Limited, in the PRC in
April 2013 to provide sales and technical support services
for our customers and to carry out sales and marketing
activities in the PRC. We believe a PRC-based sales and
technical support team will reap the advantages of
geographic proximity to foster business relationships with
our customers in the PRC and capture further business
opportunities with potential customers.
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Perfect Partnership

Since 2004, we have maintained strong relationships with
both of our suppliers and customers. For our suppliers,
we have entered into long term supply framework
agreements with three of our major suppliers during the
year. The aforementioned three suppliers supply a vast
majority of our products and all are predominated
suppliers in their own aspects. Although these long term
supply framework agreements are basically agreements to
agree and do not secure committed supply, these
agreements reflect the type of relationship that we have
established with our suppliers, distinguish the Group as a
recognised trader of our suppliers’ products and
demonstrate the parties’ intention to continue such
relationship. For our customers, we have also established
long term relationships with our major customers. Many of
customers have been on sound terms with us for years.
According to a report conducted by Euromonitor
International Limited, in 2012, the Group was the fourth
largest trader of TFT-LCD panels used in mobile phones in
the PRC market, representing a market share of 11%, and
the third largest trader of driver ICs used in mobile
phones in the PRC, representing a market share of
approximately 11%. Being a major trader in our products,
we much value and endeavor to maintain our relationships
with both of our suppliers and customers.

PROSPECTS

The Company was listed (the “Listing”) on the GEM on 7
February 2014 (the “Listing Date”). The funds raised from
the Listing and the listing status of the Company will
provide a solid foundation for future development of the
Group.

Looking forward to 2014, we are optimistic to maintain the
momentum of Perfect Optronics. According to the
research done by NPD Display Search, smart phone
shipment will show a compound annual growth rate of
26% for the next five years globally, resulting from the
steadily development of mobile phone manufacturing
industry as well as the market demands for the products.
In addition, through the development of 4G network in the
PRC, the management expects that the growth
momentum will prevail in the coming few years and the
Group would be continuously benefited from this growth
trend.

Perfect Optronics Limited Annual Report 2013
B EXENEARAD 2013 4 3R

TEBHERE

AEBA-_ZSTENFURGBHEEEEREFP#
BREEE pEEEms  RMRFAEHE
EFr-—EAxrZHERTI Y RBHEERGZ -
i =RtEEREMHERLI > ER  BE
EURNEEHERE @ HARSRGMEE
ERBHERNEAWTER RS RMEGEHEA
o BZEHERMRMEARESAELNES
REHEE REAKEERHERERNETR
ANESE URBREHFBREBHIZTZER
BENER - EFME  RMEBRFBEREFE
YREBER ZER  BMABEPREMR K
X o 1R # Euromonitor International Limited ¥ 17
NBREFRIE R-E——F KEBATHTE
FENRARBEAETFT-LCOERE S mHH 8
B11%  TATPBEMESE AR EARIHEE
KERESHE  MBHBEHAEN% - EARME
mNEEBSE  RIEFER R O FE
HEBREFPHNBIE -

Al 5=

“E-WE_ALATLETHEHD  AAFRE
EREBTLERD - LHERABEERART]
MEME R AEENARRERE TREE
A e

BRE-T—HNF RMEREFEZLENHE
[REVERLE|44#] - IR IENPD Display SearchfEH!
MR RREFRREEFERONEEHE
BBRWEEFERE W HARDEFERE
ERBTEERMSHER TR - Lo -
FRPBEAGHBNEERE  BEEBERREESF
MK RFIEREE MASBEGEERILIER
BHE PR -



Management Discussion and Analysis

& 12 851 5m & 71 i

The Group intends to expand its business vertically by
establishing or acquiring panel processing plants to take
up the slimming down and cutting work which is currently
undertaken by its subcontractors. This expansion strategy
aims to streamline our existing business, achieve better
control over the dissemination of technical know-how
within the Group, achieve better quality control and
inventory management, secure panel processing capacity,
and enhance customer satisfaction. The Directors believe
that by establishing or acquiring panel processing plants,
the Group will be able to provide one-stop services to its
customers. This will further strengthen our competitive
advantage and differentiate us from other competitors in
the market which do not carry out any value-added
services to customers. In addition, we will continue to
expand our sales and support team in the PRC to provide
high quality services to our customers, and to seek
diversifying our product mix which will lead to higher
selling prices and better profit margins. We believe that
such strategies will enhance our relationships with our
customers as well as our position in reaching a better
profit margin, with a view towards greater returns for our
shareholders.

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

REVENUE

The Group’s turnover for the year ended 31 December
2013 was HK$1,669,556,000, representing an increase of
approximately 21% when compared to HK$1,382,583,000
in 2012. For the year ended 31 December 2013, the
Group’s four product segments, namely, (1) Unprocessed
TFT-LCD panels and other unprocessed products
(“Unprocessed Panel Segment”) reported a revenue of
HK$867,237,000 (2012: HK$619,089,000); (2) Processed
TFT-LCD panels (“Processed Panel Segment”) recorded a
revenue of HK$525,338,000 (2012: HK$274,780,000); (3)
Driver ICs (“IC Segment”) recorded a revenue of
HK$238,766,000 (2012: HK$429,271,000); and (4)
Polarisers (“Polariser Segment”) reported revenue of
HK$38,215,000 (2012: HK$59,443,000).
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The increase in revenue during the year was mainly
attributed to the growth of TFT-LCD panels sales under
the Unprocessed Panel Segment and the Processed
Panel Segment, increasing from approximately
HK$619,089,000 during 2012 to approximately
HK$867,237,000 during 2013, and from approximately
HK$274,780,000 during 2012 to approximately
HK$525,338,000 during 2013, respectively. The increase in
revenue from the Unprocessed Panel Segment and the
Processed Panel Segment was attributed to the increase
in sales of higher resolution and larger panels due to the
strong growth streak for the smart phone market
continued in the PRC market.

COST OF SALES

Cost of sales during the year primarily consisted of
purchase costs, processing and subcontracting charges,
scrap loss, provision for obsolete inventories,
transportation charges and other direct costs. The
Group’s cost of sales increased by 17% from
HK$1,307,593,000 for the year ended 31 December 2012
to HK$1,523,366,000 for the year ended 31 December
2013, which was mainly due to the increase in purchase
costs associated with the increase in sales revenue.

GROSS PROFIT AND GROSS PROFIT
MARGIN

During the year ended 31 December 2013, the Group’s
gross profit amount sharply increased by 95% to
approximately HK$146,190,000 as compared with 2012.
The Group’s gross profit margin increased significantly
from 5.4% in 2012 to 8.8% in 2013. These were mainly
attributable to the strong demand for large-size and high-
resolution panels for smart phones in the PRC, leading to
an increase in sales amount and improved gross profit
margin. As part of the supply chain of these advanced
panels, the Group enjoyed a higher gross profit margin
during the year.
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OTHER LOSSES, NET

Other losses, net amounted to approximately HK$716,000
during the year (2012: HK$323,000). Increase in other
losses, net was mainly due to the fact that the Group
disposed its unit trust funds held and recorded a loss on
disposal during the year, while unrealised gain on the
changes in fair value of that unit trust funds was recorded
during the year ended 31 December 2012.

DISTRIBUTION AND SELLING EXPENSES

The Group’s distribution and selling expenses increased
from approximately HK$14,336,000 in 2012 to
approximately HK$14,713,000 in 2013, mainly due to the
increase in sales activities during the year.

GENERAL AND ADMINISTRATIVE
EXPENSES

The Group’s general and administrative expenses for the
year ended 31 December 2013 amounted to
approximately HK$40,524,000 (2012: HK$16,247,000),
representing an increase of 149% over the previous year.
Significant increase in general and administrative expenses
was mainly due to (i) expenses of approximately
HK$13,426,000 (2012: Nil) incurred for advices and
services provided by various professional parties in
relation to the listing of the Company; (ii) increase in staff
costs attributable to the increase in bonus and headcount;
and (i) increase in administrative expenses incurred for
the newly established subsidiary during the year.

FINANCE INCOME

Finance income represented bank interest income
received during the year. The amounts recorded during
each of the years ended 31 December 2013 and 2012
were both insignificant.

Hitb S8 F 8

A [ H) FA S % 40 716,000/ 7T (B —
Z4F 323,000 7T » H A BTIR T HIE M0 B
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It EICEY BE R

THERHEEEHR
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1T BB X
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B 1T 5 X #) 540,524,000 T (— T ——4F:
16,247,000 7T) * B & F 1L M1149% ° 17 B F 2
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FINANCE COSTS

During the year, finance costs of the Group amounted to
approximately HK$2,652,000 for the year (2012:
HK$2,049,000). The increase in finance costs was mainly
due to the increase in factoring charges and interest
expense on bank advances from factored receivables
during the year.

INCOME TAX EXPENSE

Income tax expense during the year primarily represents
income tax incurred in Hong Kong. Income tax expense
increased from approximately HK$6,954,000 for the year
ended 31 December 2012 to approximately
HK$16,541,000 for the year ended 31 December 2013.

PROFIT FOR THE YEAR

The Group’s results of operation experienced a great
improvement as the profit for the year increased from
approximately HK$35,193,000 for the year ended 31
December 2012 to approximately HK$71,133,000 for the
year ended 31 December 2013, which was mainly
attributable to the increase in sales from approximately
HK$1,382,583,000 during 2012 to approximately
HK$1,669,556,000 during 2013 and the improvement of
gross profit margin from approximately 5.4% during 2012
to approximately 8.8% during 2013.

Profit before income tax for the year ended 31 December
2013 amounted to approximately HK$87,674,000,
representing an increase of 108% from approximately
HK$42,147,000 recorded in 2012. Excluding the impact of
the non-recurring expenses in relation to the listing of the
Company of approximately HK$13,426,000, profit before
income tax for 2013 amounted to approximately
HK$101,100,000, representing an increase of 140% as
compared with 2012.

NET PROFIT MARGIN

The Group’s net profit margin for the year ended 31
December 2013 was 4.3% (2012: 2.5%). The increase in
the net profit margin was principally due to the
improvement of gross profit margin as explained above.
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RBESRUMBKER

AEEFENESRFRERNEEES &
RAEBEERHERENERRERIEESE
T AEFEIENESRREALEELENR
ERBITER - AEER-_T—=ZF+_A=+
—H®ME e RIREEEYWL62,869,000/% T (=
T —— 4 : 50,101,000/ 7T) °

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s principal sources of funds are 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. The Group had cash and
cash equivalents of approximately HK$62,869,000 as at 31
December 2013 (2012: HK$50,101,000).

2013 2012
—Z2—= —E——F
HK$’000 HK$’000
FHET FiE T

Total bank deposits, bank balances RITER - BITEHK
and cash Re B 97,907 80,347
Restricted bank deposits ZREIRITFER (35,038) (30,246)
Cash and cash equivalents RERkBESEEYD 62,869 50,101

The carrying amounts of the Group’s
equivalents and restricted bank deposits
in the following currencies:

cash and cash
are denominated

AEENRERRSFEVULRIRBBITH
RHREEDAT I EEEE:

2013 2012

—_E—= T4

HK$’000 HK$’000

FExT FAET

United States dollars ETT 89,112 70,398
Hong Kong dollars BT 2,387 2,183
Renminbi AR 6,408 7,766
97,907 80,347
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As at 31 December 2013, the Group’s total bank
borrowings comprised bank loans and bank advances for
factored receivables of approximately HK$17,280,000
(2012: HK$39,517,000) and HK$58,251,000 (2012:
HK$23,770,000) respectively. The scheduled repayment
date of the Group’s bank borrowings, as set out in the
loan agreements and without considering the effect of any
repayment on demand clauses were as follows:

R-ZZE—=ZF+-_A=+—H KEENEIET
BEREERITERRREBERZINRITRARD
A1 #917,280,00078 Jt (= & — — 4 : 39,517,000/%
7T) 58,251,000/ 7T (ZF——4F : 23,770,000
L) BERWBEE AT EEREREEGERY
EBRAEERITERNOTEEEZABOT:

2013 2012

—_E—=F —E——fF

HK$’000 HK$’000

F& T FHT

Within 1 year 1 A 65,727 46,007
Between 1 and 2 years 12290 R 5,204 7,476
Between 2 and 5 years 2EHER 4,600 9,804
75,5871 63,287

The carrying amounts of the Group’s bank borrowings are
denominated in the following currencies:

AEBERITERNKREELIATIIEBE:

2013 2012

—F—= —E——fF

HK$’000 HK$’000

TERT FETT

Hong Kong dollars BT 17,280 24,756
United States dollars 7T 58,251 38,531
75,531 63,287

The Group’s bank loans are subject to floating interest
rates while bank advances for factored receivables are
subject to fixed interest rates. As at 31 December 2013,
the Group’s unutilised banking facilities restricted for trade
finance purposes amounted to approximately HK$129.8
million.

GEARING RATIO

As at 31 December 2013, the Group’s gearing ratio was
54.4% (2012: 64.8%), which is calculated based on the
Group’s total interest-bearing debt of approximately
HK$75,531,000 (2012: HK$63,287,000) and the Group’s
total equity of approximately HK$138,735,000 (2012:
HK$97,652,000).
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BEXXEARAST 2013 # ¥R

AEBRRITERNZEERAE  MIREE
WHIRTERANUEEERGFE - KT —
=F+-A=Z+—H FEERRAEEIRE
7)ok B) FA A 8R 7715 B 49129,800,000/% 7T °

EERELR

R-ZE—=ZF+-_A=Z+—H AEENEESR
B R E54.4% (ZB——1F : 64.8%) » I H R
EEFEBERELNT5531,0008 T(ZE—=
F:63,287,0008 L) M A S B & RE LD
138,735,000/% JT (= Z ——4F : 97,652,000/ JT)
EHEE o



Management Discussion and Analysis

& 12 851 5m & 71 i

CAPITAL STRUCTURE

The Company’s shares were successfully listed on GEM
on 7 February 2014. There has been no change in the
capital structure of the Group since the Listing Date and
up to the date of this report. The capital of the Company
only comprises of ordinary shares.

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 maintain sufficient cash and
marketable securities, the availability of funding through an
adequate amount of committed credit facilities and the
ability to settle the payables of the Group.

CONTINGENT LIABILITIES

As at 31 December 2013, the Group had no material
contingent liabilities.

CHARGE OF ASSETS

As at 31 December 2013, the Group had pledged its bank
deposits of approximately HK$35,038,000 (2012:
HK$30,246,000) to certain banks in Hong Kong to secure
the banking facilities granted to the Group.

FOREIGN CURRENCY RISK

As most of the Group’s business transactions, assets and
liabilities are principally denominated in United States
dollars, Hong Kong dollars and Renminbi, the Group’s
exposure to exchange rate risk is limited. 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.
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CAPITAL COMMITMENTS

As at 31 December 2013, the Group did not have any
significant capital commitments.

DIVIDEND

The Board recommend the payment of a final dividend of
HK1.5 cents per ordinary share in respect of the year to
its shareholders on the register of members of the
Company on 12 May 2014.

SIGNIFICANT INVESTMENTS HELD

Except for investments in subsidiaries, as at 31
December 2013, the Group did not hold any significant
investment in equity interest in any other company.

FUTURE PLANS FOR MATERIAL
INVESTMENTS AND CAPITAL ASSETS

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

MATERIAL ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES AND
AFFILIATED COMPANIES

During the year ended 31 December 2013, the Group did
not have any material acquisitions and disposals of
subsidiaries and affiliated companies, save as disclosed in
the Prospectus.

INFORMATION ON EMPLOYEES

The Group offers competitive remuneration packages
commensurate with industry practice and provides various
fringe benefits to employees including medical benefits,
social insurance, provident funds, bonuses and a share
option scheme.

As at 31 December 2013, the employee headcount of the
Group was 60 (2012: 23) and the total staff costs,
including directors’ emoluments, amounted to
approximately HK$19,365,000 (2012: HK$9,536,000).
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COMPARISON BETWEEN BUSINESS
OBJECTIVES WITH ACTUAL BUSINESS
PROGRESS

Use of proceeds

The proceeds from the Company’s issue of 330,000,000
new shares (the “Placing”) at the time of the Listing
amounted to approximately HK$76 million, net of
underwriting fees and other related expenses.

The Group intends to allocate the net proceeds from the
Placing for the purposes and in the amounts set out
below:

° HK$40 million, representing approximately 52.6% of
the net proceeds, for establishing or acquiring panel
processing plants to expand the Group’s business
vertically;

° HK$17 million, representing approximately 22.4 % of
the net proceeds, for repayment of bank loans;

° HK$8 million, representing approximately 10.5% of
the net proceeds, for expanding the Group’s sales
and support team in the PRC to provide high quality
customer services to its customers;

° HK$4 million, representing approximately 5.3% of the
net proceeds, for expanding the Group’s product
portfolio to strengthen its product offerings; and

° HK$7 million, representing approximately 9.2% of the
net proceeds, for working capital and other general
corporate purposes

Since the Company was listed after 31 December 2013,
the disclosure requirement under Rule 18.08A of the GEM
Listing Rules is not applicable in this annual report.
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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 Rules Governing
the Listing of Securities (the “GEM Listing Rules”) on the
Growth Enterprise Market (“GEM”) of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

Throughout the period (the “Period”) from 7 February
2014, the date of listing of shares of the Company on
GEM (the “Listing Date”), to the date of this report, the
Company has complied with all the code provisions of the
CG Code, except the deviation as disclosed under the
section headed “Chairman and Chief Executive Officer”
below.

COMPLIANCE OF CODE OF CONDUCT
FOR DIRECTORS’ SECURITIES
TRANSACTION

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 Period.
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BOARD OF DIRECTORS

Composition of the Board

Up to the date of this annual report, the board of
directors of the Company (the “Board”) comprises three
Executive Directors and three Independent Non-executive
Directors. The composition of the Board was as follows:

Executive Directors

HITEE

Mr. Cheng Wai Tak (Chairman)
BEELEE(ER)

Mr. Cheng Cheung Wai
BRERE

Mr. Liu Ka Wing

BREREYE

Independent Non-Executive Directors
BUIHITEE

Mr. Wong Yik Chung John
BEEALEAE

Mr. Wong Chi Chiu

mEBREE

Mr. Li Shui Yan

Fin B L

The biographical details of all Directors and senior
management of the Company are set out on pages 34 to
38 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.

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,
under the leadership of the Chief Executive Officer, is
responsible for implementing the strategies and plans
established by the Board and reporting on the Company’s
operations to the Board on a regular basis to ensure
effective performance of the Board’s responsibilities.
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(R=ZZ—=FA+T/\BHEZF)

(appointed on 20 January 2014)
(RZE—NF—AZT+HEZE)
(appointed on 20 January 2014)
(RZE—NE—-—A=-ZT+HEZE)
(appointed on 20 January 2014)
(RZE—NE-—A-ZT+HEZE)
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The management provided all members of the Board with
monthly updates in accordance with the code provision
CA1.2 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 by the
Board.

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 the
matters considered by the Board and the decisions
reached.

Due to the fact that the Company was listed after the
reporting period, only one Board meeting with the
presence of all the then existing directors was held during
the year ended 31 December 2013, prior to the Company
becoming a listed company. Mr. Cheng Wai Tak, Mr.
Cheng Cheung Wai and Mr. Liu Ka Wing had attended
that Board meeting.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has entered into a service
contract with the Company for an initial term of three
years commencing on the Listing Date. Either party has
the right to give not less than three months’ written notice
to terminate the respective service contract.

Each of the independent non-executive Directors has
entered into an appointment letter with the Company for
an initial term of three years commencing on the Listing
Date.
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In compliance with the code provision A.4.2 of the CG
Code, all Directors appointed to fill a casual vacancy
should be subject to election by shareholders at the first
general meeting after their appointment. By virtue of
article 112 of the articles of association of the Company,
the Board shall have power from time to time and at any
time to appoint any person as a Director either to fill a
casual vacancy or as an additional Director but so that
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 A.4.2 of the CG
Code, all Directors are subject to retirement by rotation at
least once every three years. Furthermore, pursuant to
article 108(a) of the articles of association of the
Company, at each annual general meeting one-third of the
Directors for the time being, or, if their number is not 3 or
a multiple of 3, then the number nearest to but not less
than one-third, shall retire from office by rotation provided
that every Director (including those appointed for a
specific term) shall be subject to retirement by rotation at
least once every 3 vyears. 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 112 of the articles of association of the
Company, Mr. Cheng Wai Tak, Mr. Cheng Cheung Wai,
Mr. Liu Ka Wing, Mr. Wong Yik Chung John, Mr. Wong
Chi Chiu and Mr. Li Shui Yan shall hold office until the
forthcoming annual general meeting of the Company and,
being eligible, offer themselves for re-election at such
meeting.
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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 three
independent non-executive Directors representing more
than one-third of the Board and with at least one of
whom having appropriate professional qualifications, or
accounting or related financial management expertise. The
Company has received written annual confirmation from
each independent non-executive Director of his
independence pursuant to the requirements of the Rule
5.09 of the GEM Listing Rules. The Board considers all
independent non-executive Directors to be independent in
accordance with the independence guidelines set out in
the GEM Listing Rules for the period from the Listing Date
to the date of this report.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

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

Under the current management structure of the Company,
Mr. Cheng Wai Tak (“Mr. Cheng”) is the Chairman and
Chief Executive Officer. With Mr. Cheng’s extensive
experience in the industry, the Board believes that vesting
the roles of both Chairman and Chief Executive Officer in
the same person would provide the Company with strong
and consistent leadership, allow for effective and efficient
planning and implementation of business decisions and
strategies, and would be beneficial to the business
prospects and management of the Group.
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Although Mr. Cheng performs both the roles of Chairman
and Chief Executive Officer, the division of responsibilities
between the Chairman and Chief Executive Officer is
clearly established. In general, the Chairman is responsible
for supervising the functions and performance of the
Board, while the Chief Executive Officer is responsible for
the management of the business of the Group. The two
roles are performed by Mr. Cheng distinctly. The Board
also considers that the current management structure
does not impair the balance of power and authority
between the Board and the management of the Company
given the appropriate delegation of the power of the
Board and the effective functions of the independent non-
executive Directors. However, it is the long-term objective
of the Company to have these two roles performed by
separate individuals when suitable candidates are
identified.

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 C.3 of the CG Code. The audit committee
consists of 3 independent non-executive Directors,
namely, Mr. Wong Yik Chung John, who has the
appropriate accounting and financial related management
expertise and serves as the chairman of the audit
committee, Mr. Wong Chi Chiu and Mr. Li Shui Yan.
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The primary duties of the audit committee are (but
without limitation) to assist the Board in providing an
independent view of the effectiveness of our Company’s
financial reporting process, internal control and risk
management system, to oversee the audit process and to
perform other duties and responsibilities as assigned by
the Board.

Due to the fact that the Company was listed after the
reporting period, no audit committee meeting was held
during the year ended 31 December 2013. The first audit
committee meeting was held on 24 March 2014 for, inter
alia, reviewing the audited annual results of the Group for
the year ended 31 December 2013. All the members of
the audit committee, including Mr. Wong Yik Chung John,
Mr. Wong Chi Chiu and Mr. Li Shui Yan, had attended
that meeting.

REMUNERATION COMMITTEE

The Company established a remuneration committee on
20 January 2014 with written terms of reference in
compliance with code provision B.1 of the CG Code. The
remuneration committee consists of 3 members, the
majority of whom are independent non-executive
Directors, namely Mr. Wong Chi Chiu, who serves as the
chairman of the remuneration committee, Mr. Cheng Wai
Tak and Mr. Wong Yik Chung John.

The primary duties of the remuneration committee include
(but without limitation): (i) making recommendations to the
Directors on the policy and structure for all remuneration
of Directors and senior management and on the
establishment of a formal and transparent procedure for
developing policies on such remuneration; (i) determining
the terms of the specific remuneration package of the
Directors and senior management; (iiij reviewing and
approving performance-based remuneration by reference
to corporate goals and objectives resolved by the
Directors from time to time.
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Due to the fact that the Company was listed after the
reporting period, no remuneration committee meeting was
held during the year ended 31 December 2013. The first
remuneration committee meeting was held on 24 March
2014 for, inter alia, reviewing the policy and structure for
all remuneration of Directors and senior management. All
the members of the remuneration committee, including Mr.
Wong Chi Chiu, Mr. Cheng Wai Tak and Mr. Wong Yik
Chung John, had attended that meeting.

REMUNERATION POLICY FOR
DIRECTORS AND SENIOR MANAGEMENT

Each of the Directors will receive a fee which is subject to
an annual adjustment at a rate to be reviewed by the
remuneration committee and be determined at the
discretion of the Board. The Company’s policy concerning
the remuneration of the Directors is that the amount of
remuneration is determined by reference to the relevant
Director’s experience, responsibilities, workload and the
time devoted to the Group. The Group has adopted
incentive bonus schemes and continues to maintain these
schemes, seeking to align the financial well-being of the
Group with that of the employees, and to retain the
Directors and staff of high caliber.

SENIOR MANAGEMENT’S
REMUNERATION

Senior management’s remuneration of the Group during
the year ended 31 December 2013 falls within the
following band:

RRARBRREMEAT LT HFMEZEERE
ET-ZFT A=+ -BLFEIEETHE

ME#% BAFHEZESEERERN _T—HE=
AZ+mBRE7T WEPBRE) EHMEEER

SREEENFHBREREE - FHEEE2
EBREERESELLE FEEREERTFED
REBEHFEZEZ

EERSREEENST B X

BEEMUBMNERESFRAE  LEXaHM
ZESRMNEEERNBERE -ARANESR
FEEK R2EFMWESOLR  BE  THF
ERARAKRENENREMETHM - NEE
RAREBEAE BB BETRA#ENE
EAREEEYH LN SREENF S B0
AEBBEERRERBT-

HE_Z—=F+-A=+—HILFE F£H
BREEENFMENATEE :

Number of individuals

A
HK$1,000,001 to HK$1,500,000 1,000,0017% 7T 1,500,000 7T 1
Annual Report 2013  Perfect Optronics Limited
2013 4F #f BExXEERAQA 27



28

Corporate Governance Report

PHREBHS

NOMINATION COMMITTEE

The Company established a nomination committee on 20
January 2014 with written terms of reference in
compliance with code provision A.5 of the CG Code. The
nomination committee consists of 3 members, the majority
of whom are independent non-executive Directors, namely
Mr. Cheng Wai Tak, who serves as the chairman of the
nomination committee, Mr. Mr. Wong Yik Chung John and
Mr. Li Shui Yan.

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

Due to the fact that the Company was listed after the
reporting period, no nomination committee meeting was
held during the year ended 31 December 2013. The first
nomination committee meeting was held on 24 March
2014 for, inter alia, reviewing the structure, size and
composition of the Board and board diversity policy as
well as discussing matters regarding the retirement and
re-election of Directors. All the members of the nomination
committee, including Mr. Cheng Wai Tak, Mr. Wong Yik
Chung John and Mr. Li Shui Yan, had attended that
meeting.

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.

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

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) develop
and review the Company’s policies and practices on
corporate governance and make recommendations to the
Board; (b) review and monitor the training and continuous
professional development of directors and senior
management of the Company and its subsidiaries; (c)
review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements; (d)
develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors of the Company and its subsidiaries; (e) review
the Company’s compliance with the CG Code and
disclosures in the corporate governance report of the
Company required to be prepared pursuant to the GEM
Listing Rules; and (f) consider, review and decide any
other topics, as authorized by the Board.

At the Board meeting held on 24 March 2014, the Board
reviewed and discussed the corporate governance policy
of the Group and was satisfied with the effectiveness of
its corporate governance policy.

REZARBENS TLHEWER) - AR
TREBREE

EZeRBEMRANEIBELERTAR
AMERESRE FHBEEESREQE
ERAARAMEEEBRBRREER  LAE
EeRBER O)FE RS ARARERBA
AMEENEREEENEIINSEEERRR
OB RERARAEBTERREERET
EABRERER: AHE - R RERBERRA
RALEMBARAERERESENETEYNRE
MFM(E) : @RI ARBETEREARTA
BRRARBARBEAEZR LR R D
RERMEZIBEE K NER BAMREES
SHENEMEMEE -

ARBERZZBE-—WHE=A-+MNRBRTESFE
R EFeCEHETWAKRENDEEER
BUR  WEMEEREARRAOMK -

Annual Report 2013  Perfect Optronics Limited
2013 #F ¥k BXtEARRST

29



30

Corporate Governance Report

PHREBHS

CONTINUING PROFESSIONAL
DEVELOPMENT

According to the code provision A.6.5 of the CG Code, all
directors shall participate in continuous professional
development to develop and refresh their knowledge and
skills to ensure their contribution to the Board remains
informed and relevant. All Directors attended a formal
directors training session conducted by Woo Kwan Lee &
Lo prior to the listing of the Company. The training
session covered topics including the GEM Listing Rules,
the CG Code, the disclosure of inside information and
establishment of an internal control system. The Group
has also been provided reading materials including the CG
Code, the Inside Information Provision (as defined under
the GEM Listing Rules) under Part XIVA of the Securities
and Futures Ordinance (Cap. 571, Laws of Hong Kong) to
all Directors to develop and refresh the Directors’
knowledge and skills. The Group, together with its
compliance adviser and legal advisers, continuously
updates 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.

ACCOUNTABILITY AND AUDIT

Directors’ and Auditor’s Responsibilities for the
Consolidated Financial Statements

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

The responsibilities of the external auditors about their
financial reporting are set out in the independent auditor’s
report attached to the Company’s financial statements for
the year ended 31 December 2013 set out in this annual
report.

Perfect Optronics Limited Annual Report 2013
BEXXEARAST 2013 # ¥R

RFESRERE

BRIEBECEEARTANTINEXEALLEK 28
EEBFLHEBFESERR  UBREENES
FAMB RS BRESAESSELIHER
HEEER - 2BESNAQR) LWAIE H/ERE
BAEEEMITEPNENEFFZIRE - &5
FREREEIER ETAA - DEEERTA -
BREANBEEERNLANEZEGEEFEER - &
SENEREZBESRECES LT BB
ERESTEEH K HEEAEXIVATIE TR A
BHEEBRX(EERAFER EMBAEHNEE
BERCUBERBEENESONE REE K&
ErEAREMEEEEMBEETESEH
BIZEAR LR A R H i A B E 4R TE W) & AT
B UERGHEAREAFESHRTCEERT
HHOEH -

BEMEREX

ESRRBMEGEAMBRANEE

MEEEHRALFEERE —EMRPHER
HAKEHRAMBHRER  WEERQ T RBRA
SENEHIR MR ZPRNEERBERE -
EXERECAVBRRBEERARELSE
HEE W PAMBEMERTAARE - HFRA
EREARAMNBERKERENELEARENSE
AR ©

SN B MK IERNSETEHRAFRATH
ARRBE-_T—=F+_A=+—HILFEH
BRRANB I ZEEHRE -



Corporate Governance Report

PREBHS

AUDITOR’S REMUNERATION

Apart from provision of annual audit services for the year
ended 31 December 2013, PricewaterhouseCoopers, the
Company’s auditor, was also the reporting accountant of
the Company in relation to the listing of the Company.

For the year ended 31 December 2013, the remuneration
paid or payable to PricewaterhouseCoopers in respect of
audit and non-audit services provided is set out below:
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Remuneration

paid/payable
E/ENAHE
Services rendered P 12 14 AR 5 HK$’000
FAET

Audit services (including statutory audit and &R (BIE AT EZ KBRS FAIRS)
reporting accountant services) 5,360
Non-audit services FEFEET R 605
5,965

INTERNAL CONTROL

The Board acknowledges its responsibility for the
effectiveness of the Group’s internal control systems. The
Board has reviewed the effectiveness of the system of
internal control of the Group, covering all material controls,
including financial, operational and compliance controls
and risk management functions and has considered the
adequacy of resources, staff qualifications and
experiences, training programmes and budget of the
Company accounting and financial reporting function for
the year ended 31 December 2013.

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 provide clear,
detailed, timely manner and on a regular basis,
information of the Group to shareholders through the
publication of quarterly, interim and annual reports and/or
dispatching circular, notices, and other announcements.
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The general meetings of the Company provide a forum for
communication between the Board and the Shareholders.
The Chairman of the Board and other members of the
respective committees are available to answer questions
at the general meeting of the Shareholders. 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.

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 having the right of voting at
general meetings. Such requisition shall be made in
writing to the Board or the company secretary of the
Company for the purpose of requiring an extraordinary
general meeting to be called by the Board for the
transaction of any business specified in such requisition.
Such meeting shall be held within 2 months after the
deposit of such requisition. If within 21 days of such
deposit, the Board fails to proceed to convene such
meeting, the requisitionist(s) himself (themselves) may do
so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of
the Board shall be reimbursed to the requisitionist(s) by
the Company.
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Article 113 of the articles of association of the Company
provides that no person other than a retiring Director,
shall, unless recommended by the Board for election, be
eligible for election to the office of Director at any general
meeting, unless notice in writing of the intention to
propose that person for election as a Director and notice
in writing by that person of his willingness to be elected
shall have been lodged at the head office or at the
registration office. The period for lodgment of the notices
required under this Article will commence no earlier than
the day after the despatch of the notice of the general
meeting appointed for such election and end no later
than 7 days prior to the date of such general meeting
and the minimum length of the period during which such
notices to the Company may be given will be at least 7
days. The written notice must state that person’s
biographical details as required by Rule 17.50(2) of the
GEM Listing Rules. The procedures for shareholders of the
Company to propose a person for election as director is
posted on the Company’s website.

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 Chief Executive Officer.

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

COMPANY SECRETARY

The Company Secretary, Mr. Tse Ka Wing (“Mr. Tse”), is an
employee of the Company. He reports to the Chairman
and is responsible for advising the Board on corporate
governance matters. The biographical details of Mr. Tse
are set out under the section headed “Biographical Details
of Directors and Senior Management”.
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EXECUTIVE DIRECTORS

Mr. Cheng Wai Tak, aged 44, was appointed as director
of the Company on 13 June 2013. He is the Chairman,
Chief Executive Officer and Executive Director of the
Company. He is also the Chairman of the Nomination
Committee and a member of the Remuneration
Committee of the Company. Mr. Cheng is also a founder
of the Group. He has been in the business of trading
TFT-LCD components for over 10 years and has
established close relationships with various suppliers. He
is responsible for formulating the Group’s overall strategic
planning and development, and management of the
Group’s business. He obtained his bachelor of science in
combined sciences in mathematical science degree from
The Hong Kong Baptist College in December 1993. Prior
to founding the Group, Mr. Cheng worked for S.A.S.
Electronic Co. Ltd. from March 1994 to April 1999. His
last position with S.A.S. Electronic Co. Ltd. was assistant
sales manager.

Mr. Cheng Cheung Wai, aged 42, joined the Group in
2005 and was appointed as an Executive Director on 18
June 2013 and is responsible for the Group’s sales and
marketing; supervising our Group’s technical support
function. He obtained his bachelor of engineering in
electronic engineering degree from The Hong Kong
Polytechnic University in November 1996. Mr. Cheng has
about 22 years of experience in the field of electronic
engineering. He served as a technician in UDC Research
Ltd. in October 1990 until December 1995. Then, he
joined Le Sonic Systems Ltd. from July 1996 until June
1997 as product sales engineer. From June 1997 to
January 2004, he was the assistant product planning &
marketing manager of Sino Wealth Microelectronics Corp.
Ltd.
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Mr. Liu Ka Wing, aged 41, was appointed as an Executive
Director on 18 June 2013 and is responsible for
overseeing the Group’s administrative functions, financial
management and compliance issue; and assisting in the
management of the Group’s business. He has also been
the financial controller of the Group since November 2008
overseeing the financial and accounting issues of the
Group. Mr. Liu obtained a diploma in accountancy from
Sha Tin Technical Institute of Vocational Training Council in
August 19983 and was awarded certificate stage
examinations in June 1996 by the Association of
Chartered Certified Accountants. Mr. Liu has about 20
years of experience in accounting. He worked with T.K.
Tong & Co. from the period of November 1993 to April
1997. Thereafter he worked as an assistant accountant in
International Airline Passengers Association (Far East) Ltd.
from October 1997 until May 2005. In March 2006, he
joined Priority Pass (A.P.) Limited and served as an
accountant responsible for general accounting functions
and maintaining full sets of books until November 2008.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Yik Chung John, aged 47, was appointed as an
Independent Non-executive Director on 20 January 2014
and is responsible for providing independent judgment on
issues of strategy, performance, resources and standard
of conduct of the Company. He is also the Chairman of
the Audit Committee and a member of the Nomination
Committee and Remuneration Committee of the Company.
Mr. Wong graduated from the University of Melbourne,
Australia with a degree of bachelor of commerce in
January 1992. He was a member of the Australian
Society of Certified Practising Accountants (“CPA
Australia”) in February 1992 and was admitted as an
associate of the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) in April 1997. Mr. Wong currently
has not renewed his memberships with CPA Australia or
HKICPA. He also obtained the Certificate of Completion
for Senior Management of Listed Companies (LT A&
WMEE N BE 4 ZEE) issued by the Shenzhen Stock
Exchange in November 2011. Mr. Wong has more than 20
years of experience in auditing and corporate finance
work. He had previously served at
PricewaterhouseCoopers, Arthur Anderson & Co. SC,,
Ernst & Young, Deloitte & Touche Corporate Finance
Limited, Vantage Consulting Group and TMF Group
(China). Mr. Wong also holds various directorships in Hong
Kong listed companies. He has been an independent
non-executive director of EcoGreen Fine Chemicals Group
Limited (stock code: 2341) since February 2004; Golden
Resources Development International Limited (stock code:
677) since September 2004; Beijing North Star Company
Limited (stock code: 588) since May 2009; and Biosino
Bio-Technology and Science Incorporation (stock code:
8247) since May 2011. Mr. Wong has also been an
independent director of companies listed on the Shenzhen
Stock Exchange, including Western Securities Co. Ltd.
(Shenzhen Stock Exchange: 002673) since December
2007 and Yang Guang Co. Ltd (Shenzhen Stock
Exchange: 000608) since November 2008. He also held
directorships in foreign listed companies. Mr. Wong was
an independent director of CDW Holding Limited (Main
Board of Singapore Exchange Limited: D38), a company
listed on the Main Board of Singapore Exchange Limited,
from August 2004 to December 2011; and General Steel
Holdings Inc. (New York Stock Exchange, Inc.. GSI), a
company listed on the New York Stock Exchange, Inc.,
from August 2005 to July 2010.
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Mr. Wong Chi Chiu, aged 43, was appointed as an
Independent Non-executive Director on 20 January 2014
and is responsible for providing independent judgment on
issues of strategy, performance, resources and standard
of conduct of the Company. He is also the Chairman of
the Remuneration Committee and a member of the Audit
Committee of the Company. Mr. Wong obtained a degree
of bachelor of engineering in electrical engineering from
The Hong Kong Polytechnic University in November 1993.
He further received his master of science in engineering
(building services engineering) degree from The University
of Hong Kong in December 2004. Mr. Wong was
registered as a chartered engineer (CEng) at the
Engineering Council in April 1998 and was registered as a
registered professional engineer in electrical discipline at
the Engineers Registration Board in July 1999. He has
been a member of The Institution of Engineering and
Technology since February 1998 and the Hong Kong
Institution of Engineers since May 1998. Mr. Wong has
about 22 years of experience in the engineering industry.
From June 1993 to February 1995, he worked with
Parsons Brinckerhoff (Asia) Ltd. (“Parsons”) and his last
position was an engineer. He then joined FTB Tooling &
Engineering Ltd, a subsidiary of FTB Packaging Limited,
as an electrical engineer in February 1995 until July 1996.
Thereafter, he worked with Parsons until August 2009 and
his last position in Parsons was senior associate. After his
tenure with Parsons, he joined Evergo Holdings (China)
Company Limited in August 2009 and his last position
was senior building services manager (China) when he left
in October 2012. Currently, he has been the manager
under Hang Lung (Administration) Limited, a subsidiary of
Hang Lung Group, since January 2013.
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Mr. Li Shui Yan, aged 44, was appointed as an
Independent Non-executive Director on 20 January 2014
and is responsible for providing independent judgment on
issues of strategy, performance, resources and standard
of conduct of the Company. He is also a member of the
Audit Committee and Nomination Committee of the
Company. Mr. Li obtained a degree of bachelor of
business administration from National Chengchi University
in Taiwan in June 1994. Mr. Li has more than 17 years of
experience in corporate finance. He was a dealer’s
representative and an investment representative from
October 1995 to May 2001 and an investment advisor
from May 2001 to March 2003 under the Securities
Ordinance. From June 1995 to March 2001, he worked
with TIS Taiwan International Securities (HK) Limited and
his last position was senior manager. He was also the
managing director and responsible officer of Cinda
International Capital Limited (transferred to Cinda (BVI)
Limited in December 2001) from March 2001 to July 2011.
Currently, he has been the managing director and
responsible officer of Messis Capital Limited since
October 2011.

SENIOR MANAGEMENT

Mr. Tse Ka Wing, aged 38, joined the Group on 20 May
2013 and is the Company Secretary and Chief Financial
Officer of the Group. Mr. Tse graduated from The Chinese
University of Hong Kong in December 1997 with a
bachelor of business administration degree. He has been
an associate of the Hong Kong Institute of Certified Public
Accountants and a member of the Association of
Chartered Certified Accountants since April and January
2001 respectively. Mr. Tse is a professional accountant
with over 16 years of experience in accounting. He first
joined Ernst & Young in September 1997 and his last
position was senior manager of the assurance department
when he left in November 2010. From December 2010 to
May 2013, he was the chief financial officer of
TransGlobal (Asia) Holdings Limited during which he was
responsible for mergers and acquisitions activities of its
group companies, as well as overseeing its group’s
financial management, financial reporting and corporate
secretarial functions.
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Report of the Directors
EERS

The Directors submit their report together with the audited
financial statements for the year ended 31 December
2013.

CORPORATE REORGANISATION

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability on 13 June
2013 under the Companies Law of the Cayman Islands.
Pursuant to a reorganisation (the “Reorganisation”) in
preparation for the listing of the shares of the Company
(the “Listing”) on the Growth Enterprise Market (“GEM”) of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), the Company became the holding company
of the Group. Details of the Reorganisation are set out in
the prospectus of the Company dated 24 January 2014
(the “Prospectus”). The Company’s shares were listed on
GEM on 7 February 2014 (the “Listing Date”).

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment
holding. The principal activities of the principal
subsidiaries are set out in note 12 to the financial
statements.

An analysis of the Group’s performance for the year by
operating segment is set out in note 19 to the financial
statements.

RESULTS AND APPROPRIATIONS

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

The Board recommends the payment of a final dividend of
HK1.5 cents per ordinary share, totaling HK$19,800,000.
Subject to the approval of the shareholders of the
Company at the forthcoming annual general meeting of
the Company, the proposed final dividend will be paid on
or about 26 May 2014 to shareholders of the Company
whose names appear on the register of members of the
Company on 12 May 2014.
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RESERVES

Movements in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity and note 14 to the
financial statements, respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of
the Group during the year are set out in note 5 to the
financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company
are set out in note 13 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December
2013 amounted to approximately HK$22,364,000.

PRE-EMPTIVE RIGHTS

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

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and
liabilities of the Group, as extracted from the Prospectus
and the consolidated financial statements of the Company
for the year ended 31 December 2013, is set out on
page 132 of the annual report. This summary does not
form part of the audited financial statements.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

During the year ended 31 December 2013, save as
disclosed in the Prospectus, the Company did not redeem
any of its shares, and neither did the Company nor any of
its subsidiaries purchase or sell any of the Company’s
shares.
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SHARE OPTION SCHEME B ESTE

The Company has a share option scheme (the “Share AR FMERETZICREAQFTME —RER
Option Scheme”) which was approved and adopted Z—Z—WFE—A-+H(RMEBDBRBHER
pursuant to the written resolutions of the sole Shareholder /}& uimﬁﬁﬁéLﬂ&Tm e T REBRESEIN
passed on 20 January 2014 (the “Adoption Date”). The T E{EF Lt - B AHE 5T IV G X T IR R Al %
following is a summary of the principal terms of the Share  #k F R B F23F M & °

Option Scheme. The terms of the Share Option Scheme

are in accordance with the provisions of Chapter 23 of the

GEM Listing Rules.

(a) Purpose of the Share Option Scheme () BRESTENEN
The purpose of the Share Option Scheme is to BB EEEARBUNEEN AR
provide the Company with a flexible means of giving 2HEE(ERXRTIORTHE - 25 - B
incentive to, rewarding, remunerating, compensating & HESEF AREREREA
and/or providing benefits to the Participants (as BETNIRFHLEMEMEB M -

defined below) and for such other purposes as the
Board may approve from time to time.

(b)  Participants of the Share Option Scheme (b) ERETBNSME
On and subject to the terms of the Share Option MR I5 B8 A i ST B i R I B AR TR AR A (3K
Scheme and the requirements of the GEM Listing ZEHBR) EFSA MGG

Rules, the Board may, at its discretion, invite:

()  any director of each member of the Group or i) AEEZKEQTHEMAEEK
of any entity in which any member of the BARFBATEMRE ZEMERE(H
Group holds any equity interest (“Invested KREEBNEWNES:

Entity”);

(i)  any employee (whether full-time or part-time) of (i) AEEBZKEAAXTMEEKREE
each member of the Group or of any Invested EOEETHE2B I FB(E
Entity (the “Employee”); 81);

(i) any discretionary objects of a discretionary trust (il AEEBSKERFXNETMAHKLESR
established by any Employee or any director of EHNIRESENRTMESKIINE
each member of the Group or of any Invested BEANEAHBEZ=EA:

Entity;

(iv) a company beneficially owned by any Employee vy AEESKEAAHEMERESR
or any director of each member of the Group BTN EEXFTNEETERHEER
or of any Invested Entity; EO/NETE
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2013 4 B E X% EER



42

Report of the Directors
E5ERS

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

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

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

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

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

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

Duration
The Share Option Scheme shall be valid and

effective for a period of 10 years commencing on
the Adoption Date.
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Timing for exercising option

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

Acceptance and payment on acceptance of option
offer

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

Subscription Price

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

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

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

(i) the nominal value of a Share.
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Perfect Optronics Limited

Maximum number of Shares available for
subscription

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

As at the date of this report, the Company had
132,000,000 share options outstanding under the
Share Options Scheme, which represented
approximately 10% of the Company’s shares in
issue as at that date.

Maximum entitlement of Shares of each Participant

The total number of Shares issued and to be issued
upon exercise of the options granted to each
Participant under the Share Option Scheme and any
other share option schemes of the Company
(including both exercised and outstanding Options)
in any 12-month period shall not exceed 1% of the
total number of Shares in issue. Any further grant of
share options in excess of this limit is subject to
shareholders’ approval in a general meeting.
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Share options granted to a director, chief executive
or substantial shareholder of the Company, or to any
of their respective associates, are subject to
approval in advance by the independent non-
executive directors. In addition, any share options
granted to a substantial shareholder or an
independent non-executive director of the Company,
or to any of their respective associates, in excess of
01% of the shares of the Company in issue at any
time or with an aggregate value (based on the price
of the Company’s shares at the date of grant) in
excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in
a general meeting.

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

DIRECTORS

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

Executive Directors

BITEF

Mr. Cheng Wai Tak (Chairman)
BEELE(ER)

Mr. Cheng Cheung Wai
BRELE

Mr. Liu Ka Wing

BREEYE

Independent Non-executive Directors
BUUFHITEF

Mr. Wong Yik Chung John
BEALE

Mr. Wong Chi Chiu

BEEBEL

Mr. Li Shui Yan

IR EE

MANBSES (THRAHKETEREL
FESBZEMBEALETERERS
ERMEARRBIYIERTESRE - %
Sho WEREIMN+_EAR  BFAA
FEBREXBLIERTESTAHES az
Eﬁ%%AiZ%k%hﬁm FAED
BTN Z01% kB E(RIER L ERIEE
A AR R B 10 B 1% 51 &) #8 #15,000,0007%
T AEELEEREAG ERERER
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AAFREEEEARSAHNEES

(appointed on 13 June 2013)
(RZZE—=FNA+=HEZT)
(appointed on 18 June 2013)
(RZE—=FRA+/\BEZMF)
(appointed on 18 June 2013)

—=ZFXNATNAEZRE)

(appointed on 20 January 2014)
(RZE—NE—-—A-Z+HEZE)
(appointed on 20 January 2014)
(RZE-—NE-—A=-Z+HEZE)
(appointed on 20 January 2014)
(RZE-—MHE-—A-Z+HEZE)
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By virtue of article 112 of the articles of association of the
Company, Mr. Cheng Wai Tak, Mr. Cheng Cheung Wai,
Mr. Liu Ka Wing, Mr. Wong Yik Chung John, Mr. Wong
Chi Chiu and Mr. Li Shui Yan shall hold office until the
forthcoming annual general meeting of the Company and,
being eligible, offer themselves for re-election at such
meeting.

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

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service
contract with the Company for a term of three years
commencing on the Listing Date and will continue
thereafter until terminated by either party giving not less
than three months’ prior written notice to the other. They
are subject to retirement by rotation and re-election at the
Company’s annual general meeting in accordance with the
Company’s articles of association.

Each of the Independent Non-executive Directors has
entered into a letter of appointment with the Company for
a term of three years commencing on the Listing Date,
subject to retirement by rotation and re-election at annual
general meeting and until terminated by not less than
three months’ notice in writing served by either party on
the other.

None of the Directors who are proposed for re-election at
the forthcoming annual general meeting has a service
contract with the Company which is not determinable
within one year without payment of compensation, other
than statutory compensation.

EMOLUMENT POLICY

In order to attract and retain high quality staff and to
enable smooth operation within the Group, the Group
offered competitive remuneration packages (with reference
to market conditions and individual qualifications and
experience) and various in-house training courses. The
remuneration packages are subject to review on a regular
basis.
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The emoluments of the Directors are recommended by the
remuneration committee of the Company, having regard to
the Group’s operating results, market competitiveness,
individual performance and achievement, to the Board for
determination.

Details of the Directors’ remuneration and the five highest
paid individuals are set out in note 23 to the financial
statements.

DIRECTORS’ INTERESTS IN CONTRACTS

Perfect Display Limited (“Perfect Display”), a wholly-owned
subsidiary of the Company, has entered into a tenancy
agreement as tenant with Earn Master Limited (“Earn
Master”) as landlord (the “Tenancy Agreement”) to lease a
premises in Hong Kong at an annual rental of
HK$816,000 for a term of 3 years from 1 September
2012 to 31 August 2015. Earn Master was paid a rental
fee of HK$816,000 for the year ended 31 December
2013. Earn Master Limited is wholly owned by the spouse
of Mr. Cheng Wai Tak, an Executive Director.

Save for contracts amongst group companies and the
aforementioned transaction, no other contracts of
significance to which the company, any of its subsidiaries,
fellow subsidiaries or its parent company was a party and
in which a director of the company had a material
interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details of Directors and senior
management are set out on pages 34 to 38 of the annual
report.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND/OR SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES
OF THE COMPANY OR ANY ASSOCIATED
CORPORATION

As at 31 December 2013, the shares of the Company
were not listed on GEM. The respective Divisions 7 and 8
of Part XV of the Securities and Futures Ordinance (the
“SFQO”), Section 352 of the SFO and Rules 5.46 to 5.67 of
the GEM Listing Rules were not applicable.

As at the date of this report, interests and short positions
in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) held by the Directors and
chief executives of the Company which have been notified
to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which were taken or deemed
to have under such provisions of the SFO) or have been
entered in the register maintained by the Company
pursuant to section 352 of the SFO, or otherwise have
been notified to the Company and the Stock Exchange
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules
are as follows:

EERFETHRAERAQFHRE
0] AH B8t 0% B B9 IR 42 K AR B AR 4D P Y
BER/AKRE

RZE—Z=ZF=ZA=+—H ARABROHIEEXER
BIERET MEBHFLBEKRNTESFRBE
& B D) EXVERETRED B« BEH R B EIENE
35216 K Bl ik £ 4R Bl 585,462 5.67 1§ I 7~ i
}EH °

RAFRERS  EFRARREZTHRABRA
DA EFAER LR (EXRFLHRBAE K
EXVE) B - BERNRESY  BHERIE
BEREEKROIEXVEETRE8D FATHTE -
ENMEANARBIHNEZEAR (BERES
BEFHFRBEGRIOZZEXEEFRER
EMANEZ AR HIREZEHFRBEK
SEB21EFTHRTE + 7H 30 8RTE % AR ) T 48 Ay = Re it
NEEz RKE - BB AI R LR AIE5.46
E567IRFTME  BAEANAR RN ER
MABIT:

Long positions in shares of the Company: RAERBABRODHER:
Percentage of the
Number of Company’s issued
Name of director Capacity shares held share capital
AARBHTRAE
B i-8%) FEERGOHEE BOES T
Mr. Cheng Wai Tak Interest in controlled 990,000,000 (Note) 75%

corporation

gEEiE RyyrEEs 990,000,000 (¥t ) 75%
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Long positions in shares and underlying shares of
associated corporation:

REBIEROREBROTFHER:

Percentage of the

Name of associated
associated Number of corporation’s
Name of director corporation Capacity shares held issued share capital
FER B EE S #1T
EEpE HEEE AR &6 R & B RABDLE
Mr. Cheng Wai Tak Winful Enterprises Directly beneficially 1 100%
Limited (“Winful owned (Note)
Enterprises”)
BEELE Winful Enterprises BEEERHESR 1 100%
Limited (“Winful (M 5%)
Enterprises”)
Note: B &t -

These 990,000,000 shares are held by Winful Enterprises, which in turn is
wholly and beneficially owned by Mr. Cheng Wai Tak. As such, Mr. Cheng
Wai Tak is deemed under the SFO to be interested in these 990,000,000
shares held by Winful Enterprises.

Save as disclosed above, as at the date of this report,
none of the Directors and chief executives had registered
an interest or short position in the shares, underlying
shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) that was required to be recorded pursuant to
Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the
standards of dealing by Directors pursuant to Rules 5.46
to 5.67 of the GEM Listing Rules.

% %.990,000,0000% A% 13 A Winful Enterprises# & » i Winful
Enterprises HEBEZELEE T EAREEZHE - At - BREES
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND/OR SHORT POSITIONS

IN THE SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 31 December 2013, the shares of the Company
were not listed on the GEM. So far as the Directors are
aware, as at the date of this report, other than the
director and chief executive of the Company, the following
persons/entities have an interest or a short position in the
shares or the underlying shares of the Company as

recorded in the register of the Company required to be
kept under section 336 of the SFO:

FTERRRAQANREG - HERK
RESPTHNREER/FAXR

RIB—=F+"RA=+—H ARAHNKRMNL
ARBIFR L™ - LEBFEMA - RAREEH -
MREERARBEEZTBAEI  TIAL &
BERARANBROBBERDPEEREE
M BB F 3BT E - AL SR % 5 D)
PIIEMARRBERMANERIOKS

Percentage of
the Company’s

Number of issued share
Name Note Capacity shares held capital
KATE BT
o Mz H4 iR 8B RABD L
Winful Enterprises (@) Beneficial owner 990,000,000 75%
Winful Enterprises @ Em#EAA 990,000,000 75%
Warriors Technology (b)  Beneficial owner 66,000,000 5%
Investments Limited
Warriors Technology ) EZHEEA 66,000,000 5%
Investments Limited
Suns Holding Limited (b) Interest in controlled corporation 66,000,000 5%
Suns Holding Limited (o) XEEEER 66,000,000 5%
Innolux Holding Limited (b) Interest in controlled corporation 66,000,000 5%
Innolux Holding Limited (b))  S3%A B # 2% 66,000,000 5%
Innolux Corporation (b) Interest in controlled corporation 66,000,000 5%
BHEltERNER AR (b) SEZEEER 66,000,000 5%

Notes:

Bt

(a) Mr. Cheng Wai Tak is deemed under the SFO to be interested in (a)
these 990,000,000 shares held by Winful Enterprises.

(b) These 66,000,000 shares are directly held by Warriors Technology (b)
Investments Limited, a wholly-owned subsidiary of Suns Holding
Limited which is wholly-owned by Innolux Holding Limited. Innolux
Holding Limited is in turn wholly-owned by Innolux Corporation.
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Save as disclosed above, as at the date of this report, no
other persons had any interests or short positions in the
shares or underlying shares of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) as recorded in the register required to be kept
under section 336 of the SFO.

MANAGEMENT CONTRACTS

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

MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2013, sales to the
Group’s five largest customers accounted for 50.7% of the
total sales for the year and sales to the largest customer
included therein amounted to 20.5%. Purchases from the
Group’s five largest suppliers accounted for 96.0% of the
total purchases for the year and purchase from the largest
supplier included therein amounted to 77.9%. Such
largest supplier owns 5% of the Company’s issued share
capital as at the date of this report.

Save as disclosed, none of the Directors, their associates
or any shareholder (which to the knowledge of the
Directors owns more than 5% of the Company’s share
capital) had an interest in these major suppliers or
customers.

MATERIAL RELATED PARTY
TRANSACTION

The material related party transaction in relation to the
rental fee paid to a related party as disclosed in note 32
to the financial statements is continuing connected
transactions exempt from reporting, annual review,
announcement and independent shareholders’ approval
requirements pursuant to Rule 20.33(3)(c) of the GEM
Listing Rules. Further details are set out in the section
headed “Connected Transactions — Exempted Continuing
Connected Transaction” in the Prospectus.
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The material related party transactions in relation to the
key management personnel remuneration as disclosed in
note 23 to the financial statements are connected
transactions exempt from reporting, announcement and
independent shareholders’ approval requirements pursuant
to Rule 20.31(6) of the GEM Listing Rules.

Save as disclosed above, the Directors consider that
those material related party transactions disclosed in note
32 to the financial statements did not fall under the
definition of “connected transactions” or “continuing
connected transactions” (as the case may be) in Chapter
20 of the GEM Listing Rules which are required to comply
with any of the reporting, announcement or independent
shareholders’ approval requirements under the GEM
Listing Rules.

CONNECTED TRANSACTION AND
CONTINUING CONNECTED
TRANSACTION

During the year ended 31 December 2013, the Group has
not entered into any connected transactions that are not
exempted under Rule 20.31 of the GEM Listing Rules nor
any continuing connected transactions that are not
exempted under Rule 20.33 of the GEM Listing Rules.

USE OF PROCEEDS FROM THE
COMPANY’S PLACING

The proceeds from the Company’s issue of 330,000,000
new shares (the “Placing”) at the time of the Listing
amounted to approximately HK$76 million, net of
underwriting fees and other related expenses.

As at the date of this report, the Directors do not
anticipate any change to the plan as to the use of
proceeds. The Company intends to apply the net
proceeds from the Placing in the manner consistent with
that stated under the section headed “Future plans and
use of proceeds from the Placing” of the Prospectus.
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SUFFICIENCY OF PUBLIC FLOAT

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

COMPLIANCE ADVISER’S INTERESTS

In accordance with Rule 6A19 of the GEM Listing Rules,
the Company has appointed Grand Vinco Capital Limited
(*Vinco”) to be the compliance adviser. Vinco, being the
sponsor, has declared its independence pursuant to Rule
6A.07 of the GEM Listing Rules. Save as provided for
under the underwriting agreement relating to the Placing,
neither Vinco nor any of its associates and none of the
directors or employees of Vinco who have been involved
in providing advice to the Company as the sponsor, has
or may, as a result of the Placing, have any interest in any
securities of the Company or any other companies of the
Group (including options or rights to subscribe for such
securities).

The compliance adviser’s appointment is for a period
commencing on the Listing Date and ending on the date
on which the Company complies with Rule 18.03 of the
GEM Listing Rules in respect of the despatch of its
annual report of the financial results for the second full
financial year commencing after the Listing Date, i.e. for
the year ending 31 December 2016, or until the
compliance adviser agreement is terminated, whichever is
earlier.
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COMPLIANCE OF NON-COMPETITION
UNDERTAKING

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

Details of the Non-Competition Deed has been set out in
the section headed “Relationship with Controlling
Shareholders” of the prospectus of the Company.

CORPORATE GOVERNANCE

Details of the corporate governance practices adopted by
the Company are set out in the Corporate Governance
Report on pages 20 to 33 of the annual report.

EVENTS AFTER THE REPORTING PERIOD

Details of the significant events of the Group after the
reporting period are set out in note 33 to the financial
statements.
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Report of the Directors
EERS

AUDITOR

The financial statements for the year ended 31 December
2013 were audited by PricewaterhouseCoopers, who was
appointed by the Directors as the first auditor of the
Company will retire at the forthcoming annual general
meeting. A resolution will be proposed at the forthcoming
annual general meeting of the Company to re-appoint
PricewaterhouseCoopers as auditor of the Company.

On behalf of the Board
Perfect Optronics Limited

Cheng Wai Tak
Chairman

Hong Kong, 24 March 2014
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Independent Auditor’s Report

& 1% SN 6D ¥ &5

i
pwc

TO THE SHAREHOLDERS OF
PERFECT OPTRONICS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Perfect Optronics Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 58
to 131, which comprise the consolidated and company
statements of financial position as at 31 December 2013,
and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies
and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and
to report our opinion solely to you, as a body, and for no
other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of
this report.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Independent Auditor’s Report

&1 % SN ED i &5

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s
preparation of consolidated financial statements that give
a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation
of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2013, and of the
Group’s profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24 March 2014
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Consolidated Statement of

Financial Position
%

RO M IFIAN R
As at 31 December 2013
R-_F—=F+-A=+-8

2013 2012
—_E—=F —E——fF
Note HK$°000 HK$’000
=2 FHE T FH&T
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment Y% - BREREE 5 1,537 1,524
Deferred income tax assets BIESHEE 15 57 —
1,594 1,524
Current assets REBEE
Inventories FE 6 131,426 128,593
Trade and other receivables JiE UK BR 3R K
Eo b R 7 152,459 123,292
Amounts due from related JiE s [ Bt R B BB
companies 9 = 8,758
Financial assets at fair value UARBEGTEEIA
through profit or loss BaNemEE 10 = 4,593
Restricted bank deposits ZREIRITFER 11 35,038 30,246
Cash and cash equivalents RekREEEY 11 62,869 50,101
381,792 345,583
Total assets EERE 383,386 347,107
EQUITY e
Share capital fi% 2 13 — =
Reserves B 14 37,950 38,000
Retained earnings BF = 100,785 59,652
Total equity AR 138,735 97,652

Perfect Optronics Limited Annual Report 2013
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Consolidated Statement of

Financial Position
én B B FS AR iR R

As at 31 December 2013
RZTE—=F+=ZRA=+—H

2013 2012
—_E—=F f ol i s
Note HK$°000 HK$'000
B 5E FET FH&T
LIABILITIES &
Non-current liabilities QF?EEJEF
Deferred income tax liabilities EEMSHaE 15 — 2
= 2
Current liabilities REBAE
Trade and other payables FER IR &
oAb & TR 16 159,411 152,861
Amount due to a shareholder FE — R R EFRIB 8 — 21,217
Amount due to a related company & — & B EE A 7
KIE 9 = 11,859
Bank borrowings |ITERK 17 75,531 63,287
Current income tax liabilities EHFEHAaE 9,709 229
244,651 249,453
Total liabilities BERE 244,651 249,455
Total equity and liabilities ERRkaBERE 383,386 347,107
Net current assets RBEEZFHE 137,141 96,130
Total assets less current liabilites ZEEZABERABER 138,735 97,654

The notes on pages 64 to 131 are an integral part of 64 ZFITEMMNFALSHETHRERD
these consolidated financial statements. HBAER D o

The consolidated financial statements on pages 58 to 131 $58E E F131EMGEEMBEMRER =T — I
were approved by the Board of Directors on 24 March F=AZ+MHAMESESE IRAEEE
2014 and were signed on its behalf.

Cheng Wai Tak Liu Ka Wing
Director Director
BEE BE&

EZE EZE

Annual Report 2013  Perfect Optromcs Limited 59
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Statement of

Financial Position

B #5 7iA 0 R

As at 31 December 2013
RZTE—=F+=ZRA=+—H

2013
—_E—=
Note HK$°000
B 5 FE T
ASSETS BE
Non-current assets kRBEE
Investments in subsidiaries R B ARIMIKE 12 136,082
136,082
Current assets REBEE
Other receivables Hoth & U 7(d) 4,574
Amount due from a subsidiary JiE W — P BfY /&8 R R) 3R IR 12 22,800
27,374
Total assets EEHE 163,456
EQUITY E=
Share capital & 7 13 —
Reserves & 14 136,082
Retained earnings BF = 22,364
Total equity EREE 158,446
LIABILITIES =R
Current liabilities REEE
Amount due to a subsidiary JE A< — R BfY /&8 R R BIE 12(b) 5,010
Total liabilities BEHBE 5,010
Total equity and liabilities ExRBEEHE 163,456
Net current assets REBEEZFH 22,364
Total assets less current liabilities BEAERARBEE 158,446

The notes on pages 64 to 131 are an integral part of

these financial statements.

B e

FOARZFIBENM IR EIMBRROMAK

The financial statements on pages 58 to 131 were HS8BEERIBNAMUBHREREN-F—HF=

approved by the Board of Directors on 24 March 2014

and were signed on its behalf.

Cheng Wai Tak

Director
BEE
EFE

Perfect Optronics Limited Annual Report 2013
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Consolidated Statement of

Comprehenswe Income
/\ T\
||-7.|_ l:l + E LI&
For the year ended 31 December 2013
BE-—T-=F+-A=t+—HLFE
2013 2012
—T—=4F T e
Note HK$’000 HK$'000
M 3 FTET FAT
Revenue A 18 1,669,556 1,382,583
Cost of sales iz RPN 19 (1,523,366) (1,307,593)
Gross profit EF 146,190 74,990
Other losses, net Hibh 1858 21 (716) (323)
Distribution and selling expenses 7 8 & $4 & F X 20 (14,713) (14,336)
General and administrative THHAX
expenses 20 (40,524) (16,247)
Operating profit KEFH 90,237 44,084
Finance income B W s 24 89 112
Finance costs &R 24 (2,652) (2,049)
Profit before income tax & BT 18 %% 51 78 87,674 42147
Income tax expense Frigii & A 25 (16,541) (6,954)
Profit for the year FEFHE 71,133 35,193
Other comprehensive income  Hftz 2 E Uk 2
Iltem that may be reclassified BEERE 7 E R
subsequently to profit or loss ZHHE
Currency translation differences SN & =58 (50) —
Total comprehensive income FEZHWALEHE
for the year 71,083 35,193
Profit for the year attributable HEFBEBRN:
to:
Equity holders of the Company AR AIEZEHEAEA 71,133 35,193
Total comprehensive income for & E 2 & W &%
the year attributable to: BREEBERN:
Equity holders of the Company ~ AAEIE#=FFA A 71,083 35,193
Basic and diluted earnings EREARBEEF

per share

27 HK7.19 centsiE I HK3.55 cents& Il

The notes on pages 64 to 131 are an integral part of

these consolidated financial statements

Dividends

R 2

B B F 47

49,800

LR E T

58,000
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Consolidated Statement of
Chonges in Equity
RO mMEE R

For the year ended 31 December 2013
HE-_T—=F+-A=+—HLEFE

Attributable to equity holders

of the Company

FERERTEZZEFTA
Share Other Exchange Retained Total
capital reserve reserve earnings equity
;i HiifkEs ERGE Brkz R4S
Note HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
B 5 FH&ET FHExT FHET F& T FH& T
(Note 13) (Note 14(a))
(M 5E13) (Kt sE14(2)
Balance at 1 January 2012 —ET—-—F—R—RA%&#H = 38,000 S 82,459 120,459
Profit and total comprehensive FEREEEHEKRSBE
income for the year = = = 35,193 35,193
Transaction with equity holder: EEEZFEEANK S :
Dividends i B 29 - - —  (58,000)  (58,000)
Balance at 31 December 2012 —Z—=
+=-—A=+—8% — 38,000 — 59,652 97,652
Balance at 1 January 2013 —ET-=F—-A—H&EH® = 38,000 - 59,652 97,652
Comprehensive income: 2TH W
Profit for the year FEFHE = = = 71,133 71,133
Other comprehensive income: Hfth 2 U 2 :
Currency translation difference SN & =58 - - (50) - (50)
Transaction with equity holder: EHEHIFEANKS :
Dividends % B 29 - - — (30,0000  (30,000)
Balance at 31 December 2013 —Z—=4
+-B=+—B&% - 38,000 (50) 100,785 138,735

Perfect Optronics Limited Annual Report 2013
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Consolidated Statement of
Cash Flows
BIRERER

For the year ended 31 December 2013
HEZZ—=F+-A=+—HLFE

2013 2012
—E2—=F oo e 1S
Note HK$’000 HK$'000
B & T T FHET
Cash flows from operating activities E& ZHNELSHE
Net cash generated from operations #& & /EBE L FH S 28 75,576 6,671
Income tax paid [=ERRFIEELS (7,120 (6,991)
Interest paid XN RS (2,652) (2,049)
Net cash generated from/(used in)  &&EsES (FFA)
operating activities FIRE 65,804 (2,369)
Cash flows from investing activities REZFHHNHEESHRE
Purchases of property, plant and BEWME  BELFZE
equipment S} (763) (1,211)
Proceeds from disposal of property, HEWE  BMENH&RE
plant and equipment FTiSs78 250 —
Proceeds from disposal of financial HENUAABEEE
assets at fair value through profit ABENEREED
or loss Fr 18 5K 18 4,576 —
Interest received 2 U F 2 89 112
Net cash generated from/(used in) & ESELS /(FTH)
investing activities FIRE 4152 (1,099)
Cash flows from financing activities BEFEHNHRESRE
Proceeds from bank borrowings RITEEMERE 252,177 159,764
Repayment of bank borrowings EERITEE (239,933) (126,014)

Increase in restricted bank deposits 5% R il $8 1777 F 42 0 (4,792) (1,046)

Professional service fees in respect of & A% {5 it & &9

preparation for share placing BERKE (4,574) -
Dividends paid BT AR B (60,000) (28,000)
Net cash (used in)/generated from  BYEEE (FTH),E4L

financing activities IR (67,122 4,704
Increase in cash and cash He hESSEWEMN

equivalents 12,834 1,236
Cash and cash equivalents at FUNHRERREEEYD

beginning of year 50,101 48,865
Exchange loss on cash and cash RehBeEBYIER

equivalents &5 18 (66) =
Cash and cash equivalents at FREGRKASEED

end of year 62,869 50,101

Annual Report 2013  Perfect Optromcs Limited
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Notes to the Consolidated
Financial Statements
&x B i #5 ¥R 2 Bif 5

GENERAL INFORMATION

The Company was incorporated in the Cayman
Islands on 13 June 2013, as an exempted company
with limited liability under the Companies Law (as
Revised) of the Cayman Islands. The Company’s
immediate and ultimate holding company is Winful
Enterprises Limited, a company incorporated in the
British Virgin Islands (the “BVI”). The address of its
registered office is Clifton House, 75 Fort Street, PO
Box 1350, Grand Cayman KY1-1108, Cayman
Islands. The Company’s shares are listed on the
Growth Enterprise Market (“GEM”) of The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) on 7 February 2014 (the “Listing”).

The Company is an investment holding company
and its subsidiaries (together the “Group”) are
principally engaged in the trading of display panel
and related electronic components.

Pursuant to a group reorganisation (the
“Reorganisation”) and capitalisation of 989,990,000
shares in preparation for the Listing, the Company
became the holding company of the subsidiaries
now comprising the Group on 31 December 2013,
the details of which are as set out in the prospectus
issued by the Company dated 24 January 2014 (the
“Prospectus”).

The financial statements are presented in Hong Kong
dollars (HK$), unless otherwise stated. These
financial statements have been approved for issue by
the Board of Directors on 24 March 2014.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

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

Perfect Optronics Limited Annual Report 2013
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Notes to the Consolidated
Financial Statements

W

2

#n © B 5 ¥ 2% BT 5E

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

21

Basis of preparation

The consolidated financial statements of
Perfect Optronics Limited have been prepared
in accordance with the Hong Kong Financial
Reporting Standards (“HKFRS”) issued by the
Hong Kong Institute of Certified Public
Accountants (“HKICPA”). The consolidated
financial statements have been prepared under
the historical cost convention, as modified by
financial assets at fair value through profit or
loss.

The preparation of consolidated financial
statements in conformity with HKFRS requires
the use of certain critical accounting estimates.
[t also requires management to exercise its
judgement in the process of applying the
Group’s accounting policies. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements are disclosed in Note 4.

2

21
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Notes to the Consolidated
Financial Statements
#x B B 55 ¥R XK Bif 5%

2 SUMMARY OF SIGNIFICANT 2 BRBEBEAE)
ACCOUNTING POLICIES (Continued)
2.1 Basis of preparation (Continued) 21 RBEE(E)
()  The following amendments to standards () THERZEITRTITR_ZT—

—F-A-HEURRHBEZE
TR AR - R F R
PACTINE: SIS ST S PYe ]
BIRRERENTE:

are mandatory for accounting periods
beginning on or after 1 January 2013.
The adoption of these amendments to
standards does not have any significant
impact to the results and financial

position of the Group:

HKAS 19 (2011)  Employee Benefits BB GHENEI9 BERF
% (20114F)
HKAS 27 (2011)  Separate Financial Statements BB ERF2 BUGFBKHRE

HKAS 28 (2011)

Investments in Associates and

5% (20114F)

TR gt ERIF28

EBEARREE

Joint Ventures 5% (20114F) TEMKE

HKFRS 10 Consolidated Financial BBV BMELR SKEMBRER

Statements F105%
HKFRS 11 Joint Arrangements BAVBEREEL AETH
B115%
HKFRS 12 Disclosure of Interests in Other EEUBREER FEEHGOEED
Entities F1258 HEas
HKFRS 13 Fair Value Measurement BEAVBRELL AREBENGE
F135%
HK(IFRIC)-Int 20  Stripping Costs in the EE BB ESR BRBEERED
Production Phase of a LREZEY FIER B A
Surface Mine — REFE20%

Amendment to First-time Adoption of HKFRS BEAVBRELL BRERANEEHG

HKFRS 1 — Government Loans EabACCH) ®EER — K
) NER

Amendment to Disclosures — Offsetting BEAVBRE BE — UBEE

HKFRS 7 Financial Assets and HERIETSR R B A EEH
Financial Liabilities (BRI A)

Amendment to Consolidated Financial BEEMBREEN GEMBRE &
HKFRS 10, 11 Statements, Joint E105% - EN ERYRIRETE
and 12 Arrangements and Disclosure SRR E125% (15 Hith B a &

of Interests in Other Entities: HES) #m AE RS
Transition Guidance

Annual Improvements to HKASs and FEHEEE —E-—FFEE
improvement HKFRSs 2011 FHER RE A
projects BmEER 2

2013 &}

Perfect Optronics Limited Annual Report 2013
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Notes to the Consolidated
Financial Statements
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

21 Basis of preparation (Continued)

(i) The following new standards, amendment
to standards and interpretations have
been issued but are not effective and
have not been early adopted. The Group

plans to adopt
amendments
interpretations
effective.

HKFRS 9

HKFRS 14

HK(IFRIC) 21

Amendments to
HKAS 19

Amendments to
HKAS 32

Amendments to
HKAS 36

Amendments to
HKAS 39

Amendments to
HKFRS 7 and
HKFRS 9

Amendments to
HKFRS 10,
HKFRS 12 and
HKAS 27

Annual improvement
projects

Annual improvement
projects

these new standards,
to standards and
when they become

Financial Instruments®
Regulatory Deferral

Accounts*

Levies'

Defined Benefits Plans?

Offsetting Financial Assets
and Financial Liabilities'

Recoverable Amount
Disclosures for
Non-financial Assets!

Novation of Derivatives and
Continuation of Hedge
Accounting’

Mandatory Effective Date of

HKFRS 9 and Transition
Disclosures?

Investment Entities’

Annual Improvements
2010-2012 Cycle?

Annual Improvements
2011-2013 Cycle?

ﬂ-l-EAZng(ﬂﬁ)

21 HWAEEE(E)
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R/ ZBFTA

LREBEEBEMEERER
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H AR RM I EIETER
LR ZIEEI A RZERE -
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95
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a R UL
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5SS R ERIFE36
ACHEN)

BB GEIAERE39
EACHES)

BAEVBRELEL
EYE AN TL
CHES)

BB BHRELED
1058 - 12
FREBEE
AR 275 (15
HEN)

FEBERR

FEMBERR

TRITAS

EERTERP

B

SE TR MR #2

HEEMEER
SRARE

FEMEENTTY
Ol 8RB

MTETRAERER
HhgshEz
EE

HERUHEER
EE95% 19 58 Il 1E
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Notes to the Consolidated
Financial Statements

#n © B 5 ¥ 2% BT 5F

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.1 Basis of preparation (Continued)

1 Effective for accounting periods beginning on
or after 1 January 2014.

2 Effective for accounting periods beginning on
or after 1 July 2014.

3 Effective for accounting periods beginning on
or after 1 January 2015.

4 Effective for accounting periods beginning an
or after 1 January 2016.

The Group has not early applied these
new and revised HKFRSs that have been
issued but are not yet effective in the
preparation of the consolidated financial
statements.

The directors of the Company anticipate
that the application of the new and
revised HKFRSs will have no material
impact on the financial statements of the
Group.

2.2 Subsidiaries

2.2.1 Consolidation

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

Perfect Optronics Limited Annual Report 2013
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Notes to the Consolidated
Financial Statements
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

Except for the Reorganisation, the Group
uses the acquisition method of
accounting to account for business
combinations. The consideration
transferred for the acquisition of a
subsidiary is the fair values of the assets
transferred, the liabilities incurred to the
former owners of the acquiree and the
equity interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting
from a contingent consideration
arrangement. Acquisition-related costs
are expensed as incurred. Identifiable
assets acquired and liabilities and
contingent liabilities assumed in a
business combination are measured
initially at their fair values at the
acquisition date. The Group recognises
any non-controlling interest in the
acquiree on an acquisition-by-acquisition
basis either at fair value or at the non-
controlling interest’s proportionate share
of the recognised amount of the
acquiree’s identifiable net assets.

The excess of the consideration
transferred, the amount of any non-
controlling interest in the acquiree and
the acquisition-date fair value of any
previous equity interest in the acquiree
over the fair value of the identifiable net
assets acquired is recorded as goodwill.
If the total of consideration transferred,
non-controlling interest recognised and
previously held interest measured is less
than the fair value of the net assets of
the subsidiary acquired in the case of a
bargain purchase, the difference is
recognised directly in the consolidated
profit or loss.
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Financial Statements
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2

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.2 Subsidiaries (Continued)

221

222

Consolidation (Continued)

Inter-company transactions, balances and
unrealised gains on transactions
between group companies are
eliminated. Unrealised losses are also
eliminated. Accounting policies of
subsidiaries have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

Separate financial statements

Investments in subsidiaries are
accounted for at cost less impairment.
Cost includes direct attributable costs of
investment. The results of subsidiaries
are accounted for by the Company on
the basis of dividend received and
receivable.

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

2.3

Foreign currency translation

()

(i)

Functional and presentation currency

[tems included in the financial statements
of each of Group’s entities are measured
using the currency of the primary
economic environment in which the entity
operates (the “functional currency”). The
consolidated financial statements are
presented in Hong Kong dollars (HK$),
which is the Company’s functional and
the Group’s presentation currency.

Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at the
dates of the transactions or valuation
where items are re-measured. Foreign
exchange gains and losses resulting from
the settlement of such transactions and
from the translation at year-end or
period-end exchange rates of monetary
assets and liabilities denominated in
foreign currencies are recognised in the
consolidated profit or loss.
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Notes to the Consolidated
Financial Statements
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.3 Foreign currency translation (Continued)

(i)

Perfect Optronics Limited
B E2EXEAERA

Group companies

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

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

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

— all resulting currency translation
differences are recognised in other
comprehensive income, and
accumulated as a separate
component of equity.

Goodwill and fair value adjustments
arising on the acquisition of a foreign
entity are treated as assets and liabilities
of the foreign entity and translated at the
closing rate. Exchange differences arising
are recognised in other comprehensive
income.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.4

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation
and accumulated impairment losses. Historical
cost includes expenditure that is directly
attributable to the acquisition of the items.

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

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

Leasehold Over the shorter of the
improvements term of the leases or
5 years
Furniture and office  3-5 years
equipment
Motor vehicles 4-5 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the
end of each reporting period.

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

Gains and losses on disposals are determined
by comparing the proceeds with the carrying
amount and are recognised in consolidated
profit or loss.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.5

2.6

Impairment of non-financial assets

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

Financial assets
() Classification

The Group classifies its financial assets
as financial asset at fair value through
profit or loss and loans and receivables.
The classification depends on the
purpose for which the financial assets
were acquired. Management determines
the classification of its financial assets at
initial recognition.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.6

Financial assets (Continued)

()

Classification (Continued)

@

®)

Financial assets at fair value
through profit or loss

Financial assets at fair value
through profit or loss are financial
assets held for trading. A financial
asset is classified in this category if
acquired principally for the purpose
of selling in the short term.
Derivatives are also categorised as
held for trading unless they are
designated as hedges. Assets in
this category are classified as
current assets if expected to be
settled within 12 months;
otherwise, they are classified as
non-current.

Loans and receivables

Loans and receivables are non-
derivative financial assets with fixed
or determinable payments that are
not quoted in an active market.
They are included in current assets,
except for maturities greater than
12 months after the statement of
financial position date. These are
classified as non-current assets.
The Group’s loans and receivables
comprise trade and other
receivables, amounts due from
related companies, restricted bank
deposits and cash and cash
equivalents.
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2

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.6

Financial assets (Continued)

(i)

(i)

Recognition and measurement

Regular way purchases and sales of
financial assets are recognised on the
trade-date, the date on which the Group
commits to purchase or sell the asset.
Financial assets carried at fair value
through profit or loss are initially
recognised at fair value and transaction
costs are expensed in the consolidated
profit or loss. Financial assets are
derecognised when the rights to receive
cash flows from the investments have
expired or have been transferred and the
Group has transferred substantially all
risks and rewards of ownership. Loans
and receivables are carried at amortised
cost using the effective interest method.

Gains or losses arising from changes in
the fair value of the ‘financial assets at
fair value through profit or loss’ category
are presented in the income statement
within ‘Other losses, net’ in the period in
which they arise.

Offsetting financial instruments

Financial assets and liabilities are offset
and the net amount reported in the
balance sheet when there is a legally
enforceable right to offset the recognised
amounts and there is an intention to
settle on a net basis or realise the asset
and settle the liability simultaneously.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.6

Financial assets (Continued)

(iv) Assets carried at amortised cost

The Group assesses at the end of each
reporting period whether there s
objective evidence that a financial asset
or group of financial assets is impaired.
A financial asset or a group of financial
assets is impaired and impairment losses
are incurred only if there is objective
evidence of impairment as a result of one
or more events that occurred after the
initial recognition of the asset (a “loss
event”) and that loss event (or events)
has an impact on the estimated future
cash flows of the financial asset or
group of financial assets that can be
reliably estimated.

Evidence of impairment may include
indications that the debtors or a group of
debtors is experiencing significant
financial difficulty, default or delinquency
in interest or principal payments, the
probability that they will enter bankruptcy
or other financial reorganisation, and
where observable data indicate that there
is a measurable decrease in the
estimated future cash flows, such as
changes in arrears or economic
conditions that correlate with defaults.
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2

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.6

2.7

Financial assets (Continued)

(iv) Assets carried at amortised cost

(Continued)

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

If, in a subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised (such as an improvement in
the debtor’s credit rating), the reversal of
the previously recognised impairment
loss is recognised in the consolidated
profit or loss.

Current and deferred income tax

The tax expenses for the period comprise
current and deferred income tax. Tax is
recognised in the consolidated profit or loss,
except to the extent that it relates to items
recognised in other comprehensive income or
directly in equity, In this case the tax is also
recognised in other comprehensive income or
directly in equity, respectively.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.7 Current and deferred income tax (Continued)

@

(b)

Current income tax

The current income tax charge is
calculated on the basis of the tax laws
enacted or substantively enacted at the
statement of financial position date in the
countries where the Group operates and
generates taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject
to interpretation. It establishes provisions
where appropriate on the basis of
amounts expected to be paid to the tax
authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using
the liability method, on temporary
differences, arising between the tax
bases of assets and liabilities and their
carrying amounts in the financial
statements. However, deferred tax
liabilities are not recognised if they arise
from the initial recognition of goodwill,
the deferred income tax is not
accounted for if it arises from initial
recognition of an asset or liability in a
transaction other than a business
combination that at the time of the
transaction affects neither accounting nor
taxable profit or loss. Deferred income
tax is determined using tax rates (and
laws) that have been enacted or
substantively enacted by the statement
of financial position date and are
expected to apply when the related
deferred income tax asset is realised or
the deferred income tax liability is
settled.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.7 Current and deferred income tax (Continued)

(b)

©

Deferred income tax (Continued)
Inside basis differences (Continued)

Deferred income tax assets are
recognised only to the extent that it is
probable that future taxable profit will be
available against which the temporary
differences can be utilised.

Outside basis differences

Deferred income tax liabilities are
provided on taxable temporary
differences arising from investments in
subsidiaries, except for deferred income
tax liability where the timing of the
reversal of the temporary difference is
controlled by the Group and it is
probable that the temporary difference
will not reverse in the foreseeable future.

Deferred income tax assets are
recognised on deductible temporary
differences arising from investments in
subsidiaries only to the extent that it is
probable the temporary difference will
reverse in the future and there is
sufficient taxable profit available against
which the temporary difference can be
utilised.

Offsetting

Deferred income tax assets and liabilities
are offset when there is a legally
enforceable right to offset current income
tax assets against current income tax
liabilities and when the deferred income
tax assets and liabilities relate to income
taxes levied by the same taxation
authority on either the taxable entity or
different taxable entities where there is
an intention to settle the balances on a
net basis.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.8

2.9

210

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using
the weighted average method. The cost of
finished goods and work in progress
comprises raw materials and other direct
costs. Net realisable value is the estimated
selling price in the ordinary course of
business, less applicable variable selling
expenses.

Trade and other receivables

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

Trade and other receivables are recognised
initially at fair value and subsequently
measured at amortised cost using the effective
interest method, less provision for allowance.

Cash and cash equivalents

In the consolidated statements of cash flows,
cash and cash equivalents include cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with
original maturities of three months or less.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

21

212

213

214

Lease (as the lessee)

Leases in which a significant portion of the
risks and rewards of ownership are retained by
the lessor are classified as operating leases.
Payments made under operating leases (net of
any incentives received from the lessor), are
charged to the consolidated profit or loss on a
straight-line basis over the period of the lease.

Share capital
Ordinary shares are classified as equity.

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

Trade and other payables

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

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

Provisions

Provisions are recognised when the Group has
a present legal or constructive obligation as a
result of past events; it is probable that an
outflow of resources will be required to settle
the obligation; and the amount has been
reliably estimated. Provisions are not
recognised for future operating losses.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

214

2.15

Provisions (Continued)

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

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

Borrowings

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

Fees paid on the establishment of loan
facilities are recognised as transaction costs of
the loan to the extent that it is probable that
some or all of the facility will be drawn down.
In this case, the fee is deferred until the draw-
down occurs. To the extent there is no
evidence that it is probable that some or all of
the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity
services and amortised over the period of the
facility to which it relates.
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Financial Statements
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2 SUMMARY OF SIGNIFICANT 2 BT BRXBE(E)

ACCOUNTING POLICIES (Continued)

2.15 Borrowings (Continued) 215 BE (&
Borrowings are classified as current liabilities RIEXEEBEEEHENBAGD
unless the Group has an unconditional right to HEERELEZWHARRAEKABE D12
defer settlement of the liability for at least 12 f{A BREBEESEBEARBAE -
months after the statement of financial position
date.

2.16 Revenue recognition 216 W ARER
Revenue is measured at the fair value of the WAZEK K ERREN AR EE
consideration received or receivable, and e TRRFAEEEROEKS
represents amounts receivable for goods B LSBT REREED®
supplied, stated net of discounts, returns and IR o WA ©BEEEASEETE © K
value added taxes. The Group recognises RIRBRAIBEEREN R RAZLES -
revenue when the amount of revenue can be (DRSS S S FS RN N IR S SE S
reliably measured; when it is probable that e AEEAIERKA -

future economic benefits will flow to the entity;
and when specific criteria have been met for
each of the Group’s activities as described

below.

() Sales of goods ()  EmiHE
Sales of goods are recognised when a EmEEIRERERBERM
group entity has delivered products to EmTEFE MEFPEXER
the customer, the customer has K A8 pE W R Y W Bl AT S 2B AR
accepted the products and collectability BEETHER -
of the related receivables is reasonably
assured.

(i) Interest income (i) FLEMA
Interest income is recognised using the FMEWAAERFEZHR

effective interest method.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

217 Employee benefits

()

Pension obligations

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

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

The Group pays contributions to
administered pension plans on a
mandatory, contractual or voluntary
basis. The Group has no further payment
obligations once the contributions have
been paid. The contributions are
recognised as employee benefit expense
when they are due. Prepaid contributions
are recognised as an asset to the extent
that a cash refund or a reduction in the
future payments is available.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

217 Employee benefits (Continued)

()

(i)

(i)

Perfect Optronics Limited
B E2EXEAERA

Pension obligations (Continued)

The Group also contributes on a monthly
basis to defined contribution retirement
benefit plans organised by relevant
municipal and provincial governments in
the PRC. The municipal and provincial
governments undertake to assume the
retirement benefit obligations payable to
all existing and future retired employees
for post-retirement benefits beyond the
contributions made. The assets of these
plans are held separately from those of
the Group in independently administered
funds managed by the PRC government.
Contributions to these plans are
expensed as incurred.

Bonus plans

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

Employee leave entitlements

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

Employee entitlements to sick leave and
maternity leave are not recognised until
the time of leave.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

218

219

Borrowing costs

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

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

All other borrowing costs are recognised in
consolidated profit or loss in the period in
which they are incurred.

Contingent liabilities

A contingent liability is a possible obligation
that arises from past events and whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
uncertain future events not wholly within the
control of the Group. It can also be a present
obligation arising from past events that is not
recognised because it is not probable that
outflow of economic resources will be required
or the amount of obligation cannot be
measured reliably.

Contingent liabilities other than those acquired
from business combination are not recognised
but are disclosed in the notes to the
consolidated financial statements. When a
change in the probability of an outflow occurs
so that outflow is probable, it will then be
recognised as a provision.
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Perfect Optronics Limited

HEXBARAD R

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.20

2.21

2.22

Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The
chief operating decision-maker, who is
responsible for allocating resources and
assessing performance of the operating
segments, has been identified as the directors,
who make strategic decisions.

Financial guarantees

Financial guarantee contracts are contracts
that require the issuer to make specified
payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make
payments when due, in accordance with the
terms of a debt instrument. Such financial
guarantees are given by certain subsidiaries to
banks on behalf of fellow subsidiaries to
secure loans, overdrafts and other banking
facilities.

Financial guarantees are initially recognised in
the consolidated financial statements at fair
value on the date the guarantee was given.
Subsequent to initial recognition, the Group’s
liabilities under such guarantees are measured
at the higher of the initial amount, less
amortisation of fees recognised and the best
estimate of the amount required to settle the
guarantee. Any increase in the liability relating
to guarantees is reported in the consolidated
profit or loss within general and administrative
expenses.

Dividend distribution

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

Annual Report 2013
2013 4 ¥k

2

TEETBRRBMEHE)

220 2 E®E

2.21

2.22

REPHNZ2RTABAEELE
REELZHATRENTA K&
FRERREAE D RERMNZ
EREDHNERE  WLHEE/ER
BEIERERES -

B R

MBREREGORABRTAELEE
NHABNFEARTEEBAR
ERBEFTAMNGRRIIBEE
RMELENEBRNEGLD - BEMB
ERASTHBRARKERHEB
NEMRITRE - UBREER - BEX
REMBITRE °

MBRERNBRERERZBNR
AREBEEREAEMBEHRBRPER - 1
BHERE  ARERNZBEERTH
AERVASBERCERNERSE
HEENEREGHTENRE
HENRSETE - FRERNE
MREEN  ERABRERNTTRAX
NER -

@8l

DIERTARRRBRAO K EREEE
AEEERAREENBRRKES (W
ER)HERRRAEE R ARF D
MEHRTPERAREE -



Notes to the Consolidated
Financial Statements

gy

iwJx

2

A7 #5 ¥ 7= Bt 5E

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.23 Related parties

@)

A person or a close member of that
person’s family is related to the Group if
that person:

(i

(i)

has control or joint control over the
Group;

has significant influence over the
Group; or

is a member of key management
personnel of the Group or the
parent of the Company.

An entity is related to the Group if any of
the following conditions apply:

(i

(ii)

(iv)

The entity and the Group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to
the others);

One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member);

Both entities are joint ventures of
the same third party;

One entity is a joint venture of a
third entity and the other entity is
an associate of the third entity;

The entity is a post-employment
benefit plan for the benefit of the
employees of the Group or an
entity related to the Group;
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

2.23 Related parties (Continued)

(b)  (Continued)

(vij  The entity is controlled or jointly
controlled by a person identified in
(@); or

(vii) A person identified in (a)(i) has
significant influence over the entity
or is a member of Kkey
management personnel of the
entity (or of a parent of the entity).

Close members of the family of a person are
those family members who may be expected
to influence, or be influenced by, that person
in their dealings with the entity and include:

(i) that person’s children and spouse or
domestic partner;

(i) children of that person’s spouse or
domestic partner; and

(i)  dependents of that person or that
person’s spouse or domestic partner.

3 FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

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

3.1 Financial risk factors (Continued)
(8) Market risk

() Foreign exchange risk

The Group is primarily exposed to
foreign exchange risk arising from
United States dollars (“USD”).
Foreign exchange risk primarily
arises from future commercial
transactions and recognised assets
and liabilities denominated in a
foreign currency.

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

(i) Cash flow and fair value interest
rate risk

The Group’s interest rate risk arises
from bank borrowings and
deposits.

Borrowings issued at variable
interest rates expose the Group to
cash flow interest rate risk which is
partially offset by cash held at
variable rates. Borrowings at fixed
interest rates expose the Group to
fair value interest rate risk.
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3 FINANCIAL RISK MANAGEMENT 3 MBREKEREGE)
(Continued)
3.1 Financial risk factors (Continued) 31 BBEKREREE)
(a)  Market risk (Continued) (a) TEEEE)
(i) Cash flow and fair value interest (i)  BERERAAEEFE
rate risk (Continued) & g (&)
The Group’s variable interest rate REER —=FKk=
and fixed interest rate borrowings T—_$+ ﬂ =+—H
as at 31 December 2013 and 2012 VAT B 3 % [ 58 M &R 5
are as follows: SWEROT:
As at 31 December
R+=—BA=+—H
2013 2012
—E—=F5 —T——HF
HK$’000 HK$’000
FET FAET
Variable interest rate borrowings LUZ B A K5 E
COR=N 17,280 24,756
Fixed interest rate borrowings AEEFEREE
CORERAN 58,251 38,531
75,531 63,287
Other than short-term bank PREGERIRITIERC « R1TH
deposits, bank balances and bank FRIIRITIEFON + AEE

borrowings, the Group does not
have significant interest-bearing
assets or liabilities. The Group’s
exposure to interest rate risk
associated with the effects of
fluctuations in the prevailing levels
of the market interest rates on its
cash flows is not deemed to be
substantial in the view of
management based on the nature
of the assets and liabilities.
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3 FINANCIAL RISK MANAGEMENT
(Continued)

3.1 Financial risk factors (Continued)

@

(b)

Market risk (Continued)

(i) Cash flow and fair value interest
rate risk (Continued)

As at 31 December 2013, if the
interest rates had been 50 basis-
points higher/lower, with all other
variables held constant, post-
tax profit for the year would
have been HK$81,000 (2012:
HK$26,000) higher/lower, mainly as
a result of higher/lower interest
income on bank deposits, and
higher/lower interest expense on
bank borrowings.

Credit risk

Credit risk is managed on a group basis.
Credit risk arises from trade and other
receivables, amounts due from related
companies, restricted bank deposits and
cash and cash equivalents. The carrying
amounts of these balances represent the
Group’s maximum exposure to credit risk
in relation to financial assets. The credit
risk is monitored on an ongoing basis
with reference to the financial position of
the debtors, past experience and other
factors.

The Group has policies in place to
ensure that the sales of products are
made to customers with appropriate
credit histories and the Group performs
regular credit evaluations of its major
customers.
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3 FINANCIAL RISK MANAGEMENT
(Continued)

3.1 Financial risk factors (Continued)

(b)

©

Perfect Optronics Limited
AxXEXEARAR

Credit risk (Continued)

The majority of the Group’s trade
receivables is due for maturity within 60
days and largely comprises amounts
receivable from business customers.
Management does not expect any
significant losses from non-performance
by these counterparties.

About 63% (2012: 66%) of total trade
receivables as at 31 December 2013
were due from the Group’s largest five
customers. No significant collectability
issues have been identified in the past.

Bank balances are deposited in
reputable banks. Management does not
expect any losses from non-performance
by these banks.

Liquidity risk

Prudent liquidity risk management
includes maintaining sufficient cash and
marketable securities, the availability of
funding through an adequate amount of
committed credit facilities and the ability
to settle the payables of the Group.

The table below analyses the Group’s
financial liabilities into relevant maturity
groupings based on the remaining period
at the date of the statement of financial
position to the contractual maturity date.
The amounts disclosed in the table are
the contractual undiscounted cash flows.
Balances due within 12 months equal
their carrying balances, as the impact of
discounting is not significant.

Annual Report 2013
2013 & ¥
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(b)
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3 FINANCIAL RISK MANAGEMENT 3
(Continued)

3.1 Financial risk factors (Continued)

()

Liquidity risk (Continued)

Specifically, for bank loans containing a
repayment on demand clause which can

be exercised at the banks’

sole

discretions, the analysis shows the cash
outflow based on the earliest period in
which the entity can be required to pay,
that is if the lenders were to invoke their
unconditional rights to call the loans with

immediate effect.

Bt L Be B ()

3.1

R N SESE |

()

MEE % m e ()
HEMmMs YR EIREKE

BIGRMARBIGRAIRRITE
ERBTENRITER &9
ERRBEERARERNRD
ﬁ?gﬂﬁaﬂmfﬁimﬂj Bl &%
MR AETTEEZRKARER
B AR AR AR o

On Less than

demand 1 year Total
BRER DPR—F et
HK$’000 HK$’000 HK$'000
T T FH T FAT
At 31 December 2013 RZT—=F+=
A=+—H
Bank borrowings RITHER 9,804 65,727 75,531
Trade and bills payable EREFREEE — 137,819 137,819
Other payables E b FE 3K = 12,855 12,855
9,804 216,401 226,205
At 31 December 2012 R-ITE——F+=
A=+—H
Bank borrowings RITHERK 17,280 46,007 63,287
Trade and bills payable EREXREEE — 146,679 146,679
Other payables b FE 3K = 1,198 1,198
Amount due to a shareholder & — % % B8 %
3] 21,217 = 21,217
Amount due to a related FEF— BB B A
company EIES 11,859 = 11,859
50,356 193,884 244,240

Annual Report 2013  Perfect Optromcs Limited
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to shareholders, issue new shares and sell
assets to reduce debt.

Perfect Optronic% Limited Annual Report 2013

EE v

EAR R A 2013 4 3k

FINANCIAL RISK MANAGEMENT 3 MBREKEREGE)
(Continued)
3.2 Capital risk management 3.2 EXREBERE
The Group’s objectives when managing capital REEEREESHNEZERRERE
are to safeguard the Group’s ability to continue BRI B R AR EE BN
as a going concern in order to provide returns LA AR R R E R - [F R 3R EE H A
for shareholders and benefits for other MEBEENF & TR RED
stakeholders and to maintain an optimal BEREEABEE S KA -
capital structure to reduce the cost of capital.
The Group monitors capital on the basis of the REBERBEEEELRERER -
debt-to-asset ratio. The ratio is calculated as .:2 LEERZBEBERAE ERTE
total debt divided by total assets. Total debt is c BERELRFTEEERE -
calculated as interest-bearing borrowings.
2013 2012
—E—= —T—=F
HK$’000 HK$'000
FTHET FET
Total debt BERAR 75,531 63,287
Total assets BERLR 383,386 347,107
Debt-to-asset ratio BEEELX 19.7% 18.2%
In order to maintain or adjust the capital BTN FARERERE - $§%@—I
structure, the Group may adjust the amount of HEERABRINTFTRENRKRESE
dividends paid to shareholders, return capital MREBEEED  BITHRK ﬁ ’%

BENMEER
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3

FINANCIAL RISK MANAGEMENT
(Continued)

3.3

Fair value estimation

The table below analyses financial instruments
carried at fair value, by valuation method. The
different levels have been defined as follows:

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

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

(i)  Inputs for the asset or liability that are not
based on observable market data (that
is, unobservable inputs) (level 3).

As at 31 December 2012, the Group held
certain financial assets at fair value through
profit or loss which are included in level 1. The
fair value of financial instruments traded in
active markets is based on quoted market
prices at the balance sheet date. A market is
regarded as active if quoted prices are readily
and regularly available from an exchange,
dealer, broker, industry group, pricing service,
or regulatory agency, and those prices
represent actual and regularly occurring market
transactions on an arm’s length basis. The
quoted market price used for financial assets
held by the Group is the current bid price.

There were no transfers between levels 1 and
2 during the year (2012: Nil).

3

B BRI (A

3.3

DNRBEEME

T&RINBBEEXZ AR BER
EMNERIADH - TRASERNE
BEWT:

() HREEXBBEEIZBRMSH
HEKREHE)(E—E) -

(i) BTIE—EBABEENREIN
ZEERABENEMUERE
A A AEEEBMER) & HEE
(BMEBER(EZE) -

i) BEXBELFEETHRED
BRENBA GIETBRBA)
(E=/@) -

R-ZTE——F+-_A=+—8 K&
EFEETEREREENURIR
BEFEFTABEHNEREE - ¥
ERMEEBNSRIENAAE
ERBEREERNTSRETE -
EMEA AT BYELFRSA
R - 848 ERAL - TERK
EREERBEES MZEHRER
REAFIRGEEETHERNE
RMISER 5 - mBR AR -
REBBEHNEREENTSRE
BEREFRE -

REBSHHE  F-EBEHE_EZHIT
EAMER(CTE——F &)

Annual Report 2013  Perfect Optronics Limited
2013 4 BXtEARRST

97



98

Notes to the Consolidated
Financial Statements

TR

#n © B 5 ¥ 2% BT 5F

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that
are believed to be reasonable under the
circumstances.

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

(@)  Net realisable value of inventories

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

Perfect Optronics Limited Annual Report 2013
XX BARAS
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

(b)

Income taxes

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

Impairment of trade receivables

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

4

BRE

a1l 5 52 ) i (A7)

Fris®t

AEBAREEE ZRAE RSN
s - RN B RFTESH
MERERBGIFLHAEEE - A%
EREHGEFBESRIMNEDS
HREAHERARENAE - i
ZEFENERRKRRBAGRENIR &

VIRENEE  ZFZERTEN
HEMECHRNERRELERE
MEENAIRE

FE UK BR X B9 R {E

2 55 B AR B FE UKL OBR A9 AT AT Y =]
EERLERURZTGHRAAERE
—BE AN IE R BRI R
BE U [B] 74 ZRBF - R 2 ok 7B UK BR BRAT
REBE - HPERERRESEE
Bt c EEHeBEEREHAE
“%ﬁv&%ﬁ#é%%%ﬁ%ﬁ
""""" S EHMAERAEREEE LR
@Eﬁ%ﬁ
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PROPERTY, PLANT AND EQUIPMENT 5

I 5 ¥ 2% B 5

ME- - BERRE

Leasehold Furniture
improve- and office Motor
ments equipment vehicles Total
HE HER
BFHEE BAEXRE RE st
HK$’000 HK$'000 HK$'000 HK$'000
FAT FATL FAX FAT
At 1 January 2012 RN-_ZE——%—H—H
Cost [N 1,160 451 613 2,224
Accumulated depreciation ZFHiTE (896) (317) (123) (1,336)
Net book amount BREFE 264 134 490 888
Year ended 31 December #HE_-ZT——%F+_A
2012 =t+—BLFE
Opening net book amount & %8R M /F & 264 134 490 888
Additions 0 247 160 804 1,211
Depreciation charge TELZH (205) 87) (283) (575)
Closing net book amount K BR H /F & 306 207 1,011 1,524
At 31 December 2012 R_E——F+_A
=t+—H
Cost B 7R 1,407 611 1,417 3,435
Accumulated depreciation Z:tiTE (1,101) (404) (406) (1,911)
Net book amount BREFE 306 207 1,011 1,524
Year ended 31 December &HZE-ZT—=%+_"A
2013 =+—HIEFE
Opening net book amount 4 %] 8 [ F (& 306 207 1,011 1,524
Additions 0 93 214 456 763
Disposals & = = (337) (337)
Depreciation charge weELH (145) (88) (196) (429)
Currency translation SN YT E =R
difference 1 5 10 16
Closing net book amount 4 7 Bk )% B 255 338 944 1,537
At 31 December 2013 RZE—=%1+2AH
=+—H
Cost B AR 1,501 830 1,271 3,602
Accumulated depreciation #1 & & &} (1,246) (492) (327) (2,065)
Net book amount BREFE 255 338 944 1,537

Perfect Optromc% Limited Annual Report 2013
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6 INVENTORIES 6 ®EH

2013 2012
—=—= —E—_F
HK$’000 HK$’000
TET FET
Work in progress £ & m 17,105 41,262
Finished goods 5E X on 126,801 95,273

Less: Provision for obsolete BBRETEMNRE
inventories (12,480) (7,942)
131,426 128,593

The cost of inventories recognised as expense

AEEERBAILFAATHEER N HTF

&K AN A1,456,430,00008 7 (ZE——4F ¢
1,254,882,0005 7T) (Mf 5£20) °

and included in “cost of sales” amounted to
HK$1,456,430,000 (2012: HK$1,254,882,000) for the
year (note 20).

AEEREERETESBRAMATES
Et‘f"*‘*i%@fﬁﬁﬁﬁﬁ 24 5812,480,0007 7T
F 17,942,000/ 7T) ° WEHKIED
mmiﬁﬁﬁﬁz$ETo

The Group recognised amounts of HK$12,480,000
(2012: HK$7,942,000) in respect of the loss on
obsolete inventories and write-down of inventories to (=

their net realisable value for the year. These ;d’)\? TEI
amounts have been included in the cost of sales in

the consolidated profit or loss.

7 TRADE AND OTHER RECEIVABLES 7 FBEWERIEHA4ERR

2013 2012

—E—=F —T——F

HK$’000 HK$’000

THER F#& T

Trade receivables (Note (b)) JRE L2 BR 3K (Pt 5 () 51,271 74,471

Bills receivables (Note (b)) JE W 32 1% (B 3% (D) 95,470 34,930

146,741 109,401

Prepayments for inventories GFEEMR = 12,794

Deposits and other receivables % & K& H th fE WK 1,144 1,097
Deferred professional service fees in A Z#H RN ELEMNIRILE

respect of preparation for share ¥R 8 R ()
placing (Note (d)) 4,574 -
152,459 123,292
Annual Report 2013  Perfect Optromcs Limited
013K BEEXEAERAF 101
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7 TRADE AND OTHER RECEIVABLES
(Continued)

Notes:

(a) The fair values of trade and other receivables approximate
their carrying amounts.

(b) The Group generally grants credit periods of 30 to 60 days.
The ageing analysis of trade and bills receivables based on
invoice dates is as follows:

FE WA B R e A BB I R ()

(@) FEMER R R B KA R BEEERE
ERE -

() AEEBE-RRHLB0OZ0RNEELR - RIFEH
ERHFENRBERREEENRER D
T

2013 2012

—E—-= —T——F

HK$’000 HK$'000

FHET FHET

1-30 days 1-30K 132,013 83,517
31-60 days 31-60K 14,151 21,293
61-90 days 61-90K 574 3,939
91-180 days 91-180K 8 652
146,741 109,401

() As at 31 December 2013, the Group’s trade receivables of
HK$7,120,000 (2012: HK$9,175,000) were past due but not
impaired. These trade receivables relate to a number of
independent customers for whom there is no significant
financial difficulty and based on past experience, the
overdue amounts can be recovered.

The ageing analysis of trade receivables that were past due
but not impaired is as follows:

© EA:§—:¢+—H:+—E*$§IE@E@
18 K 350 B /9 FE U2 BR 3Kk 47,120,000 7T (—
— 4 :9,175,000 7T) ° EZ%JZEH&ZEEME@%%
EEANBRENBYIEEAH  BREBEL
B RSHHREARE -

B HERRENRERTOREDTOT

2013 2012
—E2—= —T——F
HK$°000 HK$'000
FET FET

Amounts past due #H R
1-30 days 1-30K 7117 8,439
31-60 days 31-60K 3 84
61-90 days 61-90K - 652
7,120 9,175

102 Perfect Optronics Limited Annual Report 2013
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7 TRADE AND OTHER RECEIVABLES 7
(Continued)

Notes: (Continued)

(d) The balance represents legal and other professional fees
relating to the placing of the Company’s shares. Such fees
are to be deducted from equity upon the listing of the
shares of the Company on the GEM of the Stock
Exchange on 7 February 2014.

8 AMOUNT DUE TO A SHAREHOLDER 8

Details of the amount due from/(to) a shareholder
are as follows:

FE W B R R E A B LR (R

s (&)
(d) EHREREARARRRER D ZERRA M
HEER ZSFEMBEARARONR-ZT—

WE—AEREBRZATEIER EHEa#EN

BN —BRRNE

FEd/ () — BB ERRBHOFBHT

Maximum
At outstanding
beginning At end during the
Name of a shareholder of year of year year
FRAKREE
BRREE REHD RER EBSLHE
HK$'000 HK$'000 HK$'000
T T T T T T
Year ended at 31 December 2013 &#HE-ZT—=F+_F8
=t+—RHIEFE
Mr. Cheng Wai Tak EEEEAE (21,217) — N/ATEH
Year ended at 31 December 2012 #HE-ZT——F+_H
=+—BLEFE
Mr. Cheng Wai Tak EEEEAE 9,336 (21,217) 36,546

Mr Cheng Wai Tak is also a director of the
Company. The balance is denominated in Hong
Kong dollars. The amount is unsecured, non-interest
bearing and repayable on demand. The balance was
fully settled during the year ended 31 December
2018.

BEREENRARTRNES - BAKHRT
WETEE FRE/EER 28Rk
RERER FRAGHRERBEE_ZT—=
FT-A=+—RALEEAZHEES -

Annual Report 2013  Perfect Optromcs Limited
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9 AMOUNTS DUE FROM/(TO) RELATED 9 FEUR ~(FEAY) BB D Bl F 18

COMPANIES

Amounts due from/(to) related companies are FE U, (FE ) B8 B X &) 3R I8 TY LA T et
denominated in Hong Kong dollars. The amounts BE-FHSHEAEER 2ERIZENXKE
are unsecured, non-interest bearing and repayable B oHBEHREREEZE—=F+=A
on demand. The balances were fully settled during =+ HIEFEREZHLES -

the year ended 31 December 2013.

10 FINANCIAL ASSETS AT FAIR VALUE 10 UAABETEFAEBZNER

THROUGH PROFIT OR LOSS E
The balance represents unit trust funds held by the BHERERAEEAMSEUAREETE
Group, which are measured at fair value through ABRVENBLAELTES -

profit or loss.

Financial assets at fair value through profit or loss NARBEFEFTAEBEENEREEZ
are presented within “operating activities” as part of EHRAHEESRERANIEETH I ETE
changes in working capital in the consolidated BEEEBHHNMH (HiE28) -

statement of cash flows (note 28).

Changes in fair value of financial assets at fair value NAnBEFEFAERNEREENA
through profit or loss is recorded in “other losses, hEBEEHTCAGEGBEANIEMEIER
net” in the consolidated profit or loss (note 21). FEE AT (M &E21)

The fair value of the financial assets is based on ERMEENAABEDRBEENERTS
their current bid prices in an active market. MERETREB/E -

At 31 December 2012, the financial assets were RZZE——F+ZA=+—H BEHSEME
pledged as collateral for the bank facilities granted EEER/RETEE KB E X F Velog
to the Group and Velog International Limited, a International Limited € 1% iR 1712 B A9 1K 17
related company. mn °

11 CASH AND CASH EQUIVALENTS AND 11 BHEeRHRESZEBYURZIREIE

RESTRICTED BANK DEPOSITS TEX
2013 2012
—_EFgE—= —-=F _:fﬁ
HK$’000 HK$’000
FET FAET
Total bank deposits, bank balances $R1TTER * R1T4 6 K%
and cash e 97,907 80,347
Restricted bank deposits included in & AR &) & E B[R #l
current assets RITFER (35,038) (30,246)
Cash and cash equivalents BEhkBEEEYD 62,869 50,101
Perfect Optromc% Limited Annual Report 2013
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Note:

11 CASH AND CASH EQUIVALENTS AND 11 BHERBESEEYWURZIRHIE
RESTRICTED BANK DEPOSITS THERGE)
(Continued)
Mt 5 -
(@) As at 31 December 2013, bank deposits of HK$35,038,000 (@) RZTE—=F+=ZA=+—H  RITER
were secured for the Group’s borrowings (Note 17). As at 35,038,000 7T FA 1E N & B & sk A9 3 48 (B =%
31 December 2012, bank deposits of HK$30,246,000 were 17) e RZE——FE+_A=+—8 " RLIEFEX
secured for the Group and a related company’s borrowings 30,246,000/ T BIEANEE Kk —RBE AT E
(Note 17). )R (BT 3E17) o
12 INVESTMENTS IN SUBSIDIARIES AND 12 RHBATIMKREREW (FE
AMOUNTS DUE FROM/(TO) A ) —XHMBATRIE — XAF
SUBSIDIARY — COMPANY
(@) Investments in subsidiaries (@ RMEBARHREA
2013 2012
—_E—=F —E—_F
HK$’000 HK$’000
FE T FAT
Unlisted shares, at cost LT - IR 136,082 —
(b)  Amounts due from/(to) a subsidiary (b) FEW (EN) —XKHEBLQTKE

The amounts due from/(to) a subsidiary are
denominated in Hong Kong dollars,
unsecured, non-interest bearing and repayable
on demand.

I () — R B R R)ETY
BETEHE - AR EABER £
BREERMEE -

Annual Report 2013  Perfect Optronics Limited
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12 INVESTMENTS IN SUBSIDIARIES AND

12 RIELARMKREREKR (FE

AMOUNTS DUE FROM/(TO) A ) —XMBARNKIE — &RQFH
SUBSIDIARY — COMPANY (&)
(Continued)
(b)  Amounts due from/(to) a subsidiary b)) EW(EMR)-—XKEBARRE
(Continued) (%)
The following is a list of the subsidiaries at 31 RZZE—=F+-_A=+T—H&HE

December 2013:

Place and date of

REEHN T :

Issued or

incorporation registered/ Interest held
Name establishment Principal activities paid up capital 31 December
AL/ ERTHEM/ Pk R
A1 Bt R KB TEXK BRRAE +=R=+-8H
2013 2012
“B-ZF _T-_F
Directly owned!:
BEREER:
Rightone BVI Investment holding 10,000 shares at 100% N/A
Resources 28 January 2013 no par value
Limited
Rightone RERAES REER 10,0000 % & 17 100% TER
Resources —ZT-z=F EENRS
Limited —AZ+=H
Indirectly owned:
MEES:
Perfect Display  Hong Kong, Trading of display panel and HK$38,000,000 100% N/A
Limited 20 March 2000 related electronic
(“Perfect components
Display”)
ExXBRER &A HEBRTHRRABEFH4  38000,000% T 100% @R
AR(EXE Z—TTZF
ZN) =A=t+H
Yuan Mei Xin The People’s Wholesaling, import and export US$500,000 100% N/A
Technology Republic of China of display panel and related
(Shenzhen) (“PRC"), electronic components and
Company 25 April 2013 provision of technical
Limited support and related services
in the PRC
BEEMR hEARAME ETERERTEMRABE  500,000% T 100% TEm
(&IN) U¢@D FEHHE  EORER
BRAT “E-ZF WA R B B BT SR R AR AR
MAZ+HHA #

106

EBRRA

EEv

Perfect Optromc% Limited Annual Report 2013
2013 & ¥



Notes to the Consolidated
Financial Statements

TR

#n © B 5 ¥ 2% BT 5E

13 SHARE CAPITAL

13 A&

Ordinary shares of

Number of shares HK$0.01 each

BEREER
ROEHE 0.018 T
HK$'000
Fi T
Authorised: ETE
At 1 January 2012, RZE—=—F—HA—H
31 December 2012 and —ET——F#+-A=+—H
1 January 2013 r-_ZT—=F—HF—H = =
Incorporation of Company on NAR-T—=F
13 June 2013 NA+=83FMK 39,000,000 390
At 31 December 2013 RZE—=F+=A=+—H 39,000,000 390
Issued and fully paid: EBETRER:
At 1 January 2012, R—E——F—HF—A8"
31 December 2012 and —T——F+=ZA=+—H
1 January 2013 rE=—F—=F—H—H = —
Issuance of shares EITR G 10,000 =
At 31 December 2013 RZE—=F+=ZA=+—H 10,000 =

(@)

Public listing

On 7 February 2014, the Company has
allotted and issued 330,000,000 shares at the
offer price of HK$0.30 per share raising gross
proceeds of approximately HK$99 million.

Capitalisation of share capital

On 7 February 2014, 989,990,000 shares were
issued by way of capitalisation of share
premium on the proceeds from the allotment
of 330,000,000 shares stated in note (a) under
the capitalisation issue as detailed in the
Prospectus.

(@ 2~BLE™

R-ZZ—NFE-A+H K2R K%
T B8 & k0.30%8 T A & K& 17
330,000,000 f& 17 - HEEFI1S KA
44 %8 #799,000,0007% Tt °

(b) KREEZRL

RNR-_ZT —WFE =/ + H-
989,990,000/ ig 17 & B E Rk B2
Frafill /& AL 1TIE T M 5 (@) AT
t #J fic 3 330,000,0008% f% {7 &9 Fir 15
RIERR D REERNEMET -

Annual Report 2013  Perfect Optromcs Limited
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14 RESERVES — GROUP AND

14 @#E — XEERAEAAF

COMPANY
The Group KE
Other reserve Exchange
Hih & reserve Total
(Note (a))
(Bt 3% (a)) ERHE et
HK$’000 HK$’000 HK$'000
FiBIT FHBT FHET
Balance at R—ZT—=—F—F—A8"
1 January 2012, —ZE——F+=-A
31 December 2012 and =t+—BER=ZE—=F
1 January 2013 —B—Bm&s 38,000 — 38,000
Currency translation difference NI EETE — (50) (50)
Balance at W—ZT—=F+=-A4
31 December 2013 =+ —AmE 38,000 (50) 37,950
The Company RRAFE
Contributed
Surplus
BARER
(Note (b))
(Fff & (b))
HK$'000
FAET
At 1 January 2013 A\—E—=F—H—H =
Arising from Reorganisation EHESE 136,082
At 31 December 2013 RZE—=%+=ZHA=+—H 136,082

(a)  Other reserve

Other reserve

represents the difference
between the share capital

issued by the

@ Ere

HM@EHEASARARE LWETE
AR T 2% 1T AR DA UG B B B X B e ;0

®)

Company for acquisition of the subsidiaries
pursuant to a reorganisation for the Listing and
the aggregate capital of the subsidiaries being
acquired at the time of the Reorganisation.

Contributed surplus

Contributed surplus of the Company
represents the difference between the excess
of the nominal value of the Company’s shares
issued and the aggregate net asset value at
the subsidiaries acquired pursuant to the
Reorganisation.

Perfect Optromc% Limited Annual Report 2013
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15 DEFERRED INCOME TAX ASSETS/

(LIABILITIES)

The analysis of deferred income tax assets and
deferred income tax liabilities is as follows:

15

ELEFREHREE/ (BE)

BEFSREEREREMEHEEN DT
LUNE

2013 2012
—_E—= T 4F
HK$’000 HK$’000
FHE T FE T
Deferred income tax assets/ BEFMBREE(AE):
(liabilities):
— to be recovered after more than — ¥ 121E A & Uk (@l
12 months - -
— to be recovered/(settled) within ~ — #5128 AR U@~
12 months (1) 57 @)
57 2

The movements in deferred income tax assets/
(liabilities) in respect of decelerated/(accelerated) tax
depreciation during the year are as follows:

ERNFERNRE, R HIBTEERD
EEMSHREE (BB EHMT:

2013 2012

=% = —ET—_F

HK$’000 HK$'000

FTHET F& T

Beginning of the year F 9] @) 39
Credited/(charged) to profit or loss A/ (F1H)E %

(Note 25) (I 5E25) 59 1)

End of the year FR 57 @

Deferred income tax assets are recognised for tax
loss carry-forwards to the extent that the realisation
of the related tax benefit through future taxable
profits is probable. As at 31 December 2013, the
Group did not recognise deferred income tax assets
of HK$672,000 (2012: Nil) in respect of losses
amounting to HK$2,690,000 (2012: Nil) that can be
carried forward against future taxable income, if any,
for the next five years.

EIEFTEHEETY A EMRRER SR =

B R T FE AR R 2 ) 2 R 1 A AT 4 ﬁ;i;zma

EHER - N-ZE—=F+-A=+—H" K

EEWARRKRRAFHRAILE IR KE

R A (20 E) 2 &5 182,690,000 7T (=
T4 E) R IE BRI B E672,000

BIT(ZE——FE | o
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16 TRADE AND OTHER PAYABLES 16 BAERARHEMEMNRK
2013 2012
—E—= —E—=F
HK$’000 HK$’000
TE T FAT
Trade payable (Note (b)) & A< BR 3 (P 3E (b)) 137,819 142,374
Bills payable (Note (b)) JE A 5 3% (BT 3% (b)) — 4,305
137,819 146,679
Deposits received from customers WEEFik$ 8,737 4,984
Accruals and other payables P& ST ROIR K H A R R 5,636 1,118
Accrued auditor’s remuneration e Z E AT Bl & 1,280 80
Accrued professional service fees in ET T
respect of the Listing BXRBEA 5,939 —
159,411 152,861
Notes: B 5 -
(@) The fair values of trade and other payables approximate their (@) ERNEREEMENROAABEEELERR
carrying amounts. BEEE -
(o) The ageing analysis of trade and bills payables based on (b) RERFAMFENELEREEZEORE D
invoice dates is as follows: WA
2013 2012
—E—= —T—=—F
HK$’000 HK$'000
FET FET
1-30 days 1-30% 106,322 106,149
31-60 days 31-60K 31,481 40,510
61-90 days 61-90K - -
91-180 days 91-180K% 16 20
137,819 146,679

Perfect Optronics Limited Annual Report 2013
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17 BANK BORROWINGS 17 |RITEXR
2013 2012
—s_= —=_—&
HK$’000 HK$'000
FHET FAT
Bank advances for factored REBEBRAIRITER
receivables 58,251 23,770
Short-term bank loans HAEIRITER = 14,761
Portion of long-term bank loans due 7B — EWTE B R EER
for repayment within one year TEREBH 7,476 7,476
Portion of long-term bank loans due B —F A EEEH A%
for repayment after one year ZREREGERHREIR
which contain repayment on TEREH
demand clauses 9,804 17,280
75,585 63,287

As at 31 December 2013, the Group factored trade
receivables of approximately HK$58,251,000 (2012:
HK$23,770,000) to a bank. As the Group still
retained risks and rewards associated with the
default and delay in payment by the debtors, the
proceeds from the factoring of these trade
receivables have been accounted for as the Group’s
liabilities and included in “Bank advances for
factored receivables”.

As at 31 December 2013, bank borrowings
amounting to HK$8,800,000 (2012: HK$11,200,000)
were drawn under the SME Financing Guarantee
Scheme (the “Scheme”) launched by The Hong
Kong Mortgage Corporation Limited. After the
Listing, the Group will however not be eligible to
apply for the Scheme, which is not available to listed
companies. The balance was fully settled on 7
January 2014.

R-ZT—=F+=-A=+—H AEBEKE
W B FX 4958,251,0005 T (Z & — — F:
23,770,000 70) XA —RIBITRIE o B4
EENRBEB B AKX X IEEE AR
B RS AN B TR - BRI A% S e U BR FR A9 BT
SREDIEREBNEE - WETARE
FEWGRMRITRRIET -

R-ZZE—=F+=-A=+—H " RITER
8,800,000/ 7t (=& —=4 : 11,200,000/%8
TRBEBRERBESFERARHELAF
NEREVEYERET S ([3%5TE ) 2B - ZAm
REBPREMEETIBEERPHEZTE
a%ﬂriuj‘f?ﬁﬁﬁﬁtﬁi“aﬂ o MEEHER
—NE—A+RE2HLEE -
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17 BANK BORROWINGS (Continued)

The interest-bearing bank borrowings, including the
bank loans repayable on demand, are carried at
amortised cost. Except for bank borrowing
amounting to HK$8,800,000 as at 31 December
2013 drawn under the Scheme, none of the portion
of bank loans due for repayment after one year
which contain a repayment on demand clause and
that is classified as a current liability is expected to
be settled within one year.

The scheduled repayment date of the Group’s banks
borrowings, as set out in the loan agreements and
without considering the effect of any repayment on
demand clauses were as follows. The analysis below
also represents the Group’s exposure to interest rate
changes on borrowing at the contractual repricing
dates.

17

RITERE)

FRERTERERREREENRTE
B ZEEKAAR - BR-Z—=F1
— A=+ —H#&4RTTE5X8,800,000/8 7TIX
At BIEEEUN  EEARN —FREEEH
BRZBREEZEGRRBESRBDABMNIR
TERBODERER —FRBEE-

ERpRABATEERERERGER
%=E’J$EI§ETT{ETAEI’JaJriMELEIHHZZD
T ATHOMTRRAEERSENEN
EEBHHGERMNEESHORRE

2013 2012

—Z2—= —ET——F

HK$’000 HK$’000

FET F#& T

Within 1 year 1FE R 65,727 46,007
Between 1 and 2 years 1226 R 5,204 7,476
Between 2 and 5 years 2EBE5F A 4,600 9,804
75,531 63,287

The carrying amounts of the Group’s bank AEFEBRTEROEEERARLEEE

borrowings approximate their fair values.

Perfect Optronics Limited Annual Report 2013
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17 BANK BORROWINGS (Continued)

During the year, the bank borrowings were secured

by:

(i) bank deposits of HK$35,038,000 as at 31
December 2013 (2012: HK$30,246,000) (note

1);

(i)  corporate guarantee provided by Perfect
Display, a subsidiary of the Group, and Velog
International Limited, a related company of the

Group; and

(i)  personal guarantee provided by Mr. Cheng Wai

Tak.

The corporate guarantee provided by Perfect Display
and Velog International Limited has been released as

at 31 December 2013.

The personal guarantee provided by Mr. Cheng Wai
was released and a corporate guarantee was
provided by the Company upon the listing of the
shares of the Company on the GEM of the Stock

Exchange on 7 February 2014.

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

banks.

18 REVENUE

Revenue represents the sales of display panel and
related electronic components to external parties.

19 SEGMENT INFORMATION

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

on these reports.

17

18

19

RITIEK(E)

FRRITERE T SRER:

iy RHZE—=F+-A=1+—HCZZE-—
— 4F 130,246,000/ 7T) MR 1T IF R
35,038,000 7T (Fff 5E11) :

iy AEENHBRARAEBZBERRAS
#) 8 B X 7 Velog International
Limited 48 ff 9 7 F HE (R + &2

(i) MEBEREEERHENBEAER-

Fh Bl £ #8°R K Velog International Limited#2
HEOLPEEREN-_E—=F+_A=+
—H R -

HEEFELERENEAZERERART
BOR_FE-—MHE_A+-ARBRAIZE
R EMERBE  YRARARMEERE
R e

B LA E SN AREERBETIRTT
METERR -
L'ON

Y A\ ¥5 5 & R E R AR R E T B4 T4
FRALFBRA-

7 & & #
HREERRERTALEENES - &

EEHAKENABREAFERERD
AR UREBEZEHREECKEDH -
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19 SEGMENT INFORMATION (Continued) 19

The directors consider the Group’s business from a
product perspective and determine that the Group
has four reportable operating segments as follows:

(i) Unprocessed thin film transistor liquid crystal
display panels (“TFT-LCD panels”) and other
unprocessed products

(i)  Processed TFT-LCD panels

(i) Integrated circuits

(iv)  Polarisers

The directors assess the performance of the
operating segments based on a measure of revenue
and gross profit of each segment and do not
assess the performance based on segment assets

and liabilities.

(a)  The segment information provided to the
directors for the reportable segments for the

\

7 EE ()

EFENEMARERARENRS U8
EAREEHBLATHE R RELEDE:

AREMIEEEREREERATNE
R ([TFT-LCDME R ) R B R &N T
Em

—
=

(i) EBEIMITFT-LCDME iR

(i)  ERER

(iv)  fmyetk
BEEANZ Y BOWAREMB G EFTE

REDBHRE > MEERDBLEERA
BERHERE -

@ UNTERHTEFEE_T—=F1
“AZT-RLEFEAREOHNE

year ended 31 December 2013 is as follows: B
Unprocessed
TFT-LCD
panels and
other  Processed
unprocessed TFT-LCD  Integrated
products panels circuits Polarisers Total
REMT
TFT-LCDE gmT
R E At R & TFT-LCD
IEm H R EREBER 1 S At
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
FET FH&ET FET FET FH&ET
Segment revenue (all from &Y A (2 EIRE
external customers) SNEE ) 867,237 525,338 238,766 38,215 1,669,556
Cost of sales SHE R A (785,863) (466,515) (235,319) (35,669)  (1,523,366)
Gross profit E # 81,374 58,823 3,447 2,646 146,190
Gross profit margin EH =X 9.4% 11.2% 1.4% 6.7% 8.8%
Unallocated operating costs 7 % Bt 48 & f{ A (55,953)
Finance costs, net MsEAFE (2,563)
Profit before income tax K P 45 B2 AT F)E 87,674

_]_]4 Perfect Optronics Limited Annual Report 2013
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19 SEGMENT INFORMATION (Continued) 19 2 &R (4&)

(b)  The segment information provided to the b) UNTERHFEEHZE-_ZT——-F+
directors for the reportable segments for the AT RIEFETREDEHHE
year ended 31 December 2012 is as follows: e

Unprocessed
TFT-LCD
panels and
other  Processed
unprocessed TFT-LCD  Integrated
products panels circuits Polarisers Total
REEMIT
TFT-LCDE emT
R OH R & TFT-LCD
MIESR HiR KEHRER 1R S 1R At

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

Segment revenue (all from 2 EBU A (& Z K B

external customers) INERRF) 619,089 274,780 429,271 59,443 1,382,583
Cost of sales SHE R A (583,002) (255,120) (414,034) (55,437)  (1,307,593)
Gross profit e 36,087 19,660 15,237 4,006 74,990
Gross profit margin EH =X 5.8% 7.2% 3.5% 6.7% 5.4%
Unallocated operating costs 7 7 g 4% & A 7K (30,906)
Finance costs, net B 7% & RF R (1,987)
Profit before income tax k& PT 45 B4 A FE 42,147

(c) Segment revenue by customers’ geographical (00 BREFHENEIINZBUYA
location
During the year, most of the Group revenues FR AEBRIFHBAEKRES
were derived in Hong Kong, where the Group’s B AKRETREARNTPRINE
products were delivered by the Group to its o °
customers.
2013 2012
—F'—= —ET——fF
HK$’000 HK$’000
F#E T FAET
Hong Kong B 1,659,230 1,382,583
The PRC G 10,326 S
1,669,556 1,382,583
Annual Report 2013  Perfect Optromcs Limited
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19 SEGMENT INFORMATION (Continued)

19

i)

HER(AF)

(d)  Revenues from major customers who have d) REXEREP (BHAEEREZKAI10%
individually contributed to 10% or more of the A )W ARELT
total revenue of the Group are disclosed as
follows:
2013 2012
—g2—= —T——4F
HK$’000 HK$’000
FTERT F& T
Customer A ZEA 341,952 336,017
Customer B () Z5B () 233,808 133,315
575,760 469,332
()  Revenue from Customer B contributes () REBEZZ——-F+=ZA=+

less than 10% of the total revenue of the

Group during the year ended 31
December 2012.
The two customers are included in the

unprocessed TFT-LCD panels and other

unprocessed products,
panels,
segments.

processed TFT-LCD
integrated circuits and polarisers

(e)  As at 31 December 2013 non-current segment
assets of HK$852,000 (2012: HK$1,524,000)
are located in Hong Kong and HK$685,000

(2012: Nil) are located in the PRC.

Perfect Optromc% Limited Annual Report 2013
BlExXBAERAR 2013 # ¥R
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—E—=F+=-A=+—H8 ¥R
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T

21

20 EXPENSES BY NATURE 20 RMBEEINER
Expenses included cost of sales, distribution and FABHERAN D EEEERURITR
seling expenses and general and administrative X BASTHOT:
expenses are analysed as follows:
2013 2012
=B = —T——F
HK$’000 HK$’000
FET T T
Cost of inventories sold HEFERAK 1,456,430 1,254,882
Processing and sub-contracting MIRINEER
expenses 46,413 36,749
Transportation expenses EWER 7,499 8,020
Provision for obsolete inventories REFERE
(note 6) (M 3%6) 12,480 7,942
Auditor’s remuneration 1% EAD B & 1,280 80
Employee benefit expenses EERMMAXZ
(note 22) (M 5£22) 19,365 9,536
Depreciation of property, plant and %% - BE &
equipment REE 429 575
Operating lease rental in respect of EF&LEHE
buildings e 4,375 2,641
Professional service fees in respect I E%
of the Listing k%5 & R 13,426 =
OTHER LOSSES, NET 21 HMIEBSEFEE
2013 2012
—=2—=F —E—_fF
HK$’000 HK$'000
FTHET FH& T
(Loss)/gain on financial assets at WAREBEEFAER
fair value through profit or WemEEN(ER),
loss Wz 17) 536
Net exchange loss 5 18 F 8 (665) (955)
Loss on disposal of property, plant HE#% B EM&ES
and equipment &5 18 (87) -
Others Hh, 53 96
(716) (323)

gy
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B R A A

2013 4 R

B = % &

117



118

Notes to the Consolidated
Financial Statements
#x B B 55 3R X B 5F

22 EMPLOYEE BENEFIT EXPENSES,
INCLUDING DIRECTORS’

22 BEERAEX BRESHFMH

REMUNERATION
2013 2012
—_ET—= —ET—_F
HK$’000 HK$'000
F#& T FAT
Short-term employee benefits SHiR ERA
(note (a) (M 3E(a) 18,879 9,346
Post-employment benefits & B iRk 18 A
— defined contribution plans — EEHAREE 486 190
19,365 9,536
Note: Bt 5% -
(@) Short-term employee benefits represent salary, wages, (@) EHESEMNEINEENTH €  TERIEA -

bonus paid to employees, staff quarter expense and

insurance premium for staff insurance schemes.

Perfect Optronics Limited Annual Report 2013
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23 DIRECTORS’ AND SENIOR 23 EEREREEEST M
MANAGEMENT’S REMUNERATION
(a) Directors’ remuneration (a) EE¥H M
The remuneration of directors for the years HE_Z—=FR-_ZFT—-F+=A8
ended 31 December 2013 and 2012 are set =+ —HLEFEEEFHMUOT:
out below:
Retirement
Salary, benefit-
discretionary defined
bonuses and contribution
Fees other benefits scheme Total
He BB LRV

AR BFN-EH
e Ht@A HREE M et

HK$'000 HK$'000 HK$'000 HK$'000
F&T FET FHET  FHET
For the year ended HE-_Z—=F
31 December +=RA=+—
2013 I E
Executive directors: WITES:
Mr. Cheng Wai Tak BREEE
(Chief Executive) AT #EH) = 5,717 15 5,732
Mr. Cheng Cheung Wai #f & 2% 4 = 323 14 337
Mr. Liu Ka Wing BREtE = 962 15 977
= 7,002 44 7,046
For the year ended Hz—_Z——F
31 December +=ZRA=+—~H
2012 IFFEE
Executive directors: WITES:
Mr. Cheng Wai Tak BREEREE
(Chief Executive) ITH#EH) = 4,403 14 4,417
Mr. Cheng Cheung Wai %} & (& % 4 — 277 13 290
Mr. Liu Ka Wing BaReitE = 540 14 554
— 5,220 41 5,261
Annual Report 2013  Perfect Optronics Limited
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23 DIRECTORS’ AND SENIOR
MANAGEMENT’S REMUNERATION
(Continueqd)

(@)

Directors’ remuneration (Continued)

No directors waived or agreed to waive any
emoluments during the year (2012: Nil).

Mr. Wong Yik Chung John, Mr. Wong Chi Chiu
and Mr. Li Shui Yan were appointed as the
Company’s independent non-executive
directors on 20 January 2014. During the year
ended 31 December 2013, the independent
non-executive directors have not yet been
appointed and received no directors’
remuneration in the capacity of independent
non-executive directors.

Five highest paid individuals

The five individuals whose remuneration were
the highest in the Group include two directors
(2012: three) for the year ended 31 December
2013 whose remuneration are reflected in the
analysis presented above.

Information relating to the remuneration of the
directors has been disclosed in note 23(a).
Details of the remunerations of the remaining
highest paid non-director individuals during the
year are set out below:

23 EENSHAEEEHM (&)

ESHME)

BEEERNFAREXLRENEMS
AME(ZE——F &) -
—mF-—RB=-+H ZEER%
I Eﬁi%$&$% |
ZAERNRBNBIIERNTESE - B
BHE-_ZT—=—F+-_A=+—HItF
B BUERTESTAEZERK
BEABMIERITESHNEZIE -

EEREHFAL

BE-_T—=-Ft+t-A=1t—HLF
B -AEEIERSHFMALEREM
REE(CT——F:=%) EFHH
RBRREXFEHDWES °

EEZFHNENERIE230)RE -
FRNRTHEERSH A LB
SHEBEHIIMOT

2013 2012

—_E—= —E—-F

HK$’000 HK$’000

FHEx FHET

Short-term employee benefits EHEERA 3,202 590
Post-employment benefits & B RIKE A

— defined contribution plans — EREHRETE 23 24

3,225 614

Perfect Optromc% L\m\ted Annual Report 2013
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23 DIRECTORS’ AND SENIOR
MANAGEMENT’S REMUNERATION
(Continued)

(b)

Five highest paid individuals (Continued)

The number of highest paid non-director

23 EEREREEESTNE)

b) BERSHAL(E)

AERHEMN FUTBENFEER

individuals whose remunerations for the year BEMATHAZRDT:
fell within the following band:
2013 2012
—_E—=F —_EF—

Emolument band B & & &
Nil to HK$1,000,000 = %21,000,0007% 7T 1 2
HK$1,000,001 to HK$1,500,000 1,000,001

1,500,000 7T 2 —

For the year ended 31 December 2013, no
remuneration (2012: Nil) were paid by the
Group to a director or the five highest paid
individuals as an inducement to join or upon
joining the Group or as compensation for loss
of office, and no arrangement under which a
director or the five highest paid individuals
waived or agreed to waive any of the
remuneration.

BE_ZT—=F+-A=1+—HL#F
B(ZE——% 8) A&ERAE
EHIRRERFMALTINEMSH
B FREMAKREEREE B
BEE TEEANEFSAIERS
FMALIHRBLARBEREFHOL
B e

Annual Report 2013  Perfect Optromcs Limited
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24 FINANCE COSTS, NET 24 MBERFH
2013 2012
—E-= —E—_F
HK$’000 HK$'000
FHET FET
Finance income BRI A
Interest income on pledged bank T EIBR 1717 K F E
deposits A 80 110
Interest income on bank deposits 8 1777 2 F B Uk A 9 2
89 112
Finance costs MBER
Interest expense on: ATEIERERERAE:
Bank advances from factored R IR FE &Y
receivables IRITBR (723) (392)
Bank borrowings wholly ARAFANEHESK
repayable within five years IRITIE (497) (553)
Factoring charges RIEER (1,432) (1,104)
(2,652) (2,049)
Finance costs, net B8R FHE (2,563) (1,937)
25 INCOME TAX EXPENSE 25 FiEHMEX
The Group is not subject to taxation in the Cayman REERAFEBAEHMNFAEREREE
Islands and the BVI during the year (2012: Nil). BEABEHEBE(CZE—ZF:8)-
Hong Kong profits tax has been provided at the rate BENGHIBERAEEEETBEELR
of 16.5% (2012: 16.5%) on the estimated assessable B A ARG E R A EIZRB £16.5% (=
profit during the year arising in or derived from Hong T—ZF:165%) M IEEE  ASEPE
Kong. The Group’s subsidiary in the PRC is subject MEBARIEMMARDCERSH  RERK
to PRC corporate income tax at a standard rate of T E25% o BRASE YW MR ARFELF
25%. No PRC corporate income tax has been B EE A gk IR BUR B R B A BT FE GR B A
provided as the Group has no estimated assessable F'EJ B ES PR EFERETIREH (=
profits arising in or derived from the PRC during the T-_F |

year (2012: Nil).
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AXXERARALR 2013 £ ¥



Notes 1o the Consolidated

Financial Statements
&x B it #5 ¥R %= B 5

25 INCOME TAX EXPENSE (Continued) 25 Fii8HBZ (&)

The amount of income tax charged to the REEEITPNBNAEHSEE:
consolidated profit or loss represents:

2013 2012
—_E—=F T
HK$’000 HK$’'000
FTHE T FAT
Current income tax EHIFTEH
Hong Kong profits tax BEBNMEN 16,600 6,913
Deferred income tax (note 15) EIEFT 1S 8 (M 3E15) (59) 41
16,541 6,954
The income tax on the Group’s profit before income 7N 5 [ B B AT A5 AR R E Sy P 1S A B
tax differs from the theoretical amount that would FAAEEMERANREMEENER S
arise using the tax rate applicable to the Group as HEMEE  BBOT:
follows:
2013 2012
—E—= —E——F
HK$’000 HK$'000
FHET FAET
Profit before income tax Bx BT 15 B4 B 1B 87,674 42,147
Tax calculated at Hong Kong profits 3% & 7 | 15 5 B £16.5%
tax rate of 16.5% STENNIE 14,466 6,955
Effect of different taxation rate in  EMEEA#EE TR R
other jurisdictions e (228) —
Tax losses for which no deferred — ZEFERIELFTERE E
income tax asset was recognised K Fi I &5 18 672 =
Income not subject to tax EEAB MR A (1) M
Expenses not deductible for taxation 7~ 7] ¥E 054 A i 1Y
purposes =933 1,632 —
Income tax expense FTiSfi M XX 16,541 6,954
Effective tax rate B = 18.9% 16.5%
Annual Report 2013  Perfect Optromcs Limited
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26 PROFIT ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

The consolidated profit attributable to equity holders
of the Company for the year ended 31 December
2013 includes a profit of HK$22,364,000 which has
been dealt with in the financial statements of the
Company.

27 EARNINGS PER SHARE

Basic earnings per share is calculated by dividing
the profit attributable to equity holders of the
Company by the weighted average number of
ordinary shares in issue during the year.

The weighted average number of ordinary shares in
issue during the year ended 31 December 2013
used in the basic earnings per share calculation is
determined on the assumption that the 10,000
ordinary shares with par value of HK$0.01 each
issued during the year and the 989,990,000 shares
with par value of HK$0.01 each issued upon the
capitalisation issue and Reorganisation (note 1) had
been in issue prior to the incorporation of the
Company, which is the same assumption for the
basic earnings per share calculation for the year
ended 31 December 2012,

26 ANFEBFEARERE

%z?t =F+-A=+—HLEFE K

TT%E sREBABMGLEENEEEFE
22,364,000 7T © % & R E RAR R B 7%
WEREE o

27 BRER

H&L%$E’%UTJE$ AR A ARG
MBBRERDETE BB INE TS EE

RETESREABFHEE=_ZS—=
+ A=+—RHILFEBHTZ BN
BEHEH T ERNBRRERFAND EITAI10,000
IS REECOIE T TR RBEEAR
b3 17 K & 4B (M 5E1) 3% 77 K9989,990,000
i &R EE0OIB LD ERARF E
ML ETETMET  EHREEFES
E-FT——F+-_A=+—HLFEZS
BEABFETAZBREZMER -

2013 2012
—E—=F —_EF—

Profit attributable to equity holders AR FERZEFHA A

of the company (HK$'000) FEAS A8 (T 7T) 71,133 35,193
Weighted average number of BEEITHNEER

ordinary shares in issue INHE 5 B

(thousands) (F1) 990,000 990,000
Basic and diluted earnings per share & % & 7 & # 5% 2 7|

(HK cents per share) (FREB) 719 3.55

HRAEBERBE_T—=FKk=

No adjustment has been made to the basic earnings
per share amount for the years ended 31
December 2013 and 2012 as the Group had no
potentially dilutive ordinary shares in issue during
these year.

Perfect Optronics Limited Annual Report 2013
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28 NOTE TO CONSOLIDATED

Notes to the Consolidated
Financial Statements

A7 #5 ¥ 7= Bt 5E

28 HMEBEEHRERKTE

STATEMENT OF CASH FLOWS

Reconciliation of profit before income tax to net cash B B 15 B B A1 B EEEMNESFEY
generated from operations: iR
2013 2012
—E—=F —E——4F
HK$’000 HK$'000
FHE T FAT
Profit before income tax B BT 15 B4 B F1 B 87,674 42,147
Depreciation on property, plant and %% - MENMREITE
equipment 429 [SY4S
Loss on disposal of property, plant HEWE - MELRED
and equipment &5 18 87 -
Loss/(gain) on financial assets at WARBEEFAER
fair value through profit or NEMEEMNERE
loss (B &3) 17 (536)
Finance income AL ON (89) (112)
Finance costs B ER 2,652 2,049
Operating profit before changes in &8 & & & B) 4L & )i 7
working capital 90,770 44123
Changes in working capital BEESEY
— Inventories - FE (2,833) 8,650
— Trade and other — FEUER R R E e
receivables & (24,593) (50,351)
— Amounts due from related — FEYEE QA
companies KIE 8,758 26,321
— Amount due to a shareholder — BN —ZRERE 8,783 553
— Trade and other — ERRFREM
payables FER R 6,550 (34,484)
— Amount due to a related — B —M@EM AR
company RIE (11,859) 11,859
Net cash generated from operations #£% & £ IR & /55 75,576 6,671
Major non-cash transaction: FEFBEERSH
For the year ended 31 December 2012, an interim BE-_ZT——H+-_A=+—HIEHFE - »
dividend payable of HK$30,000,000 has been T CHEF A=+ —HNEN—BR
declared but not paid and included in the amount RARIBBED T IRE RIR T H FE A HA AR
due to a shareholder as at 31 December 2012. The 530,000,000 7T - Z&EHRERBEZT
balance has been fully settled during the year —=F+ZA=T-HLEFEZ2HLEE -

ended 31 December 2013.

Annual Report 2013  Perfect Optromcs Limited
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29 DIVIDENDS 29 KR
2013 2012
—E—= —T——F
HK$’000 HK$’000
FET FAET
Interim dividends declared and paid AEEH—KKHERAF TR
by a subsidiary of the Group R A® R ERE
(Note (a)) (Bt 5 (@) 30,000 58,000
Proposed final dividend — == Y -1 s
HK1.5 cents per share (Note (b)) — FR1.581
(Bt 5% (o)) 19,800 —
49,800 58,000
Notes: B & -
(@) Interim dividends were declared by a subsidiary of the Group (@) BHAMAEEN —RHBARME R EER

before the Reorganisation to its then equity holder.

(b) Final dividend was proposed by the directors of the
Company to equity holders of the Company. The amount of
proposed final dividend for 2013 was based on
1,320,000,000 shares in issue as at 24 March 2014.

30 COMMITMENTS

Operating lease commitments

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

30

(o)

BAERNTHES -

ARBEFREZA AR SR EATIRARS
RE - —E-—=FMEERPRESEIIRIE
R-ZE-—WNE=ZA-+THHEHEETH
1,320,000,0000% A% {7 1 & & °

AIE

REHEREE

AEERKEHENEMAT - REBEEFH
THRELEHEE  AEENRKIMN R
EESHIWT:

as follows:

2013 2012
—E—= T F
HK$’000 HK$'000
FTET FAT
Within 1 year 1F A 4,660 1,649

Later than 1 year and not later 1F 18 K
than 5 years 5F RN 775 1,533
5,435 3,182

These leases typically run for an initial period of one
to three years.
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31 CONTINGENT LIABILITIES

During the vyear, Perfect Display and Velog
International Limited, a related company and Mr.
Cheng Wai Tak (“Mr. Cheng”) had collectively
provided guarantee with unlimited extent in respect
of banking facilities granted to Perfect Display and
Velog International Limited. As at 31 December
2012, these banking facilities were utilised by Velog
International Limited to the extent of HK$1,440,000.
All guarantees provided by or to Velog International
Limited have been released as at 31 December
2013. The personal guarantee provided by Mr.
Cheng Wai Tak was released and a corporate
guarantee was provided by the Company upon the
listing of the shares of the Company on the GEM of
the Stock Exchange on 7 February 2014.

32 RELATED PARTY TRANSACTIONS

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

(a)  The directors of the Company are of the view
that the following companies that had
transactions or balances with the Group are
related parties:

Name
BB

31

32

HAEE

F RN B EXHBE R BB 2 F Velog
International Limited & %5 (& 12 4t 4 ([ #5 5%
A& ) Bk % T Bl 2 85 R & Velog International
Limited #) SR 1T Rb & H F R L EREELR o

RZE——F+-A=+—8 " Z5R7T
BE 29 BllfVelog International Limited &)
F31,440,0007% 7T ° M Velog International
Limitedi2 itk M ERENFABEERE RS
T—=FF+-A=1T—"HER BBEE
EERENEAZERRERTARMDRE

—Ei A+ B QFEEJ%H&imHm#
CWERAANBIREDEER -
BERAXRS

W—H A EEEEERN SRS
—FELRVREREERREBEERATE
RIE WA BEER - €752 HREH
S HFAEATEENBBEAES -

(a) ARAREZERR G ATARI[ENE
BETR SN FEEHROEEN:

Relationship with the Group
HAEENBR

Velog International Limited

A related company controlled by Mr. Cheng

B B ST A 1R RO B B 2 R

J-Sky International Limited

A related company controlled by Mr. Cheng

B B T A 1 ) O BE B 2 W)

Earn Master Limited

A related company wholly owned by Madam Chung Ting

Wai, the spouse of Mr. Cheng

HEEAEMEBERSS

2R /NG

SRt 2 EEAN

Annual Report 2013  Perfect Optromcs L\m\ted
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32 RELATED PARTY TRANSACTIONS 32 BEIXRZ(E)

(Continued)

ERELTNRS

(o) Transactions with related parties (b)

R EMBHRRAIEREIN A&
EFERNEBEBARETATRS °

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

year.
Continuing related party transactions: REBEBEARS:
2013 2012
—E—= —E——4F
HK$’000 HK$'000
THER FHET
Rental expense paid to a related XftEEH AFTHNHE S
company (Note i) 7 2 (B 3E0)
Earn Master Limited Earn Master Limited 816 272
Discontinued related party transactions: IRERERRS:
2013 2012
—E—=F T F
HK$’000 HK$’000
FTHET FAT
Sales of goods to related BB AREEE M
companies (Note i) CiEza)
Velog International Velog International
Limited Limited — 1,332
J-Sky International J-Sky International
Limited Limited 1,573 6,101
Purchase of goods from related  [FEIH ARIBE & R
companies (Note i) (B 3D
Velog International Velog International
Limited Limited SIS 416
J-Sky International J-Sky International
Limited Limited — 1,004
Note: Bt &
(i) In the opinion of the directors, these transactions (i) EERE  ZERHDREBEKBRR

IR T E M ERRIFEKETL

were entered into in the normal course of business
at mutually agreed prices and terms.
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32 RELATED PARTY TRANSACTIONS
(Continued)

32 BERIRZ(H)

(c) Balances with related companies (c) EHEIEE QTR ER
2013 2012
== —ET——fF
HK$’000 HK$'000
TET F&T
Other receivables from related JE W BA B ‘s‘ﬁ’&
companies: H b3
Velog International Velog International
Limited Limited — 8,758
J-Sky International J-Sky International
Limited Limited - -
— 8,758
The maximum outstanding balances during the FRAERREREHRET:
year were as follows:
2013 2012
—E—=fF —T——F
HK$’000 HK$’'000
THET F#&ET
Maximum outstanding balance due JEWR T3 & H B &S
from: REEZH:
Velog International Velog International
Limited Limited 8,758 26,552
J-Sky International J-Sky International
Limited Limited — 18,381
2013 2012
—E—=F —E——F
HK$’000 HK$'000
TERT F#&E T
Other payable to a related FETRAEE A A
company: H b 3kIAE
J-Sky International J-Sky International
Limited Limited — 11,859

Annual Report 2013  Perfect Optronics Limited
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32 RELATED PARTY TRANSACTIONS 32 BEIXRZ(E)

(Continueqd)
() Balances with related companies (Continued)

The balances are denominated in HKS,
unsecured, interest free and repayable on
demand. The carrying amounts of these
balances approximate their fair values. These
balances were fully settled during the year
ended 31 December 2013.

(d) Key management compensation

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

BREBARMNERR(E)

REHEHRTIABTTAHE - HEER
RERREREE ZEEHKORQ
AEEEEREERS - ZF&EH
EREZE_E—=F+=-A=+—H
LHFEEZHES -

TEEBEAEHH

TEERANBEREERSAER
E-sEBMEHNRE S KE
NEBEEABNFMOT:

2013 2012

—E—=fF —E—_4F

HK$’000 HK$'000

THT FAET

Short-term employee benefits EHEERT 9,549 5,657
Post-employment benefits EBRKEH

— defined contribution plans — TREMHREE 74 54

9,623 5,611

Included in key management compensation
was compensation paid or payable to Madam
Chung Ting Wai, the spouse of Mr. Cheng,
amounted to HK$191,000 during the year
(2012: HK$351,000).

_]80 Perfect Optronics Limited Annual Report 2013
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32 RELATED PARTY TRANSACTIONS

©

32 BMEHIRS(E)

(Continued)
Corporate guarantee from a related party and e —EHEFRUENGEERRIBL
personal guarantee from Mr. Cheng ERENEAER
2013 2012
—g2—= —T——F
HK$’000 HK$’000
FTERT FAT
Bank borrowings of the Group FA B £ 28 7~ K& Velog
secured by the corporate International Limited
guarantees from Perfect Display,  f2HtAI{>ZE R KX &L
Velog International Limited and TR A EAER
personal guarantee from Mr. ER IR AR EE R
Cheng TER = 63,287
Bank borrowings of the Group HEEBETRHENDE
secured by the corporate ER R BB A R
guarantee from Perfect Display A AERIEAIKFRN
and personal guarantee from Mr. 7N £ B4R 1T & 3%
Cheng 75,531 =
Banking facilities utilised by Velog Velog International
International Limited, of which Limited 2 &h F3 #9 $R
secured by the corporate TRE - AEZERET
guarantees from Perfect Display, K Velog International
Velog International Limited and Limited 32 fit ) 1b
personal guarantee from Mr. BEREBEAERER
Cheng il AERIEREHR = 1,440
33 EVENTS AFTER THE REPORTING 33 HEAKRSEHE

PERIOD

The following significant events took place
subsequent to 31 December 2013:

(@)

Public listing

On 7 February 2014, the Company has
allotted and issued 330,000,000 shares at the
offer price of HK$0.30 per share raising gross
proceeds of approximately HK$99 million.

Capitalisation of share capital

On 7 February 2014, 989,990,000 shares were
issued by way of capitalisation of share
premium on the proceeds from the allotment
of 330,000,000 shares stated in note (a) under
the capitalisation issue as detailed in the
Prospectus.

THEREBR_T—=F+-_A=+—
HigEAE:

(@)

AR LE™

#_:—mﬁ—ﬂta ¥iN/NEST 5]
% & B%0. 30/%715’3%%{*@6%*&%
ﬁ330,ooo,oooﬂx f&1n - BEUWELFTTS
X TH #8 %8 499,000,000/ 7T °

RAEARE

R-ZZE—NFE-_A+H AR BHEB
18 Bt £ 330,000,0000% A% 17 AT 15 20 18
MDD EEE AL BT
989,990,000% J& 17 » 1B N B
EREABEITTIHNE@) -
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Financial Summary

B 15 1 2

For the year ended 31 December

BEt+t-A=+—-HLFE

2013 2012 2011
—E—= —E——F —T——%F
HK$’000 HK$'000 HK$'000
FHE T FET FET
Results E¥
Revenue W z= 1,669,556 1,382,583 1,627,122
Profit for the year attributable to RAFIERZTEB ARG
equity holders of the Company FE R 71,133 35,193 33,999
Dividends % & 49,800 58,000 18,000
As at 31 December
R+=—A=+—H
2013 2012 2011
—g—= —B—F C—ZEB——%
HK$’000 HK$’000 HK$’000
FTET FET FET
Assets and liabilities EEREE
Total assets BEE 383,386 347,107 337,648
Total liabilities FER= N (244,651) (249,455) (217,189)
Total equity MES 4B 5 138,735 97,652 120,459
Note: B & -

The summary above does not form part of the audited consolidated

financial statements.

No financial statements of the Group for the years ended 31 December

2010 and 2009 have been published.

The financial information for the years ended 31 December 2012 and
2011 were extracted from the prospectus of the Company dated 24
January 2014. Such summary was prepared as if the current structure of
the Group had been in existence throughout these financial years and is
presented on the basis as set out in note 2 to the consolidated financial

statements.
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ERBBEITEREERFAMBRRN B -

AEBETETERE
FILEFEMBMBERE -

—EER_FBENFT_A=1—

BHE-ZT—FR-ZT—F+ZA=+—RHLEFENHK
BRNESEAABAT—NE A+ HANAARBR
ERE - LR ERASENBTABEXSMREEN—&
FENBRIMAEE  WIREEVBRRMNF2MAELLZTY -
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