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Financial Highlights

By S HES

For the year ended 31 December

BEt+t-A=1+—HLEE

2013 2012
—E-=F —E—_F
HK$’000 HK$'000 Change
FExT FET b5
Revenue WS 20,680,750 12,374,379 +67.1%
Gross profit EF 2,891,935 1,556,853 +85.8%
Profit for the year attributable to ViN/NEIE ¥ =N
owners of the Company N 55 ) 1,619,990 710,261 +128.1%
EBITDA EITE REHAAE 2,813,164 1,618,612 +73.8%
EPS (HK cents) BRRZF (BL)
— Basic and diluted — EARNEE 57.43 25.67 +123.7%
DPS (HK cents) FRRE (GBI)
— Interim — i HA 7 5 +40.0%
— Final — R 12 5 +140.0%
— Full Year — 24 19 10 +90.0%

The final dividend of 12 HK cents per share (2012: final dividend of 5 ZEFEEZHIEBERARSER12BIN(ZT—=
HK cents) has been proposed by the directors and is subject to ~ 4F : REFAR B 578(l) » HEEEN R A IEE I RB
approval by the shareholders in the forthcoming annual general  FX& _E#b# o

meeting.
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Financial Highlights
MBERE

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

HK cents
A EPSE%&F|  — Dividend payout ratio j& Bkt R
6| [ DPSEREE P % w |
45%
%0 40%
40 35%
30%
30 28.00 27.09 25.67 25%
21.5 20.91 19.0 | 20%
20 13.76 15%
10 7.3 8.7 8.7 100 10.0047 11'8249 ”-4550 . 10.0 0%
fm "0 C0 Pl fs Um On s o
0 0%
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

The calculation of basic earnings per share and dividends per share for the year from 2004 to 2010 have been adjusted for the bonus issued
and the share subdivision that have been approved by the shareholders at the extraordinary general meeting held on 19 January 2071.

* CEREMER_F-RFIBREARBFIREGRIRE G EERRER —F——F— AT NARTZREEFIAXE LHES BEITARE
R FFARIEL B -

Analysis of EBITDA, gross, operating and net profit margins (%)
HENERBHEANREE  EFF - KEHBFRURARED (%)

25 [~

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Net profit margin attributable

Gross profit gy to the owners of the Company

EHE

Operating profit margin
eyl

RRBEA ARG AT

EBITDA margin
T ST 8 e 8 i ) o
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Financial Highlights
BBRRHE

Turnover by geographical segments
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The Chairman’s Statement
ITRRESE

Truly International Holdings Limited (the “Company”) has successfully
taken one more step from HK$10 billion revenue in 2011 to more
than HK$20 billion revenue in 2013 by two years. The Company and
its subsidiaries (the “Group”) had achieved a significant growth in
revenue from HK$12.4 billion in 2012 to HK$20.7 billion in 2013 by
around 67% growth. Besides, the Group continued double digit
growth in revenue for consecutive four years from year 2010 to 2013.
The management would continue this double digit growth in revenue
target in 2014.

Besides, we had also achieved another significant target being stated
in last year Chairman’s statement, which was not only growth in
revenue but also improving in profitability. Profit for the year
attributable to owners of the Company was approximately HK$1,620
million, which has been increased significantly by 128% when
compared to year 2012 (HK$710 million) mainly due to huge increase
in revenue and profit margins being improved. In year 2013, the
Group’s gross profit margin and net profit margin attributable to the
owners of the Company have been improved simultaneously from
12.6% and 5.7% in year 2012 to 14.0% and 7.8% in year 2013
respectively. Our management would continue this difficult job in
2014 and onwards to requite the continuing support from investors
and our shareholders.

The Group’s major products, including LCD modules, touch panels
products and compact camera modules, would continue benefit from
the continuing growth smartphone market. In 2013, stimulating the
Group’s smartphone related products’ sale was mainly due to the
smartphone users upgraded their mobile phone to a larger screen
size smart phone and popularity of smartphone being started in
China.

In 2014, the management expects that our group could still benefit
from continuing heat wave of smartphone, particular in ongoing
popularity of smartphone in China. Furthermore, as the 4G TD-LTE
service was launched in China from last quarter of 2013, smartphone
users will gradually upgrade their existing 3G smartphone to 4G
smartphone to enjoy the high speed data service. It is also benefit to
the Group. Therefore, we have confidence on our business growth in
year 2014.

| would like to thank the Directors, the management team and all
employees for their sustained diligence and dedication to the Group
which contributed to the continuing improvement of the Group’s
businesses. On behalf of the Board of Directors, | would take this
opportunity to express our heartfelt thanks to our business partners,
bankers and stakeholders for their continuing trust and support to the
Group.

Lam Wai Wah
Chairman

Hong Kong, 18 March 2014

EMBEBRBERQB(TART ) RERBRAT—
¥ ORMFEHE WREd - T——FHN—8FEE
TRAZE-ZE-—=ZFRE_ARET - A2AR
HMBERR(AKRE]DMKREARER A%
—ZFER124 BB T IMNN6TH E T —=F 8
207EETL - WHN BT —ZFRE_T—=F
I AEERNRSECDEBNFHRSEMLBILR
R-T-—NFEEEENWGER B REREEM
IR -

AN BRMEREFEEEEREERNG] T
F—EEXEEZ RERRSEENELE  EFIE
FHEFEEN - RRAREBABRGAFE RN A
16.20BH T BT ——F(7T10EBT)BE -
F128%  EBR2ARKEAELFBRES - R
—E—=F AEENEMNERADEEF AR
HHMERFZEA DB —=FMN12.6%
B57% FHAEZZE—=FMW14.0% N7.8% &
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Management Discussion and Analysis
BEENRR A

Business Review and Award

Revenue for the year recorded a new high in amount and a continuing
double digits growth of approximately 67% amounting to HK$20.7
billion (2012: HK$12.4 billion), which was mainly due to sustainable
growth in smartphone market and popularity of smartphone in China.

Profit for the year attributable to owners of the Company was
approximately HK$1,620 million which was approximately 128%
more than last corresponding year in 2012 (approximately HK$710
million). Basic earnings per share increased to 57.43 HK cents from
25.67 HK cents for corresponding period of the previous year. The
2013 total interim dividends of 7 HK cents per ordinary share were
paid and payable during the year 2013 (2012: 5 HK cents per
ordinary share). In view of this, the Board of Directors has
recommended the payment of a final dividend of 12 HK cents per
ordinary share, representing a payout ratio of 33%.

The gross profit margin for the year increased to around 14.0% (2012:
12.6%) and net profit margin for the year attributable to owners of the
Company increased to approximately 7.8% (2012: 5.7%). As stated
in the Chairman Statement, the management has successfully
achieved an important job, stated in last year’s Chairman Statement,
to improve the profitability of the Group. The management has
grasped the opportunities on the continuing heat of smartphone
market and popularity of smartphone in China during year 2013 to
achieve the both targets of revenue growth and profitability
improvement.

The Group’s LCD business including touch panel products and
automotive display business was about 87.7% of the Group revenue
for the year 2013. Other business including the sales of compact
camera modules and printed circuit board accounted for
approximately 12.3% of the Group revenue in year 2013. LCD
business would continue to be the core business of the Group in next
few years.

08 | Truly International Holdings Limited ¢ Annual Report 2013
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Management Discussion and Analysis
BEEIRR A

In order to satisfy the new products specification requirements from
the customers and improve the manufacturing processes, the Group
continues to put resources in the Group’s research and development,
the Group spent around HK$782 million and HK$481 million in 2013
and 2012 respectively. During year 2013, the Group has successfully
registered many patents related to manufacturing processes of LCD
Products and Touch Panel Products in China. Besides, one of the
Group’s PRC subsidiaries, Truly Semiconductors Limited was
obtained the certificate of Guangdong Patent Award from Guangdong
Intellectual Property Office in July 2013 and the Shanwei City
Government Quality Award in December 2013 from the People’s
Government of Shanwei Municipality. The Group’s another PRC
subsidiary, Truly Opto-Electronics Ltd was also obtained the award of
2013 Touch Screen Most Influential Top 10 Int’l Brands in May 2013
from China Communications Industry Association.

Segment Information

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

LCD products manufacture and distribution of LCD

products and touch panel products

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

Electronic consumer
products

BREEFPHNEMBEBRNELRRNREETRT -
AEBBEERMERNASENHE  AEE
REZEBE—=FERZFT-—_FOHERZIDAOA
782EABTLK4BIESBIL - RZE—=F ' K&
EEFRBEKNAMZEEBREBERSRER N
BIEREMEELF 2SR o 1o AEEES
—HFTEMNBARENFEBERAGNR S
—=—FtARGERENBEERBENERE
MBBEURR -_Z—=F+_-ABELETA
RBNBEZELETBNEEE - A&E 5 —MH
FENBAREMEYEROERAGBITAE
—ZFHAREPEREETEHSEEN 2013
BERTESAVE N T RERMELEIE -

THEEH

AARAEEG (AXTEREREE) MEADE
BREHERROFEENETRTRIERIE @
MHE - D REREEDIRRITHEHE - Fit -
AEEBR D SMEZLENE  AHEERARRE
TREMMEFHEERM SEE0ENEHN

SUER D HB S BER
2R EE on M B YR R EE

HERDHETFTHEE
an (1 40 1k BY 48 # 1R
M EARBE®RR

BT
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Management Discussion and Analysis
BEENRR A

Segment revenues and results DTEWERES

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

operating and reportable segments: N
For the year ended 31 December 2013 e —FE—=F+_HA=+—HIFFE
Electronic
LCD consumer
products products Segment
V] ETHE total  Eliminations Consolidated
BREEM Em PEEH 2 e
HK$°000 HK$°000 HK$°000 HK$'000 HK$°000
TER TER TER TER TEr
REVENUE e
External sales AN 18,135,615 2,545,135 20,680,750 - 20,680,750
Inter-segment sales HEREE - 391,345 391,345 (391,345) -
18,135,615 2,936,480 21,072,095 (391,345) 20,680,750
RESULT ES
Segment result ECES 1,985,130 248,212 2,233,342 (8,558) 2,204,784
Finance costs BEER (78,974)
Unallocated expenses APEHEL (31,096)
Profit before tax FArE A 2,114,714
For the year ended 31 December 2012 HE—_FT——F+_HA=+—HIFZF
Electronic
LCD consumer
products products Segment
R emEE ETHE total Eliminations ~ Consolidated
BRREM Em R ol e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THAT TET THET THT
REVENUE Wi
External sales A 10,930,123 1,444,256 12,374,379 - 12,374,379
Inter-segment sales HERHEE - 399,400 399,400 (399,400) -
10,930,123 1,843,656 12,773,779 (399,400) 12,374,379
RESULT ES
Segment result NEEE 1,014,947 109,684 1,124,631 (16,588) 1,108,043
Finance costs WBER (72,646)
Unallocated expenses RABFAX (61,608)
Profit before tax BADRF 983,792
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Management Discussion and Analysis
BEEIRR A

Geographical information

The following table sets out information about (i) the Group’s revenue
from external customers by location of customers and (i) the Group’s
non-current assets by location of assets.

i EE R

TRBI()FEBEE BB E
3 % ()7 S8 P 6 2 P A 0 5 D 3E TR B
AEHE -

Revenue from

external customers

Non-current assets

IBEF W& kREEE
2013 2012 31.12.2013 31.12.2012
—EB-=F T4
—E—= —T——% +ZA=+—H TZH=+—H
HK$°000 HK$'000 HK$’°000 HK$’000
FET FHT FET FET
People’s Republic of YN
China (“PRC”) ([HE]) 14,531,466 8,030,613 5,848,361 5,021,071
South Korea [Faf 4,060,878 2,447 847 - -
Europe &M 516,067 374,302 - =
Hong Kong T 475,738 467,773 34,250 37,581
Japan HZ 423,454 466,296 - -
Others Hib 673,147 587,548 - -
20,680,750 12,374,379 5,882,611 5,058,652
Outlook BI&

As stated in the Chairman Statement, the management expects that
our group could still benefit from continuing heat wave of smartphone,
particular in ongoing popularity of smartphone in China in year 2014.

Furthermore, as the 4G TD-LTE service was launched in China from
last quarter of 2013, smartphone users will gradually upgrade their
existing 3G smartphone to 4G smartphone to enjoy the high speed
data service. It is also benefit to the Group.

Therefore, we have confidence on our business growth in year 2014.

Same as previous years, the Group would continue to accelerate the
production automation in year 2014 in order to meet the high
precision manufacturing process and reduce the negative effect to
the Group from continuing increase in China labour wages.

HBMETERESHE R —WF - EEER
HASENERERNEREFROJARR - LH
EHETRETBETEE L -

o BERER T -=FKRE—FHEHL4IG
TO-LTERRF - BEFHRBFKEEARERE
SGERETHREAGERTHE  UERRRBUER
%o AEENREEMEE

At - HZAIE —F-—OFNEHERTBELD
REBEFE  ARESR T - mNFEEMR

e EEER  AEBIRENEERRF RBEE
TRESTTEREENAASEGFRANEETE -
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Management Discussion and Analysis
BEENRR A

Proposed Spin-off Update and Expenses

The management would like to update the Shareholders that the
Proposed Spin-off is still under progress since the announcements of
the Company dated 8 April 2013 and 15 October 2013 related to the
Proposed Spin-off were made. For detail of the Proposed Spin-off,
please refer to these two announcements.

During the year, the Group has incurred around HK$5,658,000 (2012:
HK$2,702,000) of professional expenses and around HK$24,583,000
(2012: HK$143,000) of tax for assets transfer between the Group and
Truly Opto-Electronics Limited for the progress of the Proposed Spin-
off respectively, which were charged to the profit for the year.

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

FINANCIAL ANALYSIS
Results

Results for the year ended 31 December 2013, the Group’s audited
consolidated revenue amounted to HK$20.7 billion (2012: HK$12.4
billion), representing an increase of 67% as compared to that of last
year.

The Group’s gross profit margin and net profit margin attributable to
the owners of the Company increased to 14.0% and 7.8% in year
2013 from 12.6% and 5.7% in year 2012 respectively.

EBITDA and profit attributable to owners of the Company were
increased to HK$2,813 million (2012: HK$1,619 million) by 73.8%
and HK$1,620 million (2012: HK$710 million) by 128.1% respectively.
Basic earnings per share was increased to 57.43 HK cents (2012:
25.67 HK cents) by 123.7%.

12 | Truly International Holdings Limited ¢ Annual Report 2013
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Management Discussion and Analysis
BEEIRR A

Income Tax Expenses

In May 2013, a non-wholly owned subsidiary of the Company in the
PRC has successfully entitled to enjoy the preferential treatment on
corporate tax by High Technology Enterprises for 3 years
commencing from 1 January 2012, the applicable corporate income
tax rate for this subsidiary reduced from original 25% to the
preferential tax rate of 15% since 2012. Therefore, around HK$68
million of overstated income tax expense for the year ended 31
December 2012 has been credited to the income tax expense in the
Consolidated Statement of Profit or Loss and Other Comprehensive
Income for the year ended 31 December 2013 because such PRC
subsidiary used 25% to accrue PRC corporate income tax for the
year ended 31 December 2012. For detail, please refer to the
Company’s announcement (Voluntary Announcement — Confirmation
of Preferential Treatment of Truly Shanwei in Connection with
Recognition as High Technology Enterprises) on 30 May 2013.

Investment, Assets and Liabilities

On 17 December 20183, Truly Semiconductors Ltd (“Truly
Semiconductors”), an indirectly wholly-owned PRC subsidiary of the
Company, entered into the Shareholders Agreement with Huizhou
Investment Holdings Limited* (2 1 ™ #& & # & & B 2 a]) and
Huizhou Zhongkai High-tech District Investment and Development
Company Limited* (BMHIEm T EIREREEREE R F)In
relation to the formation of a company with limited liability (“JV”) in
PRC. Pursuant to the Shareholders Agreement, the registered capital
of the JV will be RMB1,132 million and each of Truly Semiconductors,
Huizhou Zhongkai High-tech District Investment and Development
Company Limited* and Huizhou Investment Holdings Limited* will
contribute RMB600 million, RMB307 million and RMB225 million by
cash, representing approximately 53.00%, 27.12% and 19.88% of
the total registered capital of the JV, respectively. The JV will be
primarily engaged in development and production of AMOLED display
products. The JV established in December 2013 and Truly
Semiconductors paid RMB120 million (20% of RMB600 million)
registered capital to JV in December 2013. The remaining unpaid
registered capital is expected to be paid in the first half of year 2014.
For detail of transaction, please refer to the Company’s
announcement (Shareholders Agreement on Formation of a Joint
Venture Company) on 17 December 2013. This investment in the JV
has been treated as investment in an associated company of the
Group as the Group do not have control but significant influence on
the JV.

FRE®R X

R-ZE—ZFRHA ARA—MRFPEZIIELE
WMEARKWEEE —T——F— A —HBE=F
NEZERIEMCEZCERER - 82T —=
Fie ZMBRARNBERACEMBSRERRKD
5% EBEHE15% - AR TEE A TR
HE-Z——F+_-_A=1+—HBILFEX25%7
EERPBMEMSGH - Bt AEBE SR
BT+ A+ BULFEBETEY
Fr5 %t X #968,000,000 B TLat ABLZE — T —=
FH-_AZ+t—HULEFEGRABZREME2ANK
BEMMEHMAYE - BEFBHEL2HEARFTNZ
E-—=—FRA-THTENLS(ARAE — @
REFNBEREESFTRMECEMAZTEER
FBZER) °

RE BERERE

R-ZZ—Z=F+-A++tH AREIZEE2E
FEKERREMEERERAR([FFFBEE])
HEEMNHREERAR A LEMNPIESTFREE
BERBERET AR URE RS RREER
AR —EERETRAR(TEERT]) - BIE
R AERRZEMEREAEARE11.32
By ERFER  ENPEErRRERESR
RETARRENTRELEBRERAESE E R
HTEBREARE6ETL  ARBIOTELIRAR
#2258 DRMEAERRZ 2 EMEARL
53.00% ~ 27.12% 2 19.88% > A E N AlF =B}
EAMOLEDBREms AEMEE X - 68
NAR_E—=ZF+ AR MEFNFXEER
R-ZT—=ZF+_AmAEAHEARE12E
TARBETIHNEDZZ1) c RAEEMEX
HREBIEHER T —NFLEEFIF - BERS
HiE . B2 AARAR-E—=F+=-A++tH
ZRE(KIEERRIZRERZE) - ARAEE
HEERATELHEREEAFEN AKX
AERRREEHEAREBNBE AT ZRE -
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Management Discussion and Analysis
BEENRR A

During the year, the Group acquired plant and machinery amounting
to approximately HK$1,021 million and furniture, fixtures and
equipment amounting to approximately HK$112 million for the
purpose of enhancing its manufacturing capacity in the China factory
campus.

Total assets were increased by approximately 40.5% to approximately
HK$16,281 million which comprised approximately HK$10,210 million
of current assets, approximately HK$5,517 million of property, plant
and equipment and approximately HK$554 million of other assets.
Total liabilities were approximately HK$9,054 million, of which
approximately HK$8,062 million were current liabilities and
approximately HK$992 million were non-current liabilities.

Liquidity and Financial Resources

As at 31 December 2013, the outstanding bank and other
borrowings, net of fixed deposit, cash and bank balances, were
approximately HK$1,078 million (2012: approximately HK$1,716
million). It was substantially improved by reducing 37.2% when
compared to last year. These borrowing bear interest at prevailing
market rate and their maturity profiles are shown in the financial
statements. For non-current portion of these borrowings were
matured within 5 years.

The financial position of the Group is healthy and improving for future
capital expansion while maintaining a sufficiently high level of fixed
deposits, cash and bank balances (approximately HK$2,806 million
at 31 December 2013) together with adequate unutilized banking
facilities. The gearing ratio based on total interest bearing debts, net
of fixed deposits, cash and bank balances was approximately 16%,
which has improved from 34% at 31 December 2012.

Capital expenditure commitment of around HK$286 million for the
year 2014 in respect of acquisition of property, plant and equipment
was contracted for but not provided, while the capital commitment
for the investment in an associated company was around HK$614
million as at 31 December 2013. It is expected that the capital
commitment for the investment in an associated company would be
paid in the second quarter of year 2014.

General
The state of the Group’s current order books is very strong.
Except for investments in subsidiaries, an associated company and

available for sale investments, neither the Group nor the Company
had held any other material investments during the year.
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Management Discussion and Analysis
BEEIRR A

Additions to fixed assets mainly in furniture, fixture and equipment
and plant and machinery were approximately HK$1,199 million. As at
31 December 2013, the Group had no pledge or mortgage on its
fixed assets.

Around 26,000 workers and staff are currently employed in our Shan
Wei factory in China and around 100 personnel in the Group’s Hong
Kong office. Total staff costs for the year were approximately
HK$1,593 million.

At the balance sheet date, a subsidiary of the Company is a
defendant in a legal action in lItaly involving the alleged defective
goods manufactured by the subsidiary according to its customers’
designs and specifications. The claim above against the subsidiary is
approximately Euro 7.2 million (equivalent to approximately HK$77
million) in aggregate. The directors believe, based on legal advice,
that the case has legal and factual grounds to defend and therefore it
is not probable that losses (including claims for costs) will be incurred.
As a result, no provision has been made at the end of the reporting
period in this regard.

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

Other Information

Dividends

The directors recommend the payment of a final dividend of 12 HK
cents (2012: 5 HK cents) per share for the year ended 31 December
2013, based on ordinary shares in issue (number of ordinary shares
issued at 28 February 2014: 2,914,753,398), to shareholders whose
names appear on the Register of Members on 27 May 2014
(Tuesday). It is expected that the final dividend payments will be made
to shareholders on 5 June 2014, Thursday, subject to the Company’s
shareholders’ approval at the Annual General Meeting of the
Company.

The interim dividends in aggregate of 7 HK cents per share (2012: 5
HK cents) were paid in 2013 and 2014 to shareholders on the register
of member of the Company at the close of business on 10 June
2013, 9 September 2013 and 30 December 2013, based on
2,818,244,898, 2,843,001,898 and 2,919,593,398 ordinary shares in
issue respectively.

The total dividend payout ratio for the year was about 33%.
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Customers and suppliers

In the year under review, sales to the five largest customers
accounted for approximately 50.4% of the total sales of the Group
and purchases from the five largest suppliers accounted for
approximately 35.9% of the total purchases of the Group.

For the year ended 31 December 2013, our largest customer
accounted for approximately 13.9% of the total sales of the Group.

For the year ended 31 December 2013, our largest supplier
accounted for approximately 16.5% of the total purchases of the
Group.

As at 31 December 2013, none of the directors, their associates, or
any shareholders which to the knowledge of the directors owned
more than 5% of the Company’s issued share capital had any
beneficial interests in the Group’s five largest customers and/or five
largest suppliers mentioned in the preceding paragraph.

Directors and Senior Management

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

Mr. Lam Wai Wah, aged 61, is the Chairman and Managing Director
of the Company. He is the founder of the Group and has over 37
years of experience in the electronics industry. He is primarily
responsible for the formulation of the Group’s overall strategic
planning and business development.

Mr. Wong Pong Chun, James, aged 55, is an Executive Director of
the Company and the Chief Operating Officers of the Group. He is
responsible for the Group’s operations in respect of internal controls
and risk management, investors’ relationship and external affairs. He
joined the Group in 1987.

Mr. Cheung Tat Sang, aged 58, is an Executive Director of the
Company. He is responsible for the sales of the Group’s LCD
products and other electronic components. Prior to joining the Group
in 1989, he had been the sales manager for a number of electronics
companies for over 10 years.

Mr. Li Jian Hua, aged 50, is the Head of the Group’s LCD Production
Division and an Executive Director of the Company. Mr. Li graduated
from the Jilin University of Technology and Engineering Management
in 1987 and joined the group in 1989. Prior to joining the Group, he
worked in a multinational motor car manufacturer in Guangzhou City,
the PRC for almost two years.
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Mr. Chung Kam Kwong, aged 56, is an independent Non-executive
Director of the Company and the Chairman of the Group’s Audit,
Remuneration and Nomination Committees. He is a practising
Certified Public Accountant in Hong Kong and is members of the
Hong Kong Institute of Certified Public Accountants and the
Australian Society of Certified Practising Accountants and a council
member of the Macau Society of Certified Practising Accountants.
Mr. Chung has extensive experience in accounting and financial
management and has been the independent Non-executive Director,
management consultant and Company Secretary of a number of
listed companies in Hong Kong.

Mr. Ip Cho Ting, Spencer, aged 55, is an independent Non-executive
Director and members of the Group’s Audit, Remuneration and
Nomination Committees. He is the holder of a Bachelor of Science
degree from the University of Wisconsin, Green Bay, U.S.A. Mr. Ip is
a CERTIFIED FINANCIAL PLANNER®" CFP™ and a member of the
Institute of Financial Planners of Hong Kong. He is the Senior
Financial Planning Consultant of a professional insurance company in
Hong Kong. Mr. Ip is also an Accredited Mediator of the Hong Kong
International Arbitration Centre.

Mr. Heung Kai Sing, aged 65, is an independent Non-executive
Director and members of the Group’s Audit, Remuneration and
Nomination Committees. He has experience in textile industry.

Mr. Ma Wai Tong, aged 42, is the Chief Financial Officer and the
Company Secretary of the Group and the Company respectively. Mr.
Ma joined the Group in January 2011 and had 17 years of auditing,
accounting and financing experience including four years with major
international accounting firms and over ten years in senior accounting
positions in various industries. He is a member of the Hong Kong
Institute of Certified Public Accountants. Mr. Ma holds a Bachelor’s
degree in Accountancy and a Master’s degree of Professional
Accounting from the Hong Kong Polytechnic University.

By order of the Board
Lam Wai Wah
Chairman

Hong Kong, 18 March 2014
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Directors’ Report
ESERES

The directors present their annual report and the audited financial
statements for the year ended 31 December 2013.

Principal Activities

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

Results and Appropriations

The results of the Group for the year ended 31 December 2013 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 39.

Interim dividends in aggregate of 7 HK cents per share, amounting to
approximately HK$200,047,000, was paid and payable to the
shareholders during the year.

The directors now recommend the payment of a final dividend of 12
HK cents per share based on the number of ordinary shares in issue
(number of ordinary share issued at 28 February 2014:
2,914,753,398) to the shareholders of the Company whose names
appear on the register of members on 27 May 2014, amounting to
approximately HK$349,770,000.

Property, Plant and Equipment

During the year, the Group acquired plant and machinery amounting
to HK$1,020,992,000 and furniture, fixtures and equipment
amounting to HK$111,995,000 for the purpose of expanding its
manufacturing capacity in Shan Wei City, Guangdong Province in the
People’s Republic of China.

Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 16 to the
consolidated financial statements.

Share Capital

Details of movements during the year in the issued share capital of

the Company are set out in note 29 to the consolidated financial
statements.
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Distributable Reserves of the Company

The Company’s reserves available for distribution to shareholders as
at 31 December 2013 were as follows:

ARz A DikEE

R-TE—=F+_A=+—8 ARFAADIKT
PRz T

2013 2012

—B-=F —E—_4F

HK$ HK$

BT BT

Share premium R fmE 832,478 545,520
Special reserve RIS 17,410 17,410
Retained earnings RE&EF 38,763 33,835
888,651 596,765

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

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

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

Executive directors:
Lam Wai Wah

Wong Pong Chun, James
Cheung Tat Sang

Li Jian Hua

Independent non-executive directors:
Chung Kam Kwong

Heung Kai Sing

Ip Cho Ting, Spencer

In accordance with Articles 100 and 120 of the Company’s Articles of
Association, Li Jian Hua, Ip Cho Ting, Spencer and Heung Kai Sing
retire and, being eligible, offer themselves for re-election.

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

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

Directors’ Interests in Contracts of Significance
No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company had

a material interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.
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Directors’ Interests in Shares and Underlying
Shares

At 31 December 2013, the interests of the directors and their

EEzROKEBR

RIE—=F+-_A=+—8  REARAHLRE

& 75 KB R 5 362 (R AT IR 17 2 B el Frac sk -
SR LT RABDEFTETESFRXHHRETA])
BREARANBEBRERSMBRARZER
EEREBBABRE ZARR RERBAE 2
BRI T

associates in the shares and underlying shares of the Company and
its associated corporations, as recorded in the register maintained by
the Company pursuant to Section 352 of the Securities and Futures
Ordinance, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, were as
follows:

Long positions e

(@) Ordinary shares of HK$0.02 each of the Company (@) ALATEBRHEECEBTZEER

Number of issued

Percentage of
the issued share

ordinary shares capital of
Name of director Capacity held the Company
e A=Y <oy LER N A=Y £6)
EEnE 4 ZER#E RABDL
%
Lam Wai Wah Beneficial owner 1,201,422,000 41.15
B EHEAA
Held by spouse (note 1) 74,844,000 2.56
mEcERA (1)
1,276,266,000 43.71
Wong Pong Chun, James Beneficial owner 38,223,000 1.31
mHIE EmBAA
Held by spouse (note 2) 1,650,000 0.06
mECERA (FHFE2)
39,873,000 1.37
Cheung Tat Sang Beneficial owner 6,529,000 0.22
SRESE EmA A
Li Jian Hua Beneficial owner 15,457,000 0.53
FEE EnEE A
Held by spouse (note 3) 1,203,000 0.04
micERA (FHEE3)
16,660,000 0.57
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(b)

Notes:

Registered capital of the associated corporation of
the Company

Truly Opto-Electronics Limited (“Truly Shanwei”) (Note 4)

(b) AQTFEEEEZEMES

EAXERDERI B (EFRILED (HEE4)

Percentage of
paid up registered

Registered capital capital of Truly
Name of director Capacity contributed (RMB) Shanwei
RHFMER HEFLEZ#Z
EEgE &4 (AR®) EMELAED L
%
Lam Wai Wah Beneficial owner 647,360 0.1904
B BEREAA
Wong Pong Chun, James Beneficial owner 2,590,120 0.7618
mHIE EmBAA
Cheung Tat Sang Beneficial owner 647,360 0.1904
SREA BEHEAA
Li Jian Hua (note 5) Interest of corporation 647,360 0.1904
controlled by the director
FEEE (Miss) EEEH RS
Bt 5 -

Lam Wai Wah is deemed to be interested in 74,844,000 ordinary shares of
the Company, being the interests held beneficially by his spouse, Chung
King Yee, Cecilia.

Wong Pong Chun, James is deemed to be interested in 1,650,000 ordinary
shares of the Company, being the interests held beneficially by his spouse,
Lai Ching Mui, Stella.

Li Jian Hua is deemed to be interested in 1,203,000 ordinary shares of the
Company, being the interests held by his spouse, Guo Yu Yan.

Truly Opto-Electronics Limited, a company registered in the People’s
Republic of China, is an indirect non-wholly owned subsidiary of the
Company.

Registered capital contributed through Lhasa Development Zone Jianyuan
Investment Management Co., Ltd, a company wholly-owned by him.

Other than as disclosed above, none of the directors nor their
associates had any interests or short positions in any shares and
underlying shares of the Company or any of its associated
corporations as at 31 December 2013.
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Share Options

Particulars of the Company’s share option schemes are set out in

note 35 to the financial statements.

The following table discloses movements in the Company’s share

options during the year:

B

BRAARAERES S 2HBERN M BHRERME

35

TEREBARAZBRERFRAZES

Number of options

BRERE
Outstanding at Outstanding
1.1.2013 Expired at end of
R-Z—= Exercised during year
Option type —HA—H during year the year RE#HE
EREER 8 RATE FRITHE FRER 8 RATE
Category 1: Directors
-8 E=
Wong Pong Chun, James 2003 24,200,000 (24,200,000) - -
|HBE 2006 24,750,000 (24,750,000) - -
Cheung Tat Sang 20083 24,200,000 (8,250,000) (15,950,000) -
SRELE 2006 24,750,000 - (24,750,000) -
Li Jian Hua (Note) 2003 47,025,000 (24,650,000) (22,375,000) -
ek (Pffar)
144,925,000 (81,850,000) (63,075,000) -

Note: Li Jian Hua is deemed to be interested in 24,200,000 2003 shares options,

being the interests held beneficially by his spouse, Guo Yu Yan.

Category 2: Substantial shareholder

Other than the share options previously held by Lam Wai Wah, no

share option has been granted to other substantial shareholders.

MisE : ZEREWRE BEA 24,200,000 HER BB EEE

i E 2 - TR FRRRRE -

E-E EERR

FRMEFEBERE 2 BRE

i 3 F AR TR AR

Number of options

RRBE B ERE

BRESE
Outstanding at Outstanding
1.1.2013 Expired at end of
Option type R-ZE—= Exercised during year
—A—H during year the year REHK
BREER 8 RAT 6L FRITHE FREW 8 RAT 6L
Category 3: Employees 2003 140,937,500 (96,448,000) (44,489,500) -
¥=8 EE 2006 24,750,000 - (24,750,000) =
165,687,500 (96,448,000) (69,239,500) -
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Arrangement to Acquire Shares or Debentures

Other than the share option schemes disclosed above, at no time
during the year was the Company or any of its subsidiaries a party to
any arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

Substantial Shareholders

As at 31 December 2013, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the Securities
and Futures Ordinance shows that other than the interests disclosed
above in respect of Lam Wai Wah, the following shareholders had
notified the Company of relevant interests in the issued share capital
of the Company.

Long positions

Ordinary shares of HK$0.02 each of the Company

BEROIEZZZH

B Lt 3¢ 58 2 P AR AT 819 - AR R s B ARl P
BARNEAALES EBEMRZH  REXARFZ
EETEBUBARRREMEMEABRRE 2K
D RIEF M T FaS -

EFERR
B EXCTE TR A B R 2R RIEA
REMRES RS OB HMREZEE

BREZMABET RZE—=F+=-A=+—
B TIRREMGEARRERARE ZEELT
AR 2 BRI

"R

RAFFREE0.02EB T ZEBER

Percentage of

Number of the issued
issued ordinary share capital of
Name of shareholder Capacity shares held the Company
S ARY- o) RN A=Y - £6y
RERHEE 14 EER#E REBDL
%
Chan Kin Sun (note) Beneficial owner 158,950,000 5.44
PR (MI3T) ER#AA
Held by spouse 54,208,000 1.86
MECERFA
213,158,000 7.30

Note: Chan Kin Sun and his spouse, Cheng Kwan Ying, Jennifer, are deemed to
be interested in 213,158,000 shares of the Company.

Other than as disclosed above, the Company has not been notified of

any other relevant interests or short positions in the issued share
capital of the Company as at 31 December 2013.
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Emolument Policy

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

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

The Company has adopted share option schemes as an incentive to
directors and eligible employees, details of the schemes are set out in
note 35 to the consolidated financial statements.

Pre-Emptive Rights

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

Purchases, Sales or Redemption of Listed
Securities

During the year 2013, pursuant to the mandate to repurchase shares
of the Company obtained from the Company’s shareholders at the
annual general meeting of the Company held on 21 May 2013, the
Company repurchased an aggregate of 23,478,000 ordinary shares
on the Stock Exchange for an aggregate consideration of
approximately HK$80,185,462 and all these shares were
subsequently cancelled by the Company and accounted for
approximately 0.8% of the total issued share capital of the Company
as at 31 December 2013.

Except as disclosed above, neither the Company nor any of its
subsidiaries has purchased, redeemed or sold any of the Company’s
listed securities during the year ended 31 December 2013.

Model Code

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

The Company has an Audit Committee which was established in
accordance with the code provisions of the Corporate Governance
Code (the “Code”) for the purposes of reviewing and providing
supervision over the Group’s financial reporting matters and internal
controls. The annual results of the Group for the year ended 31
December 2013 has been reviewed by the Audit Committee which
comprises all the three independent non-executive directors namely
Mr. Chung Kam Kwong, being the Chairman, Mr. Ip Cho Ting,
Spencer and Mr. Heung Kai Sing, and Mr. Wong Pong Chun, James,
an executive director, as members. They meet at least four times a
year.

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

Remuneration and Nomination Committees

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

The Board considers that good corporate governance of the
Company is essential to safeguarding the interests of the
shareholders and enhancing the performance of the Group. The
Board is committed to maintain and ensure high standards of
corporate governance. We have complied with all the applicable code
provisions set out in the “Corporate Governance Code” contained in
Appendix 14 of the Listing Rules throughout the year ended 31
December 2013, except for a major deviation as below:

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

o Code Provision E.1.2 — The Chairman did not attend the annual
general meeting of the Company held on 21 May 2013 due to
unexpected important business meeting.

The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure that
business activities and decision-making processes are regulated in a
proper and prudent manner. More details are contained in the
separate Corporate Governance Report on pages 29 to 36.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the
year ended 31 December 2013.

Donations

During the year, the Group made charitable and other donations
amounting to HK$17,640,000.
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Auditors = EED

A resolution will be submitted to the Annual General Meeting of the HEARATIZREHEERE LIRS —BRESR
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as AEHEEEL) ¢« FEMR S @t EI{TEEARQ T

auditors of the Company. 2 Clivd X

On behalf of the Board REREFE

Lam Wai Wah E4

CHAIRMAN MEE

Hong Kong, 18 March 2014 BB ZE2—HE=A+N\H
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Board of Directors and Board Committees

The Board

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

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

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

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

Connections between members of the Board

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

Director’s dealing in securities

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

Non-executive directors

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

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

Directors’ Training

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

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

Board committees

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

Remuneration Committee

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

The Remuneration Committee is chaired by Mr. Chung Kam Kwong,
an independent non-executive director and comprise three other
members, namely Mr. Ip Cho Ting, Spencer and Mr. Heung Kai Sing,
being independent non-executive directors and Mr. Wong Pong
Chun, James, an executive director of the Company.
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The primary duties of the Remuneration Committee are to make
recommendations to the Board on the Company’s policy and
structure of the remuneration of the directors and senior management
and the specific remuneration packages of all executive directors and
senior management. Details of the remuneration of each of the
directors for the year are set out in Note 12 to the consolidated
financial statements.

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

Nomination Committee

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

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

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

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

Audit Committee

The Company has established the audit committee (the “Audit
Committee”) in compliance with the Listing Rules. The Audit
Committee is governed by its terms of reference, which have been
revised by the Board on 26 March 2012 pursuant to the CG Code,
setting out the Audit Committee’s authority, duties and responsibilities
are available on the websites of the Company and the Stock
Exchange.
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The Audit Committee comprises all the three independent non-
executive directors namely Mr. Chung Kam Kwong, being the
Chairman, Mr. Ip Cho Ting, Spencer and Mr. Heung Kai Sing, and
Mr. Wong Pong Chun, James, an executive director, as members.
The primary duties of the Audit Committee are to review and provide
supervision over the Group’s financial reporting matters and internal
controls.

The Audit Committee held four meetings during the year. All members
of the Audit Committee attended the said meeting.
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The Board Meetings, Board Committees Meetings and EExees EEZSZEEEEURRKREKX
General Meeting 1=
The Directors’ attendances at the Board Meetings, the Board REEZE-_ZE—=F+_A=1+—HIIFE %
Committees Meetings and General Meeting for the year ended 31 REZ=gE% EET X809 URKRERE
December 2013 were as follows: ZEEERET
Number of meetings attended
HESERE
General

Board Board Committees Meeting

Exg ExgZEg BREXE
Director Audit Remuneration = Nomination
= B Eri RE
Executive directors:
HITES
Lam Wai Wah 22 n/a n/a n/a 0
R i A T3 A N3 R
Wong Pong Chun, James 22 4 4 4 1
mHIE
Cheung Tat Sang 18 n/a n/a n/a 0
SRELE T EA T iEA TE A
Li Jian Hua 17 n/a n/a n/a 0
T TEA NiE A TEA
Independent non-executive directors:
BYFHITES :
Chung Kam Kwong 6 4 4 1
B
Heung Kai Sing 6 4 4 1
Ip Cho Ting, Spencer 6 4 4 1
BEET
Total number of meeting(s) held 22 4 4 1
BITEZEH
Auditor’s Remuneration % B AT 2 57 A

For the year ended 31 December 2013, the fees paid to the
Company’s external auditors amounted to HK$3,480,000.
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Internal Control

The Board was fully responsible for the maintenance of a sound and
effective internal control system within the Group. Throughout the
year from 1 January 2013 to 31 December 2013, the Board
conducted reviews of the effectiveness of the internal control system
in all material respects including but not limited to operational,
financial, risk management and compliance controls. The Group’s
system of internal control comprised a well-defined organizational and
management structure with levels and limits of authority which was
established to help achieve business objectives, safeguard assets
against unauthorized access or disposal, ensure the maintenance of
proper accounting records to produce reliable management and
financial information for internal use and for publication purpose, help
management mitigate potential risk factors and ensure compliance
with relevant rules and regulations. The system was designed to
provide reasonable, but not absolute, assurance against material
misstatement or loss and to manage rather than eliminate risks of
failure in operational systems so as to achieve the Group’s objectives
and long-term goals.

The Group’s internal control system comprised the following five
components:

(1) Organizational and Management Structure — the Group has
established an organizational and management structure with
operating policies and procedures, lines of responsibilities and
delegated authority has already been established.

(2)  Authority and Control — the relevant executive Directors and
senior management have been delegated with respective levels
of authorities with regard to key corporate strategy and policy,
contractual commitments and the dealing of price sensitive
information.

(8)  Budgetary Control and Management and Financial Reporting —
budgets have been prepared by senior management including
various department heads and were subject to review and
approval by the executive Directors on a regular basis prior to
being adopted. Operating results against budgets have been
analyzed and reported to the executive Directors as a reference
to monitor the Group’s strategy and policy. Regular reviews by
the Audit Committee and audits by external auditors
respectively have been carried out to ensure the preparation of
the management information and consolidated financial
statements are in accordance with the generally accepted
accounting principles, the Group’s accounting policies and
applicable laws and regulations.
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(4) Systems and Procedures — systems and procedures have been
established to identify, measure, manage and control various
risks including business, compliance, operational, financial and
information that may have an impact on the Group and each
major department. Exposure to these risks was monitored by
the executive Directors and the management with reference to
the regular reports produced by the Audit Committee and the
external auditors.

(5) Internal Audit — the Audit Committee has performed
independent reviews of the controls and risks identified to
ensure that adequate controls have been put in place and risk
elements have been properly addressed.

According to the review results of the Audit Committee for the year
from 1 January 2013 to 31 December 2013, the Group’s internal
control system is functioning effectively and there was no significant
weakness found in the course of the review processes. The Board
has reviewed the effectiveness of the Group’s internal control systems
and is of the opinion that there are no suspected frauds, irregularities,
internal control deficiencies or suspected infringement of laws, rules
and regulations that cause the Board to believe that the systems of
internal control are ineffective or inadequate. The Board is satisfied
that the Company and the Group have fully complied with the code
provisions on internal control as set out in the Corporate Governance
Code for the aforesaid year.

Financial Reporting

The directors, having made appropriate enquiries, consider that the
Group has adequate resources to continue in operational existence
for the foreseeable future and that, for this reason, it is appropriate to
adopt the going concern basis in preparing the financial statements
for the year 2013. The Management also provides all directors with
monthly updates giving them a balanced and understandable
assessment of the Company’s performance, position and prospects
in sufficient detail to enable the Board as a whole and each director
to discharge their duties under Rule 3.08 and Chapter 13 of the
Listing Rules.
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Company Secretary

The position of Company Secretary is held by Mr. Ma Wai Tong, CFO
of the Group. The Company Secretary reported to the Board
chairman from time to time. All directors have access to the advice
and services of the company secretary to ensure that board
procedures, and all applicable laws, rules and regulations are
followed.

Since Mr. Ma was appointed in 2011, he has to take no less than 15
hours of relevant professional training for the financing year
commencing on or after 1 January 2012 and he has fulfiled the
requirement during the year under review.

Shareholders’ Rights

To safeguard shareholder interests and rights, a separate resolution is
proposed for each substantially separate issue at shareholder
meetings, including the election of individual directors. All resolutions
put forward at shareholder meetings will be voted on by poll pursuant
to the Listing Rules and poll results will be posted on the websites of
the Company and of the Stock Exchange after each shareholder
meeting.

Investor Relations

(1) Communication with Shareholders and Procedures
for putting forward proposals at general meetings
All published information, including financial statements, results
announcements, circulars and notices of general meetings and
associated explanatory documents are promptly posted on the
Group’s website at www.truly.com.hk. Viewers can also send
enquiries and proposals putting forward for shareholders’
consideration at shareholder meetings to the Board or senior
management by email at enquiry@truly.com.hk or directly by
raising questions at the general meeting of the Company.

(2) Procedures for Shareholders to convene an

extraordinary general meeting

Shareholders shall have the right to request the Board to
convene an extraordinary general meeting (“EGM”) of the
Company. Shareholders holding in aggregate of not less than
one-tenth (10%) of the paid up capital of the Company which
carries the right of voting at the general meeting of the
Company may send a written request to the Board of the
Company to request for a EGM. The written requisition, duly
signed by the shareholders concerned, must state the purposes
of the meeting and must be deposited at the Company’s
principle place of business in Hong Kong.
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Corporate Governance Report
PEERRS

Shareholders who wish to move a resolution at general
meetings may follow the procedures set out in the preceding
paragraph.

(8) Constitutional Documents
There was no change to the Company’s Memorandum and
Articles of Association during the financial year 2013. A copy of
the Memorandum and Articles of Association is posted on the
websites of the Company and the Stock Exchange.
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Independent Auditor’s Report
BYGHMBES

Deloitte.

B2 - BAERRTSEERT Deloitte Touche Tohmatsu
58 35/F, One Pacific Place
IE T EBE88H 88 Queensway
1"2‘\ AEES—E351E Hong Kong

TO THE SHAREHOLDERS OF
TRULY INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Truly
International Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 39 to 118,
which comprise the consolidated statement of financial position as at
31 December 2013, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and 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, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. 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.

HEANBEBRAERAFARR
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Independent Auditor’s Report
BYGHMBES

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 the
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 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.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
18 March 2014

38 | Truly International Holdings Limited ¢ Annual Report 2013

FFRATIRE UG REA HERENBY
EREBEEAMY BORE o FRM 2T
PR R B - A T BB R T
Bits & B R B A SRR ER - B
B I SRR R B ERAFRY
HERAT 2R ANHRRAMZNBEL X
BHEAEHERZBRESF  BETREAA
IHBERREERER - BRAOETEES
PR Z R RERE A - RAER 2 i
HRTAR RIEGANHER 2 EB2T)
e

AITHEARTERIRHNEE 2 BZEEIAE
RERZBERERZER -

=z
=

KITRE  ZFEEAVBRRERBETEVHR
SRANEEMA PR SKRER_FT—=F
T_A=1T—BZUMBMRARBEZB LT
B BEREZHMEASRE  YORRBFER
AP RBEREL RRE -

= BERAS ST
BE G AT

a5
—E—FE=A+NH



Consolidated Statement of Profit or Loss and Other Comprehensive Income
GeBRkHEMZEKER

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

2013 2012
—E-= —E——4F
Notes HK$’°000 HK$’'000
B 5T FET FHIT
Revenue W25 5 20,680,750 12,374,379
Cost of sales HE BN (17,788,815) (10,817,526)
Gross profit EF 2,891,935 1,556,853
Other income HAb A 7 109,492 51,717
Other gains and losses Hithigz= 8 (2,320) 19,185
Administrative expenses TERBH (479,496) (865,210)
Distribution and selling expenses DIERIEEER (325,923) (206,107)
Finance costs 1% & A 9 (78,974) (72,646)
Profit before tax FLRE A 2,114,714 983,792
Income tax expense Frig®if 10 (346,447) (267,833)
Profit for the year REERF 11 1,768,267 715,959
Other comprehensive income AEEHMZEBA
for the year
Items that may be reclassified AJRE R 18 EFT 48
subsequently to profit or loss: 2EmmIER
Exchange differences arising on MEELE 2 INEZRE
translation 257,243 12,750
Fair value gain on available-for-sale AHEERE s AT EE
investment W zs 115,008 1,684
372,251 14,334
Total comprehensive income for the year 7N & 2 E U A 44%8 2,140,518 730,293
Profit for the year attributable to: NEERFEL :
Owners of the Company ViN/NEIEZ ZEN 1,619,990 710,261
Non-controlling interests eI AR A 148,277 5,698
1,768,267 715,959
Total comprehensive income REEZEBRABTERENS :
for the year attributable to:
Owners of the Company KATHEA A 1,980,830 724,595
Non-controlling interests FEIE AR fE 2 159,688 5,698
2,140,518 730,293
EARNINGS PER SHARE SREF 15
Basic HAR 57.43 HK cents 25.67 HK cents
Al AL
Diluted b1 57.43 HK cents 25.67 HK cents
el ol
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Consolidated Statement of Financial Position

e BBRRR

At 31 December 2013
RZZE—=F+=-A=+—8H

2013 2012
—Eg—= —E—_4F
NOTES HK$’000 HK$'000
B 5E FET FETT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - R M RE 16 5,517,293 4,892,599
Prepaid lease payments FEHEERIA 17 154,498 154,466
Intangible assets EEE 18 191 333
Goodwill EES 413 413
Interest in an associate REEE R AR 19 153,480 -
Available-for-sale investments AERPERE 20 178,662 48,314
Deferred tax assets EEFR I E = 28 9,227 9,033
Deposits paid for acquisition of property, BtUKEEYI% - KE K& 1E
plant and equipment YT ® 56,736 10,841
6,070,500 5,115,999
CURRENT ASSETS REBEE
Inventories FE 21 1,489,150 1,016,322
Prepaid lease payments FEMEERE 17 4,161 4,052
Trade and other receivables FE U BRE TH K2 E 4t FE Uk Fh 18 23 5,908,389 4,009,080
Tax recoverable AT U Bl £ T8 437
Fixed deposits TEEAFH 24 - 108,279
Bank balances and cash WITHEGFE MRS 24 2,805,714 1,330,711
10,207,851 6,468,444
Non-current assets held for sale BELENIERSEE 25 2,580 2,719
10,210,431 6,471,163
CURRENT LIABILITIES piE =R
Trade and other payables FENBRIE K Eo 4t FE N Fh1B 26 5,029,234 3,091,563
Tax liabilities HIBAaE 83,534 163,902
Bank and other borrowings, unsecured #8717 & ELfb 2 F - MK 27 2,949,189 2,249,363
8,061,957 5,504,828
NET CURRENT ASSETS RBEEFE 2,148,474 966,335
TOTAL ASSETS LESS CURRENT EEHABRRBAR
LIABILITIES 8,218,974 6,082,334
NON-CURRENT LIABILITIES FkRBEE
Bank and other borrowings, unsecured  $R77 K E A 7R - EIK I 27 934,631 905,797
Deferred tax liabilities EETEAE 28 57,487 36,250
992,118 942,047
7,226,856 5,140,287
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Consolidated Statement of Financial Position
SENBRRE

At 31 December 2013
RZZE—=F+=-A=+—8

2013 2012
—E-—= —E——4F
NOTES HK$’000 HK$’000
BaE FET FH&T
CAPITAL AND RESERVES EXRHE

Share capital R& AR 29 58,392 55,295
Share premium and reserves B 19 3 (8 M 6,845,728 4,921,944

Equity attributable to owners of RATEE ANELER
the Company 6,904,120 4,977,239
Non-controlling interests FEfE R T 322,736 163,048
Total equity MR 7,226,856 5,140,287

The consolidated financial statements on pages 39 to 118 were EHNFE39EEF118E VKA MBHREREON-Z
approved and authorised for issue by the Board of Directors on 18 —ME=A+ /\BEEEF e & L EENE - I

March 2014 and are signed on its behalf by: AATATREESE
Lam Wai Wah Wong Pong Chun, James
MiEE e

DIRECTOR DIRECTOR

EF EF
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Consolidated Statement of Changes in Equity
GEEREER

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

Total equity
attributable
Share Capital Investment to owners Non-
Share Share options Special redemption Exchange Other revaluation  Retained ofthe controlling
capital  premium reserve reserve reserve reserve  reserves reserve profits  Company interests Total
ARE
BRE -2 REEMR BA AR FER

Bx  BRiVEE BE  BEREE RORE ERE  HURR B REEA BHLE i fit
HK$000  HK$'000  HK$'000  HK$000  HK$'000  HKS'000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000
TR T TEL TEL TER TER TEL TEL TEL TAT T TR

(note a) (note b)
(Mita) (Biztb)
At1 January 2012 RZB--F
—-A-B 55,361 549,156 10,000 990 82 771,890 585,991 - 2423332 4,396,802 - 4,396,802
Profitfor the year KEEEF - - - - - - - - 710,261 710,261 5,698 715,959
Other comprehensive ~ AEEE
income for the year EXUN
— Exchange diferences  — BEIEINER
arising on translation FEEZ
of foreign operations NEZE - - - - - 12,750 - - - 12,750 - 12,750
— Fair value gain on - AREERE
avallable-for-sale ZRTEE
investment W - - - - - - - 1,584 - 1,584 - 1,584
Total comprehensive FEE2EHA
income for the year ek - - - - - 12,750 - 1,584 710,261 724,59 5,698 730,293
Partial disposal of interests 2574 & — il &
of asubsidiary (note 34) AR
(GRED] - - - - - (3,803 141,674 - (70,838) 67,033 157,350 224,383
Transfer ] - - - - - - 117,358 - (117,358) - - -
Dividends recognised as 2B EZKE
distrioution (note 14) (HizE14) - - - - - - - - (207,489 (207,489) - (207,489)
Sharerepurchasedand BRI RE
cancelled B 66 (363 - - 66 - - - 66 (3702 Y )
At31December 2012 RZZ——%
+-A=t-H 55,295 545,520 10,000 990 148 780,837 845,023 1684 2,737,842 4,977,239 163,048 5,140,287
Proft for the year KERRA - - - - - - - - 1619990 1619990 148277 1768267
Other comprehensive ~ AFEEMZE
income for the year WA
— Exchange diferences  — B EIEINER
arising on translation FEEZ
of foreign operations HNEEE - - - - - 245,832 - - - 245,832 11,411 257,243
— Fair value gain on - EMERE
avalable-for-sale ATEE
investment Wiz - - - - - - - 115,008 - 115,008 - 115,008
Total comprehensive AEEZERA
income for the year ficke] - - - - - 245,832 - 115008 1,619,990 1,980,830 159,688 2,140,518
Transfer B - - - - - - 162,367 - (162,367) - - -
Dividends recognised as B AR RS
distribution (note 14) (MizE14) - - - - - - - - (340677)  (340,671) - (06T
Issue of shares upon NEREETERS
exercise of share £ )
options 3566 366,714 (10,000) - - - - - 6,667 366,947 - 366947
Share repurchased and 2B M
cancelled B (@69  (79,756) - - 469 - - - (469 (80225 PN
At31December 2013 WZT—=%
+-A=1+-H 58,392 832,478 - 990 617 1,026,669 1,007,390 116,592 3,860,992 6,904,120 322,736 7,226,856
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Consolidated Statement of Changes in Equity
GEEREER

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

Notes:

(@)

The special reserve represents the difference between the nominal value of
the shares of the subsidiaries acquired and the nominal value of the
Company’s shares issued for the acquisitions.

Other reserves comprise:

(i) the statutory surplus reserve and the enterprise expansion reserve of
the subsidiaries established in the People’s Republic of China (the
“PRC”) other than Hong Kong. According to the Articles of
Association of the PRC subsidiaries, a percentage of net profit as
reported in the PRC statutory accounts should be transferred to the
statutory surplus reserve and the enterprise expansion reserve
determined at the discretion of the board of directors of these
companies. The statutory surplus reserve can be set off against
accumulated loss whilst the enterprise expansion reserve can be
used for expansion of production facilities or an increase in registered
capital; and

(i) difference between the carrying amount of interest in a subsidiary
disposed of and the consideration received arising from the decrease
in equity interest in a subsidiary.
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

2013 2012
—E—= —E——F
HK$’000 HK$’000
FHET T
OPERATING ACTIVITIES KT
Profit before tax A=A 2,114,714 983,792
Adjustments for: FHEE
Interest income FE A (26,916) (16,322)
Amortisation of trademarks P 5 - 5
Amortisation of technical know-how R E B 142 142
Allowance for (reversal of) bad debts RAREE (M) 508 (26,413)
Depreciation and amortisation of property, YEE - RE NGRIEITE M
plant and equipment 619,334 562,027
Release of prepaid lease payments fRERTEN A BRI 4,102 4,005
Loss on disposal/write-off of property, HE MEmE  MEKR
plant and equipment BB BE 80,406 12,317
Gain on disposal of non-current assets PERIELEFERBDEE
held for sale 2 WEs (312) -
Finance costs %5 A 78,974 72,646
Share-based payment expense ARGt B ETE - 37,935
Operating cash flows before movements in RetEBEELEEA 2
working capital KERE RS 2,870,952 1,630,134
Increase in inventories FEEM (444,308) (126,837)
Increase in trade and other receivables JE Ui BR T8 K7 EL b B U R TE S AN (1,785,493) (678,284)
Increase in trade and other payables A BR T8 I B th JRE A< R IE IS N 1,867,981 628,867
Cash generated from operations LTI ZIES 2,509,132 1,453,880
Hong Kong Profits Tax paid EHBEANEH (35,381) (134,676)
PRC withholding tax paid BB (30,931) (15,860)
PRC Enterprise Income Tax paid BB EMEH (340,576) (236,008)
Tax paid for other jurisdictions Hith e AR 2 AuiE (560) (20)
NET CASH FROM OPERATING ACTIVITIES RETBRSRLFE 2,101,684 1,067,316
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Consolidated Statement of Cash Flows
GEHERER

For the year ended 31 December 2013
BE_T—=F+-A=+—HILFE

2013 2012
—E—= —E——F
HK$’000 HK$’000
FET T

INVESTING ACTIVITIES RETER
Purchase of property, plant and equipment BEYE  BELEE (1,184,242) (798,710)
Purchase of available-for-sale investment BEAUHIERE (15,340) -
Investment in an associate R—HEE R 2 HE (153,480) -
Deposits paid for acquisition of property, TR E - BB RERE

plant and equipment XET& (49,400) (10,841)
Interest received B W B 26,916 16,322
Proceeds from disposals of property, HEWE - BELRE

plant and equipment FriS 508 2,416 13,324
Proceeds from disposals of non-current assets HERELEIERBEE

held for sale FT8 318 524 _
Placement of fixed deposits & HUE BRfE 30 (479,363) (1,144,716)
Release of fixed deposits R EHTFER 587,642 1,273,553
NET CASH USED IN INVESTING ACTIVITIES REZBDAREFEE (1,264,327) (651,068)
FINANCING ACTIVITIES mMEEE
Repayment of bank and other borrowings BERTREMEE (5,765,104) (3,453,898)
Dividends paid BERE (323,203) (193,635)
Interest paid 2RFE (78,974) (72,646)
Proceeds from issue of shares through exercise of %87 T{F B IEZETTIR D

share options FTiS 508 366,947 =
Payment on repurchase of shares B8 [B1 A%t 3K 1 (80,225) (3,702)
New bank and other borrowings raised s iR1T &ﬁﬁﬂﬁk 6,495,097 3,576,938
Proceeds on partial disposal of interest in B D& — R B A RS m I

a subsidiary without losing control KA 2 PTG IE = 186,448
NET CASH FROM FINANCING ACTIVITIES METDHAERETH 614,538 39,505
NET INCREASE IN CASH AND CASH ReRASEERBEMFHR

EQUIVALENTS 1,451,895 455,753
CASH AND CASH EQUIVALENTS AT FHzReRRELEEER

BEGINNING OF THE YEAR 1,330,711 868,404
EFFECT OF FOREIGN EXCHANGE RATE Exgs o HE

CHANGES 23,108 6,554
CASH AND CASH EQUIVALENTS AT END FRZAERAEEEER -

OF THE YEAR, represented by BIR{THEERES

bank balances and cash 2,805,714 1,330,711
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Notes to the Consolidated Financial Statements
SEMBmRME

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

GENERAL

The Company was incorporated in the Cayman Islands under
the Companies Law of the Cayman Islands as an exempted
company. The Company is a public limited company with its
shares listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its ultimate controlling party is Mr. Lam Wai
Wah, who is also the Chairman and Managing Director of the
Company. The addresses of the registered office and principal
place of business of the Company are disclosed in the section
headed “General Information” to the annual report.

The functional currency of the Company is United States
dollars. The consolidated financial statements are presented in
Hong Kong dollars which is different from the functional
currency of the Company, as the directors of the Company
consider that Hong Kong dollars is the most appropriate
presentation currency in view of its place of listing.

The Company acts as an investment holding company. Its
subsidiaries are principally engaged in the business of
manufacture and sale of liquid crystal display (“LCD”) products
and electronic consumer products including personal health
care products and electrical devices.
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Notes to the Consolidated Financial Statements

e M BRR M

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

Application of new and revised HKFRSs

The Group has applied the following new and revised HKFRSs
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) for the first time in the current year:

Amendments to HKFRSs

Amendments to HKFRS 7
Amendments to HKFRS 10,

HKFRS11 and
HKFRS 12

HKFRS 10
HKFRS 11
HKFRS 12

HKFRS 13
HKAS 19 (as revised in 2011)

HKAS 27 (as revised in 2011)

HKAS 28 (as revised in 2011)

Amendments to HKAS 1

HK(FRIC)-Int 20

Annual Improvements to
HKFRSs 2009-2011 Cycle

Disclosures — Offsetting Financial
Assets and Financial Liabilities

Consolidated Financial
Statements, Joint Arrangements
and Disclosure of Interests in
Other Entities: Transition
Guidance

Consolidated Financial Statements

Joint Arrangements

Disclosure of Interests in Other
Entities

Fair Value Measurement

Employee Benefits

Separate Financial Statements

Investments in Associates and
Joint Ventures

Presentation of ltems of Other
Comprehensive Income

Stripping Costs in the Production
Phase of a Surface Mine

Except as described below, the application of the new and
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EEGHERE 195
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BEGERE 285
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revised HKFRSs in the current year has had no material impact
on the Group’s financial performance and positions for the
current and prior years and/or on the disclosures set out in
these consolidated financial statements.

HKFRS 12 Disclosure of interests in other entities

HKFRS 12 is a new disclosure standard and is applicable to
entities that have interests in subsidiaries, joint arrangements,
associates and/or unconsolidated structured entities. In general,
the application of HKFRS 12 has resulted in more extensive
disclosures in the consolidated financial statements. Disclosures
on the non-wholly owned subsidiaries and associate are made
in notes 39 and 19, respectively.

ARV BHREENHARERAEE KB
EFEZHBRRE MR R R S5EE B
BREAMBEELBREATE -

ERAMBREENFE12F [ AEGLER
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Notes to the Consolidated Financial Statements
SEMBmRME

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time in the
current year. HKFRS 13 establishes a single source of guidance
for, and disclosures about, fair value measurements. The scope
of HKFRS 13 is broad: the fair value measurement requirements
of HKFRS 13 apply to both financial instrument items and
nonfinancial instrument items for which other HKFRSs require
or permit fair value measurements and disclosures about fair
value measurements, subject to a few exceptions.

HKFRS 13 defines the fair value of an asset as the price that
would be received to sell an asset (or paid to transfer a liability,
in the case of determining the fair value of a liability) in an orderly
transaction in the principal (or most advantageous) market at
the measurement date under current market conditions. Fair
value under HKFRS 13 is an exit price regardless of whether
that price is directly observable or estimated using another
valuation technique. Also, HKFRS 13 includes extensive
disclosure requirements.

HKFRS 13 requires prospective application. In accordance with
the transitional provisions of HKFRS 13, the Group has not
made any new disclosures required by HKFRS 13 for the 2012
comparative period (please see note 31c for the 2013
disclosures). Other than the additional disclosures, the
application of HKFRS 13 has not had any material impact on
the amounts recognised in the consolidated financial
statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2013
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income

The Group has applied the amendments to HKAS 1
Presentation of Items of Other Comprehensive Income. Upon
the adoption of the amendments to HKAS 1, the Group’s
‘statement of comprehensive income’ is renamed as the
‘statement of profit or loss and other comprehensive income’.
Furthermore, the amendments to HKAS 1 require additional
disclosures to be made in the other comprehensive income
section such that items of other comprehensive income are
grouped into two categories: (a) items that will not be
reclassified subsequently to profit or loss and (b) items that may
be reclassified subsequently to profit or loss when specific
conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same
basis — the amendments do not change the option to present
items of other comprehensive income either before tax or net of
tax. The amendments have been applied retrospectively, and
hence the presentation of items of other comprehensive income
has been modified to reflect the changes. Other than the above
mentioned presentation changes, the application of the
amendments to HKAS 1 does not result in any impact on profit
or loss, other comprehensive income and total comprehensive
income.
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For the year ended 31 December 2013
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2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised HKFRSs in issue but not yet

effective

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

Amendments to HKFRSs

Amendments to HKFRSs

HKFRS 9

HKFRS 14

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 10,

Annual Improvements to HKFRSs
2010 - 2012 Cycle*

Annual Improvements to HKFRSs
2011 -2013 Cycle?

Financial Instruments®

Regulatory Deferral Accounts®

Mandatory Effective Date of
HKFRS 9 and Transition
Disclosures®

Investment Entities'

ERMIREETEEBMBRE
R (HRMBREER @)

EEMEERERZH T REBITER

Pt # R 2R

RERE I E AR AT A TP 2 BEMAE HAREK
AR RARIERT B A MBS £

HKFRS 12 and HKAS 27

Amendment to HKAS 19 Defined Benefit Plans: Employee

Contributions?

Amendment to HKAS 32 Offsetting Financial Assets and
Financial Liabilities'

Amendment to HKAS 36 Recoverable Amount Disclosures
for Non-Financial Assets'

Amendment to HKAS 39 Novation of Derivatives and
Continuation of Hedge
Accounting’

HK(FRIC)-Int 21 Levies!

! Effective for annual periods beginning on or after 1 January 2014.

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

8 Available for application — the mandatory effective date will be
determined when the outstanding phases of HKFRS 9 are finalised.

4 Effective for annual periods beginning on or after 1 July 2014, with
limited exceptions.

5 Effective for first annual HKFRS financial statements beginning on or

after 1 January 2016.
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Notes to the Consolidated Financial Statements
SEMBHRMT

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
was subsequently amended in 2010 includes the requirements
for the classification and measurement of financial liabilities and
for derecognition, and further amended in 2013 to include the
new requirements for hedge accounting.

Key requirements of HKFRS 9 are described as follows:

All recognised financial assets that are within the scope of
HKAS 39 Financial Instruments: Recognition and Measurement
are subsequently measured at amortised cost or fair value.
Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments
of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent
accounting periods. All other debt investments and equity
investments are measured at their fair values at the end of
subsequent reporting periods. In addition, under HKFRS 9,
entities may make an irrevocable election to present subsequent
changes in the fair value of an equity investment (that is not held
for trading) in other comprehensive income, with only dividend
income generally recognised in profit or loss.

The directors anticipate that the adoption of HKFRS 9 in the
future will have impact on amounts reported in respect of the
Group’s available-for-sale investments. However, it is not
practicable to provide a reasonable estimate of that effect until
a detailed review has been completed.

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

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and by the Hong Kong Companies
Ordinance.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments,
which are measured at fair value, as explained in the accounting
policies set out below. Historical cost is generally based on the
fair value of the consideration given in exchange for goods and
services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope of
HKFRS 2, leasing transactions that are within the scope of
HKAS 17, and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in HKAS
2 or value in use in HKAS 36.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset

or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.
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Notes to the Consolidated Financial Statements
SEMBHRMT

For the year ended 31 December 2013
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3.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

o has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of
a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and to
the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing control over
the subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the
amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognised
directly in equity and attributed to owners of the Company.

Investments in associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is
not control or joint control over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting. The financial statements of
associates used for equity accounting purposes are prepared
using uniform accounting policies as those of the Group for like
transactions and events in similar circumstances. Under the
equity method, an investment in an associate is initially
recognised in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s share of
the profit or loss and other comprehensive income of the
associate. When the Group’s share of losses of an associate
exceeds the Group’s interest in that associate (which includes
any long-term interests that, in substance, form part of the
Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments on
behalf of the associate.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in associates (continued)

The requirements of HKAS 39 are applied to determine whether
it is necessary to recognise any impairment loss with respect to
the Group’s investment in an associate. When necessary, the
entire carrying amount of the investment (including goodwill) is
tested for impairment in accordance with HKAS 36 Impairment
of Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs of
disposal) with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in
accordance with HKAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

When a group entity transacts with an associate of the Group
(such as a sale or contribution of assets), profits and losses
resulting from the transactions with the associate is recognised
in the Group’s consolidated financial statements only to the
extent of interests in the associate that are not related to the
Group.

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amounts will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded
as met only when the asset is available for immediate sale in its
present condition subject only to terms that are usual and
customary for sales of such asset and its sale is highly probable.
Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within
one year from the date of classification.

Non-current assets classified as held for sale are measured at
the lower of their previous carrying amount and fair value less
costs of disposal.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business
less accumulated impairment losses, if any, and is presented
separately in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies
of the combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill arising on
an acquisition in a reporting period, the cash-generating unit to
which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than its carrying
amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then
to the other assets of the unit on a pro rata basis based on the
carrying amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the
amount of profit or loss on disposal.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Revenue from sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

° the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

° the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated with
the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

The Group’s accounting policy for recognition of revenue from
operating leases is described in the accounting policy for
leasing below.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment

Property, plant and equipment including leasehold land
(classified as finance leases) and building held for use in the
production or supply of goods or services, or for administrative
purposes (other than properties under development as
described below), are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

Depreciation is recognised so as to write off the cost of the
items of property, plant and equipment (other than properties
under development) less their residual values over their
estimated useful lives, using the reducing balance method. The
estimated useful lives, residual values and depreciation method
are reviewed at the end of each reporting period, with the effect
of any changes in estimate accounted for on a prospective
pbasis.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property,
plant and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Buildings under development for future owner-occupied
purpose

Properties in the course of construction for production, supply
or administrative purposes are carried at cost, less any
recognised impairment loss. Costs include professional fees
and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. When buildings
are in the course of development for production or
administrative purposes, the amortisation of prepaid lease
payments provided during the construction period is included
as part of costs of buildings under construction. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are
ready for their intended use.
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Notes to the Consolidated Financial Statements
BENBRRME

For the year ended 31 December 2013
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leasing

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset and recognised as an expense on a straight-line basis
over the lease term.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

Leasehold land and building

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any lump-
sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element of
the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised
over the lease term on a straight-line basis. When the lease
payments cannot be allocated reliably between the land and
building elements, the entire lease is generally classified as a
finance lease and accounted for as property, plant and
equipment.
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SEMBmRME

For the year ended 31 December 2013
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recognised at the
rates of exchanges prevailing on the dates of the transactions.
At the end of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences on monetary items are recognised in
profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s operations
are translated into the presentation currency of the Group (i.e.
Hong Kong dollars) using exchange rate prevailing at the end of
the reporting period. Income and expenses are translated at the
average exchange rates for the period. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of the exchange
reserve.

Borrowing costs

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 borrowing costs are recognised in profit or loss in the period
in which they are incurred.
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Notes to the Consolidated Financial Statements
SEMBHRMT

For the year ended 31 December 2013
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate. Specifically, government grants
whose primary condition is that the Group should purchase,
construct or otherwise acquire non-current assets are
recognised as deferred income in the consolidated statement of
financial position and transferred to profit or loss on a
systematic and rational basis over the useful lives of the related
assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Retirement benefit costs

Payments to the state-managed retirement benefit scheme and
the Mandatory Provident Fund Scheme are recognised as an
expense when employees have rendered service entitling them
to the contributions.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from ‘profit before tax’ as reported in the
consolidated statement of profit or loss and other
comprehensive income because of income or expense that are
taxable or deductible in other years and items that are never
taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in
the computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary
differences associated with such investments are only
recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of the reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax are recognised in profit or loss, except
when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

Intangible assets

Intangible assets including acquired technical know-how and
the cost incurred in the registration of trademarks with finite
useful lives are carried at cost less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is recognised on a
straight-line basis over their estimated useful lives. The
estimated useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of any changes
in estimate being accounted for on a prospective basis.

Research and development expenditure
Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development phase of an
internal project) is recognised if, and only if, all of the following
have been demonstrated:

° the technical feasibility of completing the intangible asset
so that it will be available for use or sale;

o the intention to complete the intangible asset and use or
sell it;

° the ability to use or sell the intangible asset;
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Research and development expenditure (continued)
° how the intangible asset will generate probable future
economic benefits;

o the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

° the ability to measure reliably the expenditure attributable
to the intangible asset during its development.

The amount initially recognised for an internally-generated
intangible asset is the sum of the expenditure incurred from the
date when the intangible asset first meets the recognition
criteria listed above. Where no internally-generated intangible
asset can be recognised, development expenditure is
recognised in profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible
asset is measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as
intangible assets acquired separately.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost of inventories are determined on a first-in, first-out
method. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
costs necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit
or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets

The Group’s financial assets are classified into loans and
receivables and available-for-sale financial assets. The
classification depends on the nature and purpose of the
financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the time
frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial asset, or, where appropriate, a shorter period to the
net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade and other receivables, fixed deposits and bank
balances and cash) are measured at amortised cost using the
effective interest method, less any identified impairment losses
(see accounting policy on impairment loss of financial assets
below). Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated as available-for-sale or are not classified as (a)
loans and receivables, (b) held-to-maturity investments or (c)
financial assets at fair value through profit or loss (“FVTPL”).
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Effective interest method (continued)

Available-for-sale financial assets (continued)

Equity securities held by the Group that are classified as
available-for-sale financial assets and are traded in an active
market are measured at fair value at the end of each reporting
period. Dividends on available-for-sale equity investments are
recognised in profit or loss. Changes in the fair value of
available-for-sale equity investments are recognised in other
comprehensive income and accumulated under the heading of
investment revaluation reserve. When the investment is
disposed of or is determined to be impaired, the cumulative
gain or loss previously accumulated in the investment
revaluation reserve is reclassified to profit or loss (see the
accounting policy in respect of impairment loss on financial
assets below).

Dividends on available-for-sale equity investments are
recognised in profit or loss when the Group’s right to receive
the dividends is established.

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured are measured at cost less any identified
impairment losses at the end of each reporting period (see the
accounting policy in respect of impairment loss on financial
assets below).

Impairment of financial assets

Financial assets, other than financial assets at FVTPL, are
assessed for indicators of impairment at the end of the reporting
period. Financial assets are considered to be impaired where
there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the financial assets
have been affected.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of the security below its cost
is considered to be objective evidence of impairment.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FETHHX®
(continued)
Financial instruments (continued) EWMITE(E)
Financial assets (continued) SREE(E)
Impairment of financial assets (continued) TR EERE ()

For all other financial assets, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or counterparty;
or

o breach of contract, such as default or delinquency in
interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio
of receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed
payments or observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the financial asset’s original
effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the current market rate of return
for a similar financial asset. Such impairment loss will not be
reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade and other receivables and loan receivable, where the
carrying amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade or other
receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss in
the period.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through profit
or loss to the extent that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

In respect of available-for-sale equity investments, impairment
losses previously recognised in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent to
an impairment loss is recognised directly in other
comprehensive income and accumulated in investment
revaluation reserve.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group
entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Group are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities

Financial liabilities (including trade and other payables, bank and
other borrowings) are subsequently measured at amortised
cost, using the effective interest method.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition. Interest expense is
recognised on an effective interest basis.

Derecognition
The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to employees

For grants of share options that are conditional upon satisfying
specified vesting conditions, the fair value of services received
determined by reference to the fair value of share options
granted at the date of grant and is expensed on a straight-line
basis over the vesting period, with a corresponding increase in
equity (share options reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such that the
cumulative expense reflects the revised estimate, with a
corresponding adjustment to the share options reserve.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Share-based payment transactions (continued)
Equity-settled share-based payment transactions
(continued)

Share options granted to employees (continued)

When the share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in the share options reserve will be
transferred to retained profits.

Registered capital issued to employees by a subsidiary
Registered capital issued in exchange for services are measured
by reference to the fair value of the registered capital granted.
The fair value of the services received are recognised as
expenses in full at grant date when the registered capital issued
vest immediately with a corresponding increase in equity.

Impairment losses on tangible and intangible assets
other than goodwill (see the accounting policy in
respect of goodwill above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with finite
useful lives to determine whether there is any indication that
those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.

Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment losses on tangible and intangible assets
other than goodwill (see the accounting policy in
respect of goodwill above) (continued)

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (or a cash generating unit) in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required
to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future
periods.
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4.

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Critical judgment in applying accounting policies
The following is the critical judgement, apart from those
involving estimation (see below), that the directors have made in
the process of applying the Group’s accounting policies and
that have the most significant effect on the amounts recognised
in the consolidated financial statements.

Classification of Truly (Hui Zhou) Smart Display Limited
(“Truly HZ”) as an associate

Note 19 describes that Truly HZ is an associate of the Group
although the Group has 53% ownership interest and voting
rights in Truly HZ. Other than the Group, there are two other
shareholders in Truly HZ. The directors assessed whether or
not the Group has control over Truly HZ based on whether the
Group has the practical ability to direct the relevant activities of
Truly HZ unilaterally. Resolutions for relevant activities of Truly
HZ require approval in shareholders’ meetings as stated in the
Articles of Association of Truly HZ. In making their judgement,
the directors considered the requirements for shareholders’
meeting as stated in the Articles of Association of Truly HZ, in
which it states a shareholders’ meeting cannot be held without
the presence of either one of the other two shareholders, and
legal opinions obtained from an independent lawyer practicing
in the PRC. On this basis, the directors concluded that the
Group does not have control but significant influence over Truly
HZ because any resolutions to be passed in shareholders’
meetings shall have the consent from either one of the other
shareholders demonstrated by their action of being present in
the meetings. Accordingly Truly HZ is classified as an associate
of the Group.

Key sources of estimation uncertainty

Estimated impairment of trade receivables

The Group reviews the carrying amounts of its trade and bills
receivables at the end of each reporting period to determine
whether those trade receivables have suffered an impairment
loss. Management has exercised judgement when estimating
the timing and future cash flows expected to be derived from
the trade receivables and ascertain their future cash flows.
Where the future cash flows of a receivable is estimated to be
less than its carrying amount, an impairment loss will be
provided for such a receivable and recognised in the profit and
loss.
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4.

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)
Estimated impairment of trade receivables (continued)

As detailed in note 23, as at 31 December 2013, trade and bills
receivables amounting to HK$5,385,059,000 (2012:
HK$3,777,876,000) are expected to be settled within twelve
months from the end of the reporting period. In determining the
amount of receivable, the management has exercised
judgement in estimating the timing and future cash flows to be
recovered and determined no impairment was necessary at the
end of the reporting period. If the actual cash flows or timing of
recovery are different from expectation, a material impairment
loss may arise.

Estimated outcome of a litigation

As at 31 December 2013, a subsidiary of the Company is a
defendant in a legal action in ltaly involving the alleged defective
goods manufactured by the subsidiary according to its
customers’ designs and specifications. The claim against the
subsidiary is approximately Euro 7.2 million (equivalent to
approximately HK$77 million) in aggregate. The directors
believe, based on legal advice, that the case has legal and
factual grounds to defend and therefore it is not probable that
losses (including claims for costs) will be incurred. As a result,
no provision has been made at the end of the reporting period
in this regard.

REVENUE

Revenue represents the gross proceeds received and
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receivable on the sale of goods during the year, net of sales tax, MEMREEN  BHWERRE - /A0
trade discounts and returns, and is analysed as follows: N

2013 2012

—E—= —E——fF

HK$’000 HK$’000

FET FHET

Sales of LCD products $HE R SR IE R e 2= i 18,135,615 10,930,123

Sales of electronic consumer products HEBEFHEEM 2,545,135 1,444,256

20,680,750 12,374,379
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6.

E= =4 A = — (Bl IEEREE

SEGMENT INFORMATION 6. 7EESR
Information reported to the Board of Directors of the Company, mMANFESe (A XTELERFTE)RME
being the chief operating decision maker, for the purposes of PEE R LT HRIANREER ETR R TE
resource allocation and assessment of performance focuses on 8 PIEE R RSN E o SRS E IR T TE
the sales of different types of products. Inter-segment sales are Y Bt REEBRR D AMELSED
charged at prevailing market rates. Thus the Group is currently e R RRERRETHEE
organised into two operating segments which are sales of LCD o BIRESKER)VERIINT -
products and electronic consumer products. The information
for each operating segment is as follows:
LCD products — manufacture and distribution of LCD R B AN E — "&5_ iR R e
products and touch panel products s BTRBREDRETR
Euu
Electronic consumer — manufacture and distribution of
products electronic consumer products such BFHEEM —HERDHETHE
as compact camera module, = (Il anfs Al g i
personal health care products and R - B AREE D
electrical devices. METERME)
Segment revenues and results Vo) ﬁﬂ&é};ﬁ%n,
The following is an analysis of the Group’s revenue and results REERKERBREDBE DN REE
by operating and reportable segments: DT
For the year ended 31 December 2013 BE-—ZE—=F+-A=+—HLEE
Electronic
LCD consumer Segment
products products total Eliminations Consolidated
R BEf
BREEM HEEM SEEG B o)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
THERT THERT THERT THERT TR
REVENUE &
External sales HMEH 18,135,615 2,545,135 20,680,750 - 20,680,750
Inter-segment sales NRERHE - 391,345 391,345 (391,345) -
18,135,615 2,936,480 21,072,095 (391,345) 20,680,750
RESULT ES |
Segment result NEXE 1,985,130 248,212 2,233,342 (8,558) 2,224,784
Finance costs HHER (78,974)
Unallocated expenses AP X (31,096)
Profit before tax AR F 2,114,714
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6. SEGMENT INFORMATION (continued) 6. DEER®E
Segment revenues and results (continued) PHEWREREE(E)
For the year ended 31 December 2012 HE-_ZT——-F+-_A=1+T—HIFE
Electronic
LCD consumer Segment
products products total Eliminations ~ Consolidated
RemE BT
BRRED BBEM NBET HiE e
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
FEx THET FET FET FAET
REVENUE &
External sales G 10,930,123 1,444,256 12,374,379 - 12,374,379
Inter-segment sales HEREE - 399,400 399,400 (399,400) -
10,930,123 1,843,656 12,773,779 (399,400 12,374,379
RESULT ES |
Segment result G CEY 1,014,947 109,684 1,124,631 (16,588) 1,108,043
Finance costs HBER (72,646)
Unallocated expenses AOEHXT (51,605)
Profit before tax e Al Al 983,792
The accounting policies of the operating segments are the KEDHENGRTER BN Il 2 N &
same as the Group’s accounting policies described in note 3. SR B D BENERD AP RIT
Segment profit represents the profit earned by each segment BREBKA EFFHS  UBEARAMHE
without allocation of central administration costs, directors’ EREREBENSDEMRIVET © tbA
salaries and finance costs. This is the measure reported to the MEZLBEBRAREMREADEERRTMHE
chief operating decision maker for the purposes of resource FRIAWETH -
allocation and performance assessment.
Other information Hith &R
For the year ended 31 December 2013 BE-_Z—=H+-A=+—HLEFE
Electronic
LCD consumer
products products Consolidated
HmE EF
RATEEEm HEBEER wmEe
HK$’000 HK$’000 HK$°000
FET FHT FET
Amounts included in the measure FTE SRR AT
of segment profits: BIENEEE
Depreciation and amortisation WrE N Y 534,872 84,604 619,476
Loss on disposal/write off of property, & /it -
plant and equipment TR K 5% 1 2 518 79,534 872 80,406
Allowance for doubtful debts RAREE 508 - 508
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6. SEGMENT INFORMATION (continued)

Other information (continued)

For the year ended 31 December 2012

HE—_Z——F+-A=+t—HIFE

Electronic
LCD consumer
products products  Consolidated
B BF
HRBREMD BEEEMD e
HK$'000 HK$’'000 HK$’000
T FHIT FHIT
Amounts included in the measure of STE SR FET
segment profits: BRENSHE
Depreciation and amortisation rE LY 424,823 137,351 562,174
Loss on disposal/write off of property, — H €& /HisyinE -
plant and equipment = ek i 2 518 12,317 - 12,317
Reversal of allowance for RERE LR
doubtful debts (26,413) - (26,413)

Segment assets and liabilities are not disclosed as they are not
regularly reviewed by chief operating decision maker.

Geographical information
The following table sets out information about (i) the Group’s
revenue from external customers by location of customers and
(i) the Group’s non-current assets by location of assets.

ROBEEMABEY FRMETELERRE

13

0

i & & ¥

EEBIA
FHEN  RUEHZSEERBGEETHE

TERBI () A EEIRE S FRER S ES
BEFUGER () A EBREEMENEDE
HIERBEERER -

Revenue from
external customers

Non-current assets

IEBEF KR FREBEE
2013 2012 31.12.2013 31.12.2012
—E-=F —E——4F
+=A +=A
—E-= —F——F =t+—H =+—H
HK$’000 HK$’000 HK$’000 HK$’000
FHET TFHET FHERT FHET
PRC == 14,531,466 8,030,613 5,848,361 5,021,071
South Korea [ 4,060,878 2,447 847 - -
Japan HZ 423,454 466,296 - -
Hong Kong e 475,738 467,773 34,250 37,581
Europe BM 516,067 374,302 - -
Others Hh 673,147 587,548 - -
20,680,750 12,374,379 5,882,611 5,058,652

76 | Truly International Holdings Limited ¢ Annual Report 2013



Notes to the Consolidated Financial Statements

e M BRR M

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

6. SEGMENT INFORMATION (continued) 6.

Geographical information (continued)
Notes:

(1) Regarding revenue arising from sales to external customers in Europe
and others, no individual countries are material and hence separate
disclosure is not required.

) Non-current assets exclude available-for-sale investments and
deferred tax assets.

Information about major customers
Revenue from customers of the corresponding years
contributing over 10% of the total sales of the Group are as

TEER #)

HEE R ()
W

(1) BREEUM R E A& MNRE P & W ek
5 BEENBREFEENNE  RAEL7
BUIRBEERM -

@ ERBEETERAIRHERERBEREAER
o

IFREFEH
RAEFEEANEEBHERSREB10%
ZEPWEMT

follows:
2013 2012
—E—= —E—_F
HK$’000 HK$’000
FET FET
Customer A ZEE 2,870,229 1,560,472
Customer B’ BE 1 2,766,519 N/ATEMA?
Customer C! EERT 2,318,058 N/A T3 A 2

! Revenue from LCD products
2 The corresponding revenue did not contribute over 10% of the total
sales of the Group.

KB RABBREGERZ R
2 HAKRERHERRRUREIB10% KB UK

BX

7. OTHER INCOME 7. HlwA

2013 2012
—E—=F -y g
HK$’000 HK$'000
FExT FAT

Other income includes: Hip ABIE -
Compensation income R EMA 1,402 4177
Government grants (note 37) TR (B 3E37) 62,706 12,676
Interest income F BUA 26,916 16,322
Rental income e WA 9,140 8,372
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8. OTHER GAINS AND LOSSES

2013 2012
—E—= —E——F
HK$’000 HK$’'000
FET FHIT
Net foreign exchange gain SN U 55 ) F RE (79,317) (56,803
Gain on disposal of non-current assets PERFIFLEERSDEE
held for sale pal & (312) -
Loss on disposal/write-off of property, HE MEmE  BE&
plant and equipment By = 80,406 12,317
Allowance for (reversal of) doubtful debts REERE (@) 508 (26,413)
Others Hib 1,035 714
2,320 (19,185)
9. FINANCE COSTS 9. MBEHM
2013 2012
—E—=fF —E——F
HK$’000 HK$’'000
FHET FHEIT
Interest on bank and other borrowings BT EEZIRITTREME RS
repayable — within five years FME—RAEFA 78,974 72,646
10. INCOME TAX EXPENSE 10. FRBHIBX
2013 2012
—E—= —E—_F
HK$’000 HK$’000
FHET FHT
Current tax: ARHERFRIE -
Hong Kong &5 97,553 34,259
PRC Enterprise Income Tax B EER 269,964 218,482
Other jurisdictions HEfhaliwER 560 20
368,077 252,761
(Over) underprovision in prior years: BAFE (BERE) BETE
Hong Kong B (4,052) 2,193
PRC & (69,552) -
(73,604) 2,193
Withholding tax paid B TEHMET 30,931 15,860
Deferred tax (note 28) EERTAE (952 28) 21,043 (2,981)
Income tax expense for the year REEEFHFX 346,447 267,833

Hong Kong Profits Tax is calculated at 16.5% of the estimated

assessable profit for both years.

B EA65%ETE -
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For the year ended 31 December 2013

"HEZ

10.

F-=£+-A=t+-ALEE

INCOME TAX EXPENSE (continued)

Income tax arising in the PRC and other jurisdictions is
calculated at the rates prevailing in the relevant jurisdictions.

Pursuant to the relevant law and regulations in the PRC, one of
the Company’s PRC subsidiaries was approved as Hi-Tech
Enterprise and entitled to 15% PRC enterprise income tax for
three years from 2012 to 2014. Another PRC subsidiary of the
Company has also been classified as Hi-Tech Enterprise with
effect from 1 January 2012 for three years but the approval was
not obtained until May 2013. Accordingly, PRC Enterprise
Income Tax was provided at 25% for this subsidiary for the year
ended 31 December 2012. As a result, an overprovision of
income tax in respect of prior year of approximately
HK$68,084,000 was recognised during the year.

Pursuant to the PRC Enterprise Income Tax Law (the “EIT Law
of PRC”) and the Detailed Implementation Rules, distribution of
the profits earned by the PRC subsidiaries since 1 January
2008 to holding companies incorporated in Hong Kong is
subject to PRC withholding tax at the applicable tax rate of 5%.

10. PSR < (@)

R B R E A _]i%I:FEZﬁﬁ SHIE AR
RIEER ZIBITREAE

RIBFEBBERNER  ARA—HPE
MEBARRSLERSHRMEE =%
— R _E-ME=FMAF15% 2 FEH
EEMBRE - KRR S —EhEKEQF
TESBARIRMER B -F——F—
A—BEAH=F HEE_T—=F1A
IEHARGARIN - Hitt - HE-F——
FT_A=t—BLEFE ARFEHE
25% R B AR B ET R A EMSH - &
FARRBRL - FEZIASHRBERED
68,084,000 8 7T °

REFECEAEVE(HEEEMAER
ED REBERIGHAR B —TENF—A—
B - AR EEEMAL ZER AR D IR
o B Y I A B BRER 2 i ) R 1R 5% 2 3 A Y
RGP BEIEI -

The income tax expense for the year can be reconciled to the REFFBHATEEE2HAKER 2
profit before tax per the consolidated statement of Bl A2 SRR -
comprehensive income as follows:
2013 2012
—E—= T —— %o
HK$’000 HK$’'000
FET T
Profit before tax FADRF 2,114,714 983,792
Tax at the average income tax rate of T;zii’j ﬁ)’T S & 15.39%
15.39% (2012: 22.20%) = ] o7k 20%) E) 325,427 218,394
Tax effect of expenses not deductible TT?D B2 Mg e
for tax purpose 36,147 29,802
Tax effect of income not taxable for tax BAEMTBRA Z B 52
purpose (2,117) (883)
(Over) underprovision in respect of prior years @87F /5 (FBEERAE) }%ﬁﬁ' 2 (73,604) 2,193
Tax effect of tax losses not recognised RIERTIGEIB 2 G & 3,066 3,677
Underprovision of withholding tax in respect 7 B[ & A 7 FE I Bt T~ 2
of PRC subsidiaries 25,073 -
Withholding tax on undistributed earnings R B A R A DK
of PRC subsidiaries AF) 2 FEF 29,121 15,651
Others HAith 3,334 (1,001)
Income tax expense for the year REFEHREXS 346,447 267,833
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HE-_T—=F+_A=t+—HIt&EE

10. INCOME TAX EXPENSE (continued) 10. FFBHEAX @)

Note: The average income tax rate for the year ended 31 December 2013 M 82T —=FR=-T—-F+=-A=+—H
and 2012 represents the weighted average tax rate of the operations IEFE 2 RSB RERBET A& F58
in different jurisdictions on the basis of the relevant amounts of profit A ELRFAEBRHETE 2 TRANA#RERE
before taxation and the relevant rate for the year. ¥ IETHTIE -

11. PROFIT FOR THE YEAR 1. XFERR
2013 2012
—E—= —E——4F
HK$’000 HK$’000
FET FET
Profit for the year has been arrived at after AER MR AT
charging: BIRBE
Auditor’s remuneration Gl e 3,480 3,480
Cost of inventories recognised as expenses R AHE X FEMK A 14,675,659 9,288,776
Research and development costs recognised #ER2 AR X 7 A3 AL
as an expense 782,402 481,169
Depreciation and amortisation on: AT & IE 2 8 R
Property, plant and equipment ME - WMENMKRE 619,334 562,027
Technical know-how S E SR 142 142
Trademarks included in cost of sales ST AEERKANZ EiE - 5
619,476 562,174
Operating lease rental in respect of HEME 2 EEHOER
rented premises 9,318 6,656
Release of prepaid lease payments fEBRTE( H E IR 4,102 4,005
Staff costs, inclusive of directors’ EBIRA  SIEEEWE -
remuneration:
Salaries and other benefits He REMER 1,456,949 958,025
Share-based payment LARS B ETE S - 37,935
Retirement benefits scheme contributions RIKEF B 136,488 96,392
1,593,437 1,092,352
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For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

12. DIRECTORS’ AND CHIEF EXECUTIVE’S 12. EERTHERHE
REMUNERATION
Lam Wong
Wai-Wah Pong
(Chairman Chun, Cheung LiJian Hua
and James  TatSang (Production Chung Ip Cho
Managing  (Executive (Marketing Managing Kam Ting, Heung
Director) Director) Director) Director) Kwong Spencer Kai Sing Total
wEE REE FEE
(XER R (THEE (£EB
EBELE) (TES) #E) EBgLR) B = B/ B8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FET FiEx FET T FET THET FHET
2013 —E-=F
Directors’ fees: 2
Executive T - - - - - - - -
Independent non-executive B IEEIT - - - - 264 132 132 528
Other emoluments paid to the YNTHTES
executive directors: ZEMEE
Salaries and other benefits e REMET 3,400 1,799 2,310 1,142 - - . 8,651
Performance related incentive BEEMI T RS
payments (note) (&%) 9,394 3,398 4,160 572 - - - 17,524
Contributions to retirement benefit RIMBRIFT BT
scheme 30 30 30 7 - - - 97
12,824 5,227 6,500 1,721 264 132 132 26,800
2012 —T——F
Directors’ fees: BERE
Executive 0T - = - = = - - =
Independent non-executive BIIEHT - - - - 240 120 120 480
Other emoluments paid to the YHTHTES
executive directors: ZEMHE
Salaries and other benefits e REMET 3,250 1,739 2,202 2,386 - - - 9,597
Share-based payment (note) WA AER A
GiE3) 2,096 8,385 2,096 2,096 - - - 14,673
Performance related incentive HEEAN L Be
payments (note) (BzE) 6,307 1,692 2,160 - . 2 4 10,159
Contributions to retirement benefit RBRIFEIER
scheme 28 28 28 14 - . 1 98
11,681 11,844 6,506 4,496 240 120 120 35,007

Note: The share-based payment and performance related incentive
payments are based on the remuneration approved by the
remuneration committee for the years ended 31 December 2013 and
2012.

Mr. Lam Wai Wah is also the Chief Executive of the Company
and his emoluments disclosed above include those for services
rendered by him as the Chief Executive.

Neither the Chief Executive nor any of the directors waived any
emoluments in the years ended 31 December 2013 and 2012.

MisE : ARRD AR N REEERNRZ BE TIRE
BE_T—=FKR_ZFT——F+=-A=+—H
LHFEFMEEeECESEE -

MREEELENDASARBITHRAER  FRLEX
BEZME BRERIERITRAE R R H IR
pd

2R =FRk_FE——F+_RA=+—

HIEFE - SIETHREARNERESTHER
BEMBE -
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13. EMPLOYEES’ EMOLUMENTS 13. EEM <
Of the five individuals with the highest emoluments in the AEEBRAEERFHALH =2(ZF
Group, three (2012: four) were directors and the chief executive —ZF MR RARRIZEERITHAE -

HEB e BEN EXXfiE12 Eema (=
T——F:—H)ATZBEOT :

of the Company whose emoluments are set out in note 12
above. The emoluments of the remaining two (2012: one)
individuals were as follows:

2013 2012
—E—= —E——4F
HK$’000 HK$'000
FET FHET
Salaries and other benefits e MEMEF 3,222 1,147
Performance related incentive payments ERZEAE RN 2 48 3,893 1,853
Contributions to retirement benefit scheme  RRIEFIET 23k 15 -
7,130 3,000

Their emoluments were within the following bands: FRAREME BN T :
2013 2012
—E—= —E—F
Number of Number of
employees employees
EEHEB EE2E
HK$2,500,001 to HK$3,000,000 2,500,001 7 7t & 3,000,000 7 7T 1 1
HK$4,000,001 to HK$5,000,000 4,000,001 & 7T & 5,000,000 7 7T 1 -
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14. DIVIDENDS 14. R E
2013 2012
—E—= T4
HK$’000 HK$’'000
FET FETT
Dividend recognised as distribution AFEEHRBD IR L
during the year:
2013 Interim dividend of 7 HK cents —E-ZFRHRE AT
(2012 Interim dividend of 5 HK cents) THEWN(—E——FEhHRKRE
per share A HZRSBEM) 200,047 138,288
2012 Final dividend of 5 HK cents ZE - FREARESRS B
(2011 final dividend of 2.5 HK cents) —E——FREREEFR
per share 2.5781) 140,624 69,201
340,671 207,489

The 2013 interim dividend in aggregate of 7 HK cents per share
amounting to approximately HK$200,047,000 of which,
HK$56,365,000 and HK$85,290,000 were paid in 2013 and
HK$58,392,000 were payable in 2014 to shareholders on the
register of members of the Company at the close of business
on 10 June 2013, 9 September 2013 and 30 December 2013,
based on 2,818,244,898, 2,843,001,898 and 2,919,593,398
ordinary shares in issue respectively.

The final dividend of 12 HK cents per share based on
2,919,593,398 ordinary shares amounting to approximately
HK$350,351,000 in respect of the year ended 31 December
2013 (2012: final dividend of 5 HK cents per share based on
2,764,773,398 ordinary shares, in respect of the year ended 31
December 2012) has been proposed by the directors and is
subject to approval by the shareholders in the forthcoming
annual general meeting.

KR a9 BlEE % 172,818,244,898 %
2,843,001,898 B & 2,919,593,398 % & 38 A%
FE MR E—=F~A+HB -ZZF—=
FNANBR-_BE—=F+-_A=1+H%&%
BRI R R YA D R IR A M 2 B ERIR S
TE——FRHEREAESRTBI &%
%9 /200,047,000/% 7T + & H 56,365,000 %
JC % 85,290,000 B T ER =T — = F IRt -
if1 58,392,000 & LA =T — W F fESS ©

BEDEEIR2,919,503,308 1 LA E -
KEBZE-_T—=F+_A=+—HILFE
2 AREARR B 1271l - £ %8 %) A 350,351,000
BIL(ZZ——F : 1£2,764,773,398 % L 1@
BWeAEEE—_T——F+_A=+—HIF
B2 KRB EFRSEMN) - HEAERER
JEERRIBF RS R -
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15. EARNINGS PER SHARE 15. SRER

The calculation of the basic and diluted earnings per share is FRERGEERN RS T EETE
based on the following data:

Earnings 27
2013 2012
—E—= —E—_F
HK$’000 HK$'000
FAET FHIT
Earnings for the purposes of basic and RAUGESRERK
diluted earnings per share BERN AR
(Profit for the year attributable to (RRAAHERE AFEMG
owners of the Company) REEEF) 1,619,990 710,261
Number of shares ROEE
2013 2012
—E—= —E—_F
’000 000
TR T
Weighted average number of ordinary shares FAFtEGRREAR M EERTN 2
for the purposes of basic and diluted TR T H
earnings per share 2,820,783 2,767,157
The weighted average number of ordinary shares for the STESRERERN 2 TERINEFHEE %
purpose of basic earnings per share has been adjusted for the RERZRGBRIELFHE -
share repurchase during the year.
The computation of diluted earnings per share for the year BRITEESRAATIRNREBE=ZE—=
ended 31 December 2012 did not assume the conversion of FTA=T—RALLFEZFIMHEE -
outstanding share options since the exercise price was higher WERNEREERN 2T E L EERRLIRH
than the average market price of the Company’s shares during RITHE 2 BEARHE -
the year.
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y13 - HERRE
Leasehold Furniture, Properties
landand fixtures and Plant and Motor under
buildings equipment machinery vehicles  development Total
HELH &
REF HERRE BERES RE BRTUE ko

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TETL TETL AT TR TETL TETL

COST RA&
At 1 January 2012 R-E-—%£-f-A 1,054,074 499,229 5,861,728 30,937 303,231 7,749,199
Currency realignment CLEL 5417 4,812 51,180 113 3,584 65,106
Additions RE - 107,781 715,096 2,721 57,333 882,931
Disposals/write off &/ (970) (34) (77,39) (1,059) - (79,453)
At 31 December 2012 R-E——%F+_-FH

=t+-H 1,058,521 611,788 6,550,608 32,718 364,148 8,617,783
Currency realignment ERRE 26,760 16,607 182,994 516 7,669 234,546
Additions RE 24,494 111,995 1,020,992 9,19 31,991 1,198,668
Disposals/write off e /s - (130) (125,836) (880) - (126,846)
Transfers R 252,747 - - - (252,747) -
At 31 December 2013 RZE-=%+-A

=+-H 1,362,522 740,260 7,628,758 41,550 151,061 9,924,151
DEPRECIATION AND FERAE

IMPAIRMENT

At 1 January 2012 W-E-—4-F—H 199,515 310,763 2,652,722 26,608 = 3,189,608
Currency realignment EEHE 1,052 2,743 23,479 87 = 27,361
Provided for the year FERE 28,392 50,632 481,124 1,879 - 562,027
Eliminated on disposals/write off £ /#4444 (339) (18) (52,429) (1,026) - (53,812)
At 31 December 2012 RZE-—F+-f

=+-H 228,620 364,120 3,104,896 27,548 = 3,725,184
Currency realignment L 4,194 9,656 92,162 352 - 106,364
Provided for the year FERE 34,507 36,473 544,041 4313 = 619,334
Eliminated on disposals/write off & /#4134 - (38) (43,138 (848) = (44,024)
At 31 December 2013 RZE—=%+-f

=t+-H 267,321 410,211 3,697,961 31,365 ! 4,406,858
CARRYING VALUES REE
At 31 December 2013 W-ZB-=%+-f

=+-H 1,095,201 330,049 3,930,797 10,185 151,061 5,517,293
At 31 December 2012 RZE——%F+-f

=+-H 829,901 247668 3,445,712 5,170 364,148 4,892,599
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16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - KERRE @
(continued)
Notes: 5k
()  The cost of leasehold land and buildings is depreciated over forty @) EHELMREFTZRANELEAN T FEH
years or the terms of the respective leases, whichever is the shorter, REEHEFHUREERE)NE -

using the straight-line method.

The other items of property, plant and equipment, other than Hth%k - BERKEZEB (RERTHE
properties under development, are depreciated on a reducing N LABRERIE RS - IR TR RGBT E -

balance method at the following rates per annum:

Furniture, fixtures and equipment 10% to 20% B RERRE 10% = 20%
Plant and machinery 11% to 15% S Ko e 25 1% £ 15%
Motor vehicles 25% to 30% "B 25% %= 30%
() The carrying value of the Group’s property interests shown above b) R EEYERERZEEESSE
comprises:
2013 2012
—E-=F —E—F
HK$°000 HK$'000
FET FHT
Leasehold properties in Hong Kong held REPHENESEEEZ
under medium-term leases HEWHE 16,013 16,550
Properties in the PRC held under BEFHENCEHRRFEZ
medium-term leases IES 1,230,249 1,177,499
1,246,262 1,194,049
17. PREPAID LEASE PAYMENTS 17. ERHEERE
2013 2012
—E-= —T——F
HK$’000 HK$’000
FET FAET
The Group’s prepaid lease payments AEEBEFNHEERERRE
comprise:
Land use rights in the PRC held under BERHENEPREZEZ
medium-term leases + (s A AE 158,659 158,518
Analysed for reporting purposes as: FERBEHDTAT :
Non-current asset IEREEE 154,498 154,466
Current asset MEVEE 4,161 4,052
158,659 158,518
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18. INTANGIBLE ASSETS 18. BILEE
Development Technical
expenditure know-how  Trademarks Total
BESH HiTEEAE A Fok o)
HK$’000 HK$’000 HK$’000 HK$'000
FET FET FET FHET
COST A
At 1 January 2012, RZZE——%—F—RH"
31 December 2012 and R-ZZE——F+-A
31 December 2013 =t+—HANZE—=F
+=—A=+—8 43,602 23,230 1,570 68,402
AMORTISATION By
At 1 January 2012 WZE——F—fF—H 43,602 22,755 1,565 67,922
Provided for the year FEBRE - 142 5 147
At 31 December 2012 N_B——F+—-AH
=+—H 43,602 22,897 1,570 68,069
Provided for the year FERE - 142 - 142
At 31 December 2013 RZE—=F+_#
=+—H 43,602 23,039 1,570 68,211
CARRYING VALUES BREE
At 31 December 2013 RZZE—=F+_#
=+—8 - 191 = 191
At 31 December 2012 R-ZE——F+_-A
=+—H B 333 - 333
Development expenditure, technical know-how and trademarks BRIL  RUEENBREEAESE
are amortised on a straight-line basis over 4 years. BiE - BEHEAR I o
19. INTEREST IN AN ASSOCIATE 19. REFE QAT ER
2013 2012
—E—= g cee — 4=
HK$’000 HK$’000
FHET FHIT
Cost of investment in an associate — unlisted B A TIIREKAR — JE LT 153,480 =
Share of profits and other comprehensive FEAR ST R B At 2 EARA
income - =
153,480 -
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19. INTEREST IN AN ASSOCIATE (continued)

Y

19. REEE N TR (&)

Details of the Group’s associate at the end of the reporting
period are as follow:

AEBRREHROBERRFBOT

Principal Proportion of
place of ownership interest
Form of Place of operation Class of held by the Group
Name of entity entity registration FEEE shares rEEREL Principal activities
EReR B b HE R R FrERRRLA TEEH
2013 2012
—E-ZF -—Z-—%
Truly HZ Incorporated PRC PRC Registered capital 53%* - Development and
EREM BaljA i G FREX production of
semiconductor products

Note:

The company was newly incorporated during the year.

According to the Articles of Association of Truly HZ, shareholders’
meeting cannot be held without the presence of either one of the
other two shareholders. The directors of the Company consider that
the Group does not have control but only significant influence over
Truly HZ under such a term because any resolutions to be passed in
shareholders’ meetings shall have the consent from either one of the
other shareholders demonstrated by their action of being present in
the meetings. Truly HZ is therefore classified as an associate of the

Group.

Summarised financial information of the associate

Summarised financial information in respect of the Group’s
associate is set out below. The summarised financial information
below represents amounts shown in the associate’s financial
statements prepared in accordance with HKFRSs.

The associate is accounted for using the equity method in these
consolidated financial statements.

REREETSRED
* ZRBRAFEINEMKIL -

i RIBEFNEMNOABERMA - NSEEBEH
HRBCREAR —RBRENER TEITRRAS -
AABEERREZGEART - AEBEHENE
M IR - (EREAFES - BERRK
RREG LBBMABRAEERBREF—F
EEFEGZRRTAE - Bt EFREMNS8E
RALEBERE -

BENTNMBERBRE

BRAASKEERZARNTBENBZETIM
T UTHMBERMBRRRE BV BERE
R PR BB R B FERAR NPT EEE -

& RR RS DAN L FRA M
HRAR

Truly HZ SR M

2013
—_E2—=

HK$’000
FET
Current assets MEEE 289,597
Non-current assets EREEE 55
Current liabilities neaE (67)

Financial information of the associate’s revenue, profit or loss
and other comprehensive income is not disclosed as it remains
inactive since its incorporation.
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19. INTEREST IN AN ASSOCIATE (continued)

Summarised financial information of the associate
(continued)

Truly HZ (continued)

Reconciliation of the above summarised financial information to
the carrying amount of the interest in the associate recognised
in the consolidated financial statements:

it

19. REEE DTN RER (&)
ENRIMNBKEREE (&)

EREM(E)
A TS E R B BLAR A B S AR R R
BE QR ERREAEHRET

2013
—E—=fF
HK$’000
FET
Net assets of Truly HZ EAEMNEEFE 289,585
Proportion of the Group’s ownership interest in REBREFIEMNE
Truly HZ P MR 25 L I 53%
Carrying amount of the Group’s interest in Truly HZ ~ RREEMEFEINN R ERE 153,480
20. AVAILABLE-FOR-SALE INVESTMENTS 20. AIHHERE
2013 2012
—F;—= —E——4F
HK$’000 HK$’000
FHET FAET
Equity shares listed in Taiwan (note a) RaELEmeEwmRD (Wita) 178,662 48,314
Unlisted equity shares, at cost (note b) JE ETRERE M R AE)
(MtsEb) 10,500 10,500
Less: Impairment loss recognised B EERIREEE (10,500) (10,500)
Total 1B 178,662 48,314
Notes: M5k
(@)  The investments represent equity interests in companies incorporated (@) “HEFRERNEETMAARE AR AR
in Taiwan with their registered shares listed on the Taiwan Stock w o ZERTNRNHEREEF RS ET -
Exchange, which are stated at fair value. The fair value of listed equity WiRAFBETE EMRABESHRFEEE
securities is determined based on quoted market bid price available ERERBARRGMMOTMSEANEERE -
from the relevant stock exchange. During the year ended 31 %Zi_f——i‘f':ﬂ =+—HILEFE B
December 2013, fair value gain of HK$115,008,000 (2012: fair value BT 1 B W % /115,008,000 ;o ( = &
gain of HK$1,584,000) has been recognised. ——F : RPEEUKRZ 1,584,000 7T) °
()  The investments represent the unlisted equity shares issued by () FEBREBE—RAALAEBEITNELTER

private entities in Japan. The investments are stated at cost less
impairment because the range of reasonable fair value estimates is so
significant that the directors of the Company are of the opinion that
their fair value cannot be measured reliably. The directors had
assessed the future cash flows expected to be generated and an
impairment loss was fully provided against the cost in prior years.

Befn - BRESBATFEEZ B HERA
ARFEERR/EANTEETEASEFE &
BRAERREAR RBEFEE  BEFOK
AEEBRREEZARESRE - AEHRA
ERBHEREBEEE
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21. INVENTORIES 21. &
2013 2012
—E—= —E——4F
HK$’000 HK$'000
FET FETT
Raw materials JR# %L 497,702 278,407
Work in progress ekl 283,111 258,248
Finished goods 2URK Gh 708,337 479,667
1,489,150 1,016,322
22. LOAN RECEIVABLE 22, EIWER
2013 2012
—E-= —E—F
HK$’000 HK$’000
FET FET
Interest-free loan receivable % B EWE 24,762 24,762
Less: allowance for loan receivable o EUE KB (24,762) (24,762)

The directors have assessed the expected future cash flows to
be generated and allowance for loan receivable was fully
provided against the carrying amount as at 31 December 2013

R-B-=FR-F-—F+-A=+—
A EFSMRHERNEL 2 AKRDR
£ BEEEEERRENEREE -

and 2012.

23. TRADE AND OTHER RECEIVABLES 23. EWERIE K H{th fE U FIE
2013 2012
—F'-—= —E——4F
HK$’000 HK$’000
FET FHT
Trade and bills receivables FEUGBRIE N FEINE 12 5,392,075 3,784,407
Less: Allowance for doubtful debts A RERBUE (7,016) (6,531)
5,385,059 3,777,876
Other receivables, deposits and prepayment  H{th JEUL kT8 - 154 RFEf KA 523,330 231,204
Total trade and other receivables JE WS R TE 2 ELAth FE U R IR 4B 5E 5,908,389 4,009,080

The Group allows a credit period ranging from 30 to 90 days to
its trade customers. Included in trade and bills receivables are
bills receivables with the carrying amount of HK$747,573,000
(2012: HK$964,221,000). The amounts are unsecured, interest
free and with a maturity period ranging from 30 to 90 days.

Included in the other receivables is other PRC tax recoverable
of HK$340,368,000 (2012: HK$134,740,000).
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"HEZ

23.

F-=£+-A=t+-ALEE

TRADE AND OTHER RECEIVABLES (continued)

The Group’s trade and bills receivables that are denominated in
currencies other than functional currencies of the relevant group
entities are set out below:

23. FEWARIE I H A R UL SR IE (4)

AEBUNEHEEERINEEEUINZER
SIMEZ EMRTA K R EE ST -

2013 2012

—E—= —ET—_5F

HK$’000 HK$’000

FET FAET

Denominated in HK dollars B TTEHE 37,371 89,199
Denominated in Euro ABTTEHE 13,511 40,309

The following is an aged analysis of trade and bills receivables
presented based on the invoice date at the end of the reporting

RS B 2 BURIE K EWEE (RS H
RILBHRBHIZ)) BRRBEE 2RO

period, net of the allowance for doubtful debts at the reporting mr
date:
2013 2012
~%-= “FCF
Trade Bills Trade Bills
receivables  receivables Total receivables receivables Total
EWERE EHZE &t FEYRE [EIER At
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
FHT FHEL FhL Fiin FhEr ThL
Within 60 days 60 B 3,363,216 552,743 3,915,959 2,275,417 619,502 2,894,919
6110 90 days 61290H 889,367 84,349 973,716 419,598 140,055 559,653
More than 90 days HiBo0AH 384,903 110,481 495,384 118,640 204,664 323,304
4,637,486 741,573 5,385,059 2,813,655 964,221 3,777,876
Before accepting any new customer, the Group has assessed RENERFTEFA  AEESFHEBEER
the potential customer’s credit quality and defined credit rating FPRrEEERMREESREP2EENLR
limits for each customer. Limits attributed to customers are H-HTEFP Zféﬁﬁﬁﬁﬁtiﬁﬁ NEDN
reviewed once a year. 82% (2012: 84%) of the trade receivables WMEAEER 2% (ZF—ZF :84%) 2

are neither past due nor impaired having settlement subsequent
to the reporting date and with no past history of defaults in
payment.

Included in the Group’s trade receivable balance are debtors
with aggregate carrying amount of HK$819,157,000 (2012:
HK$455,685,000) which are past due at the reporting date for
which the Group has not provided for impairment loss as there
has not been a significant change in credit quality and the
amounts are still considered recoverable. The Group does not
hold any collateral over these balances.

FENE I KBRS - BB R
58 -

REB s REBKEEZESBANBEEE
M {8 5819,157,0008 L( = T — = F :
455,685,00087C) < FEUER X - ZEFIER
WEHDBA MERAFEEERLEER
e HzeRINR AR RE - At AREEL
EELRERBERE AEBVWERZSLE
B A (T IR o

—ZFFE o EANERERAT | 9
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HE—F—=F+-A=t—HILFE
23. TRADE AND OTHER RECEIVABLES (continued) 23. FEUNBRIBE N H it FEUN TR IE (&)
Ageing of trade and bills receivables which are past EBERBEZERREREREE
due but not impaired Z IR
2013 2012
—E—= —E—_4F
HK$’000 HK$’000
FET FHET
Within 60 days B0EH A 630,306 423,995
61 to 90 days 612 90H 77,266 7,753
More than 90 days HBiHm o0 H 111,585 23,937
Total 4aza 819,157 455,685
In determining the recoverability of trade and bills receivables PE T EUERTE L E W E 5 & H A fE U s 18
and other receivables, the Group consider any change in credit ZAWE R NEEeZEE VIR EE
quality of the debtors from the date of credit was initially granted BEZHEZEREA KFEM&BE%kZEE’E\%E@
up to the reporting date. Accordingly, the directors believe that Tl Eta) o At - EFRAEBEE —FEH
there is no further credit provision required in excess of the BBCIEREZEE 1%
allowance already made.
An allowance was provided on doubtful debts due from trade O L FEW BRI N H A fE U 30 18 2~ FE U R BR T
and other receivables and the movement are as follows: REHE - BAEEWT ¢
2013 2012
—EB—=F —E——F
HK$’000 HK$’000
FHERT FHEIT
Balance at beginning of the year FYEEHR 6,531 39,758
Impairment losses recognised on receivables B gt U R IBTERR 2 R EE 18 508
Amounts written off as uncollectible Wt AR AT U B 2 I8 (23) (6,814)
Reversal of impairment losses recognised EREYIERER 2
on receivables B EERE - (26,413)
Balance at end of the year F R aE e 7,016 6,531
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24. BANK BALANCES AND CASH/FIXED 24, ROBZEBEREAES EHREXK
DEPOSITS
2013 2012
—E-=F —E——4F
HK$’000 HK$’'000
FERT FHIT
Cash on hand and in bank RS RIRITEHETF 2,182,762 1,022,947
Short term deposits MHITE TR 622,952 307,764
2,805,714 1,330,711
Fixed deposits with original maturity date REEFREBE=(A 2
more than 3 months TEHATF K - 108,279
The Group’s fixed deposits and bank balances and cash that AEENEHEEBERNGEEE N EE
are denominated in currencies other than the functional SEZTFTEHFRALETEFE LB SEHY |0
currencies of the relevant group entities are set out below: T
Japanese Yen HK$ Us$ RMB
HE BT En ARY
HK$'000 HK$'000 HK$'000 HK$’'000
FET FET FHET FHET
As at 31 December 2013 RZZE—=F+_F#
=+—H 31,536 111,308 70,877 496,161
As at 31 December 2012 WZE——F+-H
=+—H 2,471 65,657 47,761 509,269
Fixed deposits and bank balances carry interest at fixed and FEBFEREIRITEGED BIEN T0.01%=3%
variable rates respectively which ranged from 0.01% to 3% TE—F001%E3%) 2 EERTE
(2012: 0.01% to 3%) per annum. FRREE o

25. NON-CURRENT ASSETS HELD FOR SALE 25. H{EHEFE KRB EE

2013 2012
—E—=fF g L =
HK$’000 HK$'000
FTET FAT
Leasehold properties in the PRC held under  RIEFEIFRGOEFHFF
medium-term leases ZHEYHE 2,580 2,719
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25.

26.

NON-CURRENT ASSETS HELD FOR SALE

(continued)

The directors of the Company approved the disposal of certain
properties which were previously developed as staff quarters.
Leasehold properties with a carrying amount of HK$63,411,000
had been reclassified from prepaid lease payment and
properties, plant and equipment in prior years, of which
HK$212,000 was sold in 2013 for consideration of
HK$524,000. The gain on disposal was approximately
HK$312,000 and was recognised in profit for the year ended
31 December 2013. No leasehold properties was sold during
the year ended 31 December 2012. The directors expect the
remaining leasehold properties will be sold in the coming year.

TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables presented
based on the invoice date at the end of the reporting period:

25.

26.

FEHEFRBEE )

RAREEHAHENTRRIEEIESY
ETHE-RBAEAFE EEEA
63,411,000 L 2 HEME R TBEFAEFKIA
UEWE - BMERIBETHE He
212,000 TR _ZE—=FHE REA
5240008 - HE_-_ZT—=%+_ A
—+—HLEFE  HEWELAH312,000%8
L WHERAERM - BE2E_T——F+=-A
=t+—HIEFE  UELEHEME -ES
TERM T HEYEBRREFRE -

FEAY BRIE 2 ELAb FE A 7R

RBERRIZEZEARZIN 2 BNREBEZ K
AT

2013 2012

—E—= —E——4F

HK$’000 HK$'000

FET FETT

Within 60 days 60 HA 3,185,779 1,699,053
61 to 90 days 61290 H 639,650 540,104
More than 90 days im0 H 377,666 221,081
4,203,095 2,460,238

The credit period on purchases of goods ranges from 60 to 90
days. The Group has financial risk management policies in
place to ensure that all payables are settled within the credit
time frame.

Included in other payables are sales deposit received with
aggregate carrying amount of HK$115,681,000 (2012:
HK$113,613,000), accruals of operating expenses with
aggregate carrying amount of HK$310,480,000 (2012:
HK$202,532,000), payables for the acquisition of property,
plant and equipment with aggregate amount of HK$56,253,000
(2012: HK$45,332,000), government grants of HK$18,869,000
(2012: HK$22,854,000) and dividend payable of
HK$59,349,000 (2012: HK$41,881,000).
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26. TRADE AND OTHER PAYABLES (continued) 26. FESERIER HMEASTIE @)

AEBUNEHEEERINEEEUINZER

The Group’s trade payables that are denominated in currencies

other than functional currencies of the relevant group entities

are set out below:

SIMEZ A RRIARESINT

loan agreements.

-

2013 2012
—E-—= —F——F
HK$’000 HK$’000
FET FET
Denominated in HK dollars A TTEHE 95,492 82,615
Denominated in Japanese Yen A HEFHE 147,617 84,435
27. BANK AND OTHER BORROWINGS, 27. RITRHEHMEE > H|IKHF
UNSECURED
2013 2012
—E-= —E—F
HK$’000 HK$’'000
FET FET
Bank loans RITER 2,209,726 1,710,904
Trust receipt loans EEIEER 1,591,079 1,375,203
Other loans HiER 83,015 69,053
3,883,820 3,155,160
The Group’s bank and other borrowings that are denominated AEBUBEASEERNGEEBE AN BT
in currencies other than the functional currencies of the relevant IMEZRITREMEESEINNT
group entities are set out below:
Denominated in HK dollars LA TTEHE 1,905,373 1,535,494
Denominated in Japanese Yen N HEFHE 70,161 83,799
Carrying amount repayable*: FERTBRE(E ™ :
Within one year —E R 2,949,189 2,249,363
More than one year, but not exceeding —FRERMENRN
two years 643,022 646,825
More than two years, but not exceeding MERBERAFA
five years 291,609 258,972
3,883,820 3,155,160
Less: Amount due within one year shown B NRRBARBRZ—FA
under current liabilities I AR IE (2,949,189) (2,249,363)
Amount due after one year shown under FIRIERBBEP 2 —F1&
non-current liabilities S HAFRIE 934,631 905,797
* The amount due are based on scheduled repayment dates set out in N ZERFIB RSN ER SR BT EX A

—ZFFH o EANERERAT | 95



Notes to the Consolidated Financial Statements

e R BRRNE

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

27. BANK AND OTHER BORROWINGS,
UNSECURED (continued)

All the Group’s borrowings are variable-rate borrowings which
carry interest at Hong Kong Interbank Offered Rate (“HIBOR”),
London Interbank Offered Rate (“LIBOR”) or the People’s Bank
of China’s benchmark rate plus certain basis points. Interest is
repriced every three months and the range of effective interest
rates is at 0.96% to 6.15% (2012: 0.99% to 3.10%) per annum.

28. DEFERRED TAX ASSETS/LIABILITIES

For the purpose of presenting in the consolidated statements of
financial position, the following is the analysis of the deferred tax
balances for financial reporting purposes:

27.

28.

RITRHEMEE - BEH @)

NEBEFBEREHRZEEE  HIZBEEAR
TRZERE (BBRITRZERE D HHAER
TRZEFRE ((BBERITRAERE D NG TFE
BEE-FIEG=FEAEE  ERFAERZF
B RN F096%E615%( - F — — F:
0.99% £ 3.10%) °

ELERBAEE BfE

BREEMBEIRRRBDZ - A E 28N
B ERTIBREGOITAT

2013 2012

—E-=F —E——F

HK$’000 HK$’000

FET FABT

Deferred tax liabilities FERIAAE 57,487 36,250
Deferred tax assets RIETHIBE = (9,227) (9,033)
48,260 27,217

96 | Truly International Holdings Limited ¢ Annual Report 2013



Notes to the Consolidated Financial Statements
BENBRRME

For the year ended 31 December 2013
HE-_ZT—=F+-_A=-+—BIFE

28. DEFERRED TAX ASSETS/LIABILITIES 28. EEBEEE BE®

(continued)

The following are the major deferred tax liabilities (assets)
recognised and movements thereon during the current and
prior years:

EAFERBEFEARRN T EREENIA
BE(EE) REZEFHOT

Allowance
for Undistributed
Accelerated receivables profits of
tax and PRC
depreciation inventories  subsidiaries Total
piifz3 EWHER HEMEAR
BRIRTE FEEE KA EORF BE
HK$'000 HK$'000 HK$'000 HK$'000
THET FET FET TET
At 1 January 2012 RZZE——F—H—H 21,437 (8,815) 17,576 30,198
Reversal of deferred tax liability 43 % 7% ¢ Bl 4R EFi T8
upon distribution of profits =L - - (15,860) (15,860)
(Credit) charge to profit or REFERT (HL)
loss for the year S| (2,554) (218) 15,651 12,879
At 31 December 2012 RZE——F+=A
=+—H 18,883 (9,033) 17,367 27,217
Reversal of deferred tax liability 53 ) i F14 ¢ BliE E 18
upon distribution of profits A - - (5,858) (5,858)
(Credit) charge to profit or REFERT (L)
loss for the year X 8H (2,026) (194) 29,121 26,901
At 31 December 2013 RZZE—=F+=A
=t+—HA 16,857 (9,227) 40,630 48,260

At the end of the reporting period, the Group has unused tax
losses of HK$89,997,000 (2012: HK$76,275,000) available for
offset against future profits. No deferred tax asset has been
recognised in respect of such losses due to the unpredictability
of future profit streams. Unrecognised tax losses may be carried
forward indefinitely except for HK$25,367,000 (2012:
HK$15,909,000) in the tax jurisdiction of the PRC which may be
carried forward for 5 years.

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable to
accumulated profits of the PRC subsidiaries amounting to
HK$873,443,000 (2012: HK$288,052,000) as the Group is able
to control the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not reverse
in the foreseeable future.

RBREBER XEB A AMB
5 $889,997,0008 m( = & — = fF:
76,275,000 7T ) o] BEH B R A0 F o F
RARBEAFTARICEF AR - B I Mz %
EIEREREERIALE - RERLHKEE
Sk A PR B4R S - BRAP ERBAS B AR R ok )
48R 2 253867,0008 (- — —F:
15,909,000 7T ) 9 ©

BEFHRCEMSHRE BT N\F
—HA—B# P ENEBRQ R REZEF
FTEIRARR B BBMIBINT o FE4RE B 5 R
R WERPRWNBARZ RHEFNE
B Z %E873,443,0008 t( = T — = & :
288,052,000 70 ) tE L IRER BB S - REA
EAEE AL NIEFI B R TR =B
MR NS TER] BAR KRB B E i E%5E -
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29. SHARE CAPITAL 29. A
Number of
ordinary
shares at
HK$0.02
per share
ZEREE Share
RER capital
0.0278 7T R
HK$'000
FET
Authorised: A
Balance at 1 January 2012, 31 December 2012 RZE——F—HF—H "
and 31 December 2013 —E-—-F+-A=1+—8k
“E-—=F+-A=+—HZz%&#%  5,000,000,000 100,000
Issued and fully paid: BETRAR
Balance at 1 January 2012 RZE——F—F—HZ&® 2,768,037,398 55,361
Shares repurchased and cancelled BEE MEFHEED (3,264,000) (66)
Balance at 31 December 2012 RIE——F+-A=+—Hz&% 2,764,773,398 55,295
Exercise of share options LB AR 178,298,000 3,566
Shares repurchased and cancelled R & EFERG (23,478,000) (469)
Balance at 31 December 2013 RZE—=F+-A=1+—Hz#&#% 2919593398 58,392

Details of the exercise of share options are set out in note 35.

During the year, the Company repurchased its own shares
through The Stock Exchange of Hong Kong Limited as follows:

BRATTE BB 2 FHIR M FE356 °

FR - ARABEEEEMERZAARIDE
BRIEAHEMDINT

No. of ordinary Aggregate

Month of shares of Price per share consideration
repurchase HK$0.02 each Highest Lowest paid

BREE
0.028 T2 BRER

=) ZRERYAE BS BIE 2fHERE
HK$ HK$ HK$’'000

BIT BT THETT

June ;XA 18,562,000 3.53 3.05 62,847
July £ A 4,916,000 3.49 3.42 17,052

The above shares were cancelled upon repurchase.

None of the Company’s subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the
year.
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30. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balance.

The capital structure of the Group consists of net debt, which
includes the borrowings disclosed in note 27, net of cash and
cash equivalents, and equity comprising issued share capital
and reserves.

The directors of the Company review the capital structure
periodically. The directors consider the cost of capital and the
risks associates with the capital, and will balance its overall
capital structure through the payment of dividends, new share
issues of the Company and share buy-backs as well as raising
of bank borrowings.

The Group’s overall strategy remains unchanged from the prior
year.

31. FINANCIAL INSTRUMENTS

a. Categories of financial instruments

30. EXEmER

REBETERNERURRAEENNER
RERERE - RS aREFEERTE
RBRERZ AL o

AEBENEARE M ELFE(BREME27
PIEZEE SRR MR EEHRR)
Kk (BIEE BT R #) AR -

ARREFTHEEHEARBE -BEFER
BEARARAREEARB @R  XiEBX
R ~ BITARRBFAAD S BN A K
SERITEEFTHHARBEARRE -

1. €T A

a. SWMIEBEDE

2013 2012
—E—= —EB——4F
HK$’000 HK$’'000
FET FETT

Financial assets EREE

Loans and receivables (including ERREKZE(BERES R

cash and cash equivalents) NEEEIER) 8,294,368 5,233,493
Available-for-sale investments Al ERE 178,662 48,314
8,473,030 5,281,807

Financial liabilities TEEE
Amortised cost IR 8,505,422 5,962,907
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31. FINANCIAL INSTRUMENTS (continuec)

b. Financial risk management objectives and b.

policies

The Group’s major financial instruments include fixed
deposits, bank balances and cash, trade and other
receivables, available-for-sale investment, trade and other
payables and bank and other borrowings. Details of these
financial instruments are disclosed in respective notes.

The risks associated with these financial instruments and
the policies on how to mitigate these risks are set out
below. The management manages and monitors these
exposures to ensure appropriate measures are
implemented in a timely and effective manner.

Market risk

The Group’s activities expose primarily to the financial
risks of changes in interest rates, foreign currency
exchange rates and change in prices (see below).

(i) Foreign currency risk

The Group undertakes certain transactions
denominated in foreign currencies which are
different from United States dollars (“US dollars”)
and Renminbi (“RMB”), the functional currency of
the respective group entities.

The carrying amounts of foreign currency risk arising
from foreign currency denominated monetary assets

31. €I %)

cREMEERERBER

AR TECBHTABEETER -
RITEFRAS - FURIE R b
WEOE - T ERE « ETEER
B4t 8 A BRI DL BB 1T IR LA A
ZEEBMTAZ HERS BN EIES
B -

ERZEFTRM T A ZER LEEZE
RBROBRREN T EEESEE
RERZ TR - AR N A R0
BEhEE R

R0

REE 2 EB T EATT KRR IMERE
XEPEoREARUREREDER
(BT e

() SRR
AEBZETRHAINERE
ZEINE BB B AR
BETIETDEARETA
R¥ 1)) A EE -

RImER » UWINEFHEZEBE
EREBABELZINERRZ

and monetary liabilities at the reporting date are as BREENT :
follows:
Liabilities Assets
afE BE

2013 2012 2013 2012
—E-=F —ZE—=- —E-=F5 —ZET——-%F
HK$’000 HK$’'000 HK$’000 HK$'000
FET FHT FET FA&TT
Hong Kong dollar BIT 2,009,833 1,628,350 148,678 154,856
Japanese Yen H 229,047 168,234 31,536 2,471
Euro BT - 312 13,511 40,309
RMB AR - - 496,253 509,916
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31. FINANCIAL INSTRUMENTS (continued)

b.

31. €@ T

B (&

>= (7=

Financial risk management objectives and b. £REMEEBERBEK(E)
policies (continued)
Market risk (continued) TS A (&)
() Foreign currency risk (continued) () SRR (&)
Sensitivity analysis BREE DT
The following table indicates the approximate TRETHRIEEE (BIZET)
change in the Group’s profit after taxation for the HBMAREERmE @Y ELRE
year in response to reasonably possible change in b SRR HIR S B E
the functional currency i.e. US dollars to the relevant B MEMAEERFERIE
currencies which the Group have significant A FTEE Z B E) o R
exposure at the reporting date. Since Hong Kong EHMeERG EA TEETEH
dollars are pegged to US dollars under the Linked o BEEWTEHHRAHEE
Exchange Rate System, the management does not JCEA 3 T I8 RN B) 7 8 KNSR
expect significant foreign currency exposure in B o ZN £ B 3 B AR E T LASMD
relation to the exchange rate fluctuation between w7 @ o
Hong Kong dollars and US dollars. The Group
mainly exposes to foreign currency risks other than
US dollars.
2013 2012
—E-=f —E——fF
US dollar Increase US dollar Increase
strengthens (decrease) strengthens (decrease)
(weakens) in profit (weakens) in profit
ERHE i Byl ELHAE B 0
() (R2) (B21B) R A)
HK$’000 HK$’000
TER TET
Japanese Yen HIE 23% 37,140 1% 15,225
(23%) (37,140) (11%) (15,225)
Euro BT 4% (450) 2% (668)
(4%) 450 (2%) 668
RMB AR 3% (12,541) 1% (4,258)
(3%) 12,541 (19%) 4,258
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31. FINANCIAL INSTRUMENTS (continuec)

b.

Financial risk management objectives and
policies (continued)
Market risk (continued)

(i)

Interest rate risk

The Group is exposed to cash flow interest rate risk
due to the fluctuation of the prevailing market
interest rate on bank balances and variable-rate
bank and other borrowings (see notes 24 and 27
for details). The Group’s cash flow interest rate risk
is mainly concentrated on the fluctuation of HIBOR
and LIBOR arising from the Group’s Hong Kong
dollar denominated borrowings. The management
considers the exposure to interest rate risk in
relation to bank balances is insignificant due to the
low interest rate. The Group currently does not use
any derivative contract to hedge its exposure to
interest rate risk. However, the management of the
Company will consider hedging significant interest
rate exposure should the need arise.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest rates
for variable-rate bank borrowing. The analysis is
prepared assuming the amount of liability
outstanding at the reporting period was outstanding
for the whole year. A 100 basis point (2012: 100
basis point) increase or decrease is used which
represents management’s assessment of the
reasonably possible change in interest rates.

If interest rates had been 100 basis points (2012:
100 basis point) higher/lower and all other variables
were held constant, the Group’s post-tax profit for
the year ended 31 December 2013 would
decrease/increase by HK$32,430,000 (2012:
decrease/increase by HK$26,346,000).
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31. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

(i) Other price risks
The Group is exposed to equity price risk arising
from investments in listed equity securities classified
under available-for-sale investment.

Price risk sensitivity analysis
The sensitivity analyses below have been
determined based on the exposure to equity price
risks at the reporting period.

If equity prices had been 15% (2012: 15%) higher/
lower, investment revaluation reserve would
increase/decrease by HK$26,799,000 (2012:
HK$7,247,000) as a result of the changes in fair
value of available-for-sale investments.

Credit risk

As at 31 December 2013, the Group’s maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to perform an obligation by the
counterparties is arising from the carrying amount of the
respective recognised financial assets as stated in the
consolidated statement of financial position.

For the year ended 31 December 2013, the Group had
concentration of credit risk as 23% of total trade
receivables was due from the Group’s largest trade
debtor, which is a company located in the PRC with good
reputation and repayment history. No concentration of
credit risk is noted in 2012.

In order to minimise credit risk, the management of the
Group has delegated a team responsible for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual
receivable at the end of each reporting period to ensure
that adequate impairment losses are recognised for
irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is
significantly reduced.
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31. FINANCIAL INSTRUMENTS (continuec)

b.

Financial risk management objectives and
policies (continued)

Credit risk (continued)

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation.

With respect of credit risk arising from the loan receivable
and other receivables, the Group reviews the recoverable
amount of each receivable at the end of each reporting
period and allowance for loan receivable and other
receivable are made. The management of the Company
considers that the Group’s exposure to credit risk arising
from default of the loan receivable is limited as the amount
has been fully provided for. The Group manages its credit
risk by closely monitoring the other receivables with and
follow up action being taken to recover the overdue
receivables. Other receivables consist of a large number
of counterparties which do not give rise to significant
concentration of credit risk.

Liquidity risk
The Group’s liquidity position is monitored closely by the
management of the Company.

In the management of liquidity risk, the Group monitors its
current and expected liquidity requirements regularly and
ensuring sufficient liquid cash and adequate committed
lines of funding from reputable financial institutions to
meet the Group’s liquidity requirements in the short and
long term. The management of the Company also
monitors and maintains a level of cash and cash
equivalents adequate to finance the Group’s operations
and mitigate the effects of fluctuations in cash flows.
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31. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)
Liquidity risk (continued)

The following table details the Group’s remaining
contractual maturity for its financial liabilities. The table
has been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on
which the Group can be required to pay. The table
includes both interest and principal cash flow. To the
extent that interest flows are floating rates, the
undiscounted amount is derived from interest rate at the

end of the reporting period.

31. €I %)

b. 2rREKREEEERRE &)

RBESRK (E)

TRAMAZINAEE SR A E 2R
BHFH o ARRIEASE B A E K
BRZHZFPAHMEMBEIRNRR
TREMABE - ZXREBREMNEEAE
BEeRE - MASRERNFEH X
AERAIRFTRSBEIRERSE AR
ZHMEFHHE

Weighted
average Total Carrying
effective Oto3 4-6 7-12 1-2 2-3 Over 3 undiscounted amount at
interest rate months months months year years years  cash flows 31 December
Rt+=A
EFH AFRRE =t+-H
BRAE BE=fH MNEREA tE+=fEA —EmME ME=F BB=F REEH ZEHE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET TR T THET TET TR FHET
2013 —Z2-=%
Non-derivative instruments 74T A
Trade and other payables ERRERE RN TR - 4,621,602 - - s - - 4621602 4,621,602
Variable interest rate bank FERTEERAMEE
and other borrowings 2.23 2,401,382 274,870 317,196 667,881 297,830 - 3,959,159 3,883,820
7,022,984 274,870 317,196 667,881 297,830 - 8,580,761 8,505,422
Weighted
average Total Carrying
effective Oto3 4-6 7-12 1-2 2-3 Over 3 undiscounted amount at
interest rate months months months year years years cash flows 31 December
R+=A
MEFH ARRE =rgs
ERFE  TE=@EA WEAEA tE+=6A —EmF RME=F BB=F REEHE ZIREE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FEL THL FET FEL TAEL THL FAT
2012 -z
Non-derivative instruments  3£7£ T8
Trade and other payables JER BRI I EL A JE TR - 2,807,747 - - - - - 2807747 2,807,747
Variable interest rate bank FRBTEEREMEE
and other borrowings 2.36 1,903,056 85,206 296,402 664,648 266,171 4,875 3,220,358 3,155,160
4,710,808 85,206 296,402 664,648 266,171 4,875 6,028,106 5,962,907
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31. FINANCIAL INSTRUMENTS (continued) . 2RI HE®E
c. Fair value measurements of financial c. TMIAZAFEEE
instruments
This note provides information about how the Group I IR A B AN & B a0 ] 7B TE N (A
determines fair values of various financial assets. SRHEEZ NEBEZER -
()  Fair value of the Group’s financial assets that () KEREEUAFEENEZAE

(ii)

are measured at fair value on a recurring basis
The Group’s available-for-sale investments are
measured at fair value at the end of each reporting
period. Fair value of the listed equity shares as at 31
December 2013 and 2012 are HK$178,662,000
and HK$48,314,000 respectively. The listed equity
shares that are measured subsequent to initial
recognition at fair value is grouped into Level 1 in
which fair value measurements are derived from
quoted bid prices in an active market.

Fair value of financial assets and financial
liabilities that are not measured at fair value on a
recurring basis (but fair value disclosures are
required)

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial
statements approximate their fair values.

Fair value hierarchy as at 31 December 2013 and
2012

(ii)

EtRmEEZAFEER
RBER - NEBE AT HHE
WEDNIEATEBEE - Lk
ZRD 2 AFEBER-ZT—=F
rF=E——F+=-A=+—H%
Al A&178,662,000%8 T &
48,314,000 7T - AR AF
BE®E  LHERRMHDITER
DAEFEIL MEAFEEFZ
DERKNERMISFT 2 REMS
tljo

KEEEDNFEERTEZRE
SESREERERMABEZLAT
BE(HAFEQFEERSE)

ARREZRR  REBHKAT
ANERGEEMBRE 2ERMEE
kBB Bz REEREQTE
IEREES)

REZF-=ZFR-_F—ZF1=
A=t —HZRFEEELEE

31 December 2013
—E-=F+ZH=+-—H

Level 1 Level 2 Level 3 Total
ERE Eofk B3R #st
HK$000 HK$000 HK$000 HK$’000
THET FTHET FET FTHET
Available-for-sale AHEERE
investments 178,662 - - 178,662
31 December 2012
—E-_F+-HA=+—H
Level 1 Level 2 Level 3 Total
E1H ki FE3R #Et
HK$'000 HK$000 HK$000  HKP'000
FABT FAT FAT FAET
Available-for-sale AHHERE
investments 48,314 - - 48,314
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32. OPERATING LEASE COMMITMENTS 32. WEMKAIE
The Group as lessee AEEEREBEA
At the reporting date, the Group had commitments for future RBEH - AEERBERTRESERLOR
minimum lease payments under non-cancellable operating T % HPE B HE 7 R 2R S (R A8 49 < SRR HE a0
leases which fall due as follows: T
2013 2012
—FE-—= =4
HK$’000 HK$’000
FET FHIT
Within one year —F R 8,763 9,501
In the second to fourth year inclusive F_FEZENF(BIEEERT) 2,871 8,758
11,634 18,259
Operating lease payments represent rentals payable by the KEHANNREREEREETHAEYE
Group for certain of its office premises. Leases are negotiated MENZHE - HOZHEHBEMEN
for terms of two to fourth years with fixed rentals. FWABEES -
The Group as lessor rEBERAEEA
Property rental income earned during the year was REERI 2 MERS WA A9,140,000 %8
HK$9,140,000 (2012: HK$8,372,000), which was derived from T(ZT—Z-F:8372,000/7L)  ZEH
letting of staff quarters included in the Group’s property, plant SRARBHEFATERYE - BE LR
and equipment. HZEIES -
At the reporting date, the Group had contracted with tenants RIER - AEE S5 TR REEBON
for the following future minimum lease payments: REAPEIMEH -
2013 2012
—E2—= —EB——4F
HK$’000 HK$’'000
FER FAT
Within one year —FR 1,222 1,947
In the second to fifth year inclusive F_FEERF(BIEEREMRE) 1,335 2,487
2,557 4,434
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33. COMMITMENTS 33. Hif
2013 2012
—E—= —E——F
HK$’000 HK$’'000
FET FH&T
Capital expenditure contracted for but not FUEEZE - BE MR B
provided in the consolidated financial BETABERESGS
statements in respect of acquisition of g Bk ey
property, plant and equipment BARSTH 286,058 52,162
Capital expenditure contracted for but not FEEBE ARBRIAOE
provided in the consolidated financial RELZAMIEHREKF
statements in respect of contribution to Bz EARTH
an associate 613,920 -
Capital expenditure authorised but not TUBWE - BE N RE
contracted for in respect of acquisition of BEREERFTNZ
property, plant and equipment BEALH - 84,000

34. PARTIAL DISPOSAL OF INTERESTS IN A
SUBSIDIARY AND SHARE-BASED

PAYMENT TRANSACTIONS

In March 2012, pursuant to a sale and purchase agreement
entered into between the Group and an independent third
party, the Group disposed of 2% of the equity interest in a
subsidiary in the PRC (the “PRC Subsidiary”) with effective %5
interest reduced from 100% to 98% at cash considerations of

approximately HK$7,299,000.

In December 2012, in order to enhance and increase the capital
base of the PRC Subsidiary, the PRC Subsidiary has increased
its registered capital by approximately HK$13,847,000 with

£=5

BREZEARERE
BEEKS

RN BE W -

34. B HE—FEKHEBLRERR N

BROABERINZRS
R-B——F=f REAEEE—LBT

REBEHE—FEF
BB AR ((HREKBAA]) 2 2%RAHE
B R 100% 8 &=
B#/47,299,0007 T °

98% - HE

RZE——F+=8 ' BRRAMEINFEH
AR ER BB A AU ER AN £
HEIREIR 2 R(EX 20,917,000

cash considerations of approximately HK$20,917,000 received
from directors and senior management of the Group (the “First
Capital Increase”). In addition, the PRC Subsidiary has further
increased its registered capital by approximately
HK$36,332,000 with cash considerations of approximately
HK$158,232,000 received from two independent third parties
(the “Second Capital Increase”). Upon the completion of the
First Capital Increase and the Second Capital Increase, effective
equity interest of the Group in the subsidiary reduced from 98%
t0 85.42%.
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34.

35.

PARTIAL DISPOSAL OF INTERESTS IN A
SUBSIDIARY AND SHARE-BASED
PAYMENT TRANSACTIONS (continued)

In respect of the First Capital Increase, the estimated fair value
of the increased registered capital was estimated by the
directors at HK$58,852,000, which was estimated with
reference to the considerations received from the independent
third parties in the Second Capital Increase. The Group
recognised the total expense of HK$37,935,000, which
represents the difference between the fair value of increased
registered capital and the cash considerations received from
directors and senior management of the Group, for the year
ended 31 December 2012 in relation to the share-based
payment transactions.

SHARE OPTION SCHEME

The Company’s share option scheme, was adopted pursuant
to a resolution passed at an extraordinary general meeting of
the Company on 22 December 2003 for the primary purpose of
providing incentives to eligible persons or rewarding for their
contribution or potential contribution to the Group and expired
on 21 December 2013. Under the Scheme, the Board of
Directors of the Company might grant options to eligible
persons, including (i) any director or proposed director, full-time
employee or proposed employee of any member of the Group
or controlling shareholder or any company controlled by a
controlling shareholder; (i) any holder of any securities issued
by any member of the Group or any controlling shareholder or
any company controlled by a controlling shareholder; and (jii)
any business or joint venture partner, contractor, agent or
representative of any supplier of goods or services to or any
customer or distributor of goods or services of any member of
the Group or any controlling shareholder or a company
controlled by a controlling shareholder.

The total number of shares in respect of which options might
be granted under the scheme was not permitted to exceed
10% of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders. The
number of shares in respect of which options might be granted
to any individual in any one year was not permitted to exceed
1% of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders.
Options granted to substantial shareholders or independent
non-executive directors in excess of 0.1% of the Company’s
share capital and with a value in excess of HK$5 million must
be approved in advance by the Company’s shareholders.

34.

35.

HBHHE—RBB LSRR R
B AERIG2RE @)

REREEME ESHEMFMERZ
JEFH AT BE 558,852,000 7T © B MLt
ThRERE I ERKREBYLE = 2R
BmER -z —F+-_A=+—H
IEEE  AEERUBRHAERINZRS
RH4AFAK B37,935,0008 7T - RIS Ty
EEEINEMERZ AFBEES WAL
EEErafEEEReREBZEZRE -

BRESTE

ARG ZEREFEIIRER-_ZZT=F
T A+ —BZARRBREERIAE LB
BZIRFEER  TEAFEAERATHEE
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2 TNMEHBBARRQ R ERRE 22 HTRN
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35. SHARE OPTION SCHEME (continued) 35. ERfEREl (@)

Options granted must be accepted within 21 days from the
date of option offer, upon payment of HK$1.00 per option.
Options might be exercised at any time from the date of grant
of the share option to the 10th anniversary of the date of grant.
The exercise price was determined by the directors of the
Company, and would not be less than the highest of (i) the
closing price of the Company’s shares on the date of grant, (ii)
the average closing price of the shares for the five business
days immediately preceding the date of grant; and (iii) the
nominal value of the Company’s share.

As a result of the share sub-division and bonus issue of the
Company in January 2011, the number of option has been
adjusted in accordance with the scheme. The exercise price of
the option granted on 26 February 2004 and 15 June 2006 was
adjusted to HK$2.109 and HK$1.742 per share respectively,
and the number of share options was increased to 236,362,500
and 74,250,000 respectively.

As at 31 December 2012, the number of shares in respect of
which options had been granted previously which remain
outstanding under the scheme was 310,612,500, representing
approximately 11.2% of total issued share capital of the
Company. The options were exercisable at any time until 21
December 2013.
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35. SHARE OPTION SCHEME (continued) 35. Eﬁﬁﬁ%%—r Eﬂ (&)
The following table discloses details of the Company’s share TEERREE (BPRES)AEAQ T B
options held by the employees (including directors): ZEEE
Number of options
BREHA
Outstanding
at1.1.2012 Exercised Expired Outstanding
Exercise and during during at
Date of grant Exercisable period price  31.12.2012 the year theyear  31.12.2013
Rn=2-=%
-A-BK
—E--F R-Z2-=F
+=h t=A
=t+-H =t-H
BREHAH T8 e & R AT RERTE RERER e R AT
HK$
BT
Directors:
S
26 February 2004 27.2.2004 10 21.12.2013
“ZEME-AZTRA “EEME-_A++AZE
“E-=%+ZA=+-H 2109 95425000 (57,100,000)  (38,325,000) -
15 June 2006 16.6.2006 t0 21.12.2013
ZEERER/ATHRA ZZERERATRBE
“E-=F+-A-1+—H 1.742 49,500,000  (24,750,000)  (24,750,000) -
144,925,000  (81,850,000)  (63,075,000) -
Employees:
E&:
26 February 2004 27.2.2004 t0 21.12.2013
—ETME_A-1RH “EIME_A-T+AE
“Z-=F+-A=-1-H 2109 140,937,500  (96,448,000)  (44,489,500) -
15 June 2006 16.6.2006 to 21.12.2013
ZEERERATHA ZEERFRATABE
ZE-=f5+ZAZ+—H 1742 24,750,000 - (24,750,000) -
165,687,500  (96,448,000)  (69,239,500) -
310,612,500 (178,298,000) (132,314,500) -
Exercisable at the end of the years A& AI{7{E 310,612,500 -

In respect of the share options exercised during the year, the
weighted average share price at the dates of exercise is

HK$2.06 (2012: Nil).
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36. RETIREMENT BENEFITS SCHEMES

37.

All of the Group’s Hong Kong employees are required to join
the Mandatory Provident Fund Scheme. The Group is required
to contribute 5%, while the employees are required to
contribute 5% of their salaries to the scheme to the maximum
of HK$1,250 per month (2012: HK$1,000 per month from
January to May and HK$1,250 per month from June to
December) for each employee.

According to the relevant laws and regulations in the PRC, the
PRC subsidiaries are required to contribute a certain percentage
of the salaries of their employees to the state-managed
retirement benefit scheme. The only obligation of the Group
with respect to the retirement benefit scheme is to make the
required contributions under the scheme.

GOVERNMENT GRANTS

At the end of the reporting period, government grants of
HK$18,869,000 (2012: HK$22,854,000) were included in trade
and other payables, to subsidise the acquisition of property,
plant and machinery for scientific research development. The
amount has been treated as deferred income and will be
transferred to profit or loss over the useful lives of the relevant
assets. This policy resulted in a credit to profit or loss in the
current year of HK$13,669,000 (2012: HK$2,329,000).

Incentive subsidies of HK$49,037,000 (2012: HK$10,347,000)
have been received in the current year to encourage the
operation of a PRC subsidiary for the development on export
sales and advance technology. There were no specific
conditions attached to the grants and, therefore, the Group
recognised the grants in profit or loss upon receipt.
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Notes to the Consolidated Financial Statements
SEMBHRMT

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

39.

38. RELATED PARTY TRANSACTIONS 38. BEALTRS
The remuneration of directors and other members of key ARFEEEENHEMFTEEIRERKE 2 0
management during the year were as follows: T
2013 2012
—E—= —E—F
HK$’000 HK$’000
FET FET
Short-term benefits 52 HAE A 31,576 25,097
Post-employment benefits BEER 1212 7 105 110
Share-based payments LARS 17 A ERE S - 14,838
31,681 40,045
The remuneration of directors and key executives are EENTETHAEBZEN I AT HNEES
determined by the remuneration committee having regard to SZ2EZ[ARIBLETISEBAEET -
the performance of individuals and market trends.
PARTICULARS OF PRINCIPAL 39. XRRIFEMBARIER

SUBSIDIARIES OF THE COMPANY

39.1 General information of subsidiaries

Details of the Group’s subsidiaries at the end of the

39.1 MB AT —RE R
R kA R EH B A 7 2 s

reporting period are set out below. T
Nominal value of
Place of issued and fully
incorporation or paid ordinary Proportion
registration/ share capital/ ownership interest
operation registered capital held by the Company
Name of subsidiary EWRLEER/ BRTRAZLER ARFEEL Principal activities
HEARER EXHE B/ EMErEE iiger-d- 5347 TEEH
2013 2012
BT | R i
Truly Electronics Manufacturing Hong Kong HK$1,000,010 100% 100%  Trading of electronic calculators
Limited B 1,000,010 7 and electronic components
BHEFERAA BT ERRETLHES
Truly Instrument Limited Hong Kong HK$100 100% 100%  Trading of electric tooth brush
BHESBERRA Bl 10057 and personal health
care products
EHTRIREARRERE S
Truly Semiconductors Limited Hong Kong HK$1,000 100% 100%  Trading of LCD products
EN+ERERARA i 1,000/ REEETSENES
Truly Opto-glectronics Limited Hong Kong HK$1,000,000 85.4% 85.4%  Trading of compact camera
EHREERAA BB 1,000,000 module and touch panel

WRERBEREERERES
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Notes to the Consolidated Financial Statements

e R BRRNE

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

39. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY (continued)

39.1 General information of subsidiaries (continued)

Nominal value of

39. ARFRFEMBARER (®)

30.1 B AR Zz—RER (&)

Place of issued and fully
incorporation or paid ordinary Proportion
registration/ share capital/ ownership interest
operation registered capital held by the Company
Name of subsidiary MR LEER/ BRTRBZLEER ARARER Principal activities
WEAR LR e &/ EREREE iigsr-d- 5347 TEER
2013 2012
—E-ZE —E-—%
Truly Industrial Limited Hong Kong HK$872,894 100% 100%  Trading of electronic components
EMNIEERRA Bl 872,804 7T EFnHES
Truly (USA) Inc. United States of America  US$20,000 100% 100%  Marketing of electronic
ES 20,0003 calculators
BT ERmISEH
BHEFBERAA) PRC US$38,964,115 100% 100%  Manufacture of electronic
i 38,964, 115% T calculators and electronic
components
REBTHERRE TN
fEM+ERERAR" PRC US$498,300,000 100% 100%  Manufacture of LCD products
Gl 498,300,000% T HERmRBNSER
EHESECLE)BRAR PRC US$1,000,000 100% 100%  Manufacture of electric
i 1,000,000% 7T toothbrush and personal
health care products
HEEYTRIRAARRER
EHxERHERAR PRC US$49,620,500 85.4% 85.4%  Manufacture of compact camera
i 49,620,500% 7T module and touch panel
SENAAREARBIERER
BHIZOLE)ERAR PRC HK$3,000,000 100% 100%  Manufacture of electronic
i 3,000,00077C component
BEFEFTH
* wholly foreign owned enterprise * INIBEREE

- The Chinese corporate name was changed from 12 F % E Gl
E)BR AT to EFIHEMRHL B AT during the year ended
31 December 2013.

Except for Truly Electronics Manufacturing Limited and
Truly (USA) Inc., all subsidiaries are indirectly held by the
Company.

None of the subsidiaries had any debt securities

outstanding at 31 December 2013 and 2012 or at any
time during the years.
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Notes to the Consolidated Financial Statements
SEMBHRMT

For the year ended 31 December 2013
HE-_T-—=—F+-_A=t—HILtEE

39. PARTICULARS OF PRINCIPAL 39. ZXRBEFENBATER 2
SUBSIDIARIES OF THE COMPANY (continued)
39.1 General information of subsidiaries (continued) 39.1 B AR Z—MRER (&)
At the end of the reporting period, the Company has RMEBRR XA EEHAEEE
other subsidiaries that are not material to the Group. A FRERFE2EMMBAR - HF
majority of these subsidiaries operate in Hong Kong. The MEBARAIMNESSE - ZEMW
principal activities of these subsidiaries are summarised BRI ZEEBEBBMEWNT -
as follows:
Principal activities Principal place of business Name of subsidiaries
FEEK FEZEME MEASEE
31.12.2013 31.12.2012
—EB-=F —E—_4F
+=ZA=+—-H +ZA=+—8H
Investment holding or inactive Hong Kong 7 6
BRI IEE R B
Germany 1 1
==
Singapore 1 1
EoipIlIEd
9 8
39.2 Details of non-wholly owned subsidiaries that V2 BEERHERERZHZENS
have material non-controlling interests ANEIZF#E
The table below shows details of non-wholly-owned TRENEBEAFERERE IR
subsidiary of the Company that has material non- BB AR FE -

controlling interests:

Place of Proportion of ownership
incorporation interests and voting
and principal rights held by Profit allocated to non- Accumulated non-
Name of subsidiary  place of business non-controlling interests controlling interests controlling interests
AL/ mEERRESE 2 AREFERER
WEARERE TEEXNY RREERRZELH iR RitFERER

31.12.2013 31.12.2012 31.12.2013 31.12.2012 31.12.2013 31.12.2012
—E-=fF —ECf —B-=F =S —E-=F “E-CF

+ZA=t-B +zZA=+-B +ZB=+-H +ZA=+-H +ZA=+-A +ZA=t+-H

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

FTER TAT TER TAL

ERXERS PRC 14.6% 14.6% 148,277 5,698 322,736 163,048
9N G

“T-—FFF o SRNEABRARAT |15



Notes to the Consolidated Financial Statements

e R BRRNE

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

39. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY (continued)

39.2 Details of non-wholly owned subsidiaries that

have material non-controlling interests
(continued)
Summarised financial information in respect of the above
subsidiary that has material non-controlling interests is set
out below. The summarised consolidated financial
information below represents amounts before intragroup
eliminations.

EAAERGARAF

39.

AP EEMBLTER (&)
V2 FEEERFEREZZIZENES
NRIZHE (&)
BRI E AR A E AR

mMBERBBWT - THIMBE
P2 REEARRIEEHA 2 5

ERXERDERLQA

2013 2012

—ZE—= —E——F

HK$’000 HK$’000

TET T

Current assets mENEE 6,657,694 2,863,223

Non-current assets EREEE 1,722,820 804,799

Current liabilities mEAIE 5,931,689 2,326,956

Non-current liabilities FRBEE 191,258 213,016
Equity attributable to owners of RATIHEE AEEER

the Company 1,934,831 965,002

Non-controlling interests FEITRERE RS 322,736 163,048
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Notes to the Consolidated Financial Statements
BENBRRME

For the year ended 31 December 2013
HE-_ZT—=F+-_A=-+—BIFE

39. PARTICULARS OF PRINCIPAL 39. ZXRBEFENBATER 2
SUBSIDIARIES OF THE COMPANY (continued)
39.2 Details of non-wholly owned subsidiaries that V2 EEERKERERZIZENE
have material non-controlling interests NEZHEE)
(continued)
BEFXERDBIRAQF (continued) EARERDERAR (&)
Year ended Year ended
31.12.2013 31.12.2012
BE-Z—=F BEz_T——F
+=ZHA=+—H +=ZA=+—H
IEFE WFE
HK$’000 HK$’000
FExT FHET
Revenue W25 10,370,649 3,765,808
Expenses b 227,352 124,913
Profit for the year N FEE T 1,068,119 410,262
Profit attributable to owners of PN/NETE FEWN Y bl
the Company 919,842 404,564
Profit attributable to the IR A A
non-controlling interests FEAG 3 A 148,277 5,698
Profit for the year INEE T 1,068,119 410,262
Other comprehensive income ViN/NEIE ¥ =D A
attributable to owners of the Company — H 2 E K A 34,250 9,450
Other comprehensive income FEVEAR Mo B B
attributable to the non-controlling FEKA
interests 11,411 i
Other comprehensive income AFEHEM 2 E R EE
for the year 45,661 9,450
Total comprehensive income ViN/NEIE ¥ =N
attributable to owners of EHERABEE
the Company 954,092 414,014
Total comprehensive income FEFERRE R R
attributable to the non-controlling 2HEWA B
interests 159,688 5,698
Total comprehensive income for REZE2EBABE
the year 1,113,780 419,712
Dividends paid to non-controlling IR ER 2 IR E
interests . =
Net cash inflow from operating activities 482 #1538 & 7 A JF 58 114,991 160,539
Net cash outflow from investing activities 1% & & 8158 4 i HF 58 (931,398) (460,183)
Net cash inflow from financing activities g & )R EIR &7 A JF 58 1,067,863 649,017
Net cash inflow HEMAFRE 251,456 349,373
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e R BRRNE

For the year ended 31 December 2013
HE-_T—=F+_A=t+—HIt&EE

39. PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY (continued)

39.2 Details of non-wholly owned subsidiaries that
have material non-controlling interests
(continued)

BERNERDBR AT (continued)

During the year ended 31 December 2012, the Group
disposed of 14.58% of its interest in {E XX BARMD AR D
7], reducing its continuing interest to 85.42%. The
considerations were settled by cash and by share-based
payment as detailed in note 34. An amount of
HK$157,350,000 (being the proportionate share of the
carrying amount of the net assets of 1= F| Yt EID AR A
7)) has been transferred to non-controlling interests. The
difference between the increase in the non-controlling
interests and the consideration received has been
credited to other reserves.

40. CONTINGENT LIABILITIES

A subsidiary of the Company is a defendant in a legal action in
Italy involving the alleged defective goods manufactured by the
subsidiary according to its customers’ designs and
specifications. The claim above against the subsidiary is
approximately Euro 7.2 million (equivalent to approximately
HK$77 million) in aggregate. The directors believe, based on
legal advice, that the case has legal and factual grounds to
defend and therefore it is not probable that losses (including
claims for costs) will be incurred. As a result, no provision has
been made at the end of the reporting period in this regard.
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40.
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Financial Summary

MBERHR

RESULTS E 4
Year ended 31 December
BE+-—A=t-HLEE
2009 2010 2011 2012 2013
“TENFE —E-%F —E——4F —E-F C"ZT-=F%
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FEL FEL TEL FEL T
Revenue e 5804,184 7,735,711 10,503,988 12,374,379 20,680,750
Cost of sales HEMA (4976,090)  (6,825,125)  (9,194,294) (10,817,526) (17,788,815)
Gross profit EF 828,094 910,586 1,309,694 1,556,853 2,891,935
Other income HiA 25,587 37,937 49,754 51,717 109,492
Other gains and losses Hivgs (101,840) (36,768) (25,591) 19,185 (2,320)
Impairment loss on available-for-sale A4t &R AR EE 1B
investments - - (106,026) - -
Administrative expenses THER (186,450) (231,653) (302,821) (365,210) (479,496)
Distribution and selling expenses AERHEEER (110,302) (147,524) (188,554) (206,107) (325,923)
Finance costs HHER (46,643) (43,414) (65,110) (72,646) (78,974)
Profit before tax TNl 408,446 489,164 671,346 983,792 2,114,714
Income tax expense FETHX (101,113) (174,208) (290,587) (267,833) (346,447)
Profit for the year AEERH 307,333 314,956 380,759 715,959 1,768,267
Attributable to: IATALER
Equity holders of the Company ARFREBAA 307,333 314,956 380,759 710,261 1,619,990
Non-controlling interest FEERR R - - - 5,698 148,277
307,333 314,956 380,759 715959 1,768,267
ASSETS AND LIABILITIES EERARE
At 31 December
W+=B=+-8
2009 2010 2011 2012 2013
“TENE —T-B& _—E——4 T CZB-=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FEL TET FEL T#x
Total assets BEESE 6,659,301 7915016 10,098,832 11,587,162 16,280,931
Total liabilties BEE (3,175,747)  (3,964,611)  (5,702,030)  (6,446,875)  (9,054,075)
Equity attributable to equity holders AR AliER A AJEIG LS
of the Company 3484054 3,950,405 4,396,802 5,140,287 7,226,856
Non-controlling interest R (62) = = (163,048) (322,736)
3483992  3950,406 4,396,802 4,977,239 6,904,120
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Information about the Statement of Financial Position of the Company

BREADRAHMBRARZER

Information about the statement of financial position of the Company

at the end of the reporting period includes:

BREARANRERRZMBARRAR 2 ERELE -

2013 2012
—Eg—= —E——F
HK$’000 HK$’'000
FHET FHIT
Investments in subsidiaries BN RIIRE 81,700 81,700
Amount due from a subsidiary FEUR B B~ R FRIB 961,315 620,314
Other assets HEMmEE 21,408 2,224
1,064,423 704,238
Total liabilities was (116,763) (42,030)
947,660 662,208
Share capital R& 7R 58,392 55,295
Reserves HiE 889,268 606,913
947,660 662,208
Share capital and Reserves of the Company: AR Z A R
Share Capital
Share Share options Special  redemption Retained
capital premium* reserve reserve* reserve profits Total
R& BROBE* BRERE REIRE EABERME REEH Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAT FAT TAT TAT AL TAL
At 1 January 2012 RZE——%—-f—H 55,361 549,156 10,000 17,410 82 32,827 664,836
Profit for the year AEERF - - - - - 208,563 208,563
Dividends recognised as distribution BRAEDRZ RS - - - - - (207,489) (207,489)
Shares repurchased and cancelled BERREFHERG (66) (3,636) - - 66 (66) (8,702
At 31 December 2012 RZE——%+-A
=+-H 55,295 545,520 10,000 17,410 148 33,835 662,208
Profit for the year REEHF - - - - - 339,401 339,401
Dividends recognised as distribution BAADRZIRE - - - - - (340,671) (340,671)
Effect of share options BhEsRE 3,566 366,714 (10,000) - - 6,667 366,947
Shares repurchased and cancelled BEERREFHERR (469) (79,756) - - 469 (489) (80,225)
At 31 December 2013 RZE-=%5+_H
=+—A 58,392 832,478 - 17,410 617 38,763 947,660

* REFSEEZERZAR - NARZBADEE A K
HAM SR AM AR Z SR BER M 9IRS
IS EREREEH DRI ATRE R - ARRIAA]
K EBEBBIED B HEE -

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

K AABZFERIREDERARRENEENBARZ
B ERZSREBERRZAMEEEREFERELR
BB M BT AR RN EEME R Z5 -

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