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107 £12 A 31 8 106 412 A 31 8
* ® & wOA & M & %
EREEE
BEWEEE $ 5,768 $ 177,165 $ 6,002 $ 184,352
R E ~ BEREME 7,537 231,499 9,103 279,599
ibdp R 197 6,051 213 6,542
TR 2R 101 3,102 35 ' 1,075
FEREE A A 13,603 417,817 15,353 471,568
WEEE ‘
# " 2,550 78,323 3,074 © 94,418
JE MR 2R R A T R - 13,512 415,021 14,759 453,323
B Bl — B A 23 706 24 737
BABRHRRRASL 93,945 2,885,521 104,827 3,219,761
W E E A 110,030 3,379,571 122,684 3,768,239
R AR
JEAT IR 2R R H A AT 2R 19,156 588,376 20,639 633,927
A Atk 141 4,331 - -
JEATFRAFH, 3,505 107,656 4,189 128,664
W A A : : 22,802 700,363 24,828 762,591
WEE A TR - 87,228 2,679,208 97,856 3,005,648
WEERASAE (FFE) $ 100,831 $ 3,097,025 $ 113209 $ 3477216
A % :
A& ES $ 1,057 $ 32466 . $ 1,058 $ 32497
% # 99,774 3,064,559 112,151 3,444,719
A 48R $ 100,831 $ 3,097,025 $ 113209 $ 3,477.216
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# 4 % E % (US$1: NT$30.715) # % - |
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F E R & & & R ¥
107 US$1 : NT$31.100 US$1 : NT$29.045 US$1 : NT$30.175
106 US$1 : NT$32.235 US$1 : NT$29.760 US$1 - NT$30.410
105 US$1 : NT$33.765 US$1 : NT$31.185 US$1 : NT$32.239

(2MBEFEMEHTESAMRAR 1085 3 A 208 B ZRE)

;
%gﬁfﬁut%
. %

WA BERAES . FHEF D RRRE
&5 o s X
% RARS % R ALy



AE BB R

BRHA 107 % & 106 1 A 18 2 12 A 31 A

B hEREBSRS B E
2R H e AT
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B ¥ $ 69,703 $ 2,140,928 $ 87,329 $ 2,682,310
&5 & A ( 51,760) (_1,589,808) ( 62,076) (__1,906,664 )
E 17,943 551,120 25,253 775,646
H bl 3 RAR K 4,027 123,689 ( 2,199) ( 67,542)
A4 A A ( 1,635) ( 50,219) ( 1,896) ( 58,236 )
%12 % R ( 9590) (  294,557) ( 12,881) (  395,640)
MRERER ( 1,532)  ( 47,056) ( 1,520) ( 46,687 )
HRAMBERNZHBOEREH S - - 867 26,630
AT 1A 9,213 282,977 7,624 234,171
RIS E A ( 1,505) ( 46,226) ( 1,844) ( 56,638 )
A E L EA 7,708 236,751 5,780 177,533
Bt AIE S
BETHRENHEEBZZESR
B EMAEMTERERE 2 R
éz,a ( 2,140) (  65730) 2,366 72,672
l S MR 2 IR E R - - 4,209 125,279
gw %A ( 2,140) ( 65,730) 6,575 201,951
$$ﬁ e*' BH $ 5,568 $ 171,021 $ 12355 $ 379,484
HEREBHR (Ren  MeHr)
AAREBREHR $ 0.94 $ 0.29 $ 0.7 $ 0.22
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: 107 - US$1 : NT$31.100 US$1 : NT$29.045 US$1 : NT$30.175
106 US$1 : NT$32.235 US$1 : NT$29.760 US$1 : NT$30.410
105 US$1 : NT$33.765 US$1 : NT$31.185 US$1 : NT$32.239
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107 % & 106 % &
£ ¥ 4 #® % £ ¥ 4 e
BLEHLIRALRE
AT A $ 9,213 $ 282977 $ 7,624 $ 234171
FEEAER
BN ( 1,879) ( 57,713} ( 1,381) ( 42,417)
BERAGENE 234 7,187 234 7,187
o E -~ BBEABRBIRE 2,659 81,671 2,675 82,163
BARGE - BEREHEL 16 491 355 10,904
X Mg SR 6 184 6 184
HBARABEL (88) 117 3594 ( 209) ( 6,419)
HEFIREY ( 39) ( 1,198) { 114) ( 3,502)
RoMBMAOEEL - - 4,209 129,279
BAMBLRIZHBOERTE
# 3% - - | 867) 26,630 )
PEELEYON 2B ERLRE 10,327 317,193 12,532 384,920
BERY 274 8,416 1,763 54,151
B IR AR R H A B R (3 40) ( 761) 23,374) 4,482 137,665
Fob B MR~ B 45 A3 o - - 2y ( 61)
Y BIEH 145 4,454 - -
JEATHE B R H AT ok ( 764) 23466) ( 1870) ( 57437 )
BEELZHLHN 9,221 283,223 16,905 519,238
AP B R EAER ( 2101) ¢ 64,532) ( 1184) ( 36,367 )
BEEGZFREAN 7,120 218,691 15,721 482,871
BEFGZHRERE
B Z A & 1,879 57,713 1,381 42,417
BBAGE - BERE ( 1469) ( 45120) ( 169) ( 5,191)
FEAF 3R 2RI Ao ( 100) 3,070)  ( 1,989) ( 61,092)
BAAREE - BB RERBER - - 1 31
FEBRRBA L2 UM L2 25 - - 1,840) ( 56,516 )
BEFGZHFRAABAN (H) 310 9523 2616) ( 80,351 )
EREHZRAAE
X AT BEA ( 17,842) ( 548,017) ( 17,999) ( 552,839 )
B A ( 80) ( 2,458 ) - -
EEEHTERLRE ( 17,922) ( 550475) ( 17,999) 552,839 )
REBRAEREERD ( 10,492) ( 322,261) ( 4,894) ( 150,319)
£ MRAERYE ALK 104,827 3,219,761 109,020 3,348,549
Exggz 34 ( 390) ( 11,979) 701 21,531
ERRERYE D4R $ 93,945 $ 2885521 $ 104,827 $ 3219761
BB oA
BERBATHR $ 93 945 $ 2.885521 $ 104,827 $ 3219761
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BB T8
wEERELE € S BRI B &
RE 107 # 12 8 31 8
By o e BaFa o ik
BREKRAE A
107 /% 106 %%
wmrEREH wmPERB
®RE B M T ®"EF BN il ES
#wOE R A MHWEHE LM IFRSs % E A WHE LM IFRSSs
K5 B % Heoem  (R) % ¥ 235 % HELHE OB (KR HHELHE %
4000 B EdEA $2,140,928  $ - $2,140,928 100 $2,682,310 $ - $2,682,310 100
5000 B EmA (_1,589,808) - (_1,589,808) (_74) (_1,906,664) - (_L906,664) (_71)
5900 BELA 551,120 - 551,120 26 775,646 - 775,646 29
BEER
6100 & ER ( 50219) - (. 50219) ( 2) (  58236) - 58236) ( 2)
6200 FREM (294,557 1,812 ( 292,745) ( 14) ( 395,640) 88614  ( 307,026) ( 11)
6300 MEFEER (__47,056) - (__47056) (_2) (__ 46687) - (__46687) (__2)
6000 S ERM S (__391,832) 1,812 (__390,020) (_18) (__500,563) 88614  (__411949) (_15)
6900 ¥ iFA 159,288 1,812 161,100 8 275,083 88,614 363697 14
BEIMIANR LN :
7010 ST IN 1,782 . - 1,782 - 3,962 3,747 7,709 -
7060 AN ARz WK :
BEZHH - - - - 26,630 - 26,630 1
7100 FEHA 57,713 - 57,713 3 42,417 - 42,417 2
7110 mAEA 15,480 - 15,480 - 15,358 - 15,358 1
7230 M RARA B 48,714 - 48,714 2 - - -
7590 Hib ¥ - 1,321) ( 1,321) - - 7,280) ( 7,280) -
7610 BATE8HAE S BAER
Ea E-EY S 491) ( 491) - - (0 10904) ( 10904) ( 1)
7625 RAMRERR - - - - 129279) - (0 129279) - ( 5)
7630 Fk b R TIEEN - - - - - (_.74177) (__74177) (_3)
7000 BEMIAR X H _ :
&3 123689  ( 1,812) 121,877 _5  (__40912) (___88614) (__129526) (_5)
7900  AATEA 282,977 - 282,977 13 234,171 - 234,171 9
7950 FriFMEA (___46,226) - (___46226) (_2) (___56638) : - (___566338) (_2)
8200 ABJEFAH 236,751 - 236,751 11 177,533 - 177,533 7
Huszo48 % :
BETHREFHERSZ
EH
8361 SN ERA TS AR A
BE 2 IR EH ( 65730) - ( 65730) ( 3) 72,672 - 72,672 2
8361 BoBSSERMEI .
BENHEERA - - - - 129,279 - 129279 5
8300 Hibsr e IR B 4% (__65730) - (__65730) (_3) 201,951 - 201,951 7
8500 AFELABRBEH $ 171,021 $ - $ 171,021 -8 $ 379,484 $ - $ 379484 14
8600  pAIEEB R . }
8610 AnAEE $ 236,751 $ - $ 236,751 $ 177533 $ - $ 177533
8700 4RAIRBBIBMBBI
8710 ANEExE $ 171,021 $ - $ 171,021 $ 379484 $ - $ 379484
B BB
9710 x XK $ 0.29 $ - $ 029 $ 022 $ - $ 022
9810 # B $ 0.29 $ - $ 0.29 $ 022 $ - $ 022
o LAIMBRAZIMAREH B LM HR 107 F 124 31 B 2 A& M6 FEFE (US$L: NT$30.715) # % -
o BEEZFEELELHNEGKRESE RKATFHE R T @
¥ [ & R’ ® R 3
107 US$1 : NT$31.100 US$1 : NT$29.045 US$1 : NT$30.175
106 US$1 : NT$32.235 US$1 : NT$29.760 US$1 : NT$30.410
105 US$1 : NT$33.765 US$1 : NT$31.185 US$1 : NT$32.239
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Ry ERE Ry ERE
wE B HH EEETRT RESHHF EEERT
# % £ 8 W H & % z IFRSs % % £ a] 2/ & 4 25 =2 IFRSs
X L B % ¥ o3 % (R) %8425 %44+3 % (B) %3 4%
%ﬁzﬁﬁziﬂ‘ = /m. i
A10000 AEBRATEF $ 282,977 $ - $ 282,977 $ 234,171 $ $ 234,171
WHEIBER
A20100 WEER 88,858 - 88,858 89,350 - 89,350
A20200 B ER 184 - 184 184 - 184
A20300 A BEE e
ELES ( 1,198) - 1,198) B - -
A20300 FiE@EH & - - - 3,502) - | 3,502)
A21200 FE AN ( 57,713) - A 57,713y ( 42417) - | 42,417)
A22300 HRAH B ERF 2
LEMBZGHE - - - | 26,630) - ( 26,630)
A22500 REFEE - BER
ES T E 491 - 491 10,904 - 10,904
A23200 BRoSRAME LT
Bk - - - 129,279 - 129,279
A23800 e BmEERBEL
(egMi) 3,594 - 359 ( 6,419) - 6,419)
A30000 ZEBERGBEZFEHH
A31150 AR R ( 23,374) ( 2,181) ( 25,555) 137,665 46,163 183,828
A31180 H 4t Bk - 860 860 ( 61) 4,668) ( 4,729)
A31200 = & 8,416 - 8,416 54,151 - 54,151
A31240 Hwn®H gt i - 1,321 1,321 - 41,495) ( 41,495)
A32125 S8 EE 4,454 - 4,454 - - -
A32150 AT PRR ( 23,466) 33,389 9,923  ( 57,437) 46,380) ( 103,817)
A32180 H AT - 29,826) ( 29,826) - 44,937 44,937
A32230 HEwns ath - 3563) ( 3,563) - 1,443 1,443
A33000 PEEAZRETEN 283,223 - 283,223 519,238 - 519,238
A33500 A Z TR ( 64,532) - 64,532) ( 36,367) - 36,367)
AAAA BEB B L FRLTAN 218,691 - 218,691 482,871 - 482,871
BREZTHZHRLNE
B02700 BEREE ~ BE ( 45,120) - 45,120) ( 5,191) - ( 5,191)
B02800 BAARSE R RY 4%4%-5& - - - 31 - 31
B07100 FEAF B $R 3 o ( 3,070) - | 3,070) ( 61,092) - | 61,092)
B07500 W Bz F) B 57,713 - 57,713 42,417 - 42,417
B09900 FHEREEEZ MY
Z & - - - 56,516) - | 56,516)
BBBB BREFHZBRLEHEN
(#) 9,523 - 9,523 ( 80,351) S ¢ 80.351)
%‘ a /%QZIE@ I8 E
C04500 BRRAERRA ( 548,017) - ( 548,017) ( 552,839) - ( 552839)
C04900 X BBEER G AR ( 2458) - 2458) - - -
CCcccC EEFHLHALRE (__550475) - (__550475) (__552839) - (__552,839)
DDDD BEXS4HHRLRGEALZ
BH ( 11,979) - | 11,979) 21,531 - 21,531
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(ARAE)

107 &5 106 47
mFERE wP$ERE
"E &M B CRT REBMH LE LR
% % % Al B/ H £ 2 =z IFRSs 4 % % 8 3 & 4 % =z IFRSs
X, % IR B % # 2@ ¥ (R) % % 23 %% 23 1 (%) %% 4 3
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Independent Auditor’s Report

Deloitte. =2

TO THE SHAREHOLDERS OF YORKEY OPTICAL INTERNATIONAL (CAYMAN) LTD.

(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Yorkey Optical International (Cayman) Ltd.
(the “Company”) and its subsidiaries (collectively referred to as “the Group”) set out on pages 79 to
135, which comprise the consolidated statement of financial position as at 31 December 2018, 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 notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 December 2018, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA") and
have been properly prepared in compliance with the disclosure requirements of Hong Kong Companies
Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs"”) issued by the
HKICPA. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are independent of the
Group in accordance with the HKICPA's Code of Ethics for Professional Accountants (“the Code”), and
we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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How our audit addressed the

Key audit matter key audit matter

Revenue recognition

We identified revenue recognition as a key audit matter  Our procedures in relation to revenue
due to the magnitude of revenue from components of recognition included:
optical and opto-electronic products.

o Obtaining an understanding of the
For the year ended 31 December 2018, revenue from revenue business processes and
components of optical and opto-electronic products testing key controls over revenue
amounted to approximately US$69,703,000 as shown recognition;
in the consolidated statement of profit or loss and
other comprehensive income. J Checking recorded revenue, on

a sample basis, to relevant sales
invoices and shipping documents;
and

] Performing data analysis to identify
unusual pattern of revenue.

Other Information

The directors of the Company are responsible for the other information. The other information comprises
the information included in the annual report, but does not include the consolidated financial statements
and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.
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Responsibilities of Directors and Those Charged with Governance for the
Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the consolidated financial statements
that give a true and fair view in accordance with HKFRSs issued by the HKICPA 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.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the Group or
to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes 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. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

o Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.
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o Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent auditor’s report is LO, Kin Cheong.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2019



Consolidated statement of profit or loss and
other comprehensive income

For the year ended 31 December 2018

2018 2017
NOTES Us$’000 Us$'000
Revenue 5 69,703 87,329
Cost of goods sold (51,760) (62,076)
Gross profit 17,943 25,253
Other income, other gains and losses 4,027 (2,199)
Distribution costs (1,635) (1,896)
Administrative expenses (9,590) (12,881)
Research and development expenses (1,532) (1,520)
Share of results of an associate - 867
Profit before taxation 6 9,213 7,624
Taxation 8 (1,505) (1,844)
Profit for the year 7,708 5,780
Other comprehensive (expense) income
Items that may be reclassified subsequently to
profit or loss:

— exchange differences arising from translation
of financial statements of foreign operations (2,140) 2,366

— release of exchange reserve upon disposal of
a foreign associate - 4,209
Other comprehensive (expense) income for the year (2,140) 6,575
Total comprehensive income for the year 5,568 12,355

Earnings per share
— Basic 10 US0.94 cent US0.70 cent
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Consolidated Statement of Financial Position

At 31 December 2018

2018 2017
NOTES US$'000 Us$'000
Non-current assets
Investment properties 11 5,768 6,002
Property, plant and equipment 12 7,537 9,103
Prepaid lease payments 13 197 213
Deposits paid for acquisition of property,
plant and equipment 101 35
13,603 15,353
Current assets
Inventories 14 2,550 3,074
Trade and other receivables 15 13,512 14,759
Amount due from a related company 16 23 24
Bank balances and cash 17 93,945 104,827
110,030 122,684
Current liabilities
Trade and other payables 18 19,156 20,639
Contract liabilities 141 -
Taxation payable 3,505 4,189
22,802 24,828
Net current assets 87,228 97,856
Total assets less current liabilities 100,831 113,209
Capital and reserves
Share capital 19 1,057 1,058
Reserves 99,774 112,151
Total equity 100,831 113,209

The consolidated financial statements on pages 79 to 135 were approved and authorised for issue by the
Board of Directors on 20 March 2019 and are signed on its behalf by:

Lai I-Jen Kurihara Toshihiko
CHAIRMAN EXECUTIVE DIRECTOR
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2018

Attributable to owners of the Company

Statutory
surplus

Share Share Special Translation  reserve  Retained
capital  premium reserve reserve fund profits Total
US$'000  US$'000  US$'000  US$'000  US$'000  US$'000  US$'000

At 1 January 2017 1,058 62,982 19,350 3,220 3,148 29,095 118,853
Other comprehensive income for the year - - - 6,575 - - 6,575
Profit for the year - - - - - 5,780 5,780
Total comprehensive income for the year - - - 6,575 - 5,780 12,355
Transfers - - - - 488 (488) -

Dividend recognised as distribution (note 9) - - - - (17,999)  (17,999)

At 31 December 2017 1,058 62,982 19,350 9,795 3,636 16,388 113,209
Adjustments (see note 2) - - - - - (24) (24)
At 1 January 2018 (restated) 1,058 62,982 19,350 9,795 3,636 16,364 113,185
Other comprehensive expense for the year - - - (2,140) - - (2,140)
Profit for the year - - - - - 7,708 7,708

Total comprehensive (expense) income

for the year - - - (2,140) - 7,708 5,568
Transfers - - - - 432 (432) -
Repurchase and cancellation of ordinary

shares (note 19) (1) (79) - - - - (80)
Dividend recognised as distribution (note 9) - (10,504) - - - (7,338) (17,842)
At 31 December 2018 1,057 52,399 19,350 7,655 4,068 16,302 100,831

The special reserve represents the difference between the nominal amount of the shares issued by the
Company and the aggregate amount of share capital of the subsidiaries acquired pursuant to the group
reorganisation in 2005.

As stipulated by the relevant laws and regulations for foreign investment enterprises in Mainland China (the
“PRC"), the PRC subsidiary of the Company is required to maintain a statutory surplus reserve fund which
is non-distributable. Appropriation to such reserve is allocated based on 10% of the profit after taxation
of the statutory financial statements of the PRC subsidiary. Pursuant to the relevant laws and regulations
in the PRC, appropriation to the statutory surplus reserve is required until the balance reaches 50% of the
registered capital. The statutory surplus reserve fund can be used by the PRC subsidiary to make up prior
year losses, if any, and can be applied in conversion into capital by means of capitalisation issue.
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Consolidated Statement of Cash Flows

For the year ended 31 December 2018

2018 2017
US$'000 Us$'000

Operating activities
Profit before taxation 9,213 7,624

Adjustments for:
Interest income (1,879) (1,381)
Depreciation on investment properties 234 234
Depreciation on property, plant and equipment 2,659 2,675
Loss on disposal of property, plant and equipment 16 355
Amortisation of land use rights 6 6
Impairment loss recognised (reversed) on inventories 117 (209)
Impairment loss reversed on trade receivables (39) (114)
Loss on disposal of an associate - 4,209
Share of results of an associate - (867)
Operating cash flows before movements in working capital 10,327 12,532
Decrease in inventories 274 1,763
(Increase) decrease in trade and other receivables (761) 4,482
Increase in amount due from a related company - (2)
Increase in contract liabilities 145 -
Decrease in trade and other payables (764) (1,870)
Cash from operations 9,221 16,905
PRC income tax paid (2,101) (1,184)
Net cash from operating activities 7,120 15,721

Investing activities
Interest received 1,879 1,381
Purchase of property, plant and equipment (1,469) (169)
Deposits paid for acquisition of property, plant and equipment (100) (1,989)
Proceed from disposal of property, plant and equipment - 1
Settlement of obligation related to interest in an associate - (1,840)
Net cash from (used in) investing activities 310 (2,616)

Financing activities
Dividends paid (17,842) (17,999)
Payments on repurchase of shares (80) -
Net cash used in financing activities (17,922) (17,999)
Net decrease in cash and cash equivalents (10,492) (4,894)
Cash and cash equivalents at 1 January 104,827 109,020
Effect of foreign exchange rate changes (390) 701
Cash and cash equivalents at 31 December 93,945 104,827

Analysis of the balance of cash and cash equivalents
Bank balances and cash 93,945 104,827
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

GENERAL

Yorkey Optical International (Cayman) Ltd. (the “Company”) is incorporated in the Cayman Islands
and registered as an exempted company with limited liability. Its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The Company acts as an investment
holding company. The principal activities of its subsidiaries (the Company and its subsidiaries are
collectively referred to as the “Group”) are set out in note 26. The addresses of the registered
office and principal place of business of the Company are disclosed in the “Corporate Information”
section of the annual report.

The consolidated financial statements are presented in United States dollars (“US$"), which is the
functional currency of the Company.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

New and amendments to HKFRSs that are mandatorily effective for the current year

The Group has applied the following new and amendments to HKFRSs and Hong Kong Accounting
Standards (“HKASs") issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
for the first time in the current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers and the related
Amendments

HK(IFRIC) — Int 22 Foreign Currency Transactions and Advance Consideration

Amendments to HKFRS 2 Classification and Measurement of Share-based Payment

Transactions
Amendments to HKFRS 4 Applying HKFRS 9 “Financial Instruments” with HKFRS 4
“Insurance Contracts”

Amendments to HKAS 28 As part of the Annual Improvements to HKFRSs
2014 — 2016 Cycle
Amendments to HKAS 40 Transfers of Investment Property

Except as describe below, the application of the new and amendments to 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.



I -V ' ORKEY OPTICAL INTERNATIONAL (CAYMAN) LTD.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (continued)

HKFRS 15 “Revenue from Contracts with Customers”

The Group has applied HKFRS 15 for the first time in the current year. HKFRS 15 superseded HKAS
18 “Revenue” (“HKAS 18"”), HKAS 11 “Construction Contracts” (“HKAS 11”) and the related
interpretations.

The Group has applied HKFRS 15 retrospectively with the cumulative effect of initially applying this
standard recognised at the date of initial application, 1 January 2018. Any difference at the date of
initial application is recognised in the opening retained profits and comparative information has not
been restated. Furthermore, in accordance with the transition provisions in HKFRS 15, the Group
has elected to apply the standard retrospectively only to contracts that are not completed at 1
January 2018. Accordingly, certain comparative information may not be comparable as comparative
information was prepared under HKAS 18 and HKAS 11 and the related interpretations.

The Group recognises revenue from the manufacturing and sales of the components of optical
and opto-electronic products which arise from contracts with customers.

The application of HKFRS 15 has no material impact on the timing and amount of revenue
recognised in current year. As at 1 January 2018, advances from customers of US$170,000
previously included in trade and other payables were reclassified to contract liabilities. Information
about the Group’s accounting policies resulting from application of HKFRS 15 is disclosed in note 3.

HKFRS 9 “Financial Instruments”

In the current year, the Group has applied HKFRS 9 “Financial Instruments” and the related
consequential amendments to other HKFRSs. HKFRS 9 introduces new requirements for 1) the
classification and measurement of financial assets and financial liabilities, 2) expected credit losses
("ECL") for financial assets and 3) general hedge accounting.
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For the year ended 31 December 2018

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (continued)

HKFRS 9 “Financial Instruments” (continued)

The Group has applied HKFRS 9 in accordance with the transition provisions set out in HKFRS 9,
i.e. applied the classification and measurement requirements (including impairment under ECL
model) retrospectively to instruments that have not been derecognised as at 1 January 2018 (date
of initial application) and has not applied the requirements to instruments that have already been
derecognised as at 1 January 2018. The difference between carrying amounts as at 31 December
2017 and the carrying amounts as at 1 January 2018 are recognised in the opening retained profits,
without restating comparative information.

Accordingly, certain comparative information may not be comparable as comparative information
was prepared under HKAS 39 “Financial Instruments: Recognition and Measurement”.

Accounting policies resulting from application of HKFRS 9 are disclosed in note 3.

Summary of effects arising from initial application of HKFRS 9
Classification and measurement of financial assets

The application of HKFRS 9 in the current year has no material impact on the classification and
measurement of financial assets.

Impairment under ECL model

The Group applies the HKFRS 9 simplified approach to measure ECL using a lifetime ECL for all
trade receivables, which are grouped based on past due analysis.

ECL for other financial assets at amortised cost, including bank balances and amount due from a
related company, are assessed on 12-month ECL (“12m ECL") basis as there had been no significant
increase in credit risk since initial recognition.

As at 1 January 2018, additional credit loss allowance of US$24,000 on trade receivables has
been recognised against retained profits. The additional loss allowance is charged against the
respective asset.
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2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (continued)

New and amendments to HKFRSs in issue but not yet effective

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

HKFRS 16 Leases'
HKFRS 17 Insurance Contracts®
HK(IFRIC) — Int 23 Uncertainty over Income Tax Treatments'
Amendments to HKFRS 3 Definition of Business*
Amendments to HKFRS 9 Prepayment Features with Negative Compensation’
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and
and HKAS 28 its Associate or Joint Venture?
Amendments to HKAS 1 Definition of Material®
and HKAS 8
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement’
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures'
Amendments to HKFRSs Annual Improvements to HKFRSs 2015 — 2017 Cycle'

! Effective for annual periods beginning on or after 1 January 2019.

2 Effective for annual periods beginning on or after a date to be determined.
g Effective for annual periods beginning on or after 1 January 2021.
4 Effective for business combinations and asset acquisitions for which the acquisition date is on or after

the beginning of the first annual period beginning on or after 1 January 2020.

5 Effective for annual periods beginning on or after 1 January 2020.
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APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (continued)

New and amendments to HKFRSs in issue but not yet effective (continued)
HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the identification of lease arrangements and
accounting treatments for both lessors and lessees. HKFRS 16 will supersede HKAS 17 “Leases”
("HKAS 17") and the related Interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the basis of whether an identified asset is
controlled by a customer. In addition, HKFRS 16 requires sales and leaseback transactions to be
determined based on the requirements of HKFRS 15 as to whether the transfer of the relevant
asset should be accounted as a sale. HKFRS 16 also includes requirements relating to subleases
and lease modifications.

Distinctions of operating leases and finance leases are removed for lessee accounting, and is
replaced by a model where a right-of-use asset and a corresponding liability have to be recognised
for all leases by lessees, except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently measured at cost (subject
to certain exceptions) less accumulated depreciation and impairment losses, adjusted for any
remeasurement of the lease liability. The lease liability is initially measured at the present value
of the lease payments that are not paid at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of lease modifications, amongst others. For
the classification of cash flows, the Group currently presents upfront prepaid lease payments as
investing cash flows in relation to leasehold lands for owned use and those classified as investment
properties while other operating lease payments are presented as operating cash flows. Upon
application of HKFRS 16, lease payments in relation to lease liability will be allocated into a principal
and an interest portion which will be presented as financing cash flows by the Group.

Under HKAS 17, the Group has already recognised prepaid lease payments for leasehold lands
where the Group is a lessee. The application of HKFRS 16 may result in potential changes in
classification of these assets depending on whether the Group presents right-of-use assets
separately or within the same line item at which the corresponding underlying assets would be
presented if they were owned.

Other than certain requirements which are also applicable to lessor, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17, and continues to require a lessor to classify

a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.
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2. APPLICATION OF NEW AND AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (continued)

New and amendments to HKFRSs in issue but not yet effective (continued)
HKFRS 16 “Leases” (continued)

As at 31 December 2018, the Group has non-cancellable operating lease commitments of
US$3,758,000 as disclosed in note 20. A preliminary assessment indicates that these arrangements
will meet the definition of a lease. Upon application of HKFRS 16, the Group will recognise a
right-of-use asset and a corresponding liability in respect of all these leases unless they qualify for
low value or short-term leases.

In addition, the Group currently considers refundable rental deposits paid of US$2,000 and
refundable rental deposits received of US$40,000 as rights and obligations under leases to which
HKAS 17 applies. Based on the definition of lease payments under HKFRS 16, such deposits are
not payments relating to the right to use the underlying assets, accordingly, the carrying amounts
of such deposits may be adjusted to amortised cost. Adjustments to refundable rental deposits
paid would be considered as additional lease payments and included in the carrying amount of
right-of-use assets. Adjustments to refundable rental deposits received would be considered as
advance lease payments.

The application of new requirements may result in changes in measurement, presentation and
disclosure as indicated above. The Group intends to elect the practical expedient to apply HKFRS
16 to contracts that were previously identified as leases applying HKAS 17 and HK(IFRIC) — Int
4 "Determining whether an Arrangement contains a Lease” (“HK(IFRIC) — Int 4”) and not apply
this standard to contracts that were not previously identified as containing a lease applying HKAS
17 and HK(IFRIC) — Int 4. Therefore, the Group will not reassess whether the contracts contain a
lease which already existed prior to the date of initial application. Furthermore, the Group intends
to elect the modified retrospective approach for the application of HKFRS 16 as lessee and will
recognise the cumulative effect of initial application to opening retained profits without restating
comparative information.

The directors of the Company do not anticipate that the application of the other new and
amendments to HKFRSs will have a material impact on the consolidated financial statements in
the foreseeable future.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with HKFRSs 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 and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis.

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 “Share-based Payment”, 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 “Inventories” or value in use in HKAS
36 “Impairment of Assets”.

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;

o 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

For the year ended 31 December 2018

3. 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;
o 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.

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

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

Revenue from contracts with customers (upon application of HKFRS 15 in
accordance with transitions in note 2)

Under HKFRS 15, the Group recognises revenue when (or as) a performance obligation is satisfied,
i.e. when “control” of the goods or services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services that are substantially the same.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue from contracts with customers (upon application of HKFRS 15 in
accordance with transitions in note 2) (continued)

Control is transferred over time and revenue is recognised over time by reference to the progress
towards complete satisfaction of the relevant performance obligation if one of the following
criteria is met:

o the customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs;

o the Group's performance creates and enhances an asset that the customer controls as the
Group performs; or

o the Group’s performance does not create an asset with an alternative use to the Group and
the Group has an enforceable right to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the customer obtains control of the
distinct good or service, being at the point the goods are delivered to the customer. Delivery occurs
when the goods have been shipped to the customer’s specific location.

A contract asset represents the Group'’s right to consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet unconditional. It is assessed for impairment
in accordance with HKFRS 9. In contrast, a receivable represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required before payment of that consideration is due.

A contract liability represents the Group’s obligation to transfer goods or services to a customer
for which the Group has received consideration (or an amount of consideration is due) from the
customer.

A contract asset and a contract liability relating to a contract are accounted for and presented
on a net basis.



Y ' ORKEY OPTICAL INTERNATIONAL (CAYMAN) LTD.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (prior to 1 January 2018)

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods sold in the normal course of business, net of discounts and sales
related tax.

Revenue is recognised when the amount of revenue can be reliably measured; when it is probable
that future economic benefits will flow to the Group and when specific criteria have been met for
each of the Group's activities, as described below.

Revenue from the sale of goods is recognised when the goods are delivered and titles have passed.

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.

Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation. Investment
properties include land held for undetermined future use, which is regarded as held for capital
appreciation purpose.

Investment properties are initially measured at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated impairment losses. Depreciation is recognised so
as to write off the cost of investment properties over their estimated useful lives and after taking
into account of their estimated residual value, using the straight-line method.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the property (calculated as the difference between
the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the
period in which the property is derecognised.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment

Property, plant and equipment including leasehold land and buildings held for use in the production
or supply of goods or services, or for administrative purposes 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 assets over their estimated useful lives,
using straight-line method. The estimated useful lives and depreciation method are reviewed at
the end of the reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

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.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are
determined using the weighted average cost method. Net realisable value represents the estimated
selling price for inventories less all estimated costs of completion and costs necessary to make
the sale.

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the carrying amounts of its tangible assets
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.

The recoverable amount of tangible assets are estimated individually, when it is not possible to
estimate the recoverable amount individually, the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs. When 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment losses on tangible assets (continued)

Recoverable amount is the higher of fair value less costs of disposal 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 (or a cash-generating unit) for which the estimates of future cash flows have
not been adjusted.

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 the 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 a
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.

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 instruments.
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 market place.

Financial assets and financial liabilities are initially measured at fair value except for trade
receivables arising from contracts with customers which are initially measured in accordance with
HKFRS 15 since 1 January 2018. Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on initial recognition.

The effective interest method is a method of calculating the amortised cost of a financial asset or
financial liability and of allocating interest income and interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash receipts and
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 asset or financial liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets

Classification and subsequent measurement of financial assets (upon application of HKFRS 9 in
accordance with transitions in note 2)

Financial assets that meet the following conditions are subsequently measured at amortised cost:

o the financial asset is held within a business model whose objective is to collect contractual
cash flows; and

o the contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Interest income is recognised using the effective interest method for financial assets measured
subsequently at amortised cost. Interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For financial assets that have subsequently
become credit-impaired, interest income is recognised by applying the effective interest rate to the
amortised cost of the financial asset from the next reporting period. If the credit risk on the credit
impaired financial instrument improves so that the financial asset is no longer credit-impaired,
interest income is recognised by applying the effective interest rate to the gross carrying amount
of the financial asset from the beginning of the reporting period following the determination that
the asset is no longer credit impaired.

Impairment of financial assets (upon application HKFRS 9 with transitions in accordance with
note 2)

The Group recognises a loss allowance for ECL on financial assets which are subject to impairment
under HKFRS 9 (including trade receivables, amount due from a related company and bank
balances). The amount of ECL is updated at each reporting date to reflect changes in credit risk
since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default events over the expected
life of the relevant instrument. In contrast, 12m ECL represents the portion of lifetime ECL that
is expected to result from default events that are possible within 12 months after the reporting
date. Assessment are done based on the Group’s historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic conditions and an assessment of both
the current conditions at the reporting date as well as the forecast of future conditions.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in accordance with

note 2) (continued)

The Group always recognises lifetime ECL for trade receivables. The ECL on these assets are

assessed collectively using a provision matrix with appropriate grouping based on past due status.

For all other instruments, including amount due from a related company and bank balances, the

Group measures the loss allowance equal to 12m ECL, unless when there has been a significant

increase in credit risk since initial recognition, the Group recognises lifetime ECL. The assessment

of whether lifetime ECL should be recognised is based on significant increases in the likelihood or

risk of a default occurring since initial recognition.

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial recognition for
other instruments (including amount due from a related company and bank balances),
the Group compares the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial instrument as at the date
of initial recognition. In making this assessment, the Group considers both quantitative and
qualitative information that is reasonable and supportable, including historical experience
and forward-looking information that is available without undue cost or effort.

In particular, the following information is taken into account when assessing whether credit
risk has increased significantly:

3 an actual or expected significant deterioration in the financial instrument’s external
(if available) or internal credit rating;

o significant deterioration in external market indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default swap prices for the debtor;

o existing or forecast adverse changes in business, financial or economic conditions
that are expected to cause a significant decrease in the debtor’s ability to meet its
debt obligations;

o an actual or expected significant deterioration in the operating results of the debtor;
3 an actual or expected significant adverse change in the regulatory, economic, or

technological environment of the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in accordance with
note 2) (continued)

(i) Significant increase in credit risk (continued)

Irrespective of the outcome of the above assessment, the Group presumes that the credit
risk has increased significantly since initial recognition when contractual payments are more
than 30 days past due, unless the Group has reasonable and supportable information that
demonstrates otherwise.

The Group regularly monitors the effectiveness of the criteria used to identify whether there
has been a significant increase in credit risk and revises them as appropriate to ensure that
the criteria are capable of identifying significant increase in credit risk before the amount
becomes past due.

(i) Definition of default

Irrespective of the above, the Group considers that default has occurred when a financial
asset is more than 90 days past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default criterion is more appropriate.

(iii) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of default that have a
detrimental impact on the estimated future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit impaired includes observable data about the
following events:

(a) significant financial difficulty of the issuer or the borrower;

(b) a breach of contract, such as a default or past due event;

() the lender(s) of the borrower, for economic or contractual reasons relating to the
borrower’s financial difficulty, having granted to the borrower a concession(s) that

the lender(s) would not otherwise consider;

(d) it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

(e) the disappearance of an active market for that financial asset because of financial
difficulties.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in accordance with

note 2) (continued)

(iv)

Write-off policy

The Group writes off a financial asset when there is information indicating that the
counterparty is in severe financial difficulty and there is no realistic prospect of recovery,
for example, when the counterparty has been placed under liquidation or has entered into
bankruptcy proceedings. Financial assets written off may still be subject to enforcement
activities under the Group’s recovery procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event. Any subsequent recoveries are
recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default
(i.e. the magnitude of the loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given default is based on historical
data adjusted by forward-looking information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined with the respective risks of default
occurring as the weights.

Generally, the ECL is the difference between all contractual cash flows that are due to the
Group in accordance with the contract and the cash flows that the Group expects to receive,
discounted at the effective interest rate determined at initial recognition.

Where ECL is measured on a collective basis or cater for cases where evidence at the
individual instrument level may not yet be available, the financial instruments are grouped

on the basis:

. Nature of financial instruments (i.e. the Group's trade receivables assessed as a
group. Bank balances are assessed for expected credit losses on an individual basis.);

. Past-due status;

. Nature, size and industry of debtors; and

o External credit ratings where available.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in accordance with
note 2) (continued)

(v) Measurement and recognition of ECL (continued)

The grouping is regularly reviewed by management to ensure the constituents of each group
continue to share similar credit risk characteristics.

Interest income is calculated based on the gross carrying amount of the financial asset unless
the financial asset is credit impaired, in which case interest income is calculated based on
amortised cost of the financial asset.

The Group recognises an impairment gain or loss in profit or loss for all financial instruments
by adjusting their carrying amount, with the exception of trade receivables, where the
corresponding adjustment is recognised through a loss allowance account.

Classification and subsequent measurement of financial assets (before application of HKFRS 9 on
1 January 2018)

The Group’s financial assets are classified as loans and receivables. 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 market place.

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 receivables, amount due from a related company and bank balances and cash)
are measured at amortised cost using the effective interest method, less any impairment (see
accounting policy on impairment of financial assets below).
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (before application of HKFRS 9 on 1 January 2018)

Loans and receivables are assessed for indicators of impairment at the end of the reporting period.
Loans and receivables are considered to be impaired when 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 financial assets that are 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 loans and receivables, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis even if they were assessed
not to be impaired individually. 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 in the portfolio past the average credit period of 60 days to 120 days, observable
changes in national or local economic conditions that correlate with default on receivables.

The carrying amount of loans and receivables is reduced by the impairment loss directly with
the exception of trade receivables, 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 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.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial liabilities and equity instruments

Debt 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 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 the Group
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 instrument 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 payables) are subsequently measured at amortised cost, using
the effective interest method.

Derecognition

The Group derecognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the Group neither transfers nor retains substantially
all the risks and rewards of ownership and continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its continuing involvement and recognises an
associated liability. If the Group retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognised
in profit or loss.

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

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 rate (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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by
the same taxation authority and the Group intends to settle its current tax assets and liabilities
on a net basis.

Current and deferred tax are recognised in profit or loss, except when they relate 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.

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 exchange 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 arising on the settlement of monetary items, and on the retranslation of
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 foreign operations are translated into the presentation currency of the Group (i.e.
United States dollars) using exchange rates prevailing at the end of the reporting period. Income
and expenses items are translated at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the heading of translation reserve.

Retirement benefits costs

Payments to defined contribution retirement benefits plans or state-managed retirement benefits
schemes are recognised as an expense when employees have rendered services entitling them to
the contributions.

Short-term and other long-term employee benefits

Short-term employee benefits are recognised at the undiscounted amount of the benefits expected
to be paid as and when employees rendered the services. All short-term employee benefits are
recognised as an expense unless another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Short-term and other long-term employee benefits (continued)

A liability is recognised for benefits accruing to employees (such as wages and salaries, annual
leave and sick leave) after deducting any amount already paid.

Liabilities recognised in respect of other long-term employee benefits are measured at the present
value of the estimated future cash outflows expected to be made by the Group in respect of
services provided by employees up to the reporting date. Any changes in the liabilities’ carrying
amounts resulting from service cost, interest and remeasurements are recognised in profit or loss
except to the extent that another HKFRS requires or permits their inclusion in the cost of an asset.

Research and development expenditure

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

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.

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 the Group makes payments for a property interest which includes both leasehold land and
building elements, the Group assesses the classification of each element 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 property is accounted as an operating lease. Specifically, the entire
consideration (including any lump-sum upfront payments) are allocated between the leasehold
land and the building elements in proportion to the relative fair values of the leasehold interests
in the land element and building element at initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Leasing (continued)
Leasehold land and building (continued)

To the extent the allocation of the relevant 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 leasehold land and
building elements, the entire property is generally classified as if the leasehold land is under
finance lease.

KEY SOURCE OF ESTIMATION UNCERTAINTY

The following is the key source of estimation uncertainty at the end of the reporting period, that
has a significant risk of causing a material adjustment to the carrying amounts of assets within
the next financial year.

Provision of ECL for trade receivables

The Group uses provision matrix to calculate ECL for the trade receivables. The provision rates
are based on past due status as groupings of various debtors that have similar loss patterns.
The provision matrix is based on the Group’s historical default rates taking into consideration
forward-looking information that is reasonable and supportable available without undue costs or
effort. At every reporting date, the historical observed default rates are reassessed and changes
in the forward-looking information are considered.

The provision of ECL is sensitive to changes in estimates. The information about the Group’s trade
receivables and the ECL are disclosed in notes 15 and 24, respectively.
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5. REVENUE AND OPERATING SEGMENT
Revenue

Revenue represents the fair value of the consideration received or receivable for goods sold by the
Group to outside customers during the year. Revenue is recognised when control of the goods has
transferred, being when the goods have been shipped to the customers.

The Group applies the practical expedient that information regarding the transaction prices
allocated to the remaining performance obligation for contracts with customer is not disclosed as
the original expected duration of the contracts are less than one year.

Operating segment

The chief executive officer (“Chief Executive”), being the chief operating decision maker of the
Group, regularly reviews revenue analysis of the components of optical and opto-electronic
products and considers them as one single operating segment on an aggregate basis. Other than
revenue analysis, no operating results and other discrete financial information are available for
the assessment of performance of the respective business divisions. For these reasons, no separate
segment information is presented.

The chief executive officer reviews the profit for the year of the Group as a whole to make decisions
about performance assessment and resource allocation. The operation of the Group constitutes
one single operating segment under HKFRS 8 “Operating Segments” and accordingly, no separate
segment information is prepared.

Other segment information
Geographical information

The Group's operations are located in the People’s Republic of China (“PRC") (country of domicile).

The Group's revenue from external customers and information about its non-current assets by
geographical location of the customers and the assets, respectively, are detailed below:

Revenue from

external customers Non-current assets
2018 2017 2018 2017
US$'000 US$'000 Us$'000 Us$'000
Japan 37,192 49,191 - -
PRC 26,046 27,780 13,603 15,353
Others 6,465 10,358 - -

69,703 87,329 13,603 15,353




ANNUAL REPORT 2018 107

Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

REVENUE AND OPERATING SEGMENT (continued)
Other segment information (continued)
Information about major customers

Revenue from customers of the corresponding years contributing over 10% of the total sales of
the Group are as follows:

2018 2017

US$'000 Us$'000

Customer A 10,512 12,068
Customer B 9,359 11,899
Customer C 7,369 8,920

Disaggregation of revenue from contracts with customers by types of products

2018 2017
US$'000 Us$'000

Components of optical and opto-electronic products
— cameras, action cameras and copiers 48,553 61,740
— surveillance cameras and projectors 10,561 11,387
— others 10,589 14,202

69,703 87,329
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6. PROFIT BEFORE TAXATION

2018 2017
US$’000 Us$'000
Profit before taxation has been arrived at after
charging (crediting):
Directors’ emoluments (note 7) 230 439
Staff’s retirement benefits scheme contributions 1,781 1,807
Other staff costs 20,535 24,128
22,546 26,374
Less: Staff costs capitalised in inventories (16,196) (20,005)
Less: Staff costs included in research and
development expenses (608) (479)
5,742 5,890
Depreciation on property, plant and equipment 2,659 2,675
Less: Depreciation capitalised in inventories (2,106) (2,127)
Less: Depreciation included in research and
development expenses (30) (38)
523 510
Allowance (reversal of allowance) for obsolete inventories
(included in cost of goods sold) 117 (209)
Amortisation of land use rights 6 6
Auditor’s remuneration 295 295
Cost of inventories recognised as expense 51,643 62,285
Depreciation on investment properties 234 234
Loss on disposal of an associate (included in other income,
other gains and losses) - 4,209
Loss on disposal of property, plant and equipment 16 355
Operating lease rentals in respect of
— motor vehicles 283 180
— rented premises 1,321 1,317
and after crediting (charging):
Exchange gain (loss), net 1,586 (2,415)
Interest income from bank deposits (included in other
income, other gains and losses) 1,879 1,381
Property rental income before deduction of
negligible outgoings 504 500

Reversal of impairment loss on trade receivables, net 39 114
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DIRECTORS’, CHIEF EXECUTIVE’'S AND EMPLOYEES" EMOLUMENTS

Details of emoluments paid by the Group to the directors and the Chief Executive are as follows:

2018 2017
Salaries Salaries
and other and other

Fees  benefits Total Fees benefits Total
US$'000  US$'000 US$'000 US$'000  US$'000  US$'000

Executive directors

Mr. Lai I-Jen 15 - 15 15 - 15
Mr. Nagai Michio (note (a)) - - - 3 206 209
Mr. Kurihara Toshihiko (note (b)) 15 135 150 12 133 145

Non-executive directors
Mr. Liao Kuo-Ming (note (c)) - - - 7 - 7
Ms. Wu Shu-Ping 15 - 15 15 - 15

Independent non-executive directors

Mr. Chiang Hsiang-Tsai (note (c)) - - - 7 - 7
Mr. Chou Chih-Ming (note (c)) - - - 7 - 7
Mr. Lin Meng-Tsung (note (d)) 15 - 15 8 - 8
Mr. Liu Wei-Li (note (d)) 20 - 20 11 - 1
Mr. Wang Yi-Chi 15 - 15 15 - 15

95 135 230 100 339 439
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7. DIRECTORS’, CHIEF EXECUTIVE’'S AND EMPLOYEES' EMOLUMENTS
(continued)

Notes:

(a)

(d)

Mr. Nagai Michio ceased to be an executive director and the Chief Executive of the Company with
effect from 28 February 2017. The remuneration of Mr. Nagai Michio as the Chief Executive of the
Company was Japanese Yen (“JPY")2,000,000 and Hong Kong Dollar (“HK$")54,302 (approximately
equivalent to US$24,000 in total) for the year ended 31 December 2017. Benefit provided in respect
of termination of director’s services was HK$1,421,550 (approximately equivalent to US$182,000 in
total).

Mr. Kurihara Toshihiko acts as the Chief Executive of the Company, succeeding Mr. Nagai Michio since
10 March 2017. The remuneration of Mr. Kurihara Toshihiko as the Chief Executive of the Company was
JPY 15,000,000 (approximately equivalent to US$135,000 in total) (2017: JPY 15,000,000 (approximately
equivalent to US$133,000 in total)) for the year ended 31 December 2018.

Retired at the annual general meeting of the Company held on 15 June 2017 and not offered for

re-election.

Appointed on 15 June 2017.

The executive directors’ emoluments shown above were for their services in connection with the

management of the affairs of the Company and the Group.

The non-executive directors’ emoluments shown above were for their services as directors of the

Company or its subsidiaries.

The independent non-executive directors’ emoluments shown above were for their services as

directors of the Company.

There was no arrangement under which a director or the chief executive waived or agreed to waive

any remuneration during the year.
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DIRECTORS’, CHIEF EXECUTIVE’'S AND EMPLOYEES' EMOLUMENTS
(continued)

The five highest paid individuals of the Group included one (2017: two) directors, whose
emoluments are disclosed above. The emoluments of the remaining four (2017: three) individuals
in the Group were as follows:

2018 2017
US$'000 Us$:000

Employees
— basic salaries and allowances 139 172
— performance related bonus 67 75
— retirement benefits scheme contributions 3 1
209 248

The emoluments of each of these highest paid individuals is less than HK$1,000,000 (equivalent
to US$128,000).

During the year ended 31 December 2017, US$240,000 (2018: nil) were paid by the Group to the
directors or the five highest paid individuals as an inducement to join or upon joining the Group
or as compensation for loss of office.

TAXATION
2018 2017
US$’000 Us$'000
The tax charge comprises:
PRC income tax calculated at the applicable income tax
rate on the estimated assessable profit for the year (1,547) (1,805)
Over(under)provision in prior years 42 (39)

(1,505) (1,844)
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8. TAXATION (continued)

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law"”) and Implementation Regulation
of the EIT Law, the tax rate of the PRC subsidiary is 25%.

No provision for Hong Kong Profits Tax has been made in the consolidated financial statements as
the Group'’s profit neither arises in nor is derived from Hong Kong during both years.

Under the EIT Law, withholding tax is imposed on dividends declared in respect of profits earned
by PRC subsidiaries from 1 January 2008 onwards. No deferred tax liability has been recognised
in respect of temporary differences associated with undistributed earnings of subsidiaries from
1 January 2008 onwards of approximately US$6,282,000 as at the end of the reporting period
because the Group is in a position to control the timing of the reversal of the temporary differences
and it is probable that such differences will not reverse in the foreseeable future.

Tax charge for the year is reconciled to profit before taxation as follows:

2018 2017

US$'000 Us$'000

Profit before taxation 9,213 7,624
Tax at the applicable income tax rate of 25% (2017: 25%) (2,303) (1,906)
Tax effect of share of results of an associate - 217
Tax effect of expenses not deductible for tax purposes (328) (1,457)
Tax effect of income not taxable for tax purposes 515 446

Tax effect of different tax rates applied to

certain subsidiaries regarded as foreign enterprises

in the PRC 569 895
Over(under)provision in prior years 42 (39)

Tax charge for the year (1,505) (1,844)
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2018

DIVIDENDS

2018 2017
US$'000 Us$'000

Dividends recognised as distribution during the year

— Interim dividend for 2018 of HK3.5 cents

(equivalent to US0.446 cent) (2017: HK3.5 cents;

equivalent to US0.45 cent) per share 3,662 3,697
— Final dividend for 2017 of HK3.5 cents (equivalent to

US0.448 cent) per share (2017: final dividend for

2016 of HK3.5 cents; equivalent to US0.451 cent)

per share 3,676 3,708
— Special dividend for 2017 of HK10 cents (equivalent to

US1.28 cents) (2017: special dividend for 2016 of

HK10 cents; equivalent to US1.29 cents) per share 10,504 10,594

17,842 17,999

A final dividend of HK3.5 cents (2017: HK3.5 cents) per share (which in aggregate amounts to
approximately US$3,666,000 (2017: US$3,676,000)) and a special dividend of HK10 cents (2017:
HK10 cents) per share (which in aggregate amounts to approximately US$10,476,000 (2017:
US$10,504,000)) have been proposed by the Board of Directors for the year and are subject to
approval by the shareholders in the forthcoming annual general meeting. They are calculated on
the basis of 820,540,000 shares (2017: 821,102,000 shares) in issue at the date of issuance of
these consolidated financial statements.

EARNINGS PER SHARE

The calculation of the basic earnings per share for the year is based on the consolidated profit
for the year attributable to owners of the Company of US$7,708,000 (2017: US$5,780,000) and
on the weighted average number of 820,964,899 (2017: 821,102,000) shares.

No diluted earnings per share is presented as there were no dilutive potential ordinary shares
during both years.
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11. INVESTMENT PROPERTIES

2018 2017

US$'000 Us$'000
COST
At 1 January 7,860 7,769
Currency realignment (74) 91
At 31 December 7,786 7,860
DEPRECIATION
At 1 January 1,858 1,533
Currency realignment (74) 91
Provided for the year 234 234
At 31 December 2,018 1,858
CARRYING VALUE
At 31 December 5,768 6,002

The carrying amount of the Group’s investment properties comprises:

2018 2017

USs$'000 Us$'000

Leasehold land and buildings in Hong Kong 5,767 5,993
Buildings in the PRC 1 9
5,768 6,002

The fair value of the Group’s investment properties, including leasehold land portion, at the end
of the reporting period was US$8,560,000 (2017: US$8,558,000). The fair value has been arrived
at based on a valuation at the end of the reporting period, determined by the directors of the
Company. No valuation has been performed by independent qualified professional valuers. The
valuation performed by the directors of the Company was carried out with reference to recent
market prices for similar properties in similar locations and conditions, which was classified as
level 3 under HKFRS 13 “Fair Value Measurement”. There has been no change from the valuation
techniques used in the prior year.

In estimating the fair value of the properties, the highest and best use of the properties is their
current use.

All the Group’s investment properties are held for rental purposes under operating leases and/or
for capital appreciation.
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12. PROPERTY, PLANT AND EQUIPMENT

Leasehold  Furniture,

land and fixtures and Leasehold Motor  Plant and
buildings equipment improvements vehicles machinery Total
US$'000 Us$'000 Us$'000 Us$'000 US$'000 Us$'000
At 1 January 2017 6,078 11,039 3,116 207 52,987 73,427
Currency realignment 369 676 207 11 3,171 4,434
Additions - 696 387 - 1,253 2,336
Disposals - (907) (25) (66) (5,414) (6,412)
At 31 December 2017 6,447 11,504 3,685 152 51,997 73,785
Currency realignment (300) (566) (176) (6) (2,487) (3,535)
Additions - 801 25 - 674 1,500
Disposals - (173) (20) (32) (495) (720)
At 31 December 2018 6,147 11,566 3,514 114 49,689 71,030
DEPRECIATION
At 1 January 2017 4,650 10,480 2,759 205 46,084 64,178
Currency realignment 290 628 182 11 2,774 3,885
Provided for the year 149 264 337 1 1,924 2,675
Eliminated on disposals - (902) (25) (66) (5,063) (6,056)
At 31 December 2017 5,089 10,470 3,253 151 45,719 64,682
Currency realignment (243) (501) (166) (6) (2,228) (3,144)
Provided for the year 149 354 354 1 1,801 2,659
Eliminated on disposals - (172) (19) (32) (481) (704)
At 31 December 2018 4,995 10,151 3,422 114 44,811 63,493
CARRYING VALUES
At 31 December 2018 1,152 1,415 92 - 4,878 7,537

At 31 December 2017 1,358 1,034 432 1 6,278 9,103
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12.

PROPERTY, PLANT AND EQUIPMENT (continued)

2018 2017
US$'000 Us$'000
The carrying amount of the Group’s property
interests comprises:
Leasehold land and buildings in Hong Kong 86 91
Buildings in the PRC 1,066 1,267
1,152 1,358

The cost of leasehold land and buildings in Hong Kong is depreciated over the lease term of 50
years, using the straight-line method.

The cost of buildings in the PRC is depreciated over 20 years, using the straight-line method.

The cost of leasehold improvements is depreciated on a straight-line basis over the period of the
respective leases or 5 years, whichever is shorter.

Depreciation is recognised so as to write off the cost of other items of property, plant and
equipment less their residual values over their estimated useful lives, using the straight-line method,
at the following rates per annum:

Furniture, fixtures and equipment 20%
Motor vehicles 20%
Plant and machinery 10%
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13. PREPAID LEASE PAYMENTS

2018 2017
Us$‘000 Us$'000

CARRYING VALUE
At 1 January 213 206
Currency realignment (10) 13
Charged to profit or loss (6) (6)
At 31 December 197 213

Prepaid lease payments represent prepayment of rentals for land use rights situated in the PRC
for a period of 50 years.

14. INVENTORIES

2018 2017

US$'000 Us$'000

Raw materials 1,126 1,297
Work in progress 421 651
Finished goods 1,003 1,126

2,550 3,074
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15. TRADE AND OTHER RECEIVABLES

2018 2017
US$'000 US$'000
Trade receivables

— companies over which certain shareholders of
the Company have significant influence 2 5
— others 11,503 12,691
11,505 12,696
Less: Allowance for credit losses (1) (16)
11,504 12,680
Other receivables 2,008 2,079
13,512 14,759

Payment terms with customers are mainly on credit. Invoices to outside customers are normally
payable within 60 days to 120 days of issuance, while invoices to long-established customers are
normally payable within one year.

The following is an aging analysis of trade receivables net of allowance for credit losses presented
based on the invoice date at the end of the reporting period, which approximated the respective

revenue recognition dates.

2018 2017
US$'000 US$'000
Age

0 to 60 days 9,267 9,678
61 to 90 days 1,879 1,962
91 to 120 days 307 183
121 to 180 days 44 596
181 to 365 days 7 261

11,504 12,680
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15. TRADE AND OTHER RECEIVABLES (continued)

Before accepting any new customers, the Group will assess the potential customer’s credit quality
and define credit limits by customer. More than 89% (2017: 93%) of the trade receivables are
neither past due nor impaired.

As at 31 December 2018, included in the Group's trade receivables balance are debtors with
aggregate carrying amount of US$1,256,000 which are past due as at the reporting date. The
Group does not hold any collateral over these balances.

As at 31 December 2017, debtors with aggregate carrying amount of US$857,000 which are past
due at the reporting date for which the Group had not provided for impairment loss as there is
no adverse change in the credit standing of the debtors from the date when credit was initially
granted. The Group does not hold any collateral over these balances. The average age of these
receivables is 188 days.

Aging of trade receivables based on the invoice date which are past due but not impaired is as

follows:
2017
Us$'000
Overdue by 1 to 60 days 596
Overdue by 61 to 245 days 261
857

No interest is charged on trade receivables. The Group has made full allowances on all the
receivables overdue for 365 days based on historical experience as such receivables are generally
not recoverable. Allowances on trade receivables between 121 days and 365 days are made
based on estimated irrecoverable amounts from the sales of goods with reference to past default
experience.

Movement in the allowance for doubtful debts is as follows:

2017

Us$'000

At 1 January 244
Impairment losses reversed (114)
Amounts written off as uncollectible (114)

At 31 December 16
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15. TRADE AND OTHER RECEIVABLES (continued)

Details of impairment assessment of trade and other receivables for the year ended 31 December
2018 are set out in note 24.

Included in trade and other receivables are the following amounts denominated in currencies other
than the functional currency of the relevant group entities:

2018 2017

US$'000 Us$'000

Japanese Yen 164 87
Hong Kong dollars 1,914 1,971

16. AMOUNT DUE FROM A RELATED COMPANY

The amount is due from a company over which certain shareholders of the Company have
significant influence. The amount is unsecured, interest-free, and neither past due nor impaired.
The age of these receivables are within 60 days (2017: within 60 days).

17. BANK BALANCES AND CASH AND ANALYSIS OF CASH AND CASH
EQUIVALENTS

The bank deposits carry interest at prevailing market rates up to 3.64% (2017: 0.30% to 2.15%)
per annum. The bank deposits are with original maturity of not more than three months.

Included in bank balances and cash are the following amounts denominated in currencies other
than the functional currency of the relevant group entities:

2018 2017

US$°000 Us$'000

Japanese Yen 1,604 1,234
Hong Kong dollars 8,698 3,229
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TRADE AND OTHER PAYABLES

2018 2017
US$'000 US$'000
Trade payables
— companies over which certain shareholders of
the Company have significant influence 7 12
— companies controlled by shareholders
of the Company which have significant influence
over the Company 1,156 230
— others 10,512 11,829
11,675 12,071
Payroll and welfare payables 3,227 4,332
Other payables and accruals (note) 4,254 4,236
19,156 20,639

Note: Balance included accruals for rental expense payable to a related company amounting to US$98,000
(31 December 2017: US$103,000).

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

2018 2017
US$'000 Us$'000

Age
0 to 60 days 7,873 8,045
61 to 90 days 2,036 2,164
91 to 180 days 1,721 1,824
181 to 365 days 45 38
11,675 12,071

The average credit period on purchases of goods is 60 days.
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18. TRADE AND OTHER PAYABLES (continued)

Included in trade and other payables are the following amounts denominated in currencies other
than the functional currency of the relevant group entities:

2018 2017

US$'000 Us$'000

Japanese Yen 92 43
Hong Kong dollars 26 29

19. SHARE CAPITAL

Authorised Issued and fully paid

Number Number
of shares Amount of shares Amount
‘000 HK$'000 ‘000 HK$'000

Ordinary shares of HK$0.01 each
At 1 January 2017 and 31

December 2017 1,000,000 10,000 821,102 8,211
Repurchase and cancellation of

shares - - (562) (6)
At 31 December 2018 1,000,000 10,000 820,540 8,205

US$'000

Shown in the consolidated statement of financial position
At 31 December 2018 1,057

At 31 December 2017 1,058
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SHARE CAPITAL (continued)

During the year ended 31 December 2018, the Company repurchased its own ordinary shares

through the Stock Exchange as follows:

No. of Price per share Aggregate

Month of repurchases ordinary shares Highest Lowest consideration paid
‘000 HK$ HK$ HK$'000

September 508 1.14 1.09 569
November 54 1.16 1.10 61
562 630

Us$'000

Equivalent to 80

The above ordinary 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.

OPERATING LEASE ARRANGEMENTS
The Group as lessee

At the end of the reporting period, the Group was committed to make the following future

minimum lease payments under non-cancellable operating leases which fall due as follows:

Motor vehicles Rented premises
2018 2017 2018 2017
US$‘000 Us$'000 Us$000 US$'000
Within one year 197 75 1,175 1,141
In the second to fifth year inclusive 38 19 2,348 -
235 94 3,523 1,141

The leases are negotiated for a term ranged from 1 to 3 years (2017: 1 to 2 years) and rentals are
fixed over the contracted lease terms.
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20. OPERATING LEASE ARRANGEMENTS (continued)
The Group as lessor

At the end of the reporting period, the Group has contracted with tenants for future minimum

lease payments in respect of investment properties which fall due as follows:

2018 2017

US$'000 US$'000

Within one year 508 510
In the second to fifth year inclusive 975 676
1,483 1,186

The investment properties held have committed tenants for periods of an average lease term of
4 years (2017: 4 years).

21. CAPITAL COMMITMENTS

2018 2017
US$'000 US$'000
Capital expenditure contracted for but not provided in
the consolidated financial statements in respect of
acquisition of property, plant and equipment 11 71

22. RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees in Hong
Kong. The assets of the scheme are held separately from those of the Group, in funds under the
control of trustees. The Group and each of the employees make monthly mandatory contributions
to the scheme.

The employees employed in the PRC subsidiary are members of the state-managed retirement
benefits scheme operated by the PRC government. The PRC subsidiary is required to contribute
a certain percentage of payroll to the retirement benefits scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefits scheme is to make the required
contributions under the scheme.

No forfeited contributions are available to reduce the contribution payable in future years.
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For the year ended 31 December 2018

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a
going concern while maximising the return to its owners.

The capital structure of the Group consists primarily of equity attributable to owners of the
Company, comprising share capital and reserves, including retained profits.

At the end of the reporting period, no external debts are raised by the Group.

The management of the Group reviews the capital structure regularly. The Group considers the
cost of capital and the risks associated with each class of capital, and will balance its overall capital
structure through the payment of dividends, new share issues and share buy-backs of the Company.
The Group's overall strategy remains unchanged from the prior year.

FINANCIAL INSTRUMENTS

The Group’s major financial instruments include trade receivables, amounts due from related
companies, bank balances and cash and trade payables. 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 on a timely and effective manner.

Details of the significant accounting policies and methods adopted, including the criteria for
recognition and the basis of measurement, in respect of each class of financial assets and financial

liabilities are disclosed in note 3.

Categories of financial instruments

2018 2017
US$'000 Us$'000
Financial assets
Financial assets at amortised cost 105,472 -
Loans and receivables (including cash and
cash equivalents) - 117,531

Financial liabilities
Amortised cost 11,675 12,071
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24.

FINANCIAL INSTRUMENTS (continued)
Credit risk and impairment assessment

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group due to
failure to discharge 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.

The Group’s credit risk is primarily attributable to its trade receivables. In order to minimise the
credit risk, the management of the Group continuously monitors to ensure that follow-up action
is taken to recover overdue debts. In addition, the Group performs impairment assessment under
ECL model upon application of HKFRS 9 (2017: incurred loss model) on trade receivables based
on provision matrix. In this regard, the directors of the Company consider that the Group's credit
risk is significantly reduced.

The Group has concentration of credit risk as 14% (2017: 16%) and 57% (2017: 53%) of the
total trade receivables are due from the Group’s largest customer and the five largest customers,
respectively. In addition, the Group has concentration of credit risk by geographical location as
39% (2017: 42%) and 52% (2017: 43%) of the total trade receivables are due from customers
located in Japan and the PRC, respectively.

The credit risk on bank balances is limited because majority of the counterparties are banks with
high credit-ratings assigned by international credit-rating agencies and state-owned banks with
good reputation.
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24. FINANCIAL INSTRUMENTS (continued)

Credit risk and impairment assessment (continued)

External Internal 12-month Gross
credit credit or lifetime carrying

Notes rating rating ECL amount
US$'000

Financial assets at amortised cost

Amount due from a related 16 N/A (note a) 12-month ECL 23
company

Bank balances 17 BBB — AAA N/A 12-month ECL 93,945

Trade receivables 15 N/A (note b) Lifetime ECL (not 11,505

credit impaired)

Notes:

(@) For the purposes of internal credit risk management, the Group uses past due information to assess

whether credit risk has increased significantly since initial recognition.

(b) For trade receivables, the Group has applied the simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. The Group determines the expected credit losses on these items by using a

provision matrix, grouped by past due status.

As part of the Group’s credit risk management, the Group uses debtors’ past due status to assess the
impairment for its customers because these customers consist of a large number of customers with
common risk characteristics that are representative of the customers’ abilities to pay all amounts due
in accordance with the contractual terms. The following table provides information about the exposure
to credit risk for trade receivables which are assessed based on provision matrix as at 31 December
2018 within lifetime ECL (not credit impaired).
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24. FINANCIAL INSTRUMENTS (continued)
Credit risk and impairment assessment (continued)

(b) (continued)

Gross
Average carrying Impairment
loss rate amount loss allowance
% US$'000 Us$'000
Current (not past due) 0.00 10,249 -
1 — 30 days past due 0.00 1,093 -
31 - 60 days past due 0.22 163 1
11,505 1

The estimated loss rates are estimated based on historical observed default rates over the expected
life of the debtors and are adjusted for forward-looking information that is available without undue

cost or effort.

During the year ended 31 December 2018, the Group provided approximately US$1,000 impairment

allowance for trade receivables, based on the provision matrix.

The following table shows the movement in lifetime ECL that has been recognised for trade receivables

under the simplified approach.

Lifetime ECL

US$'000

As at 31 December 2017 under IAS 39 16
Adjustment upon application of HKFRS 9 24
As at 1 January 2018 — As restated 40
Impairment losses recognised 1
Impairment losses reversed (40)

As at 31 December 2018 1
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24. FINANCIAL INSTRUMENTS (continued)
Credit risk and impairment assessment (continued)

(b) (continued)

Changes in the loss allowance for trade receivables are mainly due to:

2018 Decrease

in lifetime ECL
Us$’000

Settlement in full of trade debtors with gross carrying amount of
US$10,532,000 40

Market risk
Foreign currency risk

Foreign currency risk refers to the risk that movement in foreign currency exchange rate which
will affect the Group’s financial results and its cash flows. The Group has certain transactions
denominated in foreign currencies, which expose the Group to foreign currency risk. Approximately
12% (2017: 12%) of the Group’s sales are denominated in currencies other than the functional
currency of the group entities making the sale whilst all costs are denominated in the group
entities’ functional currency. In addition, certain group entity whose functional currency is
Renminbi, have intra-group transactions with its holding company, denominated in United States
dollars. The carrying amount of the Group's foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are disclosed in respective notes. Although
the Group currently does not use any derivative contracts to hedge against its exposure to currency
risk, the Group actively utilises natural hedge technique, such as managing the currencies used
in transactions, to manage its foreign currency exposures. However, the management monitors
foreign currency exposure and will consider hedging significant foreign currency exposure should
the need arise.
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24. FINANCIAL INSTRUMENTS (continued)
Market risk (continued)
Foreign currency risk (continued)

The Group is mainly exposed to currency of Hong Kong dollars, Japanese Yen and Renminbi. The
following table details the Group's sensitivity to a 10% increase and decrease in United States
dollars against Japanese Yen and Renminbi. Since Hong Kong dollars is pegged to United States
dollars, the management considers that the exchange rate fluctuation between Hong Kong dollars
and United States dollars is not significant and therefore has not been included in the sensitivity
analysis. The sensitivity analysis includes only outstanding foreign currency denominated monetary
items and adjusts their translation at the year end for a 10% change in foreign currency rates. The
sensitivity rate used is the rate when reporting foreign currency risk internally to key management
personnel and represent management’s assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes trade receivables, trade payables and bank
balances. The number below indicates an increase in post-tax profit for the year and other equity
where United States dollars strengthens against Japanese Yen and Renminbi. If United States dollars
weakens against Japanese Yen and Renminbi, there would be an equal and opposite impact on

the post-tax profit and other equity.

2018 2017
Post-tax Other Post-tax Other
profit equity profit equity
US$'000 US$’000 Us$'000 Us$'000
Japanese Yen 126 - 128 -
Renminbi 2,864 4,372 3,249 4,207

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign
exchange risk as the year end exposure does not reflect the exposure during the year.
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FINANCIAL INSTRUMENTS (continued)
Market risk (continued)
Interest rate risk

The Group is exposed to cash flow interest rate risk through the impact of rate changes on
variable-rate interest bearing financial assets, mainly bank balances at prevailing market interest
rates. The Group currently does not use any derivative contracts to hedge its exposure to interest
rate risk. However, the management will consider hedging significant interest rate risk should the
need arise.

The sensitivity analysis below has been determined based on the exposure to interest rates for bank
balances at the end of the reporting period. The analysis is prepared assuming the bank balances
outstanding at the end of the reporting period were outstanding for the whole year. A 50 basis
point increase or decrease is used when reporting interest rate risk internally to key management
personnel and represents management’s assessment of the reasonably possible change in interest
rates.

If interest rates had been 50 basis points (2017: 50 basis points) higher/lower and all other variables
were held constant, the Group’s profit for the year ended 31 December 2018 would increase/
decrease by US$470,000 (2017: US$524,000).

Liquidity risk management

The directors of the Company have built an appropriate liquidity risk management framework for
the management of the Group’s short, medium and long-term funding and liquidity management
requirements. The Group manages liquidity risk by monitoring and maintaining a level of cash and
cash equivalents deemed adequate by the management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows.

The following table details the Group’s remaining contractual maturity for its financial liabilities
at the end of the reporting period. 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 principal cash flows only as the financial liabilities are non interest-bearing.
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24. FINANCIAL INSTRUMENTS (continued)

Liquidity risk management (continued)

Repayable

on demand Total
or less than  undiscounted Carrying
3 months cash flows amount
Us$'000 Us$'000 Us$'000

At 31 December 2018

Financial liabilities
Trade payables 11,675 11,675 11,675

At 31 December 2017

Financial liabilities
Trade payables 12,071 12,071 12,071

25. RELATED PARTY TRANSACTIONS

Other than the amounts due from/to related companies as disclosed in notes 15, 16 and 18, the
Group has the following significant transactions with related parties during the year:

Nature of transactions 2018 2017
Us$'000 US$'000

Revenue:
Sales of goods 55 312
Property rental income 268 263

Cost and expenses:

Purchases of raw materials 69 106
Processing charges paid 3,601 3,442
Rental paid 1,159 1,129

The related parties are companies over which certain shareholders of the Company have control or
significant influence. The Company’s directors represent the Group’s key management and their
emoluments for the year are set out in note 7.
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26. PARTICULARS OF SUBSIDIARIES OF THE COMPANY

Details of the Company’s subsidiaries, all of which are wholly-owned by the Company, at
31 December 2018 and 2017 are as follows:

Nominal

value of issued

Country of and fully paid
incorporation/ share capital/
establishment/ registered

Name of subsidiary operations capital Principal activities

Directly held:
Yorkey Optical Samoa/PRC US$550,001 Investment and property
Technology Limited holding and trading
of plastic and metallic
parts and components
of optical and opto-
electronic products
Indirectly held:
Click Away Services  British Virgin Islands/ US$1  Provision of technical
Limited PRC training and after-sales
services
SEEREEE S AR A 7] PRC, wholly foreign US$20,680,000 Manufacture and sales of
(Dongguan Yorkey owned enterprise plastic and metallic
Optical Machinery established for parts and components
Components Ltd.) a term of 30 years of optical and
commencing opto-electronic products

11 December 1995

None of the subsidiaries had any debt securities outstanding at the end of the reporting period
or at any time during the year.
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27. STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE
COMPANY

2018 2017

US$'000 Us$'000

Non-current asset
Investments in subsidiaries 19,417 19,417

Current assets

Dividend receivables 3,550 68,744
Prepayments and other debtors 1,545 1,386
Bank balances and cash 53,964 2,806

59,059 72,936

Current liabilities

Other payables 709 662
Net current assets 58,350 72,274
Total assets less current liabilities 77,767 91,691

Capital and Reserves
Share capital (see note 19) 1,057 1,058
Reserves 76,710 90,633

Total equity 77,767 91,691
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27. STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE
COMPANY (continued)

Movement in the Company’s reserves

Share Translation Special Retained

premium reserves reserve profits Total
US$'000 Us$'000 Us$'000 US$'000 US$'000

At 1 January 2017 62,982 (4,221) 19,350 15,721 93,832

Profit for the year - - - 10,579 10,579
Other comprehensive

income for the year - 4,221 - - 4,221
Total comprehensive

income for the year - 4,221 - 10,579 14,800
Dividend recognised as

distribution - - - (17,999) (17,999)
At 31 December 2017 62,982 - 19,350 8,301 90,633
Profit and total

comprehensive income

for the year - - - 3,998 3,998

Repurchase and cancellation

of ordinary shares (note 19) (79) - - - (79)
Dividend recognised as

distribution (10,504) - - (7,338) (17,842)

At 31 December 2018 52,399 - 19,350 4,961 76,710




I T ' ORKEY OPTICAL INTERNATIONAL (CAYMAN) LTD.

Financial Summary

Year ended 31 December

2014 2015 2016 2017 2018
US$'000 Us$'000 Us$'000 Us$'000 Us$'000

RESULTS
Revenue 84,454 77,553 73,491 87,329 69,703
Profit before taxation 5,558 5,026 6,149 7,624 9,213
Taxation (462) (993) (1,481) (1,844) (1,505)
Profit for the year 5,096 4,033 4,668 5,780 7,708

At 31 December

2014 2015 2016 2017 2018
US$'000 US$'000 Us$'000 Us$'000 US$'000

ASSETS AND LIABILITIES

Total assets 166,813 155,308 146,701 138,037 123,633
Total liabilities (21,404) (20,670) (27,848) (24,828) (22,802)

Net assets 145,409 134,638 118,853 113,209 100,831
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