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CORPORATE INFORMATION
NEIEH

EXECUTIVE DIRECTORS
Mr. Hung Tsung Chin
(resigned as Chairman but remained as an Executive Director
with effect from 18 August 2017)
Mr. Chen Wei Chun
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with effect from 30 November 2017)
Ms. Chen Mei Huei
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with effect from 18 August 2017)
Mr. Liao Wen |
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effect from 7 August 2017 and appointed as Chairman
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(resigned with effect from 7 August 2017)
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CORPORATE INFORMATION (Continued)
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Mr. Hung Tsung Chin
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Mr. Lau Yau Cheung (Committee Chairman)
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CORPORATE INFORMATION (Continued)
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PRINCIPAL BANKERS

Agricultural Bank of China Limited

Bank SinoPac

CTBC Bank Co,, Ltd.
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Taishin International Bank Co., Ltd.

AUDITOR
BDO Limited
Certified Public Accountants

LEGAL ADVISOR

Minter Ellison

SHARE REGISTRAR AND TRANSFER OFFICE

In Hong Kong

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17th Floor, Hopewell Centre
183 Queen'’s Road East, Wanchai
Hong Kong

In Taiwan

KGI Securities Co., Ltd.
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CHAIRMAN'S LETTER TO SHAREHOLDERS
ETRIBRFE

Dear shareholders,

On behalf of the board (the “Board”) of the directors (the “Directors”) of
Sandmartin International Holdings Limited (the “Company”, together with
its subsidiaries collectively referred to as the “Group”), | am pleased to
present the annual results of the Group for the year ended 31 December
2017.

For the Group, the year of 2017 was a challenging one as the financial
performance of the Group had underperformed due to several internal
and external factors. Internally, the Group has been restructuring its
manufacturing segments to improve staff utilization and to terminate
production lines with low efficiency. In anticipation of the booming and
progressive digitalization of the pay television market in India, some of the
production lines of the Group are moving to India. Further, the reallocation
of funding for the development of the satellite TV broadcasting business
adversely impacted the business performance of other segments of the
Group. Externally, the Group has been struggling with the changes in
product mix to cater to the latest market appetites and the ongoing
competition from other original equipment manufacturers, especially
those from the People’s Republic of China (“PRC").

During the year ended 31 December 2017, the Group has continued

to invest in the satellite TV broadcasting business which is correlated

to our manufacturing and trading of electronic products business. The
Group's 51%-owned subsidiary, My HD Media FZ-LLC ("MyHD") launched
the GOBX Project with Middle East Broadcasting Center (“MBC"), a
renowned broadcaster in Middle East since October 2016. The satellite
TV broadcasting business is still in the development stage to build up
customer bases by purchasing high quality and highly demand television
content and promoting them to new subscribers. It incurred substantial
amounts of programming costs including payment for content fees,
renting satellite transponders, purchase of set-top boxes and payment
for dealer's commission for marketing and promotion. As this satellite TV
broadcasting business is a long-term investment project and the high
running costs-per-subscriber before the subscription revenue achieved
break-even, the Group recorded a segment loss of HK$147,971,000 from
the satellite TV broadcasting segment for the year ended 31 December
2017.The Group expects the customer base to continue growing in the
coming years.
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CHAIRMAN'S LETTER TO SHAREHOLDERS (Continued)
ETRBBRRERE (&)

Meanwhile, the Group is looking for other potential business partners or N EFgIVeEMEBETERRHIIEEER
investors to cooperate with the Group in the satellite TV broadcasting AEBGEETHERERBESS - B8H
business. In particular, the Group entered into a strategic cooperation AEBR-_ZT—+tFT+_HERFTEBERR
agreement with TongFang Global Limited in December 2017 for the R BBE S 1R - AR FAMyHDEYVER B 5 iﬂiﬁ
distribution of television sets and SmartHome equipment in the Middle AR R Ab FEH [ 55 85 T AR # K2 SmartHome (%98
East and North Africa region by leveraging the existing distribution RE)RE BEI—F—K]EF MyHDIIR = gé
network of MyHD. In response to the “One Belt One Road Initiative”, —tF+AEPBEBBEHRE BRI LA ERZE
MyHD also entered into a cooperation agreement with China Educational LUBEBMyHDHE 2 ST E BEFESEEN P R - )8
Channels in October 2017 for the broadcasting of channels operated by KIEM ( [MEMA |) BERTEBIBRHEER A EE
China Educational Channels in the Middle East, Mediterranean and Africa Eo7ER el

("MEMA") region via the satellite broadcasting channels supplied by MyHD.

After nearly thirty years of development, the Group has become KB =T ENBERE AEBECKAEERENR
a trustworthy brand which distributes quality products and offers k& - EKE THHEBEER MEREESSREHN M
professional integration services for the pay television industry. We will MR- BMGEE DR SEREE RIS MR
continue to strengthen our brand through various brand management 180 AR R 2 -

strategies.

Lau Yau Cheung FE

Chairman 2l 4h 7
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS

EHBREREEENWED T

FINANCIAL HIGHLIGHT AND BUSINESS OVERVIEW

The Group recorded a significant decrease in gross profit from 10.17%

for the year ended 31 December 2016 to 4.97% for the year ended 31
December 2017 due to the subscription revenue of the satellite TV
broadcasting segment not being able to cover the substantial amount

of programming costs incurred for the satellite TV broadcasting business.
Programming costs included payment for content fees, renting satellite
channels and transponders and purchase of set-top boxes. The gross profit
margin of the Group excluding the satellite TV broadcasting segment
decreased from 14.24% for the year ended 31 December 2016 to 13.29%
for the year ended 31 December 2017.

MEDIA ENTERTAINMENT PLATFORM RELATED
PRODUCTS

In 2017, the Group's media entertainment platform related products
segment faced fierce market competition from other set-top box
manufacturers in the PRC and lost some of its purchase orders due to the
shortage of funding from the Group before the completion of the open
offer ("Open Offer") of the Company, which led to a 37.52% decrease in
revenue as compared with the year ended 31 December 2016. Other
reasons for the significant decline in segment revenue were as follows:

(i) The Group stopped shipment of goods to certain customers in
Morocco due to increase in their credit risk;

(ii) The delay in phase 3 and phase 4 digitalisation of pay TV in India,
which reduced the revenue from this new emerging market;
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EBBMENEERBNWED N (&)

(iif) Starting from the fourth quarter in 2017, the prices of raw materials
such as central processing units (“CPU"), integrated circuits (“IC")
and random access memory (‘RAM”) increased substantially due to
the shortage of wafers, a crucial material for the production of CPU
and IC.

- Segment revenue of media entertainment platform
related products was approximately HK$237,214,000
(2016: HK$379,652,000).

- Segment results from operations were approximately
HK$30,868,000 (2016: HK$12,325,000), which included
reversal of impairment loss on trade and other receivables
of HK$23,405,000 for the year ended 31 December 2017.

- Segment margin was 13.01% which increased by 9.76
percentage-point as compared with the segment margin of
3.25% for the year ended 31 December 2016.

Outlook

The market competition is even more fierce than before due to direct
competition from other set-top box manufacturers in the PRC, and the
substantial increase in prices of raw materials consequently reduced the
profit margin of our products in the end. Therefore, we are exploring new
markets for our future development, for example television digitalization
in India which would create a great opportunity for us to sell our television
set-top boxes, one of our main products in this segment.

OTHER MULTIMEDIA PRODUCTS

In 2017, the market competition remained intense, however the Group's
other multimedia products segment was able to deliver an increase in
revenue by 8.74% as compared with the year ended 31 December 2016.
Major products of this segment included high definition multimedia
interface ("HDMI") cables, multimedia accessories, external batteries and
retractable chargers. Segment results dropped by 23.52% due to the
decrease in profit margin for the electronic products amidst the fierce
competition in the industry.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EBBMENEERBNWED N (&)

- Segment revenue of other multimedia products was approximately
HK$260,280,000 (2016: HK$239,353,000).

- Segment results from operations were approximately
HK$18,335,000 (2016: HK$23,973,000).

- Segment margin was 7.04% which decreased by 2.98 percentage-
point as compared with the segment margin of 10.02% for the year
ended 31 December 2016.

Outlook

We are enhancing our product portfolio and developing new businesses.
One of our major projects is the business of original design manufacturing
production and distribution arrangement with a multinational technology
company of computer electronic equipment. We believe this project will
achieve fruitful growth for this segment.

SATELLITE TV EQUIPMENT AND ANTENNA
PRODUCTS

The launch of new models of satellite TV equipment in late 2016 and the
optimization of product mix maintained the profitability of this segment,
with a decrease of 16.18% in revenue but with a slight increase of 1.93%
in segment results compared with the year ended 31 December 2016.
Low noise blocking down converters (“LNB") remained one of the major
products of this segment, and North America was our largest market for
revenue contribution.

- Segment revenue of satellite TV equipment and antenna products
was approximately HK$980,263,000 (2016: HKS$1,169,525,000).

- Segment results from operations were approximately
HK$106,425,000 (2016: HK$104,407,000).

- Segment margin was 10.86%, which increased by 1.93 percentage-
point as compared with the segment margin of 8.93% for the year
ended 31 December 2016.

Outlook

For the year ended 31 December 2017, the profitability of this segment
showed a slight growth. LNBs are receiving devices mounted on satellite
dishes used for reception, which collect radio waves from the satellite
dishes and facilitate the transmission of satellite television signals. We
believe this product will continue to grow gradually in this segment.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EBBMENEERBNWED N (&)

SATELLITE TV BROADCASTING

The significant loss from operations in this segment was due to the
acquisition of MyHD, a limited liability company incorporated in Dubai,
United Arab Emirates which had become a 51%-owned subsidiary of the
Company since 5 July 2016. MyHD is headquartered in Dubai Media City. It
is principally engaged in the business of providing Direct-to-Home satellite
television broadcasting services in 22 countries in MEMA, which has 60
million households. The satellite TV broadcasting business of MyHD is

still in its development stage of building up its customer base and MyHD
incurred significant losses due to the high running costs per subscriber
before subscription revenue reached break-even. Although the market for
satellite TV broadcasting remained competitive during 2017, the segment
still successfully increased its market share, which led to a 470.68%
increase in revenue as compared with the year ended 31 December 2016.

- Segment revenue of satellite TV broadcasting was approximately
HK$65,862,000 (2016: HK$11,541,000).

- Segment losses from operations were approximately
HK$147,971,000 (2016: HK$69,670,000).

- Segment loss margin was 224.67% which decreased by 379
percentage-point as compared with 603.67% for the year ended 31
December 2016.

Outlook

With the successful launch of GOBX in October 2016, GOBX will be a
growth factor for the satellite pay television business of MyHD in the
MEMA region. Based on past historical information of the number of
subscribers, the number of subscribers of MyHD has been increasing after
the launch of GOBX project in Saudi Arabia in collaboration with MBC, one
of the largest television operators and content providers in the Middle
East.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EBBMENEERBNWED N (&)

Based on the Company'’s investment experience in Dish Media Network
Limited (the "Dish Media"), a pay television operator in Nepal (which

is owned as to approximately 47.12% by the Company), and its market
knowledge in MEMA, the pay television operations is a capital intensive
investment project, which requires large amounts of funding in its initial
stage of investment and takes several years to develop localised content
and subscriber base before it turns into a cash cow business. We believe
that the subscribers of the satellite TV broadcasting business in MEMA will
continue to grow.

GEOGRAPHICAL RESULTS
AFRICA

- Segment revenue for Africa for the year ended 31 December
2017 was approximately HK$12,973,000, as compared with
the year ended 31 December 2016 which was approximately
HK$71,794,000.

- 81.93% drop in segment revenue as compared with the year ended
31 December 2016.

- Africa’s portion accounted for approximately 0.84% of the Group's
total revenue for the year ended 31 December 2017 (2016: 3.99%).

ASIA

- Segment revenue for Asia for the year ended 31 December
2017 was approximately HK$176,252,000, as compared with
the year ended 31 December 2016 which was approximately
HK$268,484,000.

- 34.35% drop in segment revenue as compared with the year ended
31 December 2016.

- Asia’s portion accounted for approximately 11.41% of the Group's
total revenue for the year ended 31 December 2017 (2016: 14.90%).

EUROPE

- Segment revenue for Europe for the year ended 31 December
2017 was approximately HK$198,355,000, as compared with
the year ended 31 December 2016 which was approximately
HK$157,281,000.

- 26.12% growth in segment revenue as compared with the year
ended 31 December 2016.

- Europe’s portion accounted for approximately 12.84% of the
Group's total revenue for the year ended 31 December 2017 (2016:
8.73%).

R IE A A B A Dish Media Network L|m|ted (TDish
Media | ) (—FEJEA}TE/EEEE'JJW%% Erg - HER
AR B 4947 1 2% )Z&éﬁ%&%’i&,ﬁtﬁ/\MEMA
iGN WEEGREEREATEREEE
ERRENTEEETBEAEE S MR EBREFER
BRERNMACABMBEER UK AAELRYIR
EREB - RMBEEMEIMAG EEERGS XL Z
AEBIHEEE-

i 35 7 BB SR AR
FEM

— REBEZE_FE—+F+-_A=+—HILFEIHF
AH"*BM&U\ #49512,973,0008 70 MEE—F
—RNF+ - A=+—BIEFELAE71,794,000
I e

- PHUAEBE—"ZT—RF+=-_A=+—H
1 FE AL 481.93% ©

— REE-_ZE—+F+_A=+—HBILFEF
INEB DG AR EE B U A #90.84% ( Z T —7X

F:399%) o

M

- REBE-_ZEZ—+FE+-_A=+—RBIFE
25 D UL A A 55176,252,00058 7T+ 1 &L
ECE-RFE+-_A=+—BIEELA
268,484,000/ JT °

- PHUAEFEE TR F+_-_A=+—H
1 FE AR LR 434.35% o

— REZE_ZE—+F+-A=+— EJtiFEE
MEB R (R AR E BB AL1.41% (ZF—K
£F:1490%) °

BOM
REBE-_ZE—+FE+-_A=+—RBIFE

BUM 5> SR UL A 49 A5198,355,00078 7T + T &L
ECE-RE+A=+—RIEENA
157,281,00078 JT °

- DEWAEHEE T
Jtifmtti‘ﬁzmz%

- REEZZT—tF+_A=+—HLEFER
INEB DG AR EE LU AH12.84% (ZF— X
£ :873%) °

—AFF=A=+—H

Sandmartin International Holdings Limited 22 55 T EIBR =R AR 2 7
2017 Annual Report & 3R



BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERBENRETEENWED T (&)

MIDDLE EAST PR

- Segment revenue for the Middle East for the year ended 31 — REBEZZE—tF+_A=1+—HILFER
December 2017 was approximately HK$96,091,000, as compared OB 145()\2']/%96 091,000 7L MEE_F
with the year ended 31 December 2016 which was approximately —RNFTZ A=+ —HBIEFELE62,522,000
HK$62,522,000. BT
53.69% growth in segment revenue as compared with the year - DERAEBE T —RF+_A=+—H
ended 31 December 2016. LIEFE AR R 53.69% ©
the Middle East’s portion accounted for approximately 6.22% of the - REBEZE—tF+_A=1+—HILFEH
Group's total revenue for the year ended 31 December 2017 (2016: RO ANEBRBUAL22% (ZF—R
3.47%). F:347%) °

NORTH AMERICA 3t M

Segment revenue for North America for the year ended 31
December 2017 was approximately HK$1,000,050,000, as compared
with the year ended 31 December 2016 which was approximately
HK$1,148,707,000.

12.94% drop in segment revenue as compared with the year ended
31 December 2016.

North America’s portion accounted for approximately 64.73% of
the Group's total revenue for the year ended 31 December 2017
(2016: 63.76%).

SOUTH AMERICA

Segment revenue for South America for the year ended 31
December 2017 was approximately HK$59,491,000, as compared
with the year ended 31 December 2016 which was approximately
HK$90,364,000.

34.17% drop in segment revenue as compared with the year ended
31 December 2016.

South America’s portion accounted for approximately 3.85% of the
Group's total revenue for the year ended 31 December 2017 (2016:
5.02%).

- REBEE_T—+tF+-A=1+—HLFE
it%)ll“*lﬂ&)\i’w% ,000,050,000/8 7T * &,
E-T-RF+-_A=+—HILFEHA
1,148,707,000/%8 JT

- DHYAEFE —_E—RF+_A=+—H
LIEFE LR 2212.94% °

- REBEE_T—+tF+-A=1+—HLFE
b FEME D (A EBBRRAL6473% (=F
— N 63.76%) °

EEY

- REBE_T—+tF+-A=1+—HLFE
& 3 M 2 2RI A 49 A559,491,00058 7T » T &L
EZT-RF+ZA=+—RHLFELHNE
90,364,000/ 7T °

- DERAEFE T F+-_A=+—8
IEFERLL R A34.17% ©

- EAﬁK—ﬁ—tiJr—ﬁ:Jr—EtiFﬁ
FEMEBH R AEBE LU ALI385% (ZF—X
F:502%) °
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Outlook

As our business in Europe, North America and Middle East have continued AREMERM EEZEMRPRNEHBBEEER
to attain good performance and share more of our Group's revenue, we HHRRMOMEEZAREEHKA - BB MER
shall focus in these regions in future. BEsREtipE-
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EBHRENEERBNWED N (&)

OPEN OFFER

On 20 March 2017, the Company announced an Open Offer of
1,967,295,201 open offer shares (the "“Open Offer Shares”) on the basis of
three Open Offer Shares for every two shares of the Company then held
on the 12 May 2017 at the subscription price of HK$0.12 per Open Offer
Share. The completion of the Open Offer took place on 19 July 2017.
1,967,295,201 Open Offer Shares were allotted and issued pursuant to the
Open Offer and the net proceeds after deduction of expenses from the
Open Offer were approximately HK$223.7 million which was intended

to apply for such net proceeds as to (i) HK$138.5 million for repayment
of bank and other borrowings of the Group; (ii) HK$67 million for the
development of the Direct-to-Home satellite television service in MEMA,;
and (iii) HKS$ 15 million for general working capital of the Group as set out
in the prospectus of the Company dated 28 June 2017 (the “Prospectus”).

Details of the Open Offer were disclosed in the announcements of the
Company dated 20 March 2017, 15 June 2017 and 18 July 2017; the
circular of the Company dated 24 May 2017; and the Prospectus.

NHBE

R-ZZE—+F=ZA-+H AQRASHAHEE
1,967,295 201 R AFAEER D ([ARAEERMK])
AN -_ZT—+tFRA+-_HEHEEMBAR
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AABERMI2BETL - ARBEER S —tF
A+ NBETEK 1,967,295 200 R AAEERHDE
BB NSRS KT IKRAENRMAE
EFT1S FIBF 5B 4 5223,700,00058 7T AR A # 15
ZEMSFIEFERHOARFTERE-T—+
FRNAZTN\BNERER ([ERER]) FEO)
138,500,000/ T AN EE RN EE 2 R1TT R EME
B 1 (i) 67,000,000/ T AR TEMEMAB R EE AER
B BERIR (i) 15,000,000 7 AEANEE 2 —
REEES-

AABRENFBREERARAARA-_ZT—tF
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FINANCIAL REVIEW
LB 3CI

REVENUE

Revenue for the year ended 31 December 2017 was approximately
HK$1,544.8 million, representing a decline of 14.25% compared with
approximately HK$1,801.5 million for the year ended 31 December 2016.
The decrease in revenue was mainly due to the underperformance of the
Group’s media entertainment platform related products segment during
the year.

LOSS ATTRIBUTABLE TO SHAREHOLDERS

Loss attributable to shareholders of the Company was approximately
HK$105.8 million for the year ended 31 December 2017 representing an
increase of 36.16%, compared with approximately HK$77.7 million for year
ended 31 December 2016. The loss mainly arose from the loss absorbed
from the Group's satellite TV broadcasting segment as the subscription
revenue was not able to cover the programming costs of the satellite TV
broadcasting.

LOSS PER SHARE

Calculation of basic loss per share for the year ended 31 December 2017
was based on the loss attributable to shareholders of the Company and
the weighted average number of 2,352,317,330 (2016: 1,457,505,237 as
restated) ordinary shares in issue during the year. Basic loss per share was
4.5 HK cents for 2017, as compared with 5.3 HK cents as restated for the
year ended 31 December 2016.

FINANCE COSTS

The Group's finance costs for the year ended 31 December 2017 was
approximately HK$27.2 million, compared to approximately HK$14.7
million for the year ended 31 December 2016. The increase in finance costs
was mainly due to the increase in the average interest rates in bank and
other borrowings.

INCOME TAX

Income tax for the year ended 31 December 2017 was approximately
HK$8.8 million (2016: HKS14.6 million).
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FINANCIAL REVIEW (Continued)
FH Bl RE (&)

NET ASSET VALUE PER SHARE

Calculation of net asset value per share was based on the net asset value of
the Group of HK$316.8 million (2016: HK$282.1 million) and 3,278,825,335
ordinary shares issued at 31 December 2017 (2016: 1,311,530,134 ordinary
shares). Net asset value per share at 31 December 2017 was HK$0.097
(2016: HKS0.215).

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2017, the overall cash and cash equivalent of the Group
was HK$132.4 million (2016: HK$76.1 million). The Group's major financial
resources was derived from cash generated from financing activities and
internal generated cash flow.

The Group's current ratio (ratio of current assets to current liabilities) was
0.93 as at 31 December 2017 (2016: 0.80).

As at 31 December 2017, the Group's total borrowings were approximately
HK$402.4 million (2016: HK$402.8 million). The gearing ratio (total
borrowings over total assets of the Group) increased from 30.45% as at 31
December 2016 to 31.25% as at 31 December 2017.

USE OF PROCEEDS FROM THE OPEN OFFER

As stated in the Prospectus, the Company intended to apply the estimated
net proceeds from the Open Offer of approximately HK$220.5 million from
the Open Offer as to (i) HK$138.5 million for repayment of bank and other
borrowings of the Group; (ii) HK$67 million for the development of the
Direct-to-Home satellite television services in MEMA; and (iii) HK$15 million
for general working capital of the Group.

On 19 July 2017, the Company received net proceeds from the Open
Offer in the sum of approximately HK$223.7 million after deduction of the
relevant expenses.
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FINANCIAL REVIEW (Continued)
FH Bl RE (&)

As at 31 December 2017, an accumulated amount of approximately
HK$222.2 million of the net proceeds from the Open Offer was utilized

in accordance with the intended use as stated in the Prospectus. The
Company used (i) approximately HK$136 million for repayment of bank
and other borrowings of the Group; (i) approximately HK$67.3 million
for the development of the Direct-to-Home satellite television services in
MEMA; and (iii) approximately HK$18.9 million for general working capital
of the Group. As at 31 December 2017, the unutilized net proceeds from
the Open Offer was approximately HKS1.5 million and will be used as
general working capital of the Group.

CHARGES ON ASSETS

As at 31 December 2017, the Group's general banking facilities including
bank loans and other borrowings were secured by the following assets
of the Group: (i) bank deposits of HK$66,000, (ii) property, plant and
equipment with a carrying value of HK$123.0 million, (iii) investment
properties of HK$73.7 million, (iv) trade receivables of HK$131.6 million,
(v) inventory of HK$206.4 million, (vi) assets classified as held for sale of
HK$97.4 million and (vii) pledge of the Company's interest in Pro Brand
Technology, Inc.

FOREIGN EXCHANGE EXPOSURE

The Group's sales and purchases were denominated mainly in US dollars
and Renminbi ("RMB"). The Group was exposed to certain foreign currency
exchange risk but it does not expect future currency fluctuations to cause
material operation difficulties on the ground that the recent pressure
from appreciation of RMB was manageable. However, management
continuously assesses the foreign exchange risks, with an aim to minimise
the impact of foreign exchange fluctuations on business operations.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at 31
December 2017 (2016: Nil).
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FINANCIAL REVIEW (Continued)
Br¥5EIRE ()

LITIGATION

(1)

HCA 2948/2016

On 29 November 2016, the Company was served a writ of
summons (“Writ 1”) taken out by Zhi, Charles, as the Plaintiff (the
“Plaintiff”) against (i) Mr. Hung Tsung Chin (an executive director),
(i) Ms. Chen Mei Huei, (i) Mr. Liao Wen |, (iv) Mr. Akihiro Nagahara
("Mr. Nagahara”), (v) Mr. Sia Meow Leng, (vi) the Underwriter

and (vii) the Company (collectively “Writ 1 All Parties”) as the
defendants under action number HCA 2948/2016 in the High Court
of Hong Kong (the “Court”). Details of Writ 1 are set out in the
announcement of the Company dated 29 November 2016.

On 17 May 2017, the Company’s legal representative received a
facsimile from the Official Receiver's Office informing the Company
that the Plaintiff was adjudged bankrupt (the “Bankrupt”) on

26 April 2017 in HCB No. 5395/2016 and the Official Receiver

was appointed as the provisional trustee of the property of the
Bankrupt. The Official Receiver stated that under section 12(1)

and 58(1) of the Bankruptcy Ordinance (Cap 6), on the making

of a bankruptcy order, all the property of a bankrupt including

all things in action shall vest in the Official Receiver. The effect of
the bankruptcy order is that the Bankrupt was divested of and
ceased to have any interests in either his assets or his liabilities.
The Bankrupt would have no locus to commence or proceed with
the Proceedings unless the Official Receiver agreed to assign the
right of action to him. The Official Receiver also stated that, after
considering all of the relevant documents, it would not adopt the
proceedings under action number HCA No. 2948/2016 in the Court.

At the hearing held on 19 May 2017, after considering the

notice of discontinuance filed by the Bankrupt, the stance of the
Official Receiver and the submissions of the Company’s legal
representatives, the Court dismissed the court action under
action number HCA 2948/2016 against the Company, Hung Tsung
Chin, Chen Mei Huei and Liao Wen | with costs to be paid by the
Bankrupt.

B

(1)

HCA 2948/2016
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FINANCIAL REVIEW (Continued)
Br¥5EIRE ()

(2)

(3)

HCA 3346/2016 (2)

On 22 December 2016, the Company was served a writ of
summons ("“Writ 2") taken out by the Plaintiff against (i) Mr. Hung
Tsung Chin, (i) Ms. Chen Mei Huei, (iii) Mr. Liao Wen |, (iv) Mr.

Frank Karl-Heinz Fischer, (v) Mr. Chen Wei Chun (an executive
director), (vi) Yuming Investment Management Limited and (vii) the
Company (collective “Writ 2 All Parties”) as the defendants under
action number HCA 3346/2016 in the Court. Details of Writ 2 are
set out in the announcement of the Company dated 22 December
2016.

The Company has been notified by the Company’s legal
representative that on 20 September 2017, the Court made an
order by consent that, among other things, the proceedings
against the Company, Hung Tsung Chin, Chen Mei Huei and Liao
Wen | be dismissed with costs of the proceedings be paid by the
Plaintiff, to be taxed if not agreed.

HCMP 284/2017 (3)

On 11 February 2017, the Company was served a writ of summons
("Writ 3") taken out by the Plaintiff, Kim Sungho, Kim Kyungsoo,
Lim Hang Young and Joung Jong Hyun as the plaintiffs (the “Writ
3 Plaintiffs”) against the Company, the executive directors of the
Company, the auditor of the Company and other party as the
defendants (the “Writ 3 Defendants”) under action number HCMP
284/2017 in the Court. Details of the Writ 3 are set out in the
announcement of the Company dated 13 February 2017.

On 10 April 2017, the Company was served a summons under
action number HCMP No.284/2017 taken out by the Writ 3
Plaintiffs against the Writ 3 Defendants (“Summons”). Details of the
summons are set out in the announcement of the Company dated
11 April 2017.

At a Court hearing held on 13 April 2017, the application by

Zhi Charles ("1st Plaintiff”) for an injunction order pursuant to
Summons was dismissed by the Court with costs payable by the
Tst Plaintiff to the Writ 3 Defendants, including the Company, who
were present at the hearing.
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FINANCIAL REVIEW (Continued)
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(4)

(5)

HCCW 90/2017 (4)

On 23 March 2017, the Company was served a winding-up
petition (the “Petition”) dated 23 March 2017 filed by Zhi, Charles
("Petitioner”) against the Company, directors of the Company and
other party ("Respondents”) in the proceedings in HCCW 90/2017.
Details of the Petition are set out in the announcement of the
Company dated 24 March 2017.

On 29 March 2017, a striking-out summons was filed by the
Company to apply for an order to strike out the Petition in the
Court. On 21 April 2017, the Petition was struck out and the
proceedings therein was dismissed by the Court.

HCMP 1044/2017 (5)

The Company was served an originating summons under section
740 of the Companies Ordinance (Cap.622) (“Summons 2") on

5 May 2017 filed by Fung Chuen as the plaintiff (“Summons 2
Plaintiff’) against the Company as the defendant under action
number HCMP No.1044/2017 in the Court. Details of Summons

2 are set out in the announcement of the Company dated 5 May
2017.

In the Summons 2, the Summons 2 Plaintiff applied to the Court
for, among others, the following orders (the “Application”):

(i) The Summons 2 Plaintiff and/or his authorized agent be
authorized to inspect and make copies of the documents in
relation to the investment in Dish Media and the Debtors;

(i) The Summons 2 Plaintiff and/or his authorized agent be
authorized to inspect and make copies of the documents in
relation to the investment in MyHD; and

(iii) The Summons 2 Plaintiff and his authorized agent be
authorized to inspect and make copies of the documents in
relation to the open offer announced by the Company on
24 October 2016 and the Open Offer.

HCCW 90/2017
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FINANCIAL REVIEW (Continued)
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The Company was advised by its Hong Kong legal advisers

in relation to the aforesaid litigation of the Group that if the
Application is granted by the Court, the likely orders which would
be made by the Court are that the Summons 2 Plaintiff and its
authorised agent will be entitled to inspect and make copies of
the requested documents (in full or in part), and that the Company
shall pay costs of the Application to the Summons 2 Plaintiff (to be
taxed if not agreed).

Pursuant to the order of the Court dated 17 October 2017 (the
“Order dated 17 October 2017"), it was ordered that the Company
shall produce to the Summons 2 Plaintiff those documents listed in
the schedule of the Order dated 17 October 2017. On 27 October
2017, the Company filed a notice of appeal ("“Notice of Appeal”) to
the Court for a stay of execution of the Order dated 17 October
2017 pending the final determination of the appeal.

On 15 December 2017, the Court held that the appeal had no
reasonable prospect of success and ordered that the Company’s
application for stay be refused but that the time for the Company
to comply with the Order dated 17 October 2017 be extended to 5
January 2018.

On 22 December 2017, the Company amended its Notice of
Appeal and applied to the Court of Appeal of Hong Kong for a stay
of execution of the Order dated 17 October 2017 pending final
determination of the appeal (“Stay Application”). Pursuant to order
dated 22 December 2017, an interim stay of the Order dated 17
October 2017 pending determination of the Stay Application was
granted.

The Stay Application is now scheduled to be heard on 17 April
2018.

Sandmartin International Holdings Limited 2 5 T BEIFR 2 R H R A A
2017 Annual Report & 3§

ARBEEFBEZREMEAN L RE
BEFEAT & © fWEBT it/ FRFE VAR AT RE 7B
SHEFVREAREERREGRRENE
ENFrE eyt (2B BP1D) - MARRZA
AERIREAXNBFNER (HTEK
1% Rl R ABE B/ E ) ©

REBZRE AR/ T —EtF T AT EANH
S (IZF—tF+ATERAERmS])  H
BMEARRARNFERREARR -ZE—+
FHATERZRBSHMERFIHNZE

- R-_T—tF+A-+ER ARFEM
EbteX LR ME ([ LFREME])  $5E
HWEHT _ZT—tFTATERZERS <
HEELHRBERRERRBILL-

R-Z—tF+-_A+HB ERAR/LF
BLEBHRE YHRSARRZHERS
WL BEARAREF_E—+F+ A+t
xRS EATEEE —T— \F—A
fAH-

RZE—tF+=-A=+=8 XRAEFT
FHRBAE WAEBLFERABEHER
T-ZE—+tF+A+EBERDS HEEL
FERKERABLE ([HEBRE]) - BEAH
AZE—+F+ A+ ZHEER®S
ERBE_T—+tF+ATEEERDS
EHERETRAILESGIE-

WERFRAN_ZE-N\FHA+LERE
Ho



FINANCIAL REVIEW (Continued)
Bt IS EIRE (&)

(6)

HCCW 207/2017

On 6 July 2017, the Company was served a petition for winding-
up dated 5 July 2017 ("Winding-Up Petition”) filed by Fung
Chuen ("Winding Up Petitioner”) against the Company (“1st
Winding-Up Respondent”), Mr. Hung Tsung Chin (“2nd Winding-
Up Respondent”) and Ms. Chen Mei Huei (“3rd Winding-Up
Respondent”) in the proceedings HCCW No.207/2017.

Pursuant to the Winding-Up Petition, the Winding Up Petitioner
petitioned for (i) an order that the Company be wound up by the
Court under section 327(3)(c) of the Companies (Winding-Up and
Miscellaneous Provisions) Ordinance (Cap.32) of the Laws of Hong
Kong; (i) an order that a liquidator be appointed by the Court to
investigate into the affairs of the Company upon the winding-up
of the Company; (iii) an order that the 2nd and/or 3rd Winding-

Up Respondents do account to the Company for such payments

or dispositions which they had procured to be made for their own
benefit and/or for the benefit of entities substantially owned or
controlled by them and or other than for the Company'’s proper
purpose and operation of its business; (iv) an order that costs of the
Petitioner and the Company be paid by the 2nd and 3rd Winding-
up Respondents and (v) such other order as the Court thinks fit and
appropriate.

On 10 July 2017, a summons to apply for a validation order was
issued by the Company, 2nd and 3rd Winding-Up Respondents. At
the hearing held on 17 August 2017, a validation order was granted
by the Court on the terms as follows: the following disposition of
property and transfer of shares of the Company shall not be void by
virtue of the provisions of section 182 of the Companies Ordinance
(Cap 32) of Laws of Hong Kong: (a) payment made (or to be made)
into and out of the Company's bank account in the ordinary course
of business of the Company between the date of presentation of
the Winding-Up Petition and the date of judgment on the Winding-
Up Petition; (b) disposition of property of the Company made (or
to be made) in the ordinary course of business for proper value
between the date of presentation of the Winding-Up Petition and
the date of judgment on the Winding-Up Petition; and (c) allotment
and issuance of 1,967,295,201 shares of the Company pursuant to
the Open Offer and use of the proceeds from the Open Offer by the
Company. The Court has also ordered the Winding-Up Petitioner

to pay the costs of the validation order to the 1st, 2nd and 3rd
Winding-Up Respondents.

(6)

HCCW 207/2017
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FINANCIAL REVIEW (Continued)
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On 30 August 2017, the Company applied for another validation
order under section 182 of the Companies Ordinance (Cap 32) of
Laws of Hong Kong, which provides that any transfer of the shares
of the Company shall not be void by virtue of the said section. The
validation order was also granted by the Court on 25 October 2017.
On 4 December 2017, the Company filed and served its points of
defence (“Points of Defence”) of the 1st Winding-Up Respondent.
On 11 December 2017, the 2nd and 3rd Winding-Up Respondents
filed and served the Points of Defence of the 2nd and 3rd Winding-
Up Respondents. Pursuant to a consent order dated 31 January
2018, the Winding-Up Petitioner should file and serve his points

of reply (“Points of Reply”) to the Company’s Points of Defence on
5 February 2018. As at the date of approval of the consolidated
financial statements, the Winding-Up Petitioner has yet to file and
serve his Points of Reply and has yet to apply for a time extension
for the same to be filed out of time.

The case management hearing is now scheduled to be heard on
25 April 2018, during which the Court will set down the procedural
timetable for the parties to comply with under the Winding-Up
Petition. It is expected that it would take approximately 1-2 years
(depending upon the Court's schedule) before the Winding-Up
Petition would be set down for the substantive hearing.

ARBITRATION

On 29 September 2011, the Group entered into a conditional agreement
(the "Agreement”) with an independent individual third party (the
“Original Shareholder”) and Technosat Technology JLT FZE (“Technosat”, a
company incorporated in Dubai, which was wholly owned by the Original
Shareholder), to subscribe for 375 new shares in Technosat at a cash
consideration of US$7,500,000 (equivalent to HK$58,170,000), amounting
to 15% of Technosat's enlarged capital. Technosat is set up to be engaged
in operation of digital TV and radio platform, pay TV channel, and sales and
supply of TV set top boxes.
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As at 30 June 2012, the Group had paid a deposit of US$2,500,000
(equivalent to HK$19,467,000) to Technosat to acquire new shares in
Technosat which was fully provided for impairment in prior year. Pursuant
to the terms of the Agreement, the Group is required to pay a further
US$5,000,000 in relation to the subscription of this 15% equity interest

in Technosat. The subscription is not yet completed up to the date of
approval of this report as the conditions precedent of the subscription

of new shares in Technosat including the consent and approval by
government authority in Dubai has not been fulfilled.

Despite the Group's repeated request for information, there were

no satisfactory response from the Original Shareholder or Technosat
("Counterparties”) regarding the current status and the procurement of
obtaining government approval from the government authority in Dubai.
The Group has engaged legal counsel to act for the Group and started
dispute resolution proceedings against the Original Shareholder and
Technosat.

On 21 January 2013, the legal counsel of the Original Shareholder and
Technosat served a notice to the Group’s legal counsel for a claim on the
further payment of US$5,000,000 in relation to the subscription of this 15%
equity interest in Technosat.

The Group's legal counsel has replied on behalf of the Group on 11
February 2013 in response to the claim of the Original Shareholder and
Technosat defending the claim as the directors of the Company consider
such claim invalid, as the conditions precedent of the subscription of new
shares in Technosat has not been fulfilled and constituted a breach of the
Agreement.

The Group's legal counsel had repeated request on the Original
Shareholder and Technosat to commence the next step on mediation, but
there was no satisfactory response from the legal counsel of the Original
Shareholder and Technosat up to the dealing set by August 2014. At the
date of approval of this report, the Group's legal counsel confirmed that
there was no update on the arbitration.
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CORPORATE GOVERNANCE REPORT
EERKE

The Group continues to improve its corporate governance practices,
emphasizing the attainment and maintenance of a quality Board, sound
risk management and internal controls, and high transparency and
accountability to the shareholders of the Company (“Shareholders”).
The Board and the management are committed to the principles of
good corporate governance consistent with prudent management

and enhancement of shareholder value. The Board believes that good
corporate governance will bring long-term benefits to the Shareholders
and the Group.

During the year ended 31 December 2017, the Company has applied the
principles and has complied with the code provisions of the Corporate

"
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Governance Code (“Code Provision(s)") as contained in Appendix 14 of the
Rules Governing the Listing of Securities (the “L