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1. Mr LI Huating has resigned as an non-executive ik PESEEDHEIARDAFENTES © 5201952
director of the Company with effect from 28 FA28HRBAEM -

February 2019.
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Principal Place of Business in Hong Kong

Unit 608, 6/F, Lakeside 1

No. 8 Science Park West Avenue
Hong Kong Science Park
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Corporate Website
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Cayman Islands

Hong Kong Share Registrar

Computershare Hong Kong Investor Services Limited
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183 Queen’s Road East

Wanchai, Hong Kong

Principal Legal Advisor as to Hong Kong Laws

Freshfields Bruckhaus Deringer
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Industrial Bank, Huizhou Branch
Hongkong and Shanghai Banking Corporation Limited
China Guangfa Bank, Huizhou Branch

Investor and Media Relations Consultant

Wonderful Sky Financial Group Holdings Limited
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NVC Lighting Holding Limited (the “Company”, together with its
subsidiaries hereinafter referred to as the “Group”) is a leading
supplier of lighting products in China, which is engaged in the
design, development, production, marketing and sale of a wide
variety of lighting products including commercial and home
lighting products. Our products are sold through the sales
network of 36 exclusive regional distributors and we had over
3,000 NVC exclusive outlets covering 31 provinces, municipalities
and autonomous regions in China. Our production bases in
China are located in Guangdong, Chongging, Zhejiang, Shanghai
and Zhuhai and we have established Central Research Institute
in Shenzhen. We have set up operation agencies in more than
40 countries and regions around the world.

Since the establishment in 1998, we always insist on
independent innovation in product research and development,
and are committed to providing efficient, energy-saving, healthy
and comfortable lighting solutions for the fields of construction,
transportation, urban lighting, supermarket, hotel, office, housing
and industry. We have maintained the leading position in the
industry, especially in the commercial lighting sector. On 20 May
2010, the Company’s shares were listed on the main board of
the Stock Exchange (stock code: 02222).
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As a professional lighting enterprise, our products and application
solutions are selected and used by a number of famous projects
and brands, including the well-known projects such as the
2008 Beijing Olympic Games, the Shanghai World Expo 2010,
Hangzhou G20 Summit, Tianjin Subway, Wuhan-Guangzhou
Highspeed Railway, Shanghai Honggiao Transport Hub and
Hong Kong-Zhuhai-Macao Bridge, etc. the renowned property
developers such as the CO Property, Evergrande Real Estate and
Country Garden, etc. and also by the world-class hotels such
as Hilton, Sheraton and Intercontinental, and the domestic sales
outlets of famous automotive brands such as Bentley, BMW and
Toyota as well as the garment brands such as Metersbonwe,
In 2011,
lighting and service cooperative partner of the Olympic Council

Septwolves, K-Boxing and Erdos. we became the
of Asia. We entered into an agreement to become an “Official
Cooperative Partner of International Swimming Federation”
from 2013 to 2017 in 2013 and became the senior sponsor for
the 2014 Qingdao International Horticultural Exposition. Our
brand value has been the top in the lighting industry for seven
consecutive years.

The Group has devoted itself to beautify the commercial and
living space with artificial lighting and protecting the ecological
environment with environmentally-friendly and energy-saving
lighting products. Therefore, we have been vigorously promoting
the research and development and applications of advanced
lighting technologies, accomplishing its brand beliefs and
commitments with excellence and expertise.
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For the years ended 31 December BZ12A31BHLEE
2018 2017 2016 2015 2014
2018% 2017% 2016% 2015% 2014%

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
TARM TARE TARK TARE TARE

Revenue WA 4,904,848 4,063,163 3,806,329 3,845,650 3,471,014
Gross profit EF 1,478,288 1,172,858 1,020,958 901,005 741,576
Gross profit margin (Note 1) EHE (Hit1) 30.1% 28.9% 26.8% 23.4% 21.4%
Profit/(loss) before income tax RAME/(B8) 63,139 435,856 254,054 203,088 (314,587)
Profit/(loss) margin before income tax ~ FRIF[E / (BiE) =
(Note 1) (Hit1) 1.3% 10.7% 6.7% 5.3% (9.1%)
(Loss)/Profit for the year (Note 2) AE (B1B) /HE #Hz2) (302,336) 331,600 178,583 127,737 (328,068)
Net (loss)/profit margin (Note 1) % (B8) /HEX (1) (6.2%) 8.2% 47% 3.3% (9.5%)
(Loss)/Profit for the year UTEHEEAE
attributable to: (B8)/ 78 :
Owners of the parent [SYNSIE=PN (327,592) 314,268 150,928 55,759 (354,153)
Non-controlling interests s ER 25,256 17,382 27,655 71,978 26,085
Note 1:Gross profit margin equals to gross profit divided by revenue; Mat1 - ERREREFBRARA  BTFE
profit/(loss) margin before income tax equals to profit/(loss) before (EE'ETE) —?— ERBATFE(BE) BRI
income tax divided by revenue; net (loss)/profit margin equals to WA Eﬂﬁ S HBRERAE (B
(Iloss)/profit for the year divided by revenue. B),/ ﬂﬂ AR e
Note 2: (Loss)/Profit for the year represents (loss)/profit before netting off Hato - AF (B12),/ FIEAMB IR G s
profit for the year attributable to non-controlling interests. FEMRAREF AT (BE),/ FIHE -

2018 Annual Report
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As at 31 December M12H831H
2018 2017 2016 2015 2014
20185 20175 20165 2015% 20145

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
TARM TARK TARE TARE TARE

Non-current assets FERBEE 3,371,817 1,836,115 1,346,409 1,221,748 1,304,846
Current assets MEEE 4,229,285 3,637,201 3,598,264 3,645,816 3,206,593
Current liabilities wHAE 3,974,163 2,043,767 1,635,629 1,313,771 1,043,726
Net current assets FREEE 255,122 1,593,434 1,962,635 2,332,045 2,162,867
Total assets less current liabilities BEERRDAE 3,626,939 3,429,549 3,300,044 3,553,793 3,467,713
Non-current liabilities FRBER 231,423 99,320 535,369 97,764 101,104
Total equity Bign 3,395,516 3,330,229 2,773,675 3,456,029 3,366,609
Including: E
Equity attributable to owners EAGE PN
of the parent 3,286,696 3,242,052 2,703,481 3,316,907 3,247 462
Non-controlling interests JEm R 108,820 88,177 70,194 139,122 119,147
Current ratio (Note 1) RELE (1) 1.06 1.78 2.20 2.78 3.07
Note 1:Current ratio equals to current assets divided by current liabilities. Wt RBLEEERRBDEERUTD A

& o
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May 58

NVC and Tmall Genie signed a
strategic cooperation agreement,
pursuant to which both parties
would jointly develop smart
household products

ETRAEREFEERZUREIE
HE EHTRBARBREIREE
fn

June 6 A

With the brand value of RMB25.766
billion, NVC was ranked first in the !
brand list of the lighting industry, for & @

the seventh year running S

ELREALARE257.66ER MIEE
B RERBATERESS  EE8+
FIBBITHE —

September 9 A

NVC and vivo entered into the
loT strategic cooperation to
jointly build the new ecosystem
for the internet of everything

& L BvivoZE KIoTE RS & 1 -
HizEY OB R

September 9 A

NVC won the “Second and Third Prizes in the
Thirteenth CIES Lighting Award”

ELRATE [F+-=EPRRAR " - =FH&|
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November 11 B

NVC was ranked first among
illumination and lighting industry on
Tmall, JD and Suning

BLRE_BTEIM. TR H
5508 RS = 8

December 128

NVC won the title of “Jingiu Award
(& Bk4E) for lighting — Brand of the
Year 2018” and “i Mei Award (i
& #) - Most Popular Brand with
Consumers for the Year”

TR [ S ER4ERAALE2018
FERECE] [EBFERSH

EEEEmE
December 124
NVC won the title of “Leading Brand :
in China’s Illumination and Lighting g‘_.: {1
Industry in the Light Spot Award (5224 tight: 4
%) 2018” :

ELTRRIAAE [ 2B B2018FEHhEH
kﬂﬁfﬁﬁaﬂﬂ TEBM T

CERTIFICATE

December 12 A PETENSHEMRES
NVC won the title of “China’s 7th Industrial Iconic Brands” cusnsmmazs.

S et o Hwm A

FELRAKE [F7EFRETERS EmE]

~| O NVC LIGHTING HOLDING LIMITED
ETRAERERAF



N ///
Chairman’s Statement .
FREHREN

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of NVC
Lighting Holding Limited (the “Company”), | hereby present to
you the 2018 annual report of the Company and its subsidiaries
(collectively referred to as the “Group”).

Review in 2018:

In 2018, the Group entered a new transformation and
development stage. In light of the volatile global economic
conditions and the increasingly fierce industry competition
landscape, the Group actively adjusted its business, fully took
the advantage of internet and overseas market development
opportunities, as well as successfully implemented two major
acquisitions, thus realized the preliminary transformation of the
Group from a manufacturing enterprise to a channel-oriented
enterprise and the preliminary strategic expansion from the
domestic market to the international market. In 2018, the Group
realised revenue of RMB4,904,848,000, representing an increase
of 20.7% as compared with the Corresponding Period, and gross
profit amounted to RMB1,478,288,000, representing an increase
of 26.0% as compared with the Corresponding Period, which
was generally in line with our expectation.

HMERRR -

$/\&ﬁi§*iﬁ”ﬁm BAERAR ([A

A EFEe((EEE)). lﬂﬂﬁ
REARANEMBAR (5[ A%
B ]) 2018F FEME °

2018 O] A -

2018 F NEE B AR R RAVHTFEER o
EHERZENDIRKEELZMBE B
BEIMITEBRFRR  ARERBRAE
BEEY  ZHOLEBEBAEKREINTS
RS KW EHEMRAKNE NS KE
BB BRTASENRERDERER
BRMENYILSER  PREBRAER
R I5 K Y BB IR R - 2018F X
SEERIAARKL904,848F T
HE ML RIER20.7%  BEIREFTEA
R#1,478,288F ¢ - BRI BiLL &I &
26.0% * BEEFATEH -
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Outlook for 2019:

Affected by trade tensions and financial constraints, there was
downward risk to the world’s economic growth in 2019. The
International Monetary Fund downgraded the global economic
outlook for 2019 and 2020 in the latest World Economic
Outlook, and predicted that the global economy growth would
be 3.5% and 3.6% in 2019 and 2020, respectively representing
a decrease of 0.2 percentage point and 0.1 percentage point
as compared with the predictions for last October. In spite of a
predicted slow-down in the global economic growth, the Group
will comprehensively perfect and optimize the expansion of
domestic commercial lighting, home lighting and e-commerce
channels and steadily promote internal production optimization
and integration; develop emerging markets in the world in an
orderly manner, and enhance investment in overseas developed
markets and production innovation for self-owned brands
through channel expansion, cost reduction and production of
quality goods in 2019; the Company may also consider to adjust
the enterprise development strategy through capital operations
such as asset restructuring in the future.

In the domestic market, the Group will continue to expand its
channels in commercial lighting, home lighting and e-commerce
sectors. In the commercial lighting sector, the Group will focus
on the development of the channel project ability. In the home
lighting sector, the Group will spare no effort to promote brand
segmentation strategies; enhance the promotion of “Leeds
Castle”, “Zhidongfang” and other style-oriented brands, based
on maintaining the sales volume of traditional household
lamps, so as to increase the geographical coverage rate of
style-oriented exclusive outlets; In the e-commerce sector, based
on consolidating pioneering advantages of existing e-commerce
platforms, the Group will conduct its businesses on various new
e-commerce platforms with its strong brand marketing ability in
2019, so as to realize a sales growth on various platforms.

~I 2 NVC LIGHTING HOLDING LIMITED
ELRAZERARAE
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With the increase in the global market penetration rate of LED
lighting products and the rise of overseas emerging markets,
overseas markets have become new room for strategic
arrangements of LED lighting enterprises. In the future, the
Group will carry out refined operations of overseas markets for
mature and emerging channels separately. In developed markets,
the Group will continue to enhance strategic cooperation with
globally well-known lighting enterprises or construction material
retail giants to comprehensively promote the entry of LED
lighting products into major customer channels and secure a
record breaking result; meanwhile, it will thoroughly develop
existing product lines, insist on providing high cost performance
products, and introduce mature product lines in other markets,
through mature product resources in North America and other
markets, so as to deepen and expand channels. For new
channels, the Group will reorganize businesses in the Middle East
and North Africa. In the Middle East, it will focus on improving
the project sales ability, and develop localized products which
meet local demands, by taking advantage of Qatar World Cup
2022 and UAE World Expo, so as to provide professional lighting
solutions for more projects; In Southeast Asia, the focus is on
channel development and greater efforts to enter local markets.

In terms of internal management, in the future, the Group will
continuously promote the reduction in manufacturing, research
and development, and purchase costs. It will reduce costs and
improve efficiency through measures including automatic and
semi-automatic production, promotion of delicacy management,
technological process optimization and centralized procurement.
Meanwhile, it will enhance the optimization and integration of
resources of its production bases, and promote cost reduction
through restructuring and process optimization. In addition, the
Group has established a global product development center and
a global product purchase center, and built a global cost-effective
and competitive product and service system through introducing
professional commercial and home lighting design teams from
a number of countries, attracting and training top professionals
and otherwise, which provide powerful back-end support for
front-end sales.

FEELEDBAERERIRMSEBEEN
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Acknowledgement

Our stable development for 20 years depends on the
wholehearted contributions and persistent support from the
Board and all staff members. | would like to express my heartfelt
thanks to the long-term support of all shareholders, clients,
suppliers and distributors. In the future, we will strive forward
steadily as in the past with full responsibility to all shareholders,
clients, suppliers and distributors, with an aim to make NVC a
world-wide respected brand and secure satisfactory results to
repay the support from various sectors.

WANG Donglei
Chairman

Hong Kong
26 March 2019
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Management Discussion and Analysis —
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Market and Business Review

In 2018, the world’s economy continued to grow modestly, while
the international trade slowed down and the global economy
grew by 3.7%. Against such backdrop, China’s GDP growth
rate remained at 6.6%, and China’s economy experienced an
adjustment period with changes amid stability and opportunities
amid risks. In 2018, there was a slump in the market of lighting
products as household necessities, and the global LED lighting
industry generally experienced a slow growth. According to
the statistics of the China Association of Lighting Industry, the
total LED lighting export of China in the first three quarters
of 2018 was US$23 billion, only representing an increase of
2% as compared with the Corresponding Period in 2017. In
terms of domestic demand, the overcapacity problem remained
unsolved. With the market demand growth rate far less than the
capacity growth rate, product price decreases and the fact that
production of lighting enterprises increases without increase of
revenue, strategic adjustment or transformation has become an
inevitable choice for the lighting industry.

At present, in the lighting industry, there is increasingly fierce
competition on product, market segment, channel and brand.
Through 20 years of development, the Group has built a
favorable reputation of brand as well as a comprehensive
and mature channel network, and realized the synchronous
development in sectors including commercial and home
lighting. Taking advantages of the opportunities of industry
adjustment, the Group actively carried out diversified channel
arrangements during the Reporting Period, so as to capture
more market segment shares. During the Reporting Period, the
Group acquired 100% equity interest in Blue Light (HK) Trading
Co., Limited (BEBRESKEZERAF]) (‘Blue Light”) in July
2018 to expand online distribution channels, thus realizing
the integration of online and offline channels; and 100%
equity interest in Elec-Tech Solid State Lighting (HK) Limited
(“Elec-Tech”) in November 2018 to enter the North American
market and increase the overseas sales. Such two acquisitions
represent a progress in the transformation of the Group from a

ESE 3 E)
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Bl B N A = 42 (B (GDP)D R 5 76.6%H)
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manufacturing enterprise to a channel-oriented enterprise, and
the strategy of extending the businesses from the domestic
market to the international market. In 2018, the Group realised
revenue of RMB4,904,848,000, representing an increase of
20.7% as compared with the Corresponding Period, and gross
profit amounted to RMB1,478,288,000, representing an increase
of 26.0% as compared with the Corresponding Period, which
was generally in line with our expectation.

PRC sales

The Group mainly sells its self-owned brand in the PRC market
where, NVC brand sales account for over 90% of the sales.
During the Reporting Period, NVC brand products of the Group
were sold mainly through 36 exclusive regional distributors
who had over 3,000 exclusive outlets (100.0% coverage rate
in the provincial capital; approximately 95.0% coverage rate
in the prefecture-level cities), and over 4,600 counters. During
the Reporting Period, the Group focused on promoting the
channel development and independent operation of business
departments, and established the Commercial Lighting Business
Department, the Retail Business Department (former Household
Product Business Department) and the E-commerce Business
Department to carry out differentiation strategies for different
segment channels.

In the commercial lighting sector, the Group continuously
establishes and perfects the project business system to develop
core capacities for small and medium-sized projects and enhance
the project conversion rate. Meanwhile, it increases the tender
success rate for outdoor landscape lighting projects through
independently designing and developing outdoor products, and
were awarded several projects each with a value of over RMB10
million, including “Bengbu Night Scene Lighting”, “Zhuhai Night
Scene Lighting” and “Lighting of Qingdao Olympic Sailing Centre
for Shanghai Cooperation Organization Summit in Qingdao”.
[t made great achievements with regard to key customers. It,
together with distributors, entered into strategic cooperation with
top 20 real estate enterprises or decoration companies in the
industry during the Reporting Period. In the home lighting sector,
the Group actively promoted the development of exclusive outlets
for household products, especially the opening, upgrade and
reconstruction of decorative lighting outlets. During the Reporting

NVC LIGHTING HOLDING LIMITED
ELRAZERARAE

16

BE—F-2018FAEEERKAA
R #4,904,848F 70 - B[R BALL &I &
20.7% : BEI EFEE A K ®1,478,288
For - HRHALERIER26.0% @ BEA
GTEE] o

PESEE

AEBRPEMSULEEREHEER
F O HAETREHEESLLEEDHEE
WABIWBLA L - SEFER + XEH
FE TR EmE 2 HA3GEEXREE
ICHEEITIHE - BREECHBE R
EI 000 REEE (A EHMEBEXA
100.0% : Mo AR TH 78 & L $£3095.0%)
K4600ZKEMHE - MEFEALEH
BEMEREERREEINBLE
B WEBYH¥RASEN TESF
B (RREFEDN) REFHEEDU
HAEMAD RERNEZ(LEEE -

ERERARE  AEERBERIME
ETREBER  TEP/PNIEZOE
hoRAEBELE - ARFBBEIR
AHTEPINER - IERPINFEIRAR
BRRE . YKIHETRE HEMR
2Rl TRERERLI MIBESL
BlgRMP L] FEAXREA
RETEAER - MEHT P RE K
QR REFEANMSLHBESZK
17 5% M AT208 5 b (b X s K 2 7
ERBREEE - EXRERARL - £AK
EEBEEERFZEEEE  FHIEE
EEMBENRER A RBGE - BREFE
A TER T 2T AR B B E900%R K » I
RINER RS mEEEEE i
MEEE S HBB50R © R ERET
SR BIF - FENAHBEBEAD



N [/
Management Discussion and Analysis —

S B HRES\

Period, it successfully opened and upgraded over 900 exclusive
outlets, promoted the opening of “Zhidongfang” brand exclusive
outlets, and contracted with over 50 new exclusive outlets.
Meanwhile, it actively promoted the marketing model innovation,
and continuously enhanced the investment in the model of group
buying, so as to facilitate the increase in the terminal sales
volume. Based on maintaining the advantages of commercial
and home lighting channels, the Group actively made diversified
channel arrangement. During the Reporting Period, it successfully
acquired Blue Light, thus opening online distribution channels
and further integrating channel resources of the Group. After the
acquisition, the E-commerce Business Department performed
exceptionally. On “11 November”, an online shopping festival,
it was ranked first among illumination and lighting industry on
Tmall, JD and Suning, thus securing another important source of
sale growth of the Group.

International sales

In terms of international market sales, the Group vigorously
promotes the development of the international market. During
the Reporting Period, the Group continued to secure customer
resources for NVC brand products in the UK, Australia and other
mature channels, and continuously tapped into market potential
in the Middle East and Southeast Asia. The Middle East office
focused on product development, market promotion and project
support in the Middle East and North Africa, and made efforts
for project channels through the establishment of a special team;
within the Reporting Period, it was awarded projects each with
a value of over RMB10 million, including the “Qatar VENDOME
Mall”, “Saudi Arabia Sabic Group Villa Cluster” and “Kuwait
Petroleum”, thus further enhancing the international penetration
rate of the NVC brand. In addition, the Group developed three
national-level distributors in Israel, Palestine, Bahrain and other
regions, meanwhile, it developed new distributors in regions
with weak sales performance, including Egypt and Lebanon.
In the Southeast Asian market, it focused on the development
of Indonesian wholesale and retail channels. It has developed
over 700 outlets, together with distributor teams, and realized
comprehensive distribution of NVC products.

B’A - BORmEEER - ERFAER
RAMKERAREEZHER L - K
SEHERETEZTIEREMD  MEF
EAXRNKBRET T8 TRED
HRE E—FEATRBREER-
PERNERSFXIRARR  £E5
REA BN ER—BEBRH R
R HEFBEHRAITEEZEE—
MM TASBEN —BEE2NHEERY

BIPRH &

BB miniEE A E  AEERXNHEER
BEEMENRE EFEANLEEE
BEEFTREERERR - BAF T
ERARBENEFER  WIHEREZEHR
REREEMEE - PRHEEEL
HARRILFERETERRAE - M5
HEREESR  BRARFEMERS
NBRIREE MEFEAKNNPE
[ BVENDOME Malll » [ 4Sabic
SERNEH] - [RESEaH] EARE
TERANER - E—FRATELTRE
MERZ2ER . Ihih REBENUE
5 - EBENETIEFIE MRS b & 5 5 = (@
B RFAEHER - BRRAR R RBER
EHEEHEETHCHEEAR - R
EEMBRAERRENEHBETERERN
FER - B ATE BRAC SR B B ST Ak A B
B700MK WERETERMNEZHEHE

e
p=|

o

2018 Annual Report
AR



N
7

\/
Management Discussion and Analysis

BB smE AT

The Group successfully acquired Elec-Tech in November
2018, thus further expanding international channels. Elec-Tech
had businesses covering North America, with comprehensive
marketing and market service teams in Chicago and Atlanta,
the US, and provided international large-sized retailers and
distributors with one-stop home and commercial lighting
solutions, covering various processes including research and
development, production, transportation, after-sales services and
warehousing. Such substantial acquisition was beneficial to the
Group to reorganize international resources, develop technical
advantages, share distribution channels and capture more
international market share. In addition, during the Reporting
Period, the newly-established Japanese company successfully
obtained the comprehensive and independent authorization
for retail businesses under the Toshiba brand in Japan, which
represented another successful breakthrough of the Group
in the Japanese market. In terms of existing energy-saving
lamp, energy-saving lamp tube and lighting electronic product
businesses, with its advantages in cost, technology and scale,
the Group promoted the entry of LED lighting products into
major customer sales channels, and over 70% of products were
successfully converted to LED products, during the Reporting
Period.
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Product research, development and design

During 20 years of development in the lighting sector, the Group
has insisted on independent innovation of products research
and development. During the Reporting Period, research and
development of the Group focused on new product development,
innovation of new technologies and techniques, and development
of intelligent projects, and aimed to improve the speciality
and competitiveness of products. According to the divisional
organization reform of the Group, the Research and Development
Department of the Group adopted different research and
development plans for different application scenarios in
segments. It successfully developed 36 series of new commercial
lighting general products and 18 series of special products in
the commercial lighting sector, and developed a strong ability to
deliver commercial lighting project products; in the household
sector, the Group took the lead in having full spectrum solutions
passed the test in the industry, and successfully marketed them.
Based on its research and development philosophy of making
quality products, the Group provided hundreds of millions of
consumers with healthier lighting solutions. During the Reporting
Period, the Group entered into a strategic cooperation with the
“loT” business department of Tmall, with focus on the smart
home sector and for the purpose of accelerating smart lighting
product arrangement; it successfully developed 5 demonstration
projects of smart application, namely smart warehouse, exhibition
hall, conference room, hospitals and chain beauty salon. In
addition, during the Reporting Period, the Group applied for 304
new patents and was granted 348 approved patents.
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Brand promotion and honor

During the Reporting Period, the Group continued to implement
the core brand philosophy of “professional technology, lighting
art”, and was committed to building the No. 1 brand of the
smart lighting solution service providers in the era of Internet; it
was once again ranked first with the brand value of RMB25.766
billion, in the lighting industry. During the Reporting Period, the
brand strategy of the Group focused on brand rejuvenation and
intelligentization. On “11 November”, an online shopping festival,
the new smart product made to order jointly by NVC Lighting
and Tmall Genie (K#Hf5%) was top-selling in Tmall loT Smart
Luminaires, while the “People’s Quality Product Award” was
granted for the smart living room made to order by them. In
addition, the rejuvenation image of the NVC brand was gradually
communicated to the public, through publicity via Tiktok, Weibo
and other mobile internet platforms, and We Media matrix, and
creative pictures in airport and high-speed rail advertisement,
etc. With the strong brand strength, during the Reporting Period,
the Group won various honors: Mr. WANG Donglei, the Chairman
of the Group won the honorary title of “40 Influential Persons
From 40 Enterprises During 40 Years of Reform and Opening up”
in the third Qianhaiwan Lighting Engineering Award; the Group or
its subsidiaries won various honors, including “China’s Top 500
Companies in Terms of Brand Value”, “Industry Leader Brand” in
China’s lighting industry in 2018, “China’s Top 30 Companies in
Terms of LED Technology Innovation”, “No.1 in China’s Annual
Brand Award in 2018 (Lighting Industry)”, “Most Popular Brand
with Consumers for the Year” and “lconic Brand in China’
Industry”, sufficiently reflecting the fact that the NVC brand was
highly recognized by different corners of society, thus the brand
reputation was further improved.
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Progress of Litigation

Since December 2014, a subsidiary of the Company (the
"Subsidiary”) initiated a series of court proceedings in the PRC
against Mr. WU Changjiang, the former director and the former
chief executive officer of the Company, and other persons
in relation to a number of alleged pledges and guarantees
agreements (the “Pledge and Guarantee Agreements”)
entered into by Mr. WU Changjiang purportedly on behalf of
the Subsidiary, and certain counter-guarantees (the “Counter
Guarantees”) provided by Chongging Wu Ji Real Estate
Development Co., Ltd. (EEEEREMWERZEBR 2 ) (*Wu
Ji”). These court proceedings in the PRC included legal actions
initiated by the Group to claim on the Counter Guarantees
provided by Wu Ji.

The Company has recently discovered that a first trial judgment
was issued in 2018 by the Chongqing Fifth Intermediate People’s
Court which held Wu Ji liable to a third party for the payment
of RMB181,209,800 with interest, which together amount to
approximately RMB279,856,000 as of 31 December 2018; and
that Wu Ji’'s subsequent appeal against the judgment has been
deemed to be withdrawn (as disclosed by an announcement of
the Chongging Higher People’s Court issued in December 2018).
That same announcement stated that the Chongqging Higher
People’s Court had upheld the first trial judgment, and that the
first trial judgment shall take effect either upon actual delivery
of the decision, or upon deemed delivery of the decision (which
occurs 60 days after the date of the announcement), whichever
happens first. The Company does not know whether actual
delivery of the decision occurred, but notes that the date of
deemed delivery would have been in February 2019.

The Subsidiary was also a co-defendant in three PRC court
actions commenced by two PRC banks and a finance company,
respectively, in relation to several alleged pledges and guarantees
purportedly entered into by Mr. WU Changjiang. Please refer to
the Company’s 2017 annual report and 2018 interim report for
details.
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In relation to one of the aforementioned court actions
commenced by a PRC bank against the Subsidiary as a
co-defendant, certain funds held by the Subsidiary had been
frozen by such PRC bank. In April 2016, Chongging Fifth
Intermediate People’s Court issued a judgment, which, among
other things, ordered that the Subsidiary was jointly liable with
another PRC company for the payment of RMB60,000,000,
plus interest and costs, to such PRC bank. The Company
filed an appeal against such judgment with the Chongging
Higher People’s Court. In early 2017, the Company received
the judgment of the Chongqging Higher People’s Court which
rejected the Subsidiary’s appeal and upheld the first instance
judgment. Please refer to the Company’s announcement dated
27 February 2017 for details. The Subsidiary subsequently filed
an application of retrial of the relevant PRC court judgments, but
its application was rejected by the Chongging Higher People’s
Court. The Subsidiary has subsequently filed an application of
protest with the Chongqing People’s Procuratorate to overturn
the relevant judgments and for a retrial of this matter. In May
2018, Chongqing People’s Procuratorate filed a protest with the
Supreme People’s Procuratorate. The outcome of the protest
application, according to the official legal documents received
by the Subsidiary, is pending as of the date of approval of these
financial statements.
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In relation to one of the aforementioned court actions
commenced by another PRC bank in the Chongqging First
Intermediate People’s Court, it was alleged, among others, that
the eight individuals/institutions (the “Eight Guarantors”) including
the Subsidiary should be jointly and severally liable as guarantors
for the debt of RMB35,497,000, plus interest, as owed by
Chongaing En Wei Xi Industrial Development Co., Ltd. (“En Wei
Xi”) to the Bank. The Company received a judgment from the
Chongaing First Intermediate People’s Court in September 2016,
which held, among other things, that the Eight Guarantors,
including the Subsidiary, were jointly and severally liable with
En Wei Xi for the payment of RMB35,497,000, plus interest
and costs, to such PRC bank. The Subsidiary filed an appeal
against such judgment with the Chongaing Higher People’s
Court. In June 2017, the Company received the judgment of the
Chongging Higher People’s Court which rejected the Subsidiary’s
appeal and upheld the first instance judgment. Please refer to
the Company’s announcement dated 30 June 2017 for details.
The Subsidiary subsequently filed an application of retrial of
the relevant PRC court judgments. In May 2018, the Company
received the ruling of the Supreme People’s Court of the
People’s Republic of China which rejected the Subsidiary’s retrial
application.

In relation to the another aforementioned court action
commenced by the finance company in the Chongqging First
Intermediate People’s Court, it was claimed that Mr. WU
Changjiang, the Subsidiary and two other entities should
be jointly and severally liable as guarantors for the debt of
RMB34,000,000, plus interest, as owed by Ms. WU Lian to
the finance company pursuant to several alleged agreements.
The Company received a judgment from the Chongqing First
Intermediate People’s Court in October 2016, which, among
other things, ordered that the guarantors, including the
Subsidiary, were jointly and severally liable with Ms. WU Lian
for the payment of RMB34,000,000 plus interest and costs, to
such finance company. The Subsidiary filed an appeal against
the judgment with the Chongqging Higher People’s Court. In
September 2017, the Company received the judgment of the
Chongging Higher People’s Court which rejected the Subsidiary’s
appeal and upheld the first instance judgment. Please refer to
the Company’s announcement dated 14 September 2017 for
details.
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Management’s position and accounting
treatment

Since 2014, the Group has strived to eliminate the impact of
the alleged pledge and guarantee agreements with various
approaches, including seeking advice from the PRC lawyers,
considering the available evidence together with lawyers,
reviewing relevant court decisions, applying for retrials, applying
for protests and other legal remedies, in order to safeguard the
interests of the Group and its shareholders. As disclosed in the
Company’s announcement dated 1 March 2019, the Company,
with reference to a variety of factors and considerations, has
decided to make additional provisions in relation to the litigations
mentioned in the section headed “Progress of Litigation” in
this annual report. These additional provisions amount to a full
provision in the Group’s consolidated financial statements for
the year ended 31 December 2018 in respect of the matters
relating to the qualified opinion. The Audit Committee of the
Company confirmed that it has reviewed and agreed with the
management’s position and the accounting treatment of the
Company set out above.

Although the Company has made full provision for the above
matters in the consolidated financial statements of the Group for
the year ended 31 December 2018, the auditor of the Company
qualified their opinion on the consolidated financial statements of
the Group for the year ended 31 December 2018, because of the
effect of audit scope limitations in the audit of 2017 consolidated
financial statements on the comparability of the related 2017
figures and 2018 figures in the consolidated financial statements.
For basis for qualified opinion, see the section headed “Basis for
Qualified Opinion” as set out on pages 205 to 213 of this annual
report. In consideration of the impact on the comparative figures
for the Corresponding Period, the qualified opinion will continue
to have an impact on the consolidated financial statements of
the Group for the year ending 31 December 2019. As discussed
with the auditor of the Company, if the circumstance remains
unchanged and relevant provisions are made appropriately,
the Company expects the qualified opinion in the independent
auditor’s report will be removed for the year ending 31 December
2020.

NVC LIGHTING HOLDING LIMITED
ELRAZERARAE

24

EEENVERETEE

B20145 AP - REBE —HBEBERRE
& 18 b OB BR P B S R B R R s P75 2K
WEE BESKPEZMANER - H
EZM—RAZEEAARE  FHEEER
HRAWHEABEREMMFEEZEFR
HEASBERERRMNFZ - IR F
HEA2019FE3 A1 B 2 AEIFE - &
2EZBHAEREE  ARRIBERTEEH
HAFERE [FRER] —FAAM
FAAETIRREINGE A - ZBINBEEETE
AL B #H EZ2018F12A31B IEFE
BNV BRETFREERMMAEE LR
BEE ARFEZZEERREAEE
BIYRELEXAEEEENILISRAR
AR EETREE o

BEAQARCHYE P EERAEEE
F2018F12A31H Lt F E & OB % 3R
KPFHREREEE - AR2017F 56151
R BZNBIZEE T B R B %2017
FR2018F & UM EHREETHA L1t
EEFE  ARaZEEN L 1E20184F
12A3TBLEFEARASEMNE I B W
ENMERTREBER  BERALAREBE
ANERBELEARAFEREF2058F
F213EERA [REBEEREMR| —f2
WA - ZRE B mKE R L&
MEE REBEEANEFEREEEHL
2019F12A31B It FE M & OB 75 3R
R LERNAZEEN R - WRER
RETE LA ROBEBLRE A2
AITEFTIRE E R R E E£2020F12H
S1HIEFEMNBLAZBMBFE R B -



N [/
Management Discussion and Analysis —

S B HRES\

The Group’s Main Products

The Group focuses on developing creative R&D capability,
providing professional and optimized LED lighting solutions, and
aim to promote the national energy-saving, emission-reduction
scheme and enhance green lighting industry forward to more
sustainable, healthy and well-regulated growth. The revenue from
LED lighting products account for 84% of the Group’s total sales
revenue.

At present, the Group is mainly engaged in research and
development, production and sale of commercial and home lighting
luminaire products, lamp products, lighting electronic products and
other products, and provides distributors and project customers
with products and services, in the form of own NVC brand +
OEM. In the future, the Group will gradually transform itself to
a channel service-oriented enterprise. Main commercial lighting
luminaire products of the Group include downlights, ceiling lights,
spotlights, ceiling lamps, panel lights, high bay lights, lamp panels,
brackets, flood lights, wall lights, street lamps and emergency
lights series, which can be widely used in the large conference
halls, hotels, supermarkets, offices, landed properties, roads
and airports etc. Main home lighting luminaire products of the
Group include aluminum lights, candle lights, wrought iron lights,
flat-panel low-voltage lights, brass lights, Acrylic lights and etc.,
which can be widely used in the living room, dining room, bed
room, children’s room, kitchen, bathroom, balcony and many other
indoor applications. Main lamp products of the Group include light
strips, energy-saving lamps and energy-saving lamp tubes. Lighting
electronic products and other products of the Group include driving
power, electronic ballasts, bath heaters, ventilator and integrated
ceiling lights.
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Samples of Main Products of Commercial Lighting Luminaire:

BERAEAE T ZEL RO

| L

Downlight Series

[BreESd

Ceiling Light Series
RIEE 5

Multiple Light Series
TRAM S 2 55

2018 Annual Report
g2 25



N
> Management Discussion and Analysis
/BB AT

_/

| ———
j}\

l : v
= =

Ceiling Lamp Series Plate Light Series High Bay Light Series
RIERE 275 H R & £ =E R

@ples of Main Products of Commercial Lighting Luminaire:
EXRAB AT ZEMRY

Q)

Track Light Series Flood Light Series Wall Light Series
EIREEI ] BRI E R BE R 27|

Batten Light Series Panel Light Series Street Light Series
R AP x-Sl BB R

AeTeFat+Ta

Emergency Light Series 2 Emergency Light Series 1
HB R = H & F S —

2 6 NVC LIGHTING HOLDING LIMITED
ELRBERBRAA



N /s
Management Discussion and Analy3|s —

EEEREDFT\

Ga\mples of Main Products of Home Lighting Luminaire:
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Energy-saving Strip Light
Lamp Tube Series B
EiRLIE B &5

Ga\mples of Lighting Electronic Products and Others:
MREAE 28 M H b E fm Rl -

-‘:—.E_M. e B

American Standard European Standard Electronic Ballast Series
LED Drive Series LED Drive Series BEFERERY
E1ZLEDERFEIR R BUELEDSES) E JR 5]

Ventilator Series Bath Heater Series Integrated Ceiling Light Series
BRE RS AERT EXBIART
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Financial Review

Sales Revenue

Sales revenue represents the invoiced value of goods sold,
after allowances for returns and trade discounts. During the
Reporting Period, the sales revenue of the Group increased by
20.7% from the Corresponding Period to RMB4,904,848,000.
In particular, the LED lighting products recorded sales revenue
of RMB4,137,958,000 with an increase of 30.7% from the
Corresponding Period.

With the continuous development of our businesses, the
business segments classification by luminaire products, lamp
products and lighting electronic products as originally disclosed
was not suitable for the existing scope of business, so we no
longer classify sales revenue by business segments. For business
management need and the nature of business units based on
the products and market, the Group reclassified the reportable
operating segments as follows:

Revenue by geographical locations, NVC brand sales and
non-NVC brand sales

The table below sets forth the sales revenue by geographical
locations, NVC brand products and non-NVC brand products
and the growth rate of each item. Our non-NVC brand products
primarily consist of ODM products.

N //
SEEIT RS\

5 %5 121 B
HEBA

HEWAEBCEEYNREREEBR &
H%L SHPFrMEFE - RIREFE
CAEERBHERARARE
4,904,848? 7T B[R BR 4 R20.7% -
HAPLEDRHBAERNSHERAARE
4,137,958 F 7T * A HAIER30.7% °

BEEATREBNTEHRE  REBED
BE - RRRBAEBREMD S TE
REBMEREE  AHEEKRATH
REGHHE D HREEEETE
HEMMMSEAKEBETHES - K
SEEFEDUTHREESEDEL

BENERE L ia I E L mEH
E& 71K A

TREIIZHIEBAE BT REERM
FETmHMERESWVEERAREIE
BMERE - RMNIIFEELTmEERE
T HODME @A -
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Year ended 31 December
BZE12A31BLEE
2018 2017  Growth rate
20184 20174 BRE
RMB’000 RMB’000
FTARY TARY

Sales revenue from PRC REFENHEERA

NVC brand ELTmE 3,286,304 2,543,813 29.2%
Non-NVC brand JEE LM 342,868 266,481 28.7%
Subtotal a-7a 3,629,172 2,810,294 29.1%

Sales revenue from international market K EHBRHHEEW A

NVC brand B+ mE 185,150 280,852 (34.1%)
Non-NVC brand FEE Lk 1,090,526 972,017 12.2%
Subtotal - 1,275,676 1,252,869 1.8%
Total N 4,904,848 4,063,163 20.7%
Revenue by LED lighting products and non-LED lighting HLEDAE 86 Z /5 F FELEDFE BF Z /5 5 &5
products B9 B9 A
The table below sets forth our revenue from LED lighting TREHY|IZLEDRR B E i f JELEDRAR B
products and non-LED lighting products and the growth rate of ELESoHKARZIEEMNERE o
each item.
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Year ended 31 December
BZ12B31HILEE

2018 2017  Growth rate
20184 20174 BRE

RMB’000 RMB’000

FARM FARK
LED lighting products LEDHRFAE M 4,137,958 3,165,613 30.7%
Non-LED lighting products JELEDERFHE & 766,890 897,550 (14.6%)
Total &8t 4,904,848 4,063,163 20.7%

During the Reporting Period, the PRC sales increased by 29.1%,
of which the sales of NVC brand increased by 29.2%, mainly due
to the acquisition of e-commerce business during the Reporting
Period, which helped successfully open online channels, resulting
in the increase in the sales revenue as compared with the
Corresponding Period; the sales of the non-NVC brand increased
by 28.7%, mainly due to the rise in the number of sales orders
for non-NVC brand LED lighting electronic products, as well as
the sales revenue from the acquisition of Elec-Tech during the
Reporting Period; the international sales only increased by 1.8%,
of which the sales of the NVC brand decreased by 34.1%, mainly
due to the change in the international economic environment and
the decrease in main customers’ demands during the Reporting
Period; while the sales of the non-NVC brand grew by 12.2%
as compared with the Corresponding Period, mainly due to the
acquisition of Elec-Tech during the Reporting Period, which
provided access to the North American market and increased
the oversea sales volume.

RBEFEAN - PEHEEER29.1% -
ERELTmBEEEER202% T2
MEFTEANRBETEHEL - KINIT
BTRERE FREERAHERR
LA FETREHEEER
28.7% * X EB =N IFE T mMELEDR
AEREMHEENRANUNRRESF
ERKBIEEMERAHEERATR
B EE R R1.8%  HhELTRET
f234.1% » TEREBLERENE L
NERENEFERFFTRABPATE
i IEE Lo E AL BRI = 12.2% -
FEBENBEFEARERE  TB
TIEEMIZMERIEMT BINEEE -
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Cost of Sales

Cost of sales mainly consists of the cost of raw materials,
outsourced manufacturing costs, direct and indirect labor costs
and indirect costs. Major raw materials of the Group include
iron, aluminum and alloys, fluorescent powder, glass tubes,
electronics components and LED packaged chips. Outsourced
manufacturing costs primarily include the cost of purchased
semi-finished products used in the production of our products
and finished products produced by other manufacturers.
Indirect costs primarily include water, electricity, depreciation
and amortisation and others. The table below sets forth the
composition of our cost of sales:

SHERA

HERANEZBERMEIRA « M E
ERA - BEEMEESIRAREESR
B ARENEEEMEEES 8K
A EBHXH - BHE  BFLHEHEN
RLEDHERAZ - INBEEKRAETE
BERBERARBEMOEREENFKm
AREMBEEAEENKROKAR o HE
BEBRAITEREK T IEMEBEHE
REAM o TRITIEEK AR

Year ended 31 December
BE12A31BLLEE

2018 2017

20185

20175

Percentage in Percentage in

RMB’000  revenue (%) RMB’000 revenue (%)

{EWA LB (N4

TAR® (%) TARK (%)

Raw materials FEaEt 1,881,461 38.4% 2,003,602 49.3%
Outsourced manufacturing costs AhE)HE ERCR 1,144,804 23.3% 530,346 13.0%
Labor costs BT 276,072 5.6% 254,050 6.3%
Indirect costs HEZER 124,223 2.5% 102,307 2.5%
Total ST 3,426,560 69.9% 2,890,305 71.1%

During the Reporting Period, the cost of sales as a percentage
of revenue decreased from 71.1% to 69.9%, while the gross
profit margin increased from 28.9% to 30.1%, mainly due to the
change in the product sales structure, the gradual adjustment to
the price policy for customers to improve the gross profit margin
and the effect of the acquisition of subsidiaries.
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Gross Profit and Gross Profit Margin

Gross profit is calculated as the net value of revenue less cost of EFHEWR AR EHEK AN B R FEE -
sales.

RBEEFEARN BERENRBARE
1,478,288F T B[ # Ik W g K
26.0% ' $H & F M X #28.9% &
30.1% ° &7 #HYVFEF R EHEF| R A
from 28.9% to 30.1%. The gross profit and gross profit margin T

During the Reporting Period, gross profit was RMB1,478,288,000,
representing an increase of 26.0% as compared with the
Corresponding Period; gross profit margin of sales increased

by segments are shown as follows:

TRINRAREE e 230 IR 6 B
MELTREERKIFELmEE
mE DR ENREME

(i) The table below shows the gross profit and gross profit (i)
margin by geographical locations and NVC brand products
and non-NVC brand products for the periods indicated:

Year ended 31 December

BZ12A31ALEE
2018 2017
20184 20174

RMB’000 (%) RMB’000 (%)

TARY (%) FTARE (%)
Gross profit from PRC sales: FEHEELENER
NVC brand ELmig 1,195,684 36.4% 924,100 36.3%
Non-NVC brand FELRE 47,731 13.9% 49,443 18.6%
Subtotal et 1,243,415 34.3% 973,543 34.6%
Gross profit from EIMREEEELEMNER

international sales:

NVC brand ZT Qe 45,636 24.6% 59,023 21.0%
Non-NVC brand FELRE 189,237 17.4% 140,292 14.4%
Subtotal it 234,873 18.4% 199,315 15.9%
Total A%t 1,478,288 30.1% 1,172,858 28.9%
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(i)  The table below sets forth the gross profit and gross profit iy TRBIILEDHEPAAE @ MU K3k
margins of LED lighting products and non-LED lighting LEDRRERE MM ERN R EFE -
products:

Year ended 31 December

HZ12HA31HLEE

2018 2017
20184 20174
RMB’000 (%)  RMB’000 (%)
FARK (%) FARE (%)
LED lighting products LEDRRRAE & 1,353,772 32.7% 994,832 31.4%
Non-LED lighting products JELEDRRERE W@ 124,516 16.2% 178,026 19.8%
Total gross profit HER 1,478,288 30.1% 1,172,858 28.9%
During the Reporting Period, the gross profit margin from the RBEEFERN PRBEEEENER
PRC sales decreased from 34.6% to 34.3%, mainly due to the RYEB46% TR E34.3% 0 T BHRNE
change in the product sales structure and the adjustment to mHEEBEHUARBOIEET T ME
the prices of certain non-NVC brand lamp products affected by HBEEMX MR RTEMBAE: M
market demands; while the gross profit margin from international RIHEEENENEN15.9% L FHF
sales increased from 15.9% to 18.4%, mainly due to the higher 18.4% ' T ERMEFERNEFEXRR S
proportion of sales of LED lighting products with a higher gross BWLEDRRAAE M S (LR A - W T
profit margin, the gross profit contribution from the acquisition BRRASERNENBRUARASREEFN
of subsidiaries and the gradual improvement in the price policy FREMBESHREHRETEBINEFNE
for major overseas customers to improve the gross profit margin IR -

during the Reporting Period.
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Other income and gains

Our other income and gains mainly consist of rental income,
gain on sales of scrap materials, fair value gain of the derivative
component of convertible bonds, fair value gain on deemed
disposal of an associate, government grants and interest income
(the breakdown of other income and gains is provided in note 5
to the consolidated financial statements on pages 351 to 352
of this annual report). We received various types of government
grants in the form of tax subsidies and incentives for technology
research and development activities and expansion of production
capacity of energy-saving lamp. Government subsidies are
provided by relevant authorities at their discretion, and may
not be recurring in nature. During the Reporting Period, other
income and gains increased significantly to RMB253,538,000
as compared with the Corresponding Period, which was
mainly due to the effect from gain on fair value change of the
derivative component of convertible bonds, fair value gain on
deemed disposal of an associate and exchange gains during the
Reporting Period.

Selling and distribution costs

Our selling and distribution costs mainly consist of freight costs,
advertising and promotion expenses, staff costs and other
expenses, which include office expenses, custom clearance
expenses, travelling expenses, depreciation and amortisation,
insurance fees and other miscellaneous.

During the Reporting Period, our selling and distribution costs
were RMB517,646,000, representing an increase of 28.8% as
compared with the Corresponding Period. The increase was
mainly attributed to the increase in staff costs, freight and
promotional fees compared with the Corresponding Period
and the effect from acquisition of subsidiaries. Our selling and
distribution costs as a percentage in revenue increased from
9.9% to 10.6%.

HAW A K i &

BPNEMBMARKEEEZBFERASK
A HEBEMKE  TBRRESFITAET
BB DA BEKE HEIEREE R
BENRNAABEKS  BUTEB X
FBUWAE (K A K Wz H 28 AL 75
SBAFEREFHB1IAEEFHEI/E 2
B EHRERMEES) - RIFHRMEEF
T& 1E & 1 WU B A N SR B HE 1T R o it 3%
FMIBERENGE B ERE MBS REB) o BLEIK
[T R AR B RIRER - REBR
KEM  RREFERN - HRARK
mBREHKNELERE AR#K253,538F
T EERMEFERNEABRREST
ETEED AR EBEZ S WS REIRIE
BE—RXBERANAABEEENK
AR E RS E -

T I

HERDTHEH

BPMEERDHERTIEREEE
SEMEEE  BEIRAMEMER
BREBRAE HAE - BE - FEM
B3 RIRBMEMAEIR o

RBEFEAN - BMNEERSHEHR
BRI R28.8% @ = A R¥517,646
T - ZEEETBERETIXA - EBR
12 585 B F &[5 HA A P hn A K Y B Bt 8
REIMTE - RPINHEER D HERWG
AR L BIE9.9% EFZ10.6% °
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Administrative expenses

Our administrative expenses mainly consist of staff costs,
amortisation and depreciation, research and development
expenses, office expenses and other expenses including
tax expenses, audit fees, other professional fees and other
miscellaneous expenses. These taxes mainly include land use tax
and stamp duty in connection with our administrative functions.

During the Reporting Period, our administrative expenses
were RMB449,166,000, representing an increase of 25.9% as
compared with the Corresponding Period, which was mainly due
to the increase of staff costs and professional service fees related
to acquisitions as compared with the Corresponding Period and
the effect from acquisition of subsidiaries. Our administrative
expenses as a percentage in revenue increased from 8.8% to
9.2%.

Other expenses

Other expenses mainly consist of losses on disposal of property,
plant and equipment and scrap, impairment and provision
in relation to the litigations, loss on modification of terms of
convertible bonds, fair value loss of held-for-trading financial
assets, fair value loss of derivative financial instruments, net
exchange losses, donation and other miscellaneous expenses.
During the Reporting Period, our other expenses increased
significantly as compared with the Corresponding Period, which
was mainly due to effect of the impairment of other receivables
due from a company and the withdrawn amount recoverable and
the provision for losses on financial guarantee contracts.

Finance costs

Finance costs represent interests on bank loans, interest
expenses on convertible bonds and other interest expenses.

Share of results of associates

This item represents the Group’s share of net profits or net
losses in the associates during the Reporting Period.

NVC LIGHTING HOLDING LIMITED
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Income tax

During the Reporting Period, the Group’s income tax expense
increased significantly to RMB365,475,000 as compared with
the Corresponding Period, which is mainly attributable to the
payment of withholding tax on the profits distributed by its
subsidiaries in the PRC, deferred tax related to withholding
tax on estimated profits to be distributed and provisions of
withholding income tax expenses from its internal restructuring,
the total of which is approximately RMB214,640,000, and the
impact of the acquisition of subsidiaries.

Net Loss for the Year (including Profit Attributable to
Non-controlling interests)

Due to the factors mentioned above, our net loss for the year
(including profit attributable to non-controlling interests) was
RMB302,336,000 during the Reporting Period.

Exchange differences on translation of foreign
operations

During the Reporting Period, our exchange differences on
translation of foreign operations were RMB10,596,000. These
exchange differences primarily arose from the translation of
the financial statements of the Company and the overseas
subsidiaries which are denominated in foreign currencies.

Loss Attributable to Owners of the Parent for the Year

Due to the factors mentioned above, loss attributable to owners
of the parent was RMB327,592,000 during the Reporting Period.
Profit attributable to non-controlling interests for the

year

During the Reporting Period, profit attributable to non-controlling
interests was RMB25,256,000.

Fr1a Bt

RIBEFEAN AEBAESHAIER
Hi K@it & - & AR M365,475TF T -
FERBHRTPEMBARIMARTSE
FEMMAMETEME - et o BN ET
FHEMTEMBAAERELER R A RRED
BEHEERNAMENEBRAGTHNARE
214,640F T - A RIKEBH B R RAF

@ .
2

REFEBE (BEFEHEERE
16 RIEER£2)

AR EMAZ RBEFER - RN
IR EIE (B T8 FR 4 & 14 25 B A5 7B
21D ) AAREES302,336F T ©

BEBIRBEEENELEZR

RBEFEAR - ROWBREBINETE
EMEREZE/ARKE10,506T T @ I
ENERTEZRUMINEFENARER
TSN N I TS IRR R B AE K

BAREEAEGNAREESSE
AR ElAEZ RBEFERN - §RF]
WAE ARG EIE A AR®KI327,502F
ﬁo

FE 422 5 A 2 PE A Y 2R S R

R|BEFEA - FREH MRS EE R
BRAR®25,256F 7T °
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Cash Flow and Liquidity HERERREM

Cash flow BERE

The table below sets out selected cash flow data from our TREVMBEMNEHRERERTE
consolidated statement of cash flows. BHRSTREHUE -

31 December

12A31H
2018 2017
20184 20174
RMB’000 RMB’000
FARY FARK
Net cash flows from operating activities RESEEATBIR S
ME R 364,479 493,774
Net cash flows used in investing activities KEEZHARS
MEFHR (1,661,390) (543,709)
Net cash flows from financing activities BEEEATEIRE
MEHEE 941,987 171,308
Net (decrease)/increase in cash and B MIBEEEY
cash equivalents ORid),/ HE (354,924) 121,373
Cash and cash equivalents at beginning of year F¥IR& MRS EHEED 1,265,589 1,160,155
Effect of foreign exchange rate changes, net fEREH) & F5 2,333 (15,939)
Cash and cash equivalents as stated in the REHRETRERFTZES
consolidated statement of cash flows MRS RIS EEY 912,998 1,265,589
At the end of the Reporting Period, the cash and bank balances MARAREFEEFR  NEEHIRS RIETT
of the Group were mainly denominated in RMB, HK$, GBP, BRL EHRFBUARKE B - -BA
and US$. The RMB is not freely convertible into other currencies, EEREETE AR TTERE
however, under Mainland China’s Foreign Exchange Control MAEHEMEW « Ry - RIEPRBEAHH
Regulations and Administration of Settlement, Sale and Payment CHNEE IR IR N (45TE -« EE R AE
of Foreign Exchange Regulations, the Group is permitted to SIEETEY AEFE A RBESEE
exchange RMB for other currencies through banks authorised to TAINEXEFEHETEARE K 5H M
conduct foreign exchange business. B o

38 NVC LIGHTING HOLDING LIMITED
BT RAERERLE



\\///

Management Discussion and Analysis —

Liquidity

Net current assets and working capital sufficiency
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REM

FRBEERLELETH T EM

The table below sets out our current assets, current liabilities and TREVRBEFERNTREEE « it
net current assets as at the end of the Reporting Period. HEENEREEE -

Year ended 31 December

BZ12ANALEE
2018 2017
20184 20175
RMB’000 RMB’000
FARK TAR®
CURRENT ASSETS RBEE
Inventories FE8 683,524 425,384
Trade and bills receivables 2 2 R EB KRN 1,504,176 1,092,554
Prepayments, deposits and other receivables B RESREM
FEARBR X 361,313 397,213
Income tax recoverable TER TR 568 11,741
Other current assets Hibms) & E 45,014 41,512
Held for trading investments BIEEERE 44,190 88,786
Restricted bank balances and short-term deposits RIREIRRITER R
EETF R 677,502 314,422
Cash and cash equivalents BHeRESEEY 912,998 1,265,589
Subtotal current assets RBEE DT 4,229,285 3,637,201
CURRENT LIABILITIES RBER
Trade and bills payables B 5 REBENERER 1,385,298 820,833
Other payables and accruals Hip MR KRIERER 1,324,472 728,749
Interest-bearing loans and borrowings STEERKER 1,064,924 24,940
Government grants BUS D 1,612 2,012
Income tax payable e TSR 187,168 34,071
Derivative financial liabilities TEERAE 10,689 =
Convertible bonds — derivative component AR ES —
PTET AR - 11,933
Convertible bonds - liability component Rk ES - 8EHH = 421,229
Subtotal current liabilities RBAENE 3,974,163 2,043,767
NET CURRENT ASSETS BERBEE 255,122 1,593,434
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As at 31 December 2018 and 31 December 2017, the total net 7201812 A31HM2017F12A31H -
current assets of the Group amounted to RMB255,122,000 and AREERFRBEERTEY R AARE
RMB1,593,434,000, respectively, and the current ratio was 1.06 255,122F st A R 1,503,434 F 7t -
and 1.78, respectively. In light of our current liquidity position, MENLEE 5 R A1.065011.78 o B F M
the unutilised banking facilities available to the Group and our BRIFREN MR - AEBEERITHER
projected cash flows generated from operations, the Directors FRAMNEERBERERELE MEER
believe that we have sufficient working capital for our present Be EFZREBRMEETENEGESR
requirements and for the next 12 months. CRENBARIRRKRKI2ZEANEST
Capital management EXRER

The table below sets out our gearing ratio as at the end of the TRFIRBEFERANELRARLL
Reporting Period. o

Year ended 31 December

BZ12A31HLEE

2018 2017
20184 20174
RMB’000 RMB’000
FARY FARE
Interest-bearing loans and borrowings and ATERERRERK
convertible bonds - liability component AR ES —
BE&MD 1,064,924 446,169
Total debt S EE 1,064,924 446,169
Less: Cash and cash equivalents and short-term B BeMReEEY
deposits PYSEENER N (1,590,500) (1,580,011)
Net debt FHETS N/A N/A
~EA T EA
Total equity attributable to owners of the parent ISTNEIEZ FEPN
FEAG A rERS 3,286,696 3,242,052
Gearing ratio BREEEE N/A N/A
TEA TiE A
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The primary goal of our capital management is to maintain the
stability and growth of our financial position. We regularly review
and manage our capital structure and make corresponding
adjustments, after taking into consideration changes in economic
conditions, our future capital requirements, prevailing and
projected profitability and operating cash flows, projected capital
expenditures and projected strategic investment opportunities.
We manage our capital by monitoring our gearing ratio (which is
calculated as net debt divided by the total equity attributable to
owners of the parent). Net debt is the balance of interest-bearing
loans and convertible bonds - liability component less cash and
cash equivalents and short-term deposits.

Inventories

The balance of inventories represents our balance of stock of
raw materials, work in progress and finished goods as at the end
of the Reporting Period. We monitor our inventories on a regular
basis. For the Reporting Period, turnover of average inventories
(in days) (average inventories equal to the inventories at the
beginning of the year plus inventories at the end of the year
(after provision), divided by two. Turnover of average inventories
(in days) equals to the average inventories divided by the cost
of sales and then multiplied by 365) was 59.1 days, while it was
52.2 days in 2017.

More details about the inventories are provided in note 20 to the
consolidated financial statements on page 391 of this annual
report.

BHMEXREENTIZARRRFLRY
BARRANBEERIER - HPIERES
TERBRPNERER  TEZREE
RRAENEE - RREARFE - /1 NFA
HWENENREERSRE  BHE
A AR ERERSRELA
BOREE - RMEBEERRNELRE
BHE CREBHR U RBEE ARG
mEm) REEER - FEBKAHEE
FAR A BEES - BEFOMRREE
MBS EEBYNEHEFRZERE -

2.1

FEEBREASBEERREFERNIR
ME ERERREXMEFHRE - K
SEHTEETEHET - KRBREFE
W PHFERBXH (FTHFESER
FYVNEENLERERE CREGFEKE
EHBEER)BRUAZ - FHEFEEERESE
REHGFEEBRABEERA - REFIN
365) A59.1K * M2017F AE52.2K °

EREENFABRELRBAEERE
F391 B/ A IR T M 5E20 o
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Trade and bills receivables

Trade receivables of the Group mainly represented proceeds
receivable from sale of goods. The Group’s trading terms with its
customers are mainly on credit, except for new customers where
payment in advance is normally required. The credit periods
generally range from 30 to 180 days for major customers. Each
major customer has a maximum credit limit. The Group seeks
to maintain strict control over its outstanding receivables and
has a credit control department to minimise credit risk. Overdue
balances are reviewed regularly by senior management. In
view of the aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified customers,
there is no significant concentration of credit risk. The Group
does not hold any collateral or other credit enhancements over
its trade receivables balance. Overdue interests of several trade
receivables are calculated at annual interest rate of 12%.

For the Reporting Period, turnover of average trade and bills
receivables (in days) (average trade and bills receivables equal
to the trade and bills receivables at the beginning of the year
plus trade and bills receivables at the end of the year (before
provision), divided by two. Turnover of average trade and bills
receivables (in days) equals to the average trade and bills
receivables divided by revenue and then multiplied by 365) was
111.1 days, while it was 118.4 days in 2017.

More details about the trade and bills receivables are provided in
note 21 to the consolidated financial statements on pages 392
to 395 of this annual report.

Trade and bills payables

During the Reporting Period, turnover of average trade and
bills payables (in days) (average trade and bills payables equal
to trade and bills payables at the beginning of the year plus
trade and bills payables at the end of the year, divided by two.
Turnover of average trade and bills payables (in days) equals to
average trade and bills payables divided by cost of sales and
then multiplied by 365) was 117.5 days, while it was 99.2 days
in 2017.
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More details about the trade and bills payables are provided in
note 26 to the consolidated financial statements on pages 402
to 403 of this annual report.

Interest-bearing loans and borrowings

More details about the interest-bearing loans and borrowings are
provided in note 28 to the consolidated financial statements on
page 406 of this annual report.

Convertible bonds

More details about the convertible bonds are provided in note 45
to the consolidated financial statements on pages 473 to 477 of
this annual report.

Capital expenditure

We funded our capital expenditure with cash generated from
operations and bank loans, and cash generated from issue of
shares or convertible bonds. Our capital expenditure is primarily
related to expenditure on property, plant and equipment, prepaid
land lease payments and other intangible assets. During the
Reporting Period, the Group’s capital expenditure (excluding
goodwill) amounted to RMB527,649,000, mainly attributable to
the increase in machinery equipment, moulds, non-productive
equipment and intangible assets such as trademarks and
customer relationships arising from acquisition of Elec-Tech.

Off-balance Sheet Arrangement

Except for the derivative component of Convertible Bonds
mentioned in note 45 to the consolidated financial statements
on pages 473 to 477 of this annual report and the derivative
financial liabilities in relation to forward exchange contracts,
we did not have any issued derivative financial instruments or
off-balance sheet guarantees for outstanding loans. We did
not engage in trading activities involving non-exchange traded
contracts.
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Capital Commitments

As at 31 December 2018, we had capital commitments of
RMB514,259,000 mainly for the capital injection or acquisition
of a joint venture, associates and long term investments, and
acquisition of property, plant and equipment.

Merger, Acquisition and Investment

Pursuant to the share purchase agreement dated 16 March
2018 (“Sale and Purchase Agreement 1”) and the share
purchase agreement dated 23 May 2018 (“Sale and Purchase
Agreement 2”) entered into between the Company and Roman
International (HK) Co., Limited (“Roman International”), the
Company conditionally agreed to purchase and Roman
International conditionally agreed to sell 40% equity interest
and 60% equity interest in Blue Light at a cash consideration of
RMB315,000,000 and RMB500,000,000 respectively, subject
to adjustments provided in the Sale and Purchase Agreement
1 and Sale and Purchase Agreement 2. Furthermore, pursuant
to the share purchase agreement dated 23 May 2018 (“Sale
and Purchase Agreement 3”) entered into between Zhuhai NVC
Technology Limited* (Bk/8 & TR AR A F]) (“Zhuhai NVC?),
a wholly-owned subsidiary of the Company and Mr. ZHANG
Peng, the president of the Company and a connected person,
Zhuhai NVC conditionally agreed to purchase and Mr. ZHANG
Peng conditionally agreed to sell his 5% equity interest in
Wuhu NVC Electronic Business Co., Ltd. (“Wuhu Electronic”)
at a consideration of RMB45,000,000 (collectively the “Blue
Light Acquisitions”). Further details in relation to the Blue Light
Acquisitions are set out in the Company’s announcements
dated 19 March 2018 and 23 May 2018 and circular dated
30 June 2018. The Blue Light Acquisitions were approved by
the shareholders of the Company at the extraordinary general
meeting on 18 July 2018. As of the date of this annual report,
the above transaction has been completed. Following such
acquisition, the Company will continue to expand the variety of
its sales and distribution channels and benefit from the collection,
analysis and application of big data in respect of consumer
behaviour.
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Pursuant to the formal share purchase agreement (the “Share
Purchase Agreement”) dated 30 August 2018 between the
Company and Jadestone China High-technology Industry
Investment Fund LP (“Jadestone”), the Company conditionally
agreed to purchase, and Jadestone conditionally agreed to
dispose of 100% equity interest of Elec-Tech at the cash
consideration of RMB890,000,000 (the “Elec-Tech Acquisition”).
Further details of the Elec-Tech Acquisition are set out in the
announcements of the Company dated 25 April 2018, 26 April
2018 and 30 August 2018 and circular dated 10 October 2018.
The Elec-Tech Acquisition was approved by the shareholders of
the Company at the extraordinary general meeting held on 29
October 2018. On 9 November 2018, the Elec-Tech Acquisition
was completed. Such acquisition provides the Company with an
opportunity to enter the North American market and increase its
overseas sales. In addition, the Company may use the successful
experience and the feasible business model of the Elec-Tech
operation team, for reference, in developing its businesses in
other overseas markets.

On 12 January 2018, Huizhou NVC, a wholly-owned subsidiary of
the Company, proposed to invest an amount of RMB10,000,000
to establish Shenzhen Leiyun Optoelectronic Technology Co.,
Ltd. (RINEEHXEREBRAF]) (“Leiyun Optoelectronic”), a
wholly-owned subsidiary. Leiyun Optoelectronic is principally
engaged in providing the technological development of smart
lighting systems. As at the date of this annual report, Huizhou
NVC has made a registered capital of RMB3,000,000.

On 1 February 2018, Zhuhai NVC Technology Limited, a
wholly-owned subsidiary of the Company, proposed to invest
an amount of RMB10,000,000 to establish Zhuhai NVC Liangjia
Technology Co., Ltd. Gk 8 E T HE X B H B R 2 7)) (“NVC
Liangjia”), a wholly-owned subsidiary. NVC Liangjia is principally
engaged in, among others, providing after-sales services. As
at the date of this annual report, the registered capital of NVC
Liangjia has not been fully paid.
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On 11 April 2018, Shanghai Arcata Electronics Co., Ltd., a
wholly-owned subsidiary of the Company, invested an amount
of RMB5,000,000 to establish Arcata (Yangzhou) Electronics
Co., Ltd. (I RBUEM)EFBER A F) (“Yangzhou Arcata”), a
wholly-owned subsidiary. Yangzhou Arcata is principally engaged
in, among others, the production and sales of ballasts and other
lighting electronic products.

On 3 July 2018, Huizhou NVC, a wholly-owned subsidiary
of the Company, invested an amount of RMB2,100,000 to,
together with two other individuals, establish Zhuhai Dongshang
Decorative Lighting Technology Co., Ltd. (k)& 5 if /& & Bl £
ARRAT]) (“Zhuhai Dongshang”), a subsidiary with 70% equity
interest held by Huizhou NVC. Zhuhai Dongshang is principally
engaged in, among others, the development, production and
sales of lighting luminaire products.

On December 2018, Elec-Tech, a wholly-owned subsidiary
of the Company, invested an amount of JPY300,010,000 to
establish NVC Lighting Japan Co., Ltd., a Japanese company.
NVC Lighting Japan Co., Ltd. has obtained the brand license
of Toshiba Lighting and will sell home lighting products and
otherwise in the Japanese market.

Save as disclosed in the above, the Group made no material
acquisition, merger or sale of subsidiaries and associates during
the Reporting Period.

Other Significant Investment and Performance

Huizhou NVC, the Company’s wholly-owned subsidiary, signed
a partnership agreement with the general partner to establish
a limited partnership. Through the establishment of the limited
partnership, the Company will be able to benefit from a wealth
of attractive investment opportunities in the lighting industry and
achieving economies of scale and synergies. For more details,
please refer to the announcement of the Company dated 4 May
2016. During the Reporting Period, the limited partnership has
not yet commenced its external investment.
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As mentioned in the announcement of the Company dated 23
May 2016, the Board has approved the Company to establish
an investment fund in form of a limited partnership to engage
in investment in the distributors of the Company. The expected
source of fund for the investment will be the fund generated
from the daily operations and financing of the Company. The
investment principal is US$30,000,000, and as of 31 December
2018, the accumulated investment income was approximately
US$674,000. As at the date of this annual report, the investment
principal has been recovered.

Pledge of Assets

Save for those disclosed in other parts of this annual report, at
the end of the Reporting Period, certain assets of the Group
were pledged as follows:

(1) As at 31 December 2018, land use rights with aggregate
carrying amounts of RMB45,676,000 (31 December
2017: RMBNil) and certain buildings included in property,
plant and equipment with aggregate carrying amounts of
RMB257,642,000 (31 December 2017: RMB43,797,000)
were pledged to secure the bank borrowings.

(2) As at 31 December 2017, land use rights with aggregate
carrying amounts of RMB46,995,000 and certain buildings
included in property, plant and equipment with aggregate
carrying amounts of RMB238,747,000 were pledged for
the Group’s applications of assets preservation in certain
PRC legal proceedings.

(3) As at 31 December 2018, certain trade and bills
receivables with carrying amounts of RMB353,031,000
(31 December 2017: RMB24,004,000) were pledged to
secure the bank borrowings.
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In accordance with several letters of guarantee and
borrowing facility agreements, deposits with carrying
amounts of RMB612,792,000 (31 December 2017:
RMB101,525,000) were pledged for issuing letters of
guarantee and borrowing facilities.

5) The amount represented deposits with carrying amounts
of RMB710,000 (31 December 2017: RMB27,561,000)
pledged for the Group’s applications of assets
preservation in certain PRC legal proceedings.

Market Risks

We are exposed to various market risks in the ordinary course
of business. Our risk management strategy aims to minimise the
adverse effects of these risks to our financial results.

Foreign currency risk

We are exposed to transactional currency risk. Such risk arises
from sales or procurement by an operating unit in currencies
other than its functional currency. As a result, we are exposed
to fluctuations in the exchange rate between the functional
currencies and foreign currencies. During the Reporting Period,
the Group had entered into several forward exchange contracts
in place to hedge the foreign exchange exposure and did not
experience any material difficulties or negative impacts on our
operations or liquidity as a result of fluctuations on currency
exchange rates.

Commodity price risk

We are exposed to fluctuations in the prices of raw materials
which are influenced by global changes as well as regional
supply and demand conditions. Fluctuations in the prices of raw
materials could adversely affect our financial performance. We
did not enter into any commodity derivative instruments to hedge
the potential commodity price changes.
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Liquidity risk

We monitor our risk of having a shortage of funds by considering
the maturity of our financial instruments, financial assets and
liabilities and projected cash flows from operations. Our goal is
to maintain a balance between continuity and flexibility of funding
through the use of bank loans and other interest-bearing loans.
Our Directors have reviewed our working capital and capital
expenditure requirements and determined that we have no
significant liquidity risk.

Credit risk

Our major credit risk arises from exposure to a substantial
number of trade and bills receivables, deposits and other
receivables from debtors. We have policies in place to ensure
that the sales of products are made to customers with an
appropriate credit limit, and we have strict control over credit
limits of trade receivables. Our cash and short-term deposits
are mainly deposited with registered banks in Mainland China
and Hong Kong. We also have policies that limit our credit risk
exposure to any financial institutions. The carrying amounts
of trade and bills receivables, deposits and other receivables,
cash and cash equivalents and short-term deposits included
in the consolidated statement of financial position represent
our maximum exposure to credit risk in relation to our financial
assets. We have no other financial assets which carry significant
exposure to credit risk. In 2018, we entered into a number
of one-year insurance contracts with China Export & Credit
Insurance Corporation, which covered 90% uncollectible
receivables from overseas sales between the period from
1 December 2018 to 30 November 2019 with a maximum
compensation amount of US$40,000,000 (equivalent to
approximately RMB274,528,000). We purchased such insurance
in order to minimise our exposure to credit risk as we expand
our business. We plan to renew such insurance contracts when
they become due. In respect of the exposure to domestic credit
risk, we took the approach of requiring the customers to provide
relevant guarantee, to cover the credit risk arising from domestic
sales.
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Employees

As at 31 December 2018, the Group had approximately 7,642
employees in total (31 December 2017: 6,441). The Group
regularly reviews remuneration and benefits of its employees
according to the relevant market practice and individual
performance of the employees. In addition to basic salary,
employees are entitled to other benefits including social
insurance, employee provident fund schemes, discretionary
incentive and share option schemes.
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Executive Directors

Mr. WANG Donglei (E£ &), aged 55, is
an executive director, the chairman and
the former chief executive officer of the
Company (Mr. WANG Donglei has resigned
as the chief executive officer of the Company
on 22 February 2019). Mr. WANG joined
the Group in January 2013. He has many
years of experience in product research
and development, manufacturing and
business management. In 1996, Mr. WANG
participated in the founding of Zhuhai China
Resource Appliance Co., Ltd.* (Ek /& #E B
T2 AR A7) (which was subsequently
renamed as Elec-Tech International Co., Ltd.”
BREZHEESRRMDERAF) (ETIC)
and the shares of which were listed on the
Shenzhen Stock Exchange in China in 2004)
and served as the chairman and the general
manager. He has been serving as a director
and the chairman of ETIC from 2001 and
has resigned as the chairman of ETIC on 8
October 2018. At present, Mr. WANG is a
director of ETIC and also holds positions in
various subsidiaries of ETIC Group which
include: the director of ETI LED Solutions Inc.,
the director of Elec-Tech US Inc. and director
of Elec-Tech Photoelectric Technology
(Dalian) Co., Ltd.* (REZZHEREER
A A). Mr. WANG graduated from China
Dalian Institute of Technology (subsequently
renamed as Dalian University of Technology)
with a bachelor’s degree in engineering. Mr.
WANG Donglei is the elder brother of Mr.
WANG Dongming and Mr. WANG Sheng,
and the father of Mr. WANG Keven Dun.
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Mr. WANG holds 90% equity interest in
Wuhu Elec-Tech Investment Co., Ltd.* (&
i iE = B AR A Al); Wuhu Elec-Tech
Investment Co., Ltd.* #EHEBRIKEGR
A7A]) in turn holds 16.02% of the shares
of ETIC. ETIC held 20.57% of the issued
shares of the Company as of 31 December
2018.

Mr. WANG Dongming (E£%-8§), aged 48,
is an Executive Director of the Company.
Mr. WANG joined the Group in June
2013. Mr. WANG has more than 19 years’
of experience in electrical and finance
industry, and has many years of experience
in manufacturing, finance and business
management. He was the vice finance
manager of China Infrastructure Materials
Corporation* (FEIEZYE 41 7]) and the
general manager of its Shenzhen subsidiary,
respectively, from 1992 to 2000. From
2000 to 2013, Mr. WANG acted as an
executive director, a vice general manager,
the chief financial officer of ETIC, and the
general manager of lighting division of ETIC.
Mr. WANG is currently a director of NVC
Lighting & Electrical Technology Singapore
Pte. Ltd. Mr. WANG graduated from
Shaanxi Institute of Finance and Economics
(BRPEEF A4S E2F5%) with a bachelor’s degree in
finance and accounting in 1992. Mr. WANG
Dongming is the younger brother of Mr.
WANG Donglei and Mr. WANG Sheng, and
the uncle of Mr. WANG Keven Dun.
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Mr. XIAO Yu (B ), aged 59, is an Executive
Director of the Company and vice president
of manufacturing of the Company. Mr. XIAO
joined the Group in May 2014 as a Non-
executive Director and re-designated as an
Executive Director in August 2014. Mr. XIAO
graduated from Dalian Institute of Technology
(later renamed as Dalian University of
Technology) with a bachelor’s degree in 1985
and also graduated with an EMBA's degree
from School of Economics and Management
of Tsinghua University in 2008. He holds
the engineer’s qualification certificate. From
July 1986 to June 1996, Mr. XIAO worked
in Beijing Beinei Group* (tRILREE) as
the deputy chief coordinator and the party
secretary of the Communist Party of China
of the Central Coordination Office, during
which he was awarded the titles of Beijing
Model Worker and Beijing Excellent Young
Intellectual. He was the chairman and
general manager of Westar (Zhongshan)
Electrical Appliance Manufacturing Co.,
Ld* (BT ZEER(h ) REBR A
7)), a subsidiary of ETIC Group from July
1996 to August 2004, was the deputy
general manager of the ETIC Group and the
chairman of Westar (Zhongshan) Electrical
Appliance Manufacturing Co., Ltd.* (EfTiE
TS (L) BERPR A A) from September
2004 to February 2008, and was senior
vice president of ETIC from March 2012
to December 2014. From May 2008 to the
present, he has successively served as the
consultant to the president of ETIC Group,
the chairman and general manager of Elec-
Tech Photoelectric Technology (Dalian) Co.,
Ltd. (REEBRABERHXBERAF) and the
general manager of Elec-Tech Photoelectric
Technology (Wuhu) Co., Ltd.* (&&=
ENXERIAR AR, Currently, Mr. XIAO
works in different subsidiaries of ETIC Group
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as: a director of Zhuhai East Yingcheng
Precision Die-casting Co., Ltd.* (¥ /& ™
REFEABEBREFR AR, a director of
Appliance of America (Zhuhai) Limited* (1t3%
T2 (WE) AR2A7), an executive director
of Elec-Tech Photoelectric Technology
(Dalian) Co., Ltd.* (KEZZHXEREER
/AF]) and an executive director of Huizhou
Thorled-opto Co., Ltd.* (BMEBBIXEEME
FRAA). Mr. XIAO has extensive experience
in enterprise production management. He
once served as a senior officer in companies
listed in Mainland China for several years
and therefore has in-depth knowledge and
understanding on corporate governance and
enterprise management.

Mr. WANG Keven Dun (E1), aged 26,
is an Executive Director of the Company.
Mr. WANG joined the Group in December
2016. Mr. WANG has been the analyst in
Compass Lexecon LLC. from August 2014
to December 2016. Mr. WANG obtained
a bachelor’s degree in Economics and
Molecular and Cell Biology from University
of California, Berkeley in 2014. Mr. WANG
Keven Dun is the son of Mr. WANG
Donglei, the chairman and Executive
Director of the Company, and the nephew
of Mr. WANG Sheng, vice president of
procurement logistics system of the
Company, and Mr. WANG Dongming, the
Executive Director of the Company.
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Ms. CHAN Kim Yung, Eva (B &%), aged
51, is an executive director, the vice
chairman, chief executive officer and vice
president of mature channels for overseas
sales of the Company. Ms. CHAN joined
the Group in November 2018 and has
been appointed as the chief executive
officer of the Company with effect from 22
February 2019. From 1998 to 2004, Ms.
CHAN served as the general manager and
vice president of Zhuhai China Resource
Appliance Co., Ltd. where she was in
charge of the sales and marketing of global
business; from 2004 to 2012, she served
as the senior vice president of ETIC where
she was in charge of the company’s global
business strategy and risk management;
from 2012 to 2018, she served as the
chief executive officer of Elec-Tech Solid
State Lighting (HK) Limited, a company
mainly engaged in international LED
lighting business. Ms. CHAN graduated
from University of Saskatchewan where
she obtained a Bachelor’s degree in
Engineering in 1991, a Master’s degree in
Engineering in 1993 and an MBA degree in
1995.
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Non-executive Directors

Mr. LI Huating (Z=Z=), aged 56, is a former
Non-executive Director of the Company
(Mr. LI Huating has resigned as a Non-
executive Director of the Company since 28
February 2019). Mr. LI joined the Company in
December 2016. From September 1985 to
May 1996, Mr. LI worked in China Resources
National Corporation; from June 1996 to
August 2001, he successively served as the
director and the general manager of Zhuhai
China Resource Appliance Co., Ltd. and
concurrently served as the general manager
of Zhuhai Hansheng Precision Machinery
Co., Ltd.; from August 2001 to now, he has
successively held positions including the
deputy chairman, and the general manager
of ETIC. Mr. LI obtained a bachelor’'s degree
in engineering from Dalian University of
Technology in 1985.

Mr. YE Yong (), aged 51, is a Non-
executive Director of the Company. Mr. YE
joined the Company in November 2018.
From 1991 to 1994, Mr. YE served as
the department manager of Chongging
Qinwang Company Limited (EE &= T A
[R 2 Al), where he was involved in the
foreign trade and management matters; in
1994, he founded and had served as the
chairman and general manager of Xiehe
Lighting Company Limited (17 %188 B8 A [
~al) till 1999; He founded Sichuan NVC
Lighting Equipment Operations Co., Ltd.*
(W) E-RARMEZBRAF) (“Sichuan
NVC”) in 1999 and has served as the
chairman since then, in charge of sales and
management of the Company’s business in
Sichuan Province. Mr. YE graduated from
economical management department of
Southwest University in 1991 with a college
diploma.
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Independent Non-executive
Directors

Mr. LEE Kong Wai, Conway (Z=#1), aged
64, is an Independent Non-executive Director
of the Company. Mr. LEE joined the Company
in November 2012. He received a bachelor of
arts degree from Kingston University (formerly
known as Kingston Polytechnic) in London
and further obtained his postgraduate
diploma in business from Curtin University of
Technology in Australia. Mr. LEE served as a
partner of Ernst & Young (“EY”) for over 29
years, until 2009, during which he held key
leadership positions in the development of EY
in China. Mr. LEE is a member of the Institute
of Chartered Accountants in England and
Wales, the Institute of Chartered Accountants,
Australia and New Zealand, Association of
Chartered Certified Accountants, the Hong
Kong Institute of Certified Public Accountants
and the Macau Society of Certified Practising
Accountants. Mr. LEE currently also serves
as an independent non-executive director
of the following companies: Chaowei Power
Holdings Limited, West China Cement
Limited, China Modern Dairy Holdings Ltd.,
GOME Retail Holdings Limited, Tibet Water
Resources Ltd., Yashili International Holdings
Ltd., GCL New Energy Holdings Limited, WH
Group Limited, China Rundong Auto Group
Limited (all shares of which are listed on
the main board of the Stock Exchange) and
Guotai Junan Securities Co., Ltd. (the shares
of which are listed on the main board of the
Stock Exchange and the Shanghai Stock
Exchange). He acted as an independent
non-executive director of CITIC Securities
Company Limited (the shares of which are
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listed on main board of the Stock Exchange
and the Shanghai Stock Exchange) from
November 2011 to May 2016. Mr. LEE was
a member of the Chinese People’s Political
Consultative Conference of Hunan Province
(P ELHIEE B ZEE) in China from 2008 to
2017.

Mr. WANG Xuexian (E££5t), aged 55, is an
Independent Non-executive Director of the
Company. Mr. WANG joined the Company
in May 2014. Mr. WANG graduated from
Renmin University of China with a Master’s
degree in Civil Laws in January 1990. He
is a lawyer in China, and his qualification
for serving as an independent director has
been approved by the Shanghai Stock
Exchange. From January 1990 to the
present, he has worked as an assistant
professor and lecturer in Dalian University of
Technology. He currently serves as a deputy
professor of Dalian University of Technology,
a lawyer of Heng Xin Law Office* (& 2
18 (=2 A EFFT) in Liaoning. Mr. WANG
has extensive experience in law studies,
teaching and the work of lawyers, once
served as an independent director of several
listed or unlisted companies in the Mainland
China, and has in-depth knowledge and
understanding on domestic and overseas
laws, corporate management and corporate
governance. Mr. WANG acted as an
independent director of ETIC from April
2014 to October 2018.
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Mr. WEI Hongxiong (Bl 1), aged 45, is
an Independent Non-executive Director of
the Company. Mr. WEI joined the Company
in May 2014. Mr. WEI graduated from Xi’an
Polytechnic University with a bachelor’s
degree in engineering. Mr. WEI is currently
a full-time lawyer of China Commercial
Law Firm in Guangdong* (ERIEREEME
F5F) and a law expert of the Expert Pool
of the Shenzhen Nanshan Science and
Technology Commission. He is a statistician
and patent agent in China. Mr. WEI also
obtained the qualification of an independent
director of a listed company of the China
Securities Regulatory Commission on
February 23, 2017. In 1998, he started to
work in the Shantou Haojiang Development
and Reform Bureau, mainly engaging in
the planning and studies of economic and
social development, and the feasibility
studies and approval of major projects.
From 2006 to the present, he has worked
as a full-time lawyer. Mr. WEI once served
as a deputy director of the Legal Services
Commission of the Cultural Industry of the
Shenzhen Lawyers Association. Mr. WEI is
mainly engaged in corporate establishment
and regulatory governance, restructuring
and reorganization, issuance and listing of
shares, acquisitions and mergers, private
equity, intellectual property rights and other
law services. He once served as a long-
term legal advisor of many enterprises,
had/has been dealing with and participating
in the restructuring and listing of many
enterprises (A shares, red chips) and
special law services such as those for the
construction of major projects. He has
many years’ of experience in the provision
of law services such as those for corporate
governance, securities and capital market
and intellectual property rights.
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Mr. SU Ling (8%28), aged 54, is an Independent
Non-executive Director of the Company. Mr.
SU joined the Company in December 2016.
From 1986 to 1990, he worked as an officer
in the former Bureau of Drugs of the Ministry
of Health; from 1992 to 1993, he served as a
visiting scientist in the Center for Drug Evaluation
and Research of the U.S. Food and Drug
Administration; from 1996 to 1999, he served
as a researcher in epidemiology of the Merck
Research Laboratories of Merck & Co Inc.;
from 2000 to 2002, he served as the medical
director of the Merck China; from January 2003
to November 2003, he served as the senior
director of global regulatory strategy of the Merck
Research Laboratories of Merck & Co Inc.; from
2004 to 2007, he served as the director of the
medical and drug development department in
Shanghai Roche Pharmaceuticals Co., Ltd.;
from 2007 to 2010, he served as the vice
president and the head of the Asia-Pacific clinical
research and development department in Wyeth
Pharmaceutical Co., Ltd.; from 2010 to 2012, he
served as the senior vice president and head of
the Pharma Development Department in Greater
China in Beiing Novartis Pharmaceuticals Co.,
Ltd.; from 2012 to 2016, he served as the life
science strategic advisor in Sidley Austin LLP;
from 2016 to present, he has been a venture
partner of Lily Asia Ventures, the professor and
the director of Institute of the Drug Regulatory
Science in Shenyang Pharmaceutical University.
Mr. SU graduated from School of Pharmacy,
Shanghai Medical University (currently known as
School of Pharmacy, Fudan University) majoring
in pharmacology in 1986, obtained a master’s
degree in drug clinical research and development
from University of North Carolina in 1992 and
obtained a doctoral degree in epidemiology from
University of North Carolina in 1996.
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Senior Management

Mr. WANG Donglei (E&5), aged 55, is
the former chief executive officer of the
Company and has resigned as the chief
executive officer of the Company on 22
February 2019. His biographical details are
set out above under the paragraph headed
“Executive Directors”.

Mr. XIAO Yu (B ), aged 59, is the vice-president
in charge of the manufacturing of the Company.
His biographical details are set out above under the
paragraph headed “Executive Directors”.

Ms. CHAN Kim Yung, Eva (R #I3%), aged
51, is the chief executive officer, vice
chairman and the vice-president in charge
of the mature channel of the oversea sales
of the Company. Her biographical details
are set out above under the paragraph
headed “Executive Directors”.
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Mr. ZHANG Peng (&fB), aged 46, is the
president in charge of domestic sales
of the Company. Mr. ZHANG joined the
Group in June 2016. Mr. ZHANG has
about 20 years’ experience of sales, brand
operations and management. Mr. ZHANG
served as General Manager of Beijing
Industry and Trade in Haier Group from
2003 to 2004. From 2004 to 2008, he was
the Director of Global Brand Operations
of Haier Group. From 2008 to 2016, he
was the General Manager of RRS (H H
JIE) of Haier Group. Mr. ZHANG graduated
from Qingdao University in 1996 with a
bachelor’s degree in electrical engineering
and obtained a master’s degree in business
administration from the Graduate School of
Shanghai Jiaotong University in 2014.

Mr. WANG Sheng (ER&), aged 52, is a
vice president of procurement logistics
system of the Company. Mr. WANG joined
the Group in 2014. Mr. WANG has over
20 years’ of experience in procurement
management. Mr. WANG has taken up
the posts of deputy general manager,
vice president, director, vice chairman
and chairman at ETIC from 1996 to
present. In 2004, Mr. WANG obtained
a certificate of EMBA from Zhongshan
University. Mr. WANG Sheng is Mr. WANG
Donglei’s younger brother and Mr. WANG
Dongming’s elder brother, and Mr. WANG
Keven Dun’s uncle.
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Mr. TAN Ying (RX), aged 52, is the chief
financial officer and vice-president of overseas
sales in emerging market of the Company.
Before joining the Group in 2006, Mr. TAN was
the financial accountant in Goodman Fielder
Ingredients Limited from 1999 to 2000 and the
chief financial officer in Shenzhen New World
Sunlong Tech Co., Ltd.* (FRIIFTHE R HESR
4 H it B BR 2 &) and Shenzhen Sun Long
Communication Co., Ltd.* (RYITHNEE@EAE
R A 7)) from 2000 to 2006. Mr. TAN received
an MBA degree from University of Manchester
in 2007. He is a fellow member of the Financial
Service Institute of Australia.

Mr. HONG Xiaosong (#tB&#2), aged 51, is a
vice-president of Research and Development
Department of the Company. Mr. HONG
served as the manager of Shenzhen Golden
Decorative Lighting Corp. Ltd.* (ZIll= &
BEEEE) from 1995 to 2000. He was the
deputy general manager of Shenzhen Golden
Lighting Engineering Corp. Ltd.* (Z3Il% F&AH
T2 2AR]) from 2000 to 2004 and Shenzhen
Jinyueliang Lighting Technology Co., Ltd.* (&
I B HRKIM AR AF) from 2004 to
2007, respectively. After joining the Group
in 2007, Mr. HONG successfully developed
various kinds of lightings specifically
designed for the Olympic Games, which
paved the way for our products to be used in
the Olympic Games. Mr. HONG is a qualified
national registered senior lighting designer
and a senior member of China llluminating
Engineering Society. He has been committed
to the development and promotion of new
type energy-saving lamp products since
2004. He is one of the pioneers engaged in
the promotion of LED engineering application
in China and has obtained various patents
for product technologies. Mr. HONG
obtained a bachelor’s degree in mechanical
manufacturing from Chongqging University
in 1989 and also received an EMBA degree
from China Europe International Business
School in 2015.
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Mr. WANG Qingbo (E B i), aged 43, is
the vice president and the president of the
Commercial Lighting Business Department of
the Company. Mr. WANG joined the Group
in June 2015. Mr. WANG has 18 years of
experience in finance and management.
Mr. WANG acted as chief financial officer of
household electric appliance in Midea Group
Co., Ltd. from 2002 to 2012. He worked
as chief financial officer of the Logistics
Business Department of Midea Group Co.,
Ltd. from 2013 to 2014. He acted as the
vice president and chief financial officer in
Guangdong Xinbang Logistics Co., Ltd.* (&
REF AR AERADF) from 2014 to 2015.
Mr. WANG graduated from Zhongnan
University of Economics (later renamed as
Zhongnan University of Economics and Law)
in 1999 and holds a bachelor’s degree in
accountancy.

Mr. XU Jin (##), aged 47, is the vice
president of the Household Product
Business Department of the Company. Mr.
XU joined the Group in May 2015. He has
about 22 years of experience in marketing
and management. He acted as the channel
manager and the division general manager
of AVON Products (China) from 1996 to
2004. He served as the national marketing
director of Danone Group from 2004 to
2011. He acted as the general manager of
OPPLE Lighting in East China from 2011
to 2015. He has successively acted as the
general manager of household product
sales, the general manager of the Home
Lighting Business Department and the vice
president of the Group since 2015. Mr. XU
graduated from Western Sydney University
and holds a bachelor’s degree in law and a
MBA degree.
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Directors and Senior Managemen

Mr. HAN Chun (3%), aged 39, is the vice
president and the general manager of
e-commerce division of the Company. Mr.
HAN joined the Company in August 2016.
Mr. HAN has approximately 15 years of
experience in sales, brand management
and e-commerce operation and
management. From 2003 to 2016, Mr. HAN
held various positions in Haier Group, such
as the account director of Commercial
Distribution Group, the marketing
management director under Haier Brand
and the e-commerce director under Haier
Tongshuai Electric Appliance Brand. Mr.
HAN graduated from Qingdao University
of Science and Technology in 2003 with a
bachelor’s degree in management.

Mr. LIU Qijiang (2I#5I), aged 43, is the
vice president of the Strategic Center of
the Company. He joined the Company
in July 2017. Before joining the Group in
2017, Mr. LIU successively served as a
human resource specialist and manager in
Huawei Technologies Co., Ltd. from 1997
to 2005. He acted as the vice president
of human resources in China Hasan
International Holdings Co., Ltd.* (R E/&L
BIFR % & IR B R A &) from 2008 to 2012.
He acted as the assistant to chairman and
the director of human resources in Huafu
Industrial Co., Ltd.* EBEERMNHBERR
a]) from 2012 to 2015. He worked as the
vice president of human resources and
operation in Hebei Jichi Investment Group
Co., Ltd. after 2015. Mr. LIU obtained a
master’s degree from Tongji University in
2008. He has many years of experience in
enterprise operation and human resource
management.
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Company Secretary

Miss LEUNG Ching Ching (R &#&), aged
38, was appointed as a joint company
secretary on 1 April 2014. Following the
resignation of Ms. LO Yee Har Susan as
joint company secretary on 24 August
2018, Miss LEUNG is the sole company
secretary of the Company. Miss LEUNG is
a senior manager of corporate services of
Tricor Services Limited. Miss LEUNG has
over 15 years’ of experience in company
secretarial industry, and provided services
to clients ranging from private companies
to public companies listed on the main
board of the Stock Exchange. Other than
the Company, Miss LEUNG is currently
also named company secretary to three
other listed companies of which the shares
are listed on the main board of the Stock
Exchange. Miss LEUNG is a Chartered
Secretary and a fellow of both The Hong
Kong Institute of Chartered Secretaries
and The Institute of Chartered Secretaries
and Administrators in the United Kingdom.
Miss LEUNG graduated from The Chinese
University of Hong Kong and admitted to
the bachelor’'s degree of Social Science.
She also received a master of arts degree
in Professional Accounting and Information
System from City University of Hong Kong.
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The Directors present their report together with the audited
financial statements for the year ended 31 December 2018
(“Financial Statements”).

Principal Activities

The Company was redomiciled from the British Virgin Islands to
the Cayman Islands on 30 March 2010 and incorporated as an
exempted company with limited liability. The Group’s operations
are conducted mainly through the direct and indirect subsidiaries
of the Company. The Group is principally engaged in the design,
development, production, marketing and sale of a variety of
lighting products including commercial lighting products and
home lighting products. During the Reporting Period, there is no
significant change in the Group’s principal activities. The financial
performance of the principal activities of the Group during the
Reporting Period is set out in the consolidated statement of
profit or loss of the consolidated financial statements on page
220.

Results and Dividends

The Group’s profit for the Reporting Period and the state of
affairs of the Group as at 31 December 2018 are set out in the
consolidated financial statements on pages 220 to 489 of this
annual report.

On 16 March 2019, the Board has proposed to declare special
dividend of HK5 cents (equivalent to approximately RMB4
cents) per share payable to the shareholders of the Company
(“Shareholders”), which is subject to the approval of the
Shareholders at the Company’s extraordinary general meeting
(the “Extraordinary General Meeting”) to be held on 11 April
2019. Based on the 4,231,155,649 Shares in issue as at 16
March 2019, it is expected that the special dividend payable
will amount to approximately HK$211,557,783 (equivalent to
approximately RMB181,021,533 at an exchange rate of 0.856)
(tax inclusive). Subject to the approval of the Shareholders at the
Extraordinary General Meeting, the special dividend is expected
to be paid to the eligible Shareholders by no later than 30 April
2019.

The Board has proposed not to declare final dividend for the year
ended 31 December 2018.
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Annual General Meeting

The annual general meeting (“Annual General Meeting”) of the
Company is scheduled to be held on 6 June 2019. A notice
convening the Annual General Meeting will be published and
dispatched to the shareholders in due course.

Closure of Register of Members
The Register of Members will be closed from Monday, 3 June

2019 to Thursday, 6 June 2019 (both days inclusive),
which period no transfer of shares will be registered. In order to

during

qualify for attending and voting at the Annual General Meeting,
all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s Hong Kong
branch share registrar, Computershare Hong Kong Investor
Services Limited, Shops 1712-1716, 17th Floor,
Centre, 183 Queen’s Road East, Wanchai,
4:30 p.m. on Friday, 31 May 2019.

Hopewell
Hong Kong before

Business Review

The discussion for the business review of the Reporting Period
of the Group as well as the major risks and uncertainty factors
facing the Group are set forth in the “Management Discussion
and Analysis” on pages 15 to 50 of this annual report. The
future business development of the Group are set forth in the
“Chairman’s Statement” on pages 11 to 14 of this annual report.
The critical indices adopted in the financial statements for the
analysis of the performance of the Group during the Reporting
Period are set forth in the “Financial Highlights” on pages 7 to 8
of this annual report.

Compliance with Laws and Regulations

The Group has complied with relevant laws and regulations
affecting the operation of the Group significantly.
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Relationship with Stakeholders

The Group acknowledges that our employees, clients and
business cooperative partners are the key to our sustainable
development. The Group is committed to the establishment
of close relationship with our employees and the provision of
premium lighting solutions to our clients, and strengthens the
cooperation with our business cooperative partners so as to
attain the win-win outcome for various parties, and push ahead
with the healthy and rapid development of the lighting industry.

Environmental Protection and Social
Responsibility

The Group is committed to the support for the sustainable
environmental protection. As the leading supplier for lighting
products, the Group shall comply with various environmental
protection laws and regulations formulated by the relevant
government department. The Group is the advocate pioneer
for green lighting and committed to the promotion of “Lighting
Environment”: to beautify the commercial and living space
with artificial lighting, protect the healthy living environment for
mankind with energy-saving lighting for environmental protection,
and support the energy-saving environmental protection
business for the PRC and even the whole world with action
taken. Meanwhile, the Group has proactively performed its social
responsibilities such as having advocated and pushed forward
with the public welfare project of “luminosity charity walk” for
over a decade since 2007 with the footprints of charity covering
over ten provincial cities to take lighting and warmth to the
local children by means of improving the lighting environment,
supporting education with love, fulfilling their wishes and so on.
The Group will go further to continue to carry out the enterprise
social responsibilities as a means of feedback to our society.
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Equity-linked Agreement

On 4 May 2018 (after trading hours), after arm’s length
negotiations, The Company and Guoyuan Investment Fund
Series SPC (the “Investor”) have agreed to amend the following
terms and conditions of the Convertible Bonds: (a) the
conversion price, which was originally HK$0.925 per share (as
adjusted from time to time), will be amended to HK$0.77 per
share (as adjusted from time to time); and (b) the maturity date
of the Convertible Bond, which was originally 7 June 2018, will
be extended to 7 June 2020. Such amendments have been
approved by the Stock Exchange and by the Shareholders at
an extraordinary general meeting held on 15 June 2018. Please
refer to the announcement dated 6 May 2018 and the circular
dated 28 May 2018 of the Company for further details. The
amendment of conversion price of the Convertible Bonds will
provide incentive for the Investor to convert all or part of the
Convertible Bonds not previously converted by bringing it closer
to the current market level of the share price, and would reduce
the gearing ratio of the Company. In addition, the amendment
of maturity date of the Convertible Bonds allows the Company
to have more financial flexibility and alleviate the pressure on its
cash flows.

On 9 August 2018, the Company received a conversion notice
from the Investor in relation to the exercise of conversion rights
to convert the Convertible Bonds in full at the conversion price
of HK$0.77 per conversion share. Accordingly, 649,350,649
ordinary shares of the Company were allotted to the Investor
on 13 August 2018 pursuant to the terms and conditions of the
Convertible Bonds.

Save as disclosed above, the Group neither entered into nor had
any equity-linked agreement during the Reporting Period.
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Permitted Indemnity Provision

According to the Company’s Articles of Association, each
director is entitled to the compensation out of the assets and
profits of the Company for all actions, costs, charges, losses,
damages, expenses or liabilities 