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Four-year Financial Summary

NEMBERE

2

A summary of the results, assets, liabilities and non-
controlling interests of the Group for the last four financial
years, as extracted from the published audited financial
statements and restated/reclassified as appropriate, is set
out below:

RETBNLEZMBREABEELCEES
5,/ EF R AEEB A ENREE M E
BoEE BERIFEREZNBEHIIN
T

RESULTS E
Year ended 31 December
BE+-A=1+—HLEE
2018 2017 2016 2015
“E-NE —T+F —T—RF —ET—HF
HK$'000 HK$' 000 HK$' 000 HK$' 000
TER FAT FAT FAT
REVENUE Wz 262,080 238,406 251,875 291,576
Gross profit EH 94,055 82,998 82,710 83,616
PROFIT BEFORE TAX BREE A R 19,806 44,215 33,359 30,491
Income tax expense SRR~ (8,299) (9,290) (7,720) (5,848)
PROFIT FOR THE YEAR FERF 11,507 34,925 25,639 24,643
Attributable to equity holders of  BFARI#EzEEE AEE
the parent 11,507 34,469 26,038 24,919
ASSETS, LIABILITIES AND NON- EE BERIFERERS
CONTROLLING INTERESTS
As at 31 December
R+=-A=+—H
2018 2017 2016 2015
“EB-N\F —T—tF —T-RE —T—hF
HK$'000 HK$' 000 HK$' 000 HK$' 000
TERT FET FAET FET
Total assets BEE 256,446 304,699 272,861 253,913
Total liabilities BEE (71,132) (38,731) (44,093) (49,211)
Non-controlling interests FEFER R 2 - - (1,877) (2,389)
185,314 265,968 226,891 202,313
Notes: B3

(1) The financial statements of the Group for the years ended 31 December 2015,
2016 and 2017 was extracted from the Company’s Prospectus issued on 31
December 2018 (the “Prospectus”) in connection with the Listing of the
Company's Shares on the Stock Exchange on 11 January 2019.

(2) No financial information of the Group for the year ended 31 December 2014
has been published.
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Chairman’s Statement (Continued)

ETREEE (E)

Dear Valuable Shareholders,

The successful listing of the shares of Peiport Holdings Ltd.
(the "Company”) on 11 January 2019 is a remarkable
moment of us which marked the milestone of our business
development with our entering of arena of international
capital market. It also painted a glamorous and profound
page of marketisation, business syntheticalisation and
internationalisation on our business development.

Ever since the establishment of the Company and its
subsidiaries (the “Group”) in 1998, we dedicated our effort
and strived for the best on the thermal imaging products and
services, self-stabilised imaging products and services, and
general aviation products and services (especially in the
aircraft piston engines). Reviewing the three major
businesses of the Company, including (i) thermal imaging
products and services, (ii) self-stabilised imaging products
and services, and (iii) general aviation products and services
during 2018, while looking into the our business prospects
and plans of the Company in 2019 to come, |, on behalf of
the board (the “Board”) of directors (the “Directors”) of the
Company hereby, present the annual results of the Company
for the year ended 31 December 2018.

SAILING THROUGH THE WAVES OF GLOBAL
INSTABILITY

2018 was a year of global econ-political turbulence. The
China-US trade war affected the economy of Hong Kong and
China, dampened by the Brexit and instability of world
economy, as well as the fierce competition among the
industry of thermal imaging products, all painted murkiness
to the sea we are sailing.

With the motto of “Continuous striving; Cultivating self,
Harmonious Peiport family; Caring for our staff; Contributing
to the society; Creating return for our shareholders”, we
upheld our beliefs, and faced the wavy external environment
with our endowed attitudes of “Integrity, Diligent, Ambitious
and Innovative” during 2018 and sustained gradual growth
in our three core businesses. Benefited by the increase in
infrastructure for general aviation airports and the
introduction of new models of small aircrafts by various
manufacturers from Europe and the United States in their
production line in China, which drove to a steady rise in
demand for engines, giving us catalyst for relative growth in
this segment.

HEHHRR

BEERERAR(ARADHRMN-F
—hFE—-A+—BRI LT BERMAMEEE
R BREMEBHER EOX B2 3]
PIEABIREARTISENES - TG HRFIR
BHNBERERENEGERMGL - X4
BIE BRI CHERE -

BEARREREMB AR ([AREE]) K 1998 F
FRILLAZR » TRAPTRETES 1 - SRR IR E
NART - BRREMRGE R EREE AR BAMZE
ERMRE (BRI EMe R E RSB HEER
$oAE o BBOBEARB ZATEEK(BIE : )
ARGEALRE (I BBEXREGERLR
% RGi)VBAMEEREIRE)R_Z—N\F
MR RARESAQRRR T — A FENES
AENEE AABHUAREXRARBEEZ(E
2Ne(EEg)2YEARRAEBE_ZE—N\F
T A=+ HIFENFEES -

EE2RBBNRZ THIRATT

“EN\FERREERBCATE SR TE - &
BLPENEESTXESE - RERBLE
HREBETRAFZERER - N EAREREMTT
EHFAR BHPIEBEETIRIE -

FETEBTE  EBHER BEET k&
HE - BHBRR]ORE  BRAR-ZF-N\F
BFES UIBE BF E50 8% KW
REE SR NN VSRR SR TR =
AZOLEBRFESER - KERBAMZEH
35 ) 2R IR AN A B 2 51 8L 55 B 7 6 L R A9
NEVRESI AR P B EELR - BMEED
WHESIBE LT - RBRMIEZRIEAIARE
£ o
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Chairman’s Statement (Continued)
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SAILING THROUGH THE WAVES OF GLOBAL
INSTABILITY (Continued)

For the year ended 31 December 2018, the revenue has
increased from HK$238.4 million to HK$262.1 million,
representing an increase of 9.9% when compared with
2017, while the general aviation products and services
outshone the other two segments in its business
performance in 2018.

GAINING MOMENTUM, SURFING TO OUR
GOAL

The solid growth of our results in 2018 was a testimony for
our long track records of quality products and services as
well as our attainment of our motto, our beliefs and our
spirit. Though there were times of ripples brought by the
external environment, it was also a year for us to refine and
improve ourselves through these tumbling times while
gaining the momentum to further develop and expand our
businesses.

The successful listing has reinforced the Group’s financial
position and promoted execution of the Group’s business
development strategy. The net proceeds raised from the
listing has strengthened the Group’s capital position,
allowing the Group to progressively execute the business
plans.

We place strong emphasis on research and development.
We regard and cherish the research and development
capability of our Group as one of our core competitive
strengths. We also believe that in order to maintain our
market position, it is paramount to continuously keep
ourselves up to date with the latest technological
advancement and market demand, and be able to deliver
products to our customers which meet their needs. Apart
from conducting some research and development in our
Hong Kong headquarters, we also have a research and
development centre in Guangzhou City, Guangdong
Province. To kick things up a notch, in 2019, to grab hold of
the opportunities brought by, we shall establish new
research and development centres in China and Hong Kong
to keep ourselves abreast of technological changes in the
industry. We shall also enhance the recognition and
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Chairman’s Statement (Continued)

ETREEE (E)

GAINING MOMENTUM, SURFING TO OUR
GOAL (Continued)

qualification of our products by obtaining internationally
recognised certificates so that we shall gradually build up
our brand name and reputation. We are confident of our
future prospects and believe that it would raise the Group's
brand awareness and publicity on an international level and
help to attract new potential local and international
customers. Meanwhile, to strengthen our sales capacity and
capturing new sales opportunities, we shall participate
actively in industry exhibition, trade fairs and conventions
and number of demonstration units so that we can establish
and expand our business network. In addition, we see
human resources is valuable and essential elements to the
success of a business, as what our motto says, we are
yearning to improve ourselves while caring about our well-
being of our employees and maintaining a harmonious family
of Peiport. Therefore, in 2019, we shall put more resources
in recruitment of additional sales and marketing personnel
and purchasing new information technology (“IT") hardware
and software and upgrading our current IT system to support
our frontline sales team and back office. We shall provide
training to our staff to provide them the updated knowledge
and skills of the industry so that we can provide innovative
but high quality products and services to our customers and
uphold our reputation and integrity. Having our spirit to
remember, we believe that with these business strategies
progressively implemented in 2019, our Company shall
strengthen its position in the current market and continue its
business expansion plan and further achieve our motto, as
to maximise the long term returns of our shareholders. With
the vision to sail our Company to success and better
developments, the Group will continue devoting more
resources to ambitiously explore new business opportunities
through leveraging its experience in the industry with
consideration of the market and global economic conditions.

il

EZHR BESER(

it

)
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Chairman’s Statement (Continued)

TREEE(E)

10

APPRECIATION

Going forward, the Group will continue to pursue
opportunities to keep up with the evolving marketplace and
optimise our corporate strategy of creating long-term value
for stakeholders.

| would like to take this opportunity to extend my sincere
gratitude to customers and business partners for their
continuous support and trust and thank my fellow directors
for their concerted effort and insights through the past
years. | would also like to extend my appreciation to our
staff for the sweat and dedication they have contributed.
Without the inspiration and unwavering commitment of our
valuable staff, it would not make possible the outstanding
growth of our Company and establishment of Peiport.
Besides, | would like to thank the professional parties for
their tremendous hard work and assistance during the listing
of our shares. We shall commit to continuing sustainable
development of our three businesses, in order to achieve
our development goals and plans for 2019 and maximise the
long-term return of our shareholders.

Mr. YEUNG Lun Ching
Chairman
Hong Kong, 26 March 2019
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Management Discussion and Analysis

BEEEN W R

BUSINESS REVIEW AND OUTLOOK

The Group was principally engaged in the provision of
thermal imaging products and services, self-stabilised
imaging products and services, and general aviation products
and services in the People’s Republic of China (the “PRC")
and Hong Kong.

Established in 1998, 2018 marks a special year to the Group,
celebrating the twentieth anniversary with the listing of
shares of the Company (the “Listing”) in January 2019 as
well as the encouraging results of our businesses.

Our shares (the “Share(s)”) were listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 11 January 2019 (the “Listing Date"”) of
which 100,000,000 ordinary shares (comprising 20,000,000
Hong Kong offer shares and 80,000,000 international placing
shares) had been allotted by global offering, at an offer price
of HK$1.25 per Share (the "Listing of Shares”).

During the year ended 31 December 2018, the Group
achieved an increase in revenue of approximately 9.9% to
approximately HK$262.1 million from approximately
HK$238.4 million for the corresponding year of 2017. In line
with the increase in revenue, the Group's gross profit
increased to approximately HK$94.1 million for the year
ended 31 December 2018 from approximately HK$83.0
million for the year ended 31 December 2017, representing
an increase of approximately 13.4%.

The increase in the Group's revenue during the year ended
31 December 2018 as compared to the year ended 31
December 2017 were mainly driven by the performance of (i)
the sale of thermal imaging products and provision of
services; (i) the sale of self-stabilised imaging products and
provision of services; and (iii) the sale of general aviation
products and provision of services.

FBEOEkRE

AEETERERPEARLME ((HE] R
FERHARGERMRE - BEREKERER
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Management Discussion and Analysis (Continued)
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BUSINESS REVIEW AND OUTLOOK (Continued)

(1) Sale of thermal imaging products and
provision of services

Our products and services in this business segment
can broadly be divided into three categories: (i) PTi
products; (ii) products of other brands; and (iii) thermal
imaging inspection services.

Thermal imaging products are widely used in general
consumption, commercial and industrial fields.
Recently, the thermal imaging products and services
market shows rapid growth, especially with the
declining production cost of thermal imaging products.
It has become more popular in various industries. For
example, in lighting industry, engineers use thermal
imaging products to check the heat distribution of the
light-emitting diodes (LEDs); while in textile industry,
designers use thermal imaging products to examine
the thermal insulation properties of different textiles. In
addition, the increasing use of thermal imaging
products by the technicians of grid companies to check
the cooling system of electric devices will also drive
the growth of the industry. Besides, the technological
advancement in the industry has broadened the use of
thermal imaging technologies in both professional
areas and in our daily lives. Nowadays, thermal imaging
products are used for infection prevention and epidemic
control. Thermal inspection systems are used in newly
opened transportation hubs such as railway stations
and airports, and newly opened public facilities such as
hospitals and schools to detect human with fever and
abnormal body temperature. The thermal imaging
systems and products are no longer merely a tool for
industrial or commercial use, but a technology that is
widely used to protect our society. Together with the
support from the PRC Government to infrared
technology according to the “Guidelines for the Current
Priority Areas of High-tech Industrialisation (2011) ({&
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Management Discussion and Analysis (Continued)
EEENRRE D (&)

BUSINESS REVIEW AND OUTLOOK (Continued)

(1)

(2)

Sale of thermal imaging products and
provision of services (Continued)

AL ERNSRNERCERRENIERE (2011 FE))"
and “The 13th Five-year Planning for Advanced
Manufacturing Technology and Technology Innovation
(" T=ZR"AERERMARR A EIERZ )"
published by Ministry of Science and Technology and
our motto of “continuous self-enhancement and to
contribute to our society”, the Group shall further
improve our technology and aim to achieve
international recognitions in our products and steady
growth in this segment.

Revenue from this business segment during the year
ended 31 December 2018 was approximately
HK$160.7 million (2017: HK$146.7 million). It accounted
for approximately 61.3% (2017: 61.6%) of the Group’s
revenue during the year ended 31 December 2018.

Sale of self-stabilised imaging products and
provision of services

The products in this business segment are designed to
be mounted on moving platforms such as aircraft,
helicopters, vessels and ships. The Group deploys a
self-stabilisation technology whereby the imaging
products are mounted on a multiple-axis gimbaled
structure and achieve maximum stabilisation.
Occasionally, we also rent our self-stabilised imaging
products for aircraft to our customers for a fixed period
at a rental fee. We will provide product training and
technical assistance to our customers based on their
requests.

FEOERRE (&)
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BUSINESS REVIEW AND OUTLOOK (Continued)

(2) Sale of self-stabilised imaging products and
provision of services (Continued)

The market size of civil and law enforcement self-
stabilised imaging products and services, in terms of
revenue, has experienced an upward trend driven by
various needs from downstream users such as
powerlines inspections. Benefiting from the
popularisation of application of the helicopters and
unmanned aerial vehicles to carry the self-stabilised
imaging products for diverse tasks such as forest fire
prevention, we see a huge potential to expand in this
industry. Especially, in recent years, domestic
enterprises have been investing in the self-stabilised
imaging products market. On the other hand, driven by
the development of Internet of Things (“loT”), which
refers to the network of physical objects embedded
with electronics and software that allow these items to
communicate with each other by exchanging data, it is
expected that the market will be prompted by the
expansion of loT as the application of the self-stabilised
imaging products will further be diversified.

Nonetheless, the self-stabilised imaging products
requires relatively high technical requirements which
inevitably poses pressure on the Company to
persistently keep alert of the market trends and
developments to excel in our knowledge and
technology. We believe that risk are also times of
golden opportunities, especially that the high technical
requirements imply that competitors are relatively
limited in the industry. In fact, the technical capabilities
of domestic enterprises are still relatively rare
compared with foreign companies. Meanwhile, highly
competitive talents who have comprehensive
knowledge of electronics and automatic control and
inertial navigation are relatively inadequate in the
market. Grabbing hold of the supportive national
industrial policies such as “The 13th Five-Year Plan for
Development of Strategic Emerging Industries
(" + =1 " B S B R I 8 B A SR 3 R AR &0))” which
promote the expansion of the self-stabilised imaging
products market as well, we believe that the segment
will experience a relatively robust growth in the year to
come.

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

EBEOERRE (&)

HEBRERGERRREHRSE ()

RAREBREKGE @M RBIZE
S BENMERER SR TFRAFN®
SK(PINE 738 4R PR gy i 2 £ 78
ZoXBREENMEARITHANE
AEL AIRKERERBGERETS
AR - Planl KTED: - IR PIR A
TEBRERNEREN - HRIE  OF
KEARCE-—ERBRENEEMTS
BE-Z—7m| ZWBETYER])
(EAHRE T RiB LI A EE S
NZBBIENTEABEEI RN ER Y
B BRMER) - RIS E WA
BRMMRER - R AREKEER
ZIERKE— 2T -

AW BRENGERERSHNRIME
Sk B AR AN AL e i E EREE S - 4%
BREBREMSBE RBERANARM
B 3B K B AT SR B T o TR AT AR LR
NEESHBH  BHhEeRMERE
REZXABFHFRAEER - BR L
BRI RE 1) BN E R B LD
HEHER - R MELHEFTRED
feiEd| R B EHAER 2 EABN DB
FNATEETRE - BBIEE(+=51]
BREE T EEXERRE) FHS A
REKGERMGERNIIEARESE
KR - BAPIREZ D B  2RF LKA
ERMIER -



Management Discussion and Analysis (Continued)
EEENRRE D (&)

BUSINESS REVIEW AND OUTLOOK (Continued)

(2)

(3)

Sale of self-stabilised imaging products and
provision of services (Continued)

Revenue from this business segment during the year
ended 31 December 2018 was approximately HK$43.5
million (2017: HK$41.1 million). It accounted for
approximately 16.6% (2017: 17.2%) of the Group's
revenue during the year ended 31 December 2018.

Sale of general aviation products and provision
of services

The services and products in this business segment
can be broadly divided into three categories, namely (i)
light and ultra-light aircraft engines and related
components distribution; (ii) maintenance training
course; and (i) maintenance and support services. Our
maintenance training courses and maintenance and
support services are mainly carried out in our
maintenance centre with a gross floor area of
approximately 1,200 square metres which is located in
Zhuhai City, Guangdong Province. Our customers in
this segment include light and ultra-light aircraft
manufacturers, flight schools, flying entertainment
clubs, light aircraft research institutions and private
flight owners.

According to “The 13th Five-Year Planning for General
Aviation (GBRAMZ"+=R"ZRKE]))", the market
of general aviation is expected to become one of the
key “strategic emerging markets” to develop in the
PRC. From 2018 to 2022, the market of general aviation
products and services in the PRC and Hong Kong shall
be promising, driven by the national planning policies
which include, among others, (i) the acceleration of the
development pace of infrastructure and fuel supply; (ii)
the simplification of the lengthy application processes;
and (iii) the PRC government’s encouragement on
public institutions and large corporations to purchase
general aviation aircraft, and plan to have more than
5,000 units general aviation aircraft by 2020 according
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BUSINESS REVIEW AND OUTLOOK (Continued) X#EREKRESZ (&)

(3) Sale of general aviation products and provision (3) $HEBEAMEERKIZHER (E)

of services (Continued)

to “The 13th Five-Year Planning for General Aviation
KBAMZE"T=A"EEHE)) in order to benefit
public services and aviation transportation. Given piston
engine aircraft account for a large portion in total
number of registered general aviation aircraft, the
number of registered piston engine is expected to
grow at a compound annual growth rate of 19.6% from
2,220 units in 2018 to 4,546 units in 2022.

Apart from the favorable government policies, with the
accelerating development of infrastructure in general
aviation including the gradual improvements in
supporting facilities in airports and airport
communication systems and facilities, we believe that
there is enormous room for our products to infuse into
this market. The Company shall focus on the
development of the general aviation value chain in the
PRC. The number of general aviation aircraft and the
number of general aviation airports would increase to
meet the rising demand for flight operations in the
fields of agriculture, culture, training and sports, etc. In
addition, with the increase in the number of high-net-
worth individuals, the demand for personal travel shall
continue to grow.

Revenue from this business segment during the year
ended 31 December 2018 was approximately HK$57.9
million (2017: HK$50.6 million). It accounted for
approximately 22.1% (2017: 21.2%) of the Group’s
revenue during the year ended 31 December 2018.
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PROSPECT
Achieving our aspiration; Reaching for our dream

Our principal business objective is to maintain and/or
enhance our growth potential and expand our market share
by increasing our capabilities and offering high quality
optoelectronics and general aviation products and services.

Looking forward, the Company is facing various challenges
ahead. Competition is keen in both local and overseas
markets with similar products and service providers with
respect to the product quality, price, marketing and
customer services. In addition to the global and the PRC
macroeconomic conditions remain volatile and the
simultaneous instability and fluctuation in foreign exchange
of Renminbi and foreign exchange, painted gloominess to
the business developments of the Company.

With the Listing of Shares in early 2019, the Company is
more than confident and equipped to put forward its
business strategies and overcome all the hurdles ahead. In
2019 to come, the Group shall start establishing new
research and development centres in the PRC and Hong
Kong to keep ourselves abreast of technological changes in
the industry. We would also strive our best to enhance the
recognition and qualification of our products by obtaining
internationally recognised certificates. Meanwhile, we
believe that it is equally important to build a reputation and a
brand name in order to strengthen our sales capacity and
capture new sales opportunities, therefore we shall actively
increase our participation in industry exhibition, trade fairs
and conventions and number of demonstration units. More
importantly, human resources are the most valuable asset of
the Company in achieving success in our business, we will
therefore also put more resources in recruitment of
additional sales and marketing personnel to strengthen our
team and organise trainings to our staff to keep them update
with the latest technological developments in the industry.
We shall purchase new IT hardware and software and
upgrade our current IT system to support our frontline sales
team and back office. Always keep in mind our motto, our
aspiration in our business, we shall continue to excel in
technology, our productivity and service quality to create
value to the Company and to our shareholders.
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FINANCIAL REVIEW

Revenue

The revenue of the Group was derived from business
consisting of: (i) thermal imaging products and services; (ii)
self-stabilised imaging products and services; and (iii) general
aviation products and services.

For the year ended 31 December 2018, the total revenue of
the Group increased by approximately HK$23.7 million, or
9.9% from approximately HK$238.4 million for the year
ended 31 December 2017 to approximately HK$262.1
million. The increase was primarily attributable to the
following reasons:

(i)

(ii)

Thermal imaging products and services

Revenue derived from thermal imaging products and
services increased by approximately HK$14.0 million,
or 9.5%, from approximately HK$146.7 million for the
year ended 31 December 2017 to approximately
HK$160.7 million for the year ended 31 December
2018. The increase was primarily attributable to an
increase in sales of SF6 gas imaging cameras and PTi
products, which was mainly attributable to an increase
in demand from our customers, in particular electric
power grid companies and a Hong Kong government
department.

Self-stabilised imaging products and services

Revenue derived from self-stabilised imaging products
and services increased by approximately HK$2.4
million, or 5.8%, from approximately HK$41.1 million
for the year ended 31 December 2017 to approximately
HK$43.5 million for the year ended 31 December 2018.
The increase was mainly attributable to an increase in
revenue from rendering of maintenance services,
which was mainly attributable to the maintenance
services rendered to electric power grid companies.
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FINANCIAL REVIEW (Continued)

Revenue (Continued)

(iii) General aviation products and services

Revenue derived from general aviation products and
services increased by approximately HK$7.3 million, or
14.4%, from approximately HK$50.6 million for the
year ended 31 December 2017 to approximately
HK$57.9 million for the year ended 31 December 2018.
The increase was mainly attributable to our new
customers in the general aviation industry, as a result
of an increase in demand for light and ultra-light aircraft
engine.

Gross Profit and Gross Profit Margin

Gross profit for the Group increased from approximately
HK$83.0 million for the year ended 31 December 2017 to
approximately HK$94.1 million for the year ended 31
December 2018, and the gross profit margin increased by
approximately 1.1% from approximately 34.8% for the year
ended 31 December 2017 to approximately 35.9% for the
year ended 31 December 2018.

(i)

(ii)

Thermal imaging products and services

The gross profit margin of thermal imaging products
and services increased by approximately 1.0% from
approximately 29.6% for the year ended 31 December
2017 to approximately 30.6% for the year ended 31
December 2018. The increase was primarily attributable
to an increase in the average selling price for a certain
series of infrared cameras and the increase in demand
of certain PTi products with higher gross margin.

Self-stabilised imaging products and services

The gross profit margin of self-stabilised imaging
products and services increased by approximately 2.7%
from approximately 53.6% for the year ended 31
December 2017 to approximately 56.3% for the year
ended 31 December 2018. The increase in our gross
profit margin was primarily attributable to the increase
in rendering of maintenance services, which had a
relatively higher gross profit margin.
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FINANCIAL REVIEW (Continued)
Gross Profit and Gross Profit Margin (Continued)
(iii) General aviation products and services

The gross profit margin of general aviation products
and services remained relatively stable at approximately
34.8% and 35.2% for the years ended 31 December
2017 and 2018, respectively.

Other Income and Gains, Net

The Group's other income and gains decreased by
approximately HK$3.9 million, or 68.4%, from approximately
HK$5.7 million for the year ended 31 December 2017 to
approximately HK$1.8 million for the year ended 31
December 2018. The decrease was mainly attributable to
the absence of foreign exchange gain recognised for the
year ended 31 December 2018 as compared with the
foreign exchange gain of approximately HK$5.5 million
recognised for the year ended 31 December 2017.

Selling and Distribution Expenses

The Group's selling and distribution expenses increased by
approximately HK$2.3 million, or 10.5%, from approximately
HK$22.0 million for the year ended 31 December 2017 to
approximately HK$24.3 million for the year ended 31
December 2018. The increase was mainly attributable to an
increase in staff costs of our sales and marketing personnel
resulting from the increase in sales commission, which was
generally in line with the increase in our overall revenue for
the year ended 31 December 2018.

Administrative Expenses

The Group’s administrative expenses increased by
approximately HK$22.5 million, or by 104.2%, from
approximately HK$21.6 million for the year ended 31
December 2017 to approximately HK$44.1 million for the
year ended 31 December 2018, which was primarily
attributable to an increase in listing expenses, which were
non-recurring in nature, during the year ended 31 December
2018.
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FINANCIAL REVIEW (Continued)
Other Expenses

The Group's other expenses increased by approximately
HK$6.7 million, or 744.4%, from approximately HK$0.9
million for the year ended 31 December 2017 to
approximately HK$7.6 million for the year ended 31
December 2018. The increase in other expenses was
primarily attributable to the recognition of foreign exchange
loss arising from the depreciation of Renminbi against
United States dollar for the year ended 31 December 2018.

Income Tax Expense

The Group’'s income tax expense decreased by
approximately HK$1.0 million, or 10.8%, from approximately
HK$9.3 million for the year ended 31 December 2017 to
approximately HK$8.3 million for the year ended 31
December 2018, which was primarily resulting from a
decrease in taxable profits during the year ended 31
December 2018. The Group's effective tax rates increased
from approximately 21.0% for the year ended 31 December
2017 to approximately 41.7% for the year ended 31
December 2018, which was primarily attributable to the
increase in non-deductible listing expenses.

Profit for the Year Attributable to Owners of the
Parent

As a result of the cumulative effect of the above factors, the
Group's profit for the year attributable to the owners of the
parent decreased by approximately HK$23.0 million, or
66.7%, from approximately HK$34.5 million for the year
ended 31 December 2017 to approximately HK$11.5 million
for the year ended 31 December 2018. By excluding the
non-recurring listing expenses from our results, we would
have recorded profit for the year attributable to the owners
of the parent of approximately HK$33.3 million for the year
ended 31 December 2018 and HK$37.8 million for the year
ended 31 December 2017, respectively.
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LIQUIDITY AND FINANCIAL RESOURCES

During the year, the Group maintained a healthy liquidity
position, with working capital financed mainly by internal
resources.

As at 31 December 2018, the Group reported net current
assets of approximately HK$172.6 million, as compared with
approximately HK$251.1 million as at 31 December 2017.
As at 31 December 2018, the Group's cash and bank
balances was approximately HK$52.9 million, representing
an increase of approximately HK$12.3 million as compared
to HK$40.6 million as at 31 December 2017.

For the year ended 31 December 2018, the net cash
generated from operating activities was approximately
HK$4.5 million (2017: HK$9.2 million). The cash generated
from operating activities was mainly from the profits during
the year ended 31 December 2018.

The net cash generated from investing activities was
approximately HK$46.9 million (2017: net cash used in
investing activities of approximately HK$39.6 million). The
net cash used in financing activities was approximately
HK$37.3 million (2017: HK$0.8 million). The net cash
generated from investing activities was mainly attributable
to the repayments from directors. The net cash used in
financing activities was mainly for the payment of listing
expenses and the payment arising from the reorganisation
prior to the Listing.

CONTINGENT LIABILITIES

As at 31 December 2018, the Group had no significant
contingent liabilities (31 December 2017: Nil).
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CAPITAL COMMITMENTS

As at 31 December 2018, the Group had no significant
capital commitments (31 December 2017: Nil).

FOREIGN EXCHANGE EXPOSURE

Functional currency of the Group’s operating subsidiaries is
either Hong Kong dollar or Renminbi, while some of the
Group's business transactions and cost of sales are
denominated in United States dollar and Euro.

The Group has transactional currency exposures and such
exposures arise from sales or purchases made by
subsidiaries in currencies other than the subsidiaries’
functional currencies. The Group’s foreign currency exposure
also comprises assets and liabilities denominated in United
States dollar. The Group manages its foreign currency risk
by closely monitoring the movement of the foreign currency
rates.

PLEDGE OF ASSETS

As at 31 December 2018, the Group did not pledge any
assets (31 December 2017: pledged time deposits of
approximately HK$0.5 million).

GEARING RATIO

As at 31 December 2018, since we did not have any bank
borrowings, gearing ratio was not applicable to our Group.
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USE OF PROCEEDS FrEFERR

FHHREBEEBERTR1.268T MERK L
MRS RIBF A A81.2 A 8B T (kK |k
M%)  RAFEREAH - EWAFHIEA

The final offer price for the Listing was HK$1.25 per share,
and the actual net proceeds from the Listing were
approximately HK$81.2 million (after deduction of the listing

expenses). As at the date of this Annual Report, the net JFEMFEAB AT :
proceeds from the Listing were utilised as follows:
Amount Amount
utilised as at unutilised as at
the date of the date of
Actual this Annual this Annual
net proceeds Report Report
REFE RAEAEE
BB BEAH HBEAH
MIEFHE EFAEHE KEAEHE
HK$'000 HK$'000 HK$'000
FHT FHET FHET
Establish new research and ERENEBRERN
development centres in the PRC  ¥TAf 20
and Hong Kong 39,600 - 39,600
Enhance the recognition and REaBRMELRNR
qualification of our products MEREE 17,300 - 17,300
Strengthen our sales capacity and ZEEHEE S RKITLE
capture new sales opportunities  FTiHE B 21,100 (29) 21,071
Purchase new IT hardware BE AR SN
and software K st 2,500 (764) 1,736
Working capital LEED 700 - 700
81,200 (793) 80,407

To facilitate the growth of our business, the use of proceeds
for purchasing new IT hardware and software is ahead of
schedule as disclosed in the Prospectus. The Directors
considered that it would be in the best interest of the Group
without materially impairing its financial capabilities to
temporarily utilise such funds by earning interest income in
bank accounts and they are not aware of any material
change to the proposed use of proceeds as at the date of
this Annual Report.
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Management Discussion and Analysis (Continued)

EEEN W& (F)

RESTRUCTURING AND SIGNIFICANT
INVESTMENTS

During the year, the Group underwent corporate
restructuring prior to the Listing of Shares. Please refer to
the section headed “History, Reorganisation and Corporate
Structure” in the Prospectus for further details on the
restructuring and relevant significant investments.

EMPLOYEES AND REMUNERATION POLICY

The Group had a total of 140 (31 December 2017: 144)
employees as at 31 December 2018. Total staff costs of the
Group (excluding the Directors’ and chief executive's
remuneration) for the year ended 31 December 2018 was
approximately HK$29.5 million (2017: approximately
HK$25.6 million). The Group's remuneration policies were in
line with relevant legislation, market conditions and the
performance of our employees.

DIVIDEND

The Board does not recommend the payment of final
dividend for the year ended 31 December 2018 (2017: Nil).

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Wednesday, 5 June 2019 to Wednesday, 12 June
2019, both days inclusive, during which period no transfers
of shares shall be effected. In order to qualify for attending
and voting at the annual general meeting (“AGM") to be
held on Wednesday, 12 June 2019, all transfers of shares,
accompanied by the relevant share certificates and transfer
forms, must be lodged for registration with the Hong Kong
share registrar of the Company, Union Registrars Limited at
Suites 3301-04, 33/F., Two Chinachem Exchange Square,
338 King’'s Road, North Point, Hong Kong no later than 4:00
p.m. on Tuesday, 4 June 2019.
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DIRECTORS

Executive Directors

Mr. YEUNG Lun Ching (# &%), aged 70, is the founder of
our Group. Mr. Yeung is the chairman of our Board and an
executive Director. Mr. Yeung was appointed as a Director
on 19 December 2017. He is in charge of the strategic
direction and development strategy of our Group. Mr. Yeung
is also a director of a number of our subsidiaries and the
member of the Company’s remuneration committee.

Mr. Yeung has over 20 years of experience in the
optoelectronics and general aviation industry. He obtained
his bachelor's degree in aeronautical engineering from
Nanjing University of Aeronautics and Astronautics (F 2
ZEHAKE) (formerly known as Nanjing College of
Aeronautics (F R ZEE6T)) in June 1982. Mr. Yeung started
his career in the industry working as a designer of aircraft
machinery at the Aviation Department Aircraft Design
Institute* (P EIAZE T 3482 R /N —— 9T AT, also known
as PO)I1AX&F611FT) from February 1982 to May 1985 where
he was mainly responsible for design of aircraft machinery.
He joined Schmidt & Co., (Hong Kong) Ltd., a company
focusing on system integration, in May 1986 and was
promoted to the role of product manager in January 1993
responsible for business development. He then founded our
Group in April 1998 and has served as managing director of
our Group since then.

Mr. Yeung served as the general manager (B2 %) of
Infrared Analysis Society of China* (R EALINDHTEE) in
1989. In 2004, he was appointed as the Economic
Development Consultant of Meijiang District, Meizhou* (1§
M T @& ELEIEERER) by the Meizhou Meijian
Committee Meizhou Meijiang People’'s Government* (FF 2%
wHTmHEIRZEgmMNmEIEARKMA). He was
awarded the title of the 20th Anniversary of Meijiang District
Outstanding Contributor* (ML EEZEE20BFEHEEH)
by the Meizhou Meijian Committee Meizhou Meijiang
People’'s Government* (R HGIN TR ZE & &g/ gL
[ ARBUA) in 2008. Besides, Mr. Yeung was appointed as
the Honorary Vice-chairman of Fifth Executive Committee of
Guangzhou Land, Marine and Aero Modelling Association*
(BMNTEEERIESHHEFAERESREREF) in
2011.
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DIRECTORS (Continued)
Executive Directors (Continued)

Mr. Yeung has obtained various qualifications, including (i)
the Service and Maintenance Course for Ultralight Aircraft
Engines ROTAX 582-618-912 Diploma from ROTAX in
March 1993; (ii) the Thermovision 500 Operator Training
Course awarded by Agema Infrared Systems in October
1997; (iii) The American Society for Nondestructive Testing
Level Il Certificate Program in October 1999; and (iv) the
Thermal Imaging Fundamentals Certificate awarded by FLIR
Infrared Training Centre in June 2007. Mr. Yeung further
completed the Advanced CEO Program* ((®% 4% (CEO)&
HAHMEL) at Tsinghua University in May 2010.

Mr. Yeung is the spouse of Ms. WONG Kwan Lik and the
father of Mr. YEUNG Chun Tai.

Ms. WONG Kwan Lik (£ ), aged 62, is the chief executive
officer and an executive Director. Ms. Wong was appointed
as a Director on 19 December 2017. She joined our Group in
April 1998 and has since then taken an active part in the
sales and operation of our Group. Ms. Wong is also a
director of a number of our subsidiaries and the member of
the Company's nomination committee.

Ms. Wong has over 20 years of experience in the
optoelectronics and general aviation industry. From February
1982 to May 1986, Ms. Wong worked on aviation machinery
research at the Aviation Department Aircraft Design
Institute* (AP Bl ZE T3 48A R /N —— 9L AT, also known
as PUJIIEX#B611F7). Ms. Wong has been serving as the sales
manager of Peiport Scientific Limited (“Peiport Scientific”)
and Peiport Scientific Aero Limited (“Peiport Aero”) from
April 1998 to June 2018 and since July 2018, respectively,
and is responsible for planning and coordination of sales and
operations of our Group.

Ms. Wong obtained a bachelor’'s degree in aeronautical
engineering from Nanjing University of Aeronautics and
Astronautics (F R AT ZEMAARE) (formerly known as Nanjing

7o

College of Aeronautics (F8 2 fnZE2Ft)) in June 1982.

Ms. Wong is the spouse of Mr. YEUNG Lun Ching and the
mother of Mr. YEUNG Chun Tai.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. YEUNG Chun Tai (#%#&28), aged 31, is an executive
Director. Mr. Yeung was appointed as a Director on 22
August 2018. Mr. Yeung joined our Group in February 2016
and has since then taken part in the management of
operation and supplier relationship of our Group.

Mr. Yeung has over 2 years of experience in the
optoelectronics and general aviation industry. From April
2013 till February 2014, Mr. Yeung worked as an associate
in the ICT hardware department under the Bell Professional
Management Program of Bell Canada, and was responsible
for building and maintaining the office’'s computers and
facilities. He was promoted to the position of technical
analyst in October 2013 and was responsible for managing
the daily work of the ICT hardware department. From
August 2014 to March 2015, Mr. Yeung joined Bell Business
Market of Bell Canada and worked as a technical analyst,
responsible for building, testing and deploying Cisco
telephone scripts for customers. Mr. Yeung has been
working as the marketing manager of Peiport Scientific and
Peiport Aero from February 2016 to June 2018 and since
July 2018, respectively, and is mainly responsible for
managing the daily operations of our Group.

Mr. Yeung obtained a bachelor’s degree in engineering from
McMaster University in Canada in June 2010, majoring in
computer engineering. He further obtained a master’s
degree in engineering from McMaster University in June
2013, majoring in electrical and computer engineering.

Mr. Yeung is the son of Mr. YEUNG Lun Ching and Ms.
WONG Kwan Lik.
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Independent Non-Executive Directors

Mr. NIU Zhongjie (4$£5%), aged 51, was appointed as an
independent non-executive Director on 18 December 2018.
He is responsible for supervising and providing independent
judgment to our Board. Mr. Niu is also the chairman of the
Company’s nomination committee and the member of the
audit committee and remuneration committee.

Mr. Niu has worked with various financial institutions and
has extensive experience in equity capital markets. He
served as a director of Vision Finance Asset Management
Limited from February 2008 to January 2015. He has been
the director of Vision Finance International Company Limited
since September 2007 to present, and has also been the
responsible officer of the company to carry on type 1
(dealing in securities) and type 6 (advising on corporate
finance) regulated activities since November 2007.
Furthermore, he has been the responsible officer for type 4
(advising on securities) and type 9 (asset management)
regulated activities of Vision Finance Asset Management
Limited since December 2008 and July 2010, respectively.

He has served as an independent non-executive director of
Gold-Finance Holdings Limited (stock code: 1462) since
February 2016. Mr. Niu previously served as an executive
director of Beijing Sports and Entertainment Industry Group
Limited (stock code: 1803), from 23 April 2015 to 7
November 2018.

Ms. YEUNG Hiu Fu Helen (##3K), aged 43, was appointed
as an independent non-executive Director on 18 December
2018. She is responsible for supervising and providing
independent judgment to our Board. Ms. Yeung is also the
chairman of the Company’s audit committee and the
member of the nomination committee.
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DIRECTORS (Continued)

Independent Non-Executive Directors (Continued)
Ms. Yeung has over 15 years of experience in finance and
accounting. Prior to joining our Group, Ms. Yeung worked in
various companies being responsible in the finance and
accounting aspects, among which she served as (i) a staff
accountant in the audit department of Ernst & Young in
Hong Kong from September 1997 to March 1999; (ii) an
accounting officer of China Overseas Land & Investment Ltd
from September 1999 to 2002; (iii) an accountant of Bruker
Optics Inc. from January 2006 to February 2007; and (iv) the
accounting manager of PCC Asia LCC since April 2007.

Ms. Yeung was awarded the Bachelor of Arts (Hons) Degree
in Accountancy by The Hong Kong Polytechnic University in
1997. Ms. Yeung was admitted in January 2007 as a
member of the Hong Kong Institute of Certified Public
Accountants (the "HKICPA"). She is currently a Certified
Public Accountant registered with the HKICPA. She has
been a member of Association of Chartered Certified
Accountants since May 2006.

Mr. HOU Min ({%3E), aged 54, was appointed as an
independent non-executive Director on 18 December 2018.
He responsible for supervising and providing independent
judgment to our Board. Mr. Hou is also the chairman of the
company’s remuneration committee and the member of the
audit committee.

Mr. Hou has over 20 years of experience in the aviation
industry. From 1980 to 1994, Mr. Hou served in the PRC
military. Mr. Hou served as an officer at the Anti-Smuggling
Bureau of the Beijing Customs Office between September
1994 and March 2002. From 2002 to 2004, Mr. Hou was
employed by Sino Television Co. Ltd (f#/1ERBRAF) as
a pilot for aerial photography. From May 2012 to December
2013, Mr. Hou worked at Anhui Dinghong General Aviation
Company Limited* (ZBTBZBAMZEARAF]) (previously
known as the Anhui Dinghong General Aviation Company
Limited* (ZBSE R iBMAMMZEBPRAR]), with his last position
being the general manager responsible for daily operations.

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

EE(#)

BYFHITES (F)
BRTEMERET T EEEB15FLRH -
MAREER  BLLTBEZHEARTIE &8
BEUMBREFTEL  HREOIR—NANEFN
AE—RANF= AEBBL KSR BIAT
SETEMEA SR (i R—hhhFhAZE=
TE_FEATFEEBINERERARNGETA
B (N2 F—RARE_Z2Z+F=HA
£ Bruker Optics Inc. JEEEFHAD : R(v) B =
TEFPY [ EIETPCC Asia LCCHIE T
I8 o

R—ANLEF  BREIEFEETASEES
AXEB(RE)BLEN - RIRN _FTLHF
— AR REESMAS ([HESEIA
28R - WENRBEEGTMASEMAN
XGETED o WE —TERNFRAAERKARTITA

RETMAEEE -

RIRKE  b45 R=E—N\F+ZA+NH
BEEABUIENTES -FAELEEESS
RAEREET HE - EAEERKALDRDN
FTHNEZEENTRELERLZEEHNNE -

BEREEMEERER20FLE - A— NN
TEE-NNANF  BRERPHLRE - &%
ER—NANEEAAE-EE-_F=AKELR
BERERSHEELRETABAE - Z
E-FE-_TTNF  FREFEREMNER
ERAE EEMBEOERE AT —=F
HAE-ZT—Z=ZF+_f  BEELLEABRNLH
JERBAMEERAR(AIBALHE EBEA
MEERAF) BINSEBERUBAK
B BEAEEE-



Directors and Senior Management (Continued)

ESERGAEEE ()

DIRECTORS (Continued)

Independent Non-Executive Directors (Continued)
From February 2015 to August 2017, Mr. Hou was the
general manager of Hunan Sunward General Aviation
Company Limited* (# LA ZE @M AR A 7)) responsible
for the daily operations of the Company. From December
2017 to the present, Mr. Hou has been the legal
representative and general manager of Guizhou Huang Ping
Qie Lan General Aviation Company Limited* (EM =¥ H#
BAMZEAPRRAR]) responsible for the overall operation and
management.

Mr. Hou completed the fighter pilot diploma at the PRC
People's Liberation Army Air Force Fourth Aviation School*
(FERARBMNEZEEZMOMZEER) in December 1982. He
further obtained a bachelor’s degree in military science from
the Army Staff College* (FEE 2K ZF7) in the PRC in July
1994,

SENIOR MANAGEMENT

Ms. SZE So Fan (82 ##), aged 49, is the deputy chief
executive officer of our Group. Ms. Sze joined our Group in
May 1999 and is responsible for overall administration and
human resources management of our Group.

Ms. Sze has around 20 years of experience in the marketing
field. Between March 1998 to April 1999, Ms. Sze worked
as a marketing executive in TFH Technology Co., Ltd., a
company which engages in the trading of engineering
equipment and she was mainly responsible for assisting the
sales and marketing manager for formulation and
implementation of sales and marketing strategy.

Ms. Sze graduated from Minzu University of China (fF & R &
) in June 1991 with a bachelor’s degree in physics.
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SENIOR MANAGEMENT (Continued)

Mr. KWAN Leung Yu (B85 F), aged 42, is the technology
director of our Group and is responsible for the overall
technical products and supplier relationship management of
our Group. Mr. Kwan has around 20 years of experience in
the engineering field. Mr. Kwan joined our Group in
September 1999 as a sales engineer and was promoted to
assistant general manager in April 2004 where he was
mainly responsible for design, tailoring and preparation of
technical proposals of thermal imaging products and
services and self-stabilised imaging related products and
services for our customers. Mr. Kwan obtained his
bachelor’'s degree in engineering from The University of
Hong Kong in December 1998.

Mr. XIA Xiaoming (E#HH), aged 59, is the chief engineer
of our Group. Mr. Xia joined our Group in 2002 and is
responsible for research and development of the products of
our Group. Mr. Xia has over 15 years of experience in the
optoelectronics and general aviation industry. From January
1989 to March 1993, Mr. Xia worked as a teacher in Nanjing
University of Aeronautics and Astronautics (F =M ZE AR
E) (formerly known as Nanjing University of Aeronautics (&
FfZERE)). From 1993 to 1995, Mr. Xia worked as
technical manager in Shenzhen Transportation Machinery
and Electronics Company* (I3 E#4H E T2 7)) and was
responsible for research and development of mechanical
products.

Mr. Xia obtained a master’'s degree in engineering, and
doctor's degree in engineering, from Nanjing University of
Aeronautics and Astronautics (Fd RAZEMAARE) (formerly
known as Nanjing University of Aeronautics (F R MZEAE))
in December 1984 and May 1989, respectively. He further
obtained a master’s degree in business administration from
Duquesne University in the United States in December
1997.
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SENIOR MANAGEMENT (Continued)

Ms. LEUNG Chin Ching (RR%2), aged 32, is the company
secretary and financial controller of our Group and is
primarily responsible for the secretarial, compliance work
and overall financial and accounting operations of our Group.

Ms. Leung has over 9 years of experience in finance and
accounting. Ms. Leung obtained the bachelor degree of
business administration in accountancy from the City
University of Hong Kong in July 2009. She is admitted as a
certified public accountant of the HKICPA in July 2013.

Note: If there is any inconsistency between the official Chinese name of the PRC
laws or regulations or the PRC Government authorities or the PRC entities and
their English translation, the Chinese version shall prevail. English translations
of official Chinese names are for identification purposes only and are marked
with “*",
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The Board of Directors is pleased to present the corporate
governance report of the Company (the “Corporate
Governance Report”) for the year ended 31 December 2018.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving high corporate
governance standards. The Board believes that high
corporate governance standards are essential in providing a
framework for the Group to safeguard the interests of
shareholders and to enhance corporate value and
accountability.

As the Company was not yet listed on the Stock Exchange
during the year ended 31 December 2018, the principles and
code provisions of the Corporate Governance Code (the “CG
Code"”) as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing
Rules”) was not applicable to the Company during the period
under review. The Company has adopted the principles and
code provisions of the CG Code as the basis of the
Company’s corporate governance practices, and the CG
Code has been applicable to the Company with effect from
the Listing Date. The Company has complied with all the
applicable code provisions set out in the CG Code
throughout the period from the Listing Date up to the date
of this Annual Report.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code"”) as set forth in Appendix 10 to the Listing Rules as its
own securities dealing code to regulate all dealings by
Directors in the securities of the Company and other matters
covered by the Model Code.

As the Company was not yet listed on the Stock Exchange
as at 31 December 2018, the provisions under the Listing
Rules in relation to compliance with the Model Code by the
Directors regarding securities transactions were not
applicable to the Company for the year ended 31 December
2018. Specific enquiry has been made to all Directors and
they have confirmed that they have complied with the
Model Code since the Listing Date and up to the date of this
Annual Report.
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THE BOARD

Roles and Responsibilities of the Board and Senior
Management

The Board is the primary decision making body of the
Company and is responsible for overseeing the Group's
businesses, strategic decisions and performance and is
collectively responsible for promoting the success of the
Company by directing and supervising its affairs. The Board
makes decisions objectively in the interests of the Company.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for
its efficient and effective functioning.

The Group's senior management is responsible for the day-
to-day management of the Group’s businesses and is
responsible for overseeing the general operation, business
development, finance and marketing.

BOARD COMPOSITION

The Board currently comprises six members, consisting of
three executive Directors and three independent non-
executive Directors.

During the year ended 31 December 2018 and up to the
date of this corporate governance report, the composition of
the Board comprises the following Directors:

Executive Directors

Mr. YEUNG Lun Ching (Chairman)
Ms. WONG Kwan Lik
Mr. YEUNG Chun Tai

(appointed on 22 August 2018)

Independent Non-Executive Directors

Mr. NIU Zhongjie
(appointed on 18 December 2018)
Ms. YEUNG Hiu Fu Helen
(appointed on 18 December 2018)
Mr. HOU Min (appointed on 18 December 2018)
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BOARD COMPOSITION (Continued)

The biographical information of the Directors are set out in
the section headed "Directors and Senior Management” on
pages 26 to 33 of this Annual Report. The relationships
between the members of the Board are also disclosed under
the same section.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. YEUNG Lun Ching, being the chairman of the Board (the
“Chairman"), provides leadership and is responsible for the
effective functioning and leadership of the Board. Ms.
WONG Kwan Lik, being the chief executive officer, focuses
on the Company's business development and the daily
management and operations. The segregation of roles of the
Chairman and the chief executive officer of the Company
aligns with the requirement pursuant to the code provision
A.2.1 of the CG Code.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Board at all times after the Listing Date met the
requirements of the Listing Rules relating to the
appointment of at least three independent non-executive
Directors representing more than one-third of the Board with
one of whom possessing appropriate professional
qualifications or accounting or related financial management
expertise.

The Company has received from each of the independent
non-executive Directors a written annual confirmation in
respect of his/her independence pursuant to Rule 3.13 of
the Listing Rules. The Company is of the view that all
independent non-executive Directors are independent.

Each of the independent non-executive Directors has signed
a letter of appointment with the Company for an initial term
of three years unless terminated by not less than three
months’ notice in writing served by independent non-
executive Director concerned or our Company expiring at
the end of the initial term or at any time thereafter.
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BOARD MEETINGS

Code provision A.1.1 of the CG Code stipulates that board
meetings should be held at least four times a year at
approximately quarterly intervals with active participation of
the majority of the Directors, either in person or through
electronic means of communications.

As the Company was only listed on 11 January 2019, the
Board convened only one meeting on 18 December 2018.
The board meeting was attended by all Directors, namely
Mr. YEUNG Lun Ching, Ms. WONG Kwan Lik, Mr. YEUNG
Chun Tai, Mr. NIU Zhongjie, Ms. YEUNG Hiu Fu Helen and
Mr. HOU Min. The Company expects to convene at least
four regular meetings in each financial year at approximately
quarterly intervals in accordance with code provision A.1.1
of the CG Code.

BOARD COMMITTEES

The Board has established three committees, namely, the
audit committee, the remuneration committee and the
nomination committee, for overseeing particular aspects of
the Company’s affairs. Each of these committees are
established with defined written terms of reference. The
terms of reference of the Board committees are available on
the websites of the Company and the Stock Exchange.

Audit Committee

The audit committee of the Company (the "Audit
Committee”) was established by our Company pursuant to a
resolution of the Board on 18 December 2018 with written
terms of reference in compliance with the Rule 3.22 of the
Listing Rules and the CG Code as set out in Appendix 14 to
the Listing Rules.

The primary duties of the Audit Committee are to (i) make
recommendations to our Board on the appointment, re-
appointment and removal of external auditors; (ii) review the
financial statements; (iii) provide material advice in respect
of our financial reporting process; (iv) oversee our internal
control and risk management systems and audit process;
and (v) provide advice and comment to our Board on matters
related to corporate governance.
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BOARD COMMITTEES (Continued)
Audit Committee (Continued)

The Audit Committee comprises three independent non-
executive Directors, namely Mr. NIU Zhongjie, Ms. YEUNG
Hiu Fu Helen and Mr. HOU Min. Ms. YEUNG Hiu Fu Helen
is the chairwoman of the Audit Committee.

As the Shares were listed on the Stock Exchange on the
Listing Date which was after the year ended 31 December
2018, the Audit Committee did not have any meeting and
did not meet the Company’s external auditor during the year
ended 31 December 2018.

During the period from the Listing Date up to the date of this
Annual Report, the Audit Committee had one meeting with
the external auditor of the Company to discuss the annual
audit for the year ended 31 December 2018. The Audit
Committee has reviewed the accounting principles and
practices adopted by the Group, discussed risk
management, internal controls and financial reporting
matters with management and the Board, including and
review of the annual results of the Group for the year ended
31 December 2018.

Remuneration Committee

The remuneration committee of the Company (the
“Remuneration Committee”) was established by our
Company pursuant to a resolution of the Board on 18
December 2018 with written terms of reference in
compliance with Rule 3.26 of the Listing Rules and the CG
Code as set out in Appendix 14 to the Listing Rules. The
primary duties of the remuneration committee are to (i)
review and make recommendations to our Board on the
terms of remuneration packages, bonuses and other
compensation payable to Directors and senior management;
(i) assessing performance of Directors; and (iii) approving
the terms of the Directors’ service contracts.

The Remuneration Committee comprises two independent
non-executive Directors, namely Mr. HOU Min and Mr. NIU
Zhongjie and one executive Director, namely Mr. YEUNG
Lun Ching. Mr. HOU Min is currently the chairman of the
Remuneration Committee.
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BOARD COMMITTEES (Continued)
Remuneration Committee (Continued)

As the Shares were listed on the Stock Exchange on the
Listing Date which is after the year ended 31 December
2018, the Remuneration Committee did not have any
meeting during the year ended 31 December 2018.

Details of the remuneration payable to each Director of the
Company for the year ended 31 December 2018 are set out
in note 7 to the financial statements.

Pursuant to the Code Provision B.1.5 of the CG Code, the
remuneration of the senior management by band for the
year ended 31 December 2018 was set out below:
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HK$1,000,001 to HK$1,500,000
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Nomination Committee

The nomination committee of the Company (the
“Nomination Committee”) was established by our Company
pursuant to a resolution of the Board on 18 December 2018
with written terms of reference in compliance with the CG
Code as set out in Appendix 14 to the Listing Rules. The
primary duties of the Nomination Committee are to (i) review
the structure, size and composition of our Board; (ii) identify
individuals suitably qualified to become board members; (iii)
assess the independence of independent non-executive
Directors; and (iv) review and make recommendations to the
Board on appointment or re-appointment of directors and
the management of the Board succession.

The Nomination Committee comprises two independent
non-executive Directors, namely Mr. NIU Zhongjie and Ms.
YEUNG Hiu Fu Helen and one executive Director, namely
Ms. WONG Kwan Lik. Mr. NIU Zhongjie is currently the
chairman of the Nomination Committee.

As the Shares were listed on the Stock Exchange on the
Listing Date which is after the year ended 31 December
2018, the Nomination Committee did not have any meeting
during the year ended 31 December 2018.
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BOARD DIVERSITY POLICY

In assessing the Board composition, the Nomination
Committee would take into account various aspects set out
in the Board diversity policy, including but not limited to
gender, age, cultural and educational background, industry
experience, technical and professional skills and/or
qualifications, knowledge, length of services and time to be
devoted as a director.

In identifying and selecting suitable candidates to serve as a
director of the Company, the Nomination Committee would
consider the above criteria necessary to complement the
corporate strategy and achieve board diversity, where
appropriate, before making recommendations to the Board.

The Board will consider setting measurable objectives to
implement board diversity and review such objectives from
time to time to ensure their appropriateness and ascertain
the progress made towards achieving those objectives. The
Nomination Committee shall review and monitor the
effectiveness of the board diversity of the Board.

As at the date of this Annual Report, the Board's
composition under diversified perspectives was summarised
as follows:
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NOMINATION POLICY

The Group adopted a nomination policy (the “Nomination
Policy”) on 22 February 2019. A summary of this policy is
disclosed as below.

Objectives

The Nomination Committee assists the Board in making
recommendations to the Board on the appointment of
Directors and succession planning for Directors. This Policy
provides the key selection criteria and principles of the
Nomination Committee in making any such
recommendations.

Selection Criteria

When making recommendations regarding the appointment
of any proposed candidate to the Board or re-appointment of
any existing member(s) of the Board, the Nomination
Committee shall consider a variety of factors including
without limitation the following in assessing the suitability of
the proposed candidate:

(1) Reputation for integrity;

(2)  Accomplishment, experience and reputation in the
business and other relevant sectors relate to the
Company and/or its subsidiaries;

(3) Commitment in respect of sufficient time and attention
to the Company's business;

(4) Diversity in all aspects, including but not limited to
gender, age, cultural/educational and professional
background, skills, knowledge and experience;

(5)  The ability to assist and support management and
make significant contributions to the Company's
success;
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NOMINATION POLICY (Continued)

Selection Criteria (Continued)

(6)

Compliance with the criteria of independence as
prescribed under Rule 3.13 of the Listing Rules for the
appointment of an independent non-executive Director,
and

Any other relevant factors as may be determined by
the Nomination Committee or the Board from time to
time.

The appointment of any proposed candidate to the Board or
re-appointment of any existing member(s) of the Board shall
be made in accordance with the Company’s Articles of
Association (the “Articles of Association”) and other
applicable rules and regulations.

Nomination Procedures

In general, the Board shall have the ultimate responsibility
for all matters relating to the selection, appointment and re-
appointment of Directors.

(1)

The secretary of the Nomination Committee shall
convene a meeting and invite nominations of
candidates from Board members (if any), for
consideration by the Nomination Committee. The
Nomination Committee may also nominate candidates
for its consideration.

In the context of appointment of any proposed
candidate to the Board, the Nomination Committee
shall undertake adequate due diligence in respect of
such individual and make recommendations for the
Board's consideration and approval.

In the context of re-appointment of any existing
member(s) of the Board, the Nomination Committee
shall make recommendations to the Board for its
consideration and recommendation, for the proposed
candidates to stand for re-election at a general meeting.
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NOMINATION POLICY (Continued)
Review and Monitoring of the Policy

The Nomination Committee will review the Nomination
Policy, as appropriate, to ensure the effectiveness of the
Nomination Policy. The Nomination Committee will discuss
any revisions that may be required and recommend any
such revisions to the Board for consideration and approval.

DIVIDEND POLICY

The Group adopted a dividend policy (the “Dividend Policy”)
on 22 February 2019. A summary of this policy is disclosed
as below.

The Group is committed to maintaining sufficient resources
and flexibility to meet the Group’s financial and operational
requirements. At the same time, the Company continually
seeks ways to enhance shareholders’ value to ensure
sustainable long-term vyields for shareholders.

Under the Dividend Policy, the Company gives priority to
distributing dividend in cash and shares its profits with its
shareholders. The dividend payout ratio shall be determined
or recommended, as appropriate, by the Board at its
absolute discretion after taking into account the Group’s
financial results, future prospects and other factors, and
subject to:

(1) the Articles of Association of the Company;

(2) the applicable restrictions and requirements under the
laws of the Cayman Islands;

(3) any banking or other funding covenants by which the
Company is bound from time to time;

(4) the investment and operating requirements of the
Group; and

(5) any other factors that have material impact on the
Company.

The Board may consider distributing special dividend to all
shareholders, and the amount of which shall be determined
and approved by the Board at its absolute discretion.
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DIVIDEND POLICY (Continued)

Under the Cayman Islands Companies Act and the Articles
of Association of the Company, all of our shareholders have
equal entitlement to dividends and distributions. The Board
shall have the right to review the Dividend Policy from time
to time as it deems fit according to the financial and
business development requirements of the Group.

CORPORATE GOVERNANCE FUNCTION

The Board is responsible for performing the functions set
out in code provision D.3.1 of the CG Code.

The Board would review the Company’'s corporate
governance policies and practices, training and continuous
professional development of the Directors and senior
management, the Company’s policies and practices on
compliance with legal and regulatory requirements, the code
of conduct applicable to employees and Directors, and the
Company's compliance with the CG Code and disclosure in
this Corporate Governance Report.

DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT

Directors keep abreast of the responsibilities as a director of
the Company and of the conduct, business activities and
development of the Company.

Every newly appointed director will receive formal,
comprehensive and tailored induction on the first occasion
of his/her appointment to ensure appropriate understanding
of the business and operations of the Company and full
awareness of director’'s responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

In accordance with A.6.5 of the CG Code, all Directors
should participate in continuous professional development
to develop and refresh their knowledge and skills to ensure
that their contribution to the Board remains informed and
relevant. All Directors are encouraged to attend relevant
training courses at the Company’s expenses.
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DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT (Continued)

For the year ended 31 December 2018, the Company
organised a training session conducted by lawyers for
Directors and the training session focused on corporate
governance, directors’ duties, responsibilities and obligations
under the Securities and Futures Ordinance and the Listing
Rules. All Directors, namely Mr. YEUNG Lun Ching, Ms.
WONG Kwan Lik, Mr. YEUNG Chun Tai, Mr. NIU Zhongyie,
Ms. YEUNG Hiu Fu Helen and Mr. HOU Min have attended
the training session.

ACCOUNTABILITY AND AUDIT

Directors’ Responsibility in Respect of the Financial
Statements

The Directors acknowledge their responsibility for preparing
the consolidated financial statements of the Group and other
financial disclosures required in accordance with the
statutory requirements and applicable accounting standards.

In preparing the accounts for the year ended 31 December
2018, the Directors confirm that, to the best of their
knowledge, the accounts is prepared on a going concern
basis and they are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going
concern.

A statement by the auditor about their reporting
responsibilities for the financial statements is included in the
“Independent Auditor’'s Report” on pages 71 to 78 of this
Annual Report.
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AUDITOR’S RESPONSIBILITY AND ¥ SR B9 B K% 3 A
REMUNERATION

During the year ended 31 December 2018, the Company REZZZ—N\F+ZA=+—HILEFE ' &
appointed Ernst & Young as the external auditor. Details of RBIET LK E5HEIESHT AINEZEED o &
the fees paid or payable in respect of the audit and non-audit ZE=ZF—N\GF+-A=1+—HIEFERLKE
services provided by Ernst & Young for the year ended 31  sHEIESFTIR A= MIEEFT RS M E Mk

December 2018 are set out in the table below: ERNERANFERNTE
Fees paid/
Services rendered 2R RS payable
21/
ESEA
(HK$000)
(F#&x)
Audit services: FiTIRT -
— Annual audit and related services — FEEF LBERE 1,360
— Audit services for initial public offering — EBEEE X ARABE 2ET R 3,300
Non-audit services: FEFEETARTS -
— Tax services — TSRS 660
RISK MANAGEMENT AND INTERNAL [ B B 2 I A B4
CONTROLS

The Board has undertaken the overall responsibility for ZEEZg2EHARREEEASENEREER
overseeing the Group's risk management and internal RWIEEHRLG B2 BFRAEERE - L
control systems on an on-going basis and reviewing their (RERREOFZRAEEBNEE -
effectiveness at least annually in order to safeguard the

interests of the shareholders and the assets of the Group.

The Board acknowledges its responsibility for evaluatingand EF2MEEEEANGLAETHBEEATR
determining the nature and extent of the risks it is willing to AEBEKNRE B EZmMAENRROED KE
take in achieving the Group's strategic objectives and & WHERAEBEEEZY REFEE KB UN
ensuring that the Group has established and maintained RBEERASEGES ZEZHEEER
appropriate and effective risk management and internal  MIEERARGEEREKEENER - BETA
control systems. The systems are designed to manage IEMIEREERF AL B ERIERRuM I IBK -
rather than eliminate the risk of failure to achieve business

objectives and can only provide reasonable and not absolute

assurance against material misstatement or loss.
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RISK MANAGEMENT AND INTERNAL
CONTROLS (Continued)

The Board has delegated to the Audit Committee to review
the effectiveness of the risk management and internal
controls of the Group. Based on its review, the Audit
Committee advises the Board on the effectiveness of the
Group’'s risk management and internal control systems,
including the identification and monitoring of the risks, the
adequacy of resources, staff qualifications and experience,
training programmes and the Company’s accounting and
financial reporting functions. The management has also
been delegated to design, implement and maintain the
appropriate and effective risk management and internal
control systems of the Group.

To further strengthen the risk management and internal
control of the Group, the Company appointed external
advisers to undertake the internal audit function and perform
the ongoing monitoring of the internal control systems of
the Group. The external advisers evaluate the Group's risk
management and internal control systems by reviewing the
material controls, including financial, operation and
compliance. The rotation basis would be applied to
operations with similar risk associated so as to enhance the
efficiency and effectiveness of the internal audit function.
Review results and the recommendations in the form of
written report are submitted to the Audit Committee for
discussion and review. Follow up actions will be taken up by
the management of the Group to ensure all significant
control activities are properly in place within the Group and
findings previously identified have been properly resolved.

The Company has conducted annual review on the
effectiveness and efficiency of the Groups risk management
and internal control systems for the year ended 31
December 2018 and the management has confirmed that
there is no significant deficiency and weakness on the
internal control system has been identified by the external
advisers. During the year under review, both the Board and
the Audit Committee satisfied and confirmed that the
Group's risk management and internal control systems were
effective and adequate.
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INSIDE INFORMATION

With respect to procedures and internal controls for handling
the dissemination of inside information, the Group has
adopted a policy on the disclosure of inside information (the
“Inside Information Policy”) in order to comply with the
Securities and Futures Ordinance (“SFO") and the Listing
Rules. According to the Inside information Policy, the
Company has taken appropriate measures to identify inside
information and preserve its confidentiality until proper
dissemination via the electronic publication system operated
by the Stock Exchange. Senior management of the Group
must take all reasonable measures to ensure that proper
safeguards exist to prevent the leakage of inside information
of the Company from time to time. They must also promptly
bring any possible leakage or divulgence of inside
information to the attention of the Board accordingly for
taking the appropriate action promptly.

COMPANY SECRETARY

The company secretary of the Company (the “Company
Secretary”), Ms. LEUNG Chin Ching, who is also the
financial controller of the Group, is a full-time employee of
the Company. Her biography is set out on page 33 of this
Annual Report in the section of “Directors and Senior
Management”.

During the year ended 31 December 2018, Ms. LEUNG Chin
Ching has confirmed that she has complied with all the
qualifications and training requirements as required under
Rule 3.29 of the Listing Rules.
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SHAREHOLDERS' RIGHTS

Convening an Extraordinary General Meetings (the
“EGM”) by the Shareholders

Pursuant to Article 58 of the Articles of Association, the
Board may whenever it thinks fit call EGM. EGM shall also
be convened on the requisition of any one or more members
holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at
all times have the right, by written requisition to the Board
or the Company Secretary of the Company, to require an
EGM to be called by the Board for the transaction of any
business specified in such requisition; and such meeting
shall be held within two (2) months after the deposit of such
requisition. If within twenty-one (21) days of such deposit
the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Putting Forward Proposals at a General Meeting

A shareholder shall make a written requisition to the Board
or the Company Secretary at the principal place of business
in Hong Kong of the Company at Room 1302, 13/F,
Westlands Centre, 20 Westlands Road, Taikoo Place, Quarry
Bay, Hong Kong, specifying the shareholding information of
the shareholder, his/her contact details and the proposal he/
she intends to put forward at general meeting regarding any
specified transaction/business and its supporting
documents.

Putting Forward Enquiries to the Board

Shareholders have the right to put forward enquiries to the
Board at general meeting or send written enquiries to the
Company for the attention of the Company Secretary at the
Company's principal place of business in Hong Kong at
Room 1302, 13/F, Westlands Centre, 20 Westlands Road,
Taikoo Place, Quarry Bay, Hong Kong.

R R AR
BREFRRFEIAE (REFBIAE])

RIBFEBEIZMAESK  EFSAINHER
REENEAREERARRFIAE « E—
kA ERIEZERE AFETDRARRM
RBA(AARBBRRREZREE) tDZ2—
MR RNMEMNREREEERARNARTESTSHL
NEAMEBRHEEMER  BREESAFMR
FRIAE » NREZERPEANTAER
AZARERNEEZERIEMQ2)EARET -
EREEEAE-T—QNVER EFERE
MREFAABRASZER  AIEZ2ZRALA
BEARGTAELEE  ME2ERALE
EEg s RAMEENMBESEMXERAR
AR 2 BRAER

RERRASEHRES

BRAMNESFERARWEFLERB R (FE
REFBTBREXME MU ST BHBIBK
EOEMBE 20 ERM P OI3BIB02E) - B
AR FRER EBBETAFBERE
REMAERZ S EBMABERKRERAGRE
HOBR AR DA S L SO H A -

MESSFEHENR

BEAENKRREAS LMEZESENEHR - X
BEEMEHABRRERARRNESTELEME,
(Holt B E BB AR A B EB K 205 =+
131302 F) WA R A MEZEI -

REZEBRERDE /2018 F R

49



Corporate Governance Report (Continued)

TEERHRE (F)

50

COMMUNICATION WITH SHAREHOLDERS
AND INVESTOR RELATIONS

The Company has established a shareholders’ communication
policy on 18 December 2018. Such policy is monitored and
reviewed by the Board on a regular basis to ensure its
effectiveness. The Company considers that effective
communication with shareholders is essential for enhancing
investor relations and investor understanding of the Group’s
business performance and strategies. The Company
endeavors to maintain an on-going dialogue with shareholders
and in particular, through AGMs and other general meetings.
At the forthcoming AGM, Directors (or their delegates as
appropriate) will be available to meet shareholders and
answer their enquiries.

To promote effective communication, the Company
maintains a website at “www.peiport.com”. Through its
website, the Company provides shareholders with corporate
information, corporate governance practice, interim and
annual reports, announcements, circulars and etc. The
Company will also update the website information from time
to time to inform the shareholders and investors of the
latest development of the Company.

CHANGES OF ARTICLES OF THE ASSOCIATION

The Company has not made any changes to its Articles of
Association on or after the Listing Date. An up to date
version of the Company’s Articles of Association is available
on the Company’'s website and the Stock Exchange’s
website.
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Report of the Directors
EEERE

The Board of Directors is pleased to present their report
together with the audited financial statements of the
Company and of the Group for the year ended 31 December
2018.

GLOBAL OFFERING

Peiport Holdings Ltd., incorporated as an exempted
company with limited liability in the Cayman Islands on 19
December 2017 and registered as a non-Hong Kong
company under part 16 of the Companies Ordinance on 6
September 2018. The Company’s Shares were listed on the
Stock Exchange on 11 January 2019.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The Company is an investment holding company and its
subsidiaries were principally engaged in the provision of (i)
thermal imaging products and services; (ii) self-stabilised
imaging products and services; and (iii) general aviation
products and services. An analysis of the principal activities
of the Group during the year ended 31 December 2018 is
set out in the section headed “Management Discussion and
Analysis” in this Annual Report.

Further discussion and analysis of these activities as
required by Schedule 5 to the Hong Kong Companies
Ordinance (Chapter 622 of the Laws of Hong Kong),
including a discussion of the principal risks and uncertainties
facing the Group, an indication of likely future developments
in the Group’s businesses and other relevant information,
can be found in the sections headed “Chairman’s
Statement” and the “Management Discussion and Analysis”
set out on pages 6 to 10 and pages 11 to 25 of this Annual
Report, respectively. Such discussion forms part of this
“Report of the Directors”.

In addition, discussion on the Group’s environmental policies
and performance, compliance with relevant laws and
regulations and the key relationships with the Company's
key stakeholders which have a significant impact on the
Group are set out in the “Environmental, Social and
Governance Report”.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

The Group is committed to contributing to the sustainability
of the environment and is committed to becoming an
environmentally-friendly corporation. Details of our
environmental, social and governance policies and
performance during the year ended 31 December 2018 shall
be disclosed in a standalone "“Environmental, Social and
Governance Report” to be published within three months
after the publication of this Annual Report on the websites
of the Company and the Stock Exchange.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2018
and the Group's financial position as at 31 December 2018
are set out in the financial statements on pages 79 to 82.

The Board does not recommend the payment of final
dividend for the year ended 31 December 2018 (2017: Nil).

FINANCIAL SUMMARY

A summary of the audited results and the assets, liabilities and
non-controlling interests of the Group for the last four financial
years, as extracted from the published audited financial
statements, is set out on page 2 of this Annual Report.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in note
1 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment

of the Group during the year ended 31 December 2018 are
set out in note 12 to the financial statements.
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SHARE CAPITAL

Details of movements in the share capital of the Company
for the year ended 31 December 2018 and details of the
shares issued during the year ended 31 December 2018 are
set out in note 22 to the financial statements.

DEBENTURE ISSUED

The Group did not issue any debenture since the Listing
Date and up to the date of this Annual Report.

EQUITY-LINKED AGREEMENTS

Save for disclosed in “Share Option Scheme" as set out in this
section, no equity-linked agreements were entered into by the
Group, or existed during the year ended 31 December 2018.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the period from the Listing Date up to the date of this
Annual Report, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company'’s listed securities.

DISTRIBUTABLE RESERVES

Details of the movements in the reserves of the Company
during the year ended 31 December 2018 are set out in note
23 to the financial statements and the consolidated
statements of changes in equity. The distributable reserve
of the Company as at 31 December 2018 was nil.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2018, sales to the
Group's five largest customers accounted for 39.2% of the
total sales for the year and sales to the largest customer
included therein amounted to 15.8%.

During the year ended 31 December 2018, purchases from
the Group's five largest suppliers accounted for 84.3% of
the total purchases for the year and purchase from the
largest supplier included therein amounted to 52.7%.

None of the Directors of the Company or any of their
associates or any shareholders (which, to the best
knowledge of the Directors, own more than 5% of the
Company's issued share capital) had any beneficial interest
in the Group's five largest customers and suppliers during
the year ended 31 December 2018.

DIRECTORS

The Directors who held office during the year ended 31
December 2018 and up to the date of this Annual Report
are:

Executive Directors

Mr. YEUNG Lun Ching (Chairman)

Ms. WONG Kwan Lik

Mr. YEUNG Chun Tai (appointed on 22 August 2018)
Independent Non-executive Directors

Mr. NIU Zhongjie (appointed on 18 December 2018)

Ms. YEUNG Hiu Fu Helen (appointed on 18 December 2018)
Mr. HOU Min (appointed on 18 December 2018)
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In accordance with article 84 of the Articles of Association,
at each AGM, one-third of the Directors for the time being
(or, if their number is not a multiple of three (3), the number
nearest to but not less than one-third) shall retire from office
by rotation provided that every Director shall be subject to
retirement at an AGM at least once every three years.
Accordingly, Mr. YEUNG Lun Ching (“Mr. YEUNG") and Ms.
WONG Kwan Lik (“Ms. WONG"), will retire by rotation at
the forthcoming AGM of the Company and, being eligible,
offers themselves for re-election.

The Company has received written annual confirmation of
independence from each of the independent non-executive
Directors pursuant to Rule 3.13 of the Listing Rules. The
nomination committee of the Company has duly reviewed
the independence of each of these directors. The Company
considered that all independent non-executive Directors are
independent.

BIOGRAPHICAL INFORMATION OF DIRECTORS
AND SENIOR MANAGEMENT

Biographical information of the Directors and senior
management of the Group are set out in the section headed
"Directors and Senior Management” on pages 26 to 33 of
this Annual Report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Directors has entered into a service agreement
with our Company for a term of three years and are subject
to termination in accordance with their respective terms.
The term of the service contracts may be renewed in
accordance with the Articles of Association and the
applicable rules of the Listing Rules.

Save as discussed above, none of the Directors proposed
for re-election at the forthcoming AGM has a service
contract with the Company and/or any of its subsidiaries,
which is not terminable by employing company within one
year without payment of compensation, other than statutory
compensation.

REBEAMERARFEAG  RNEERREF
AREL ERRB=0Z2WNER(HIWES
ABIXF=Q)WEE AARREAETD
R=nz—2Z28B)ARFEEE BUESFA
ELBFHEBRRBAFAE LRFERET X -
At - S E((HBEED REBRNLL
TEZLDBRARBEERRBFAS L
JERAE  UFAEERBUEEE -

ARBDRESEIFATESRE ETRA
FIBHELZERMFERLERE - AQF]
REZEGCHEARARTETEANEY
- ARARBBERBUIFNTESTTES

-~
VAR

EEREAEEBNERER

AEBEZRLRSREEBNEEENANASE
EHREF26EBAEZLHREEE |4 -

EENRBEL

EEFCHEARARI RSB HE - RYI=F
WAIRIEE K B WIERR T AR LE - RIBE HH
HR AR B ABERAR N LR ERR
AIEE -

B EXFTRmmE SN - BERN R RIAE K
SERBEEZEFEARAR LEMBLF
AARAARTAR - FARNEECEER
BRI MAL L2 RFEE A

REZEBRERDE /2018 F R

55



Report of the Directors (Continued)

EEEHRE (FE)

56

REMUNERATION OF DIRECTORS AND CHIEF
EXECUTIVE AND FIVE HIGHEST PAID
EMPLOYEES

Details of the remuneration of the Directors and chief
executive and the five highest paid employees of the Group
are set out in notes 7 and 8 to the financial statements of
this Annual Report.

PERMITTED INDEMNITY

Pursuant to the Articles of Association and subject to the
applicable laws and regulations, every Director shall be
indemnified and secured harmless out of the assets and
profits of the Company against all actions, costs, charges,
losses, damages and expenses which they or any of them
may incur or sustain in or about the execution of their duty
in their offices. Such permitted indemnity provision has been
in force since the Listing Date. The Company has maintained
appropriate directors’ and officers’ liability insurance to
provide appropriate coverage for the Directors and other
officers of the Group since the Listing Date and up to the
date of this Annual Report.

DEED OF NON-COMPETITION

Mr. YEUNG, Ms. WONG and Peiport Alpha Ltd. (“Peiport
Alpha"), each being the controlling shareholder (as defined
under the Listing Rules) of the Company (the “Controlling
Shareholder(s)”), have entered into a deed of non-
competition dated 18 December 2018 (in favour of the
Company (the “Deed of Non-Competition”). Details of the
Deed of Non-Competition was set out in the section headed
“Relationship with Controlling Shareholders” of the
Prospectus.

The Company has received confirmations from Mr. YEUNG,
Ms. WONG and Peiport Alpha of their compliance with the
terms of the Deed of Non-Competition. Mr. YEUNG, Ms.
WONG and Peiport Alpha declared that they have fully
complied with the Deed of Non-Competition for the year
ended 31 December 2018.
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Report of the Directors (Continued)
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DEED OF NON-COMPETITION (Continued)

The independent non-executive Directors of the Company
have reviewed the confirmations from the Controlling
Shareholders and confirmed that up to the date of this
Annual Report, all the undertakings under the Deed of Non-
Competition have been complied with by Mr. YEUNG, Ms.
WONG and Peiport Alpha.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

The shares of the Company were listed on the Stock
Exchange on 11 January 2019 and therefore, Divisions 7 and
8 of Part XV of the SFO, Section 352 of the SFO and the
Model Code as set out in Appendix 10 to the Listing Rules
were not applicable as at 31 December 2018. As at the date
of this Annual Report, the following Directors and chief
executive of the Company had or were deemed to have
interests or short positions in the shares, underlying shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) (i)
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the
SFO); or (ii) which were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein; or
(iii) which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code:

Ordinary Shares of the Company:

Number of ordinary

THFERE (&)

RRFVIBILIFMITE D B RBCR R
HMREEANFERSAHY  HEE TR
BEMEBEG D ET AN BRF R T HMA A

End
ah °©

EERTRARRESG AEROR
EREETNESERKE

ARAWMBROR=-F—-NF—A+—BEKR
Prim - At B RERGIEXVERE 7 &
FBNH - EHLBEMGAIFE B2 LR
QISR+ AR ETAR —Z—\F+ A
=t+—BYNER - RAFERERS - T5
ZAUNETE-E JEERilE €t 0Nz NI R SRR CIP(Ek
EE(EERES RS EGIFEXVER) 2 i -
MRRAR D M AEHERE P A AR AR (VIR
EHMHEGRPIEXVEE7 R DEAME R
NE| LRz sk R (BREREREE
FRHE R ZZEREREFEIRSER 2
B fORR ) N RIBEZEFRBEHEIF
362 IRZARCERIN R IR I P 18 2 B so il 2 R =X
RKA i) IRIBRE ST AR & AR R B
R 2 T BORR

RRR 2 EBRERG :

Approximate

Capacity/ shares and percentage of
Name of Director Nature of interest class of securities shareholding (%)
EEpnE B EntE EERNEERZEZER BFRBAE DL (%)
Mr. YEUNG® Interest of a controlled 300,000,000 Shares (L)™ 75%%?
154 A © corporation 300,000,000 A& A& 17 (L)

Rt EE g
Ms. WONG® Interest of spouse 300,000,000 Shares (L)™ 75%?
Tt foiB s 300,000,000 A& 47 (L)
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (Continued)

Ordinary Shares of the Company: (Continued)

Notes:
1. The letter “L" denotes to the person with long position in the Shares.
2. The calculation is based on the total number of 400,000,000 Shares in issue

after completion of the global offering.

3. Our Company is owned as to approximately 75% by Peiport Alpha. The entire
issued share capital of Peiport Alpha is owned as to 70% and 30% by Mr.
YEUNG and Ms. WONG, respectively. Ms. WONG is the spouse of Mr. YEUNG
and therefore each of Ms. WONG and Mr. YEUNG is deemed to be interested
in Shares held by Peiport Alpha pursuant to the SFO. Mr. YEUNG, Ms. WONG
and Peiport Alpha together are a group of Controlling Shareholders of our
Company.

Ordinary Shares of an Associated Corporation — Peiport
Alpha:

EERTRARRRKRG  AEROR
EEETNESERAR (&)

RAFzEBERES - ()

1. FEL EZALTREMOEEFR -

2. ER 2R E T & B B 7R $20400,000,000 %
FE -

3. AABARBFAEEERLT5% © B BEEH
EBETRADIHBAEERTILTHEEFTON X
30% °c EXRERBRENRE  Hit - REEFR
HEGD  EXLRBEEEERBARBIFME
ERENBRNTEAED - BELE  TRERMFE
PR AR AR R R —EERARR -

MBCEE — WEMBEZSBRRG

Number of ordinary Approximate

Capacity/ shares and percentage of
Name of Director Nature of interest class of securities shareholding (%)
EEnE B REmHE ERERNEERFFER BERENBE DL (%)
Mr. YEUNG® Interest of a controlled 10 shares (L) 100%%?
Bt corporation 10 A 1 (L)

b k| Do E v
Ms. WONG® Interest of spouse 10 shares (L) 100%?
Frzt® [IIEE o 10 B AR 7 (L)
Notes: M5 -
1. The letter “L” denotes to the person with long position in the shares. 1. FEIL] BZALTREOOEE
2. The calculation is based on the total number of 10 shares of Peiport Alpha in 2. EREFAREEBITRNEE0RETE -

issue.

3. The entire issued share capital of Peiport Alpha is owned as to 7 shares and 3 3. BEMBRENZHDEBEITREAABEERTL LS

shares by Mr. YEUNG and Ms. WONG respectively. Since Ms. WONG is the
spouse of Mr. YEUNG, pursuant to the SFO, they are deemed to be interested
in the entire issued share capital of Peiport Alpha and the Shares held by
Peiport Alpha.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (Continued)

Ordinary Shares of an Associated Corporation — Peiport
Alpha: (Continued)

Save as disclosed above, as at the date of this Annual
Report, none of the Directors and chief executive of the
Company had any interests or short positions in any shares,
underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of
the SFO) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions
which he was taken or deemed to have under such
provisions of the SFO), or which were required, pursuant to
Section 352 of the SFO, to be recorded in the register
referred to therein or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the paragraph headed “Directors’
and chief executive's interests and short positions in shares,
underlying shares and debentures” in this section, at no
time during the year ended 31 December 2018 were rights
to acquire benefits by means of the acquisition of shares or
underlying shares in, or debentures of the Company granted
to any Director or their respective spouse or children under
18 years of age, or were any such rights exercised by them;
or was the Company, or any of its holding companies,
subsidiaries or fellow subsidiaries a party to any
arrangement to enable the Directors to acquire such rights
in any other body corporate.

EERTRARRKRSG  HEROR
EEETNESZRAR (&)

MHBEE — REMBEZEBRRSG - (&)

B EXFEES  RAFEREAH - HE
AR BEFRITRABEN AR R S H AL AR
EE(EERBFRPEEGIFEXVED) 2D -
R, MEEETEREAREES ME
{EEBIZEXV EREE 7 K 8 0 BB /R A& AN X @) R Bt 52
PreEmegok R (BRNEREREZ MR K
PI2ZEREREFLBER/EES 2 BRIOR
B HRERE S M E GRPI % 362 AR &%
REZIGHIFTE 2 BReMZ EETAR + HRE
RESTRIZBAMEG AN A B NPT 2 #E 30O

AN

=

EEREROREEZNER

BRI EX [EERITRAFKED - BN
RERETER AR —BREEEN R
HE_Z-/N\F+A=+—HILFEAELR
AT ER FEAESREZ BB AT TN
R FRAEMEBBERR TR LMD
SEZFMER A 2 #F « A EALIRETT(E
POt (T 4E R - AR B S EAEMHER AR - B
B R FRHERRES B I T &
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DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in the "Connected Transactions” as set
out in this section and the related party transactions
disclosed in note 28 to the financial statements of this
Annual Report, no Directors had a material interest, either
directly or indirectly, in any transactions, arrangements or
contracts of significance to the business of the Group to
which the Company, its holding company or any of its
subsidiaries was a party, at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2018, none of the
Directors nor their respective associates had an interest in a
business which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

SHARE OPTION SCHEME

The share option scheme of the Company (the “Share
Option Scheme"”) has been conditionally adopted on 18
December 2018.

The Board may, at its discretion, offer to grant an option to
any person belonging to any of the following classes of
participants (the “Eligible Participants”), to take up options
to subscribe for the shares:

(1) any full-time or part-time employees, executives or
officers of our Company or any of its subsidiaries;

(2) any directors (including executive, non-executive
Directors and independent non-executive Directors) of
our Company or any of its subsidiaries;

(3) any advisers (professional or otherwise), consultants,
suppliers, customers and agents to our Company or
any of its subsidiaries; and

(4) related entities who, in the sole opinion of the Board,
will contribute or have contributed to our Company or
any of its subsidiaries.

The Share Option Scheme became effective on the Listing
Date and, unless otherwise cancelled or amended, will
remain in force for 10 years from the date of adoption of the
Share Option Scheme (i.e. 17 December 2028).

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

EERNRG  RHRESHERS

BRAEFEA [FERS | IREERAFE
s B SRR T TR 28 PRI BE O BB RS 5 2 S 51
MEEFNFATAERHEZXRAERAR
A~ BAER A RS EAE I A B PTR] LA (E
AR5 ZHHENTHRAEAES

EERBFERBHES

REBEZE-ZT—/\F+_A=-+TRHLFE  H#E
EFANFZANBEANERINERELS
BXGEBAR BT A BB TR TR
TR

fBRESE

ARBER T \F+ZA+/\BEBKEKR
mEEREST B ([ ARt D) -

EEgnNERBRNATENERNZ2EE ([6
BIR2HE |) 0 Em A TR LB AR B

5

(1) ARBREEFMBRFNERNZBK
REBES  TRAERSRME -

(2) ARBHEMAMBRARANEFNES(R
BRIT FRTESRBUIFERTE
£);

Q) AR HEA B R BN EFERE (F
EREMER) - FRA - HER TP
AR &

4) EFEFEERABERCHARARE
ERHBARMELERNERER -

BERRERTEIN L HEIAR - BRAITAEESE
FION - i B RE AR RT 8154 B HRHERT 10 4F (B
“ENF+ZATERIRBR -



Report of the Directors (Continued)

ESTHE (E)

SHARE OPTION SCHEME (Continued)

The maximum number of shares which may be issued upon
exercise of all options granted and to be granted under the
Share Option Scheme is 40,000,000 shares, representing
10% of the shares of the Company in issue as at the Listing
Date and as at the date of this annual report. The maximum
number of shares issuable under share options granted to
each eligible participant in the Share Option Scheme
(including both exercised and outstanding options) within
any 12-month period is limited to 1% of the shares of the
Company in issue. Any grant or further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting. A grant of share options
under the Share Option Scheme to a director, chief
executive or substantial shareholder of the Company, or to
any of their associates, is subject to approval in advance by
the independent non-executive Directors (excluding any
independent non-executive Director who is the grantee of
the option). In addition, any grant of share options to a
substantial shareholder or an independent non-executive
Director of the Company, or to any of their associates, which
would result in the shares issued and to be issued, upon
exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding), to
such person in the 12-month period up to and including the
date of the grant in excess of 0.1% of the shares of the
Company in issue and with an aggregate value (based on
the closing price of the Company’s shares at the date of
grant) in excess of HK$5 million, are subject to shareholders’
approval in advance in a general meeting.

The offer of a grant of share options may be accepted on or
before the relevant acceptance date upon payment of a
nominal consideration of HK$1 in total by the grantee. The
exercise period of the share options granted is determined
by the Board in its absolute discretion, save that such a
period shall not be more than 10 years from the date of offer
of the share options and subject to the provisions for early
termination as set out in the Share Option Scheme. There is
no minimum period for which an option must be held before
it can be exercised.

B AESHE ()

EIREERR T B B M TR E B
EETEMAEETHORMEE LR A
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ABREZRE  REMARHSHBBEA LR
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o EREERH BB (EEZAE) 12
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SHARE OPTION SCHEME (Continued)

The exercise price of the share options shall be not less than
the highest of (i) the Stock Exchange closing price of the
Company's shares on the date of offer of the share options,
which must be a date on which the Stock Exchange is open
for business of dealing in securities; (ii) the average Stock
Exchange closing price of the Company's shares for the five
trading days immediately before the date of offer; and (iii)
the nominal value of the Company’s share as at the date of
offer.

The Share Option Scheme is a share incentive scheme and
is established to recognise and acknowledge the
contributions Eligible Participants had or may have made to
the Group. The Share Option Scheme will provide Eligible
Participants an opportunity to have a personal stake in our
Company with the view to achieving the following
objectives: (i) motivate Eligible Participants to optimise their
performance efficiency for the benefit of the Group; and (ii)
attract and retain or otherwise maintain on-going business
relationship with Eligible Participants whose contributions
are or will be beneficial to the long-term growth of the
Group.

No options had been granted or agreed to be granted under
the Share Option Scheme during the year and up to the date
of this Annual Report. The Company did not have any
outstanding share options, warrants and convertible
instruments into shares as at 31 December 2018 and up to
the date of this Annual Report.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2018, the shares of the Company were
not listed on the Stock Exchange. Divisions 2 and 3 of Part
XV of the SFO and Section 336 of the SFO were not
applicable to our Company as of 31 December 2018.

As of the date of this Annual Report, so far as was known to
any Director, or chief executive of our Company, the
following persons (other than the Directors and chief
executive of the Company) had, or were deemed to have,
interests and/or short positions in the Shares, underlying
shares and debentures of the Company which would fall to
be disclosed to our Company and the Stock Exchange
pursuant to Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept by the Company
under Section 336 of the SFO:

FERRARS - HBERO R EER
RS

RZE—NF+= H +—8  XRBRRMDI

RIREEAZFT £ - BH R H iﬂwﬁuéﬁxv%%z
K35 BBLA K 75 %&Hﬁiﬂ\ﬂﬁﬂ%%&lﬁ%ﬁzi
—E - N\FF+ZA=t+—BEARELTE

J==J

RAFERSE A BARREFTRITRAE
PIA - AT AL (RRREERITHRARRIN)
RARBRAD - ARRER (D N B4R A S
BREERBEESKHAEGRIIEXVEE 2R3
D EARMARN T REZFR RS &, SOK
BRRARARIEE KB GHI%E 336 57T
B2 B MR s kAR

Number of Approximate
Name of Capacity/ ordinary shares and percentage of
Shareholder Nature of interest class of securities shareholding (%)
e TP B REMtE EERNEE RESE FEREBAE D (%)
Peiport Alpha® Beneficial owner 300,000,000 Shares (L)™ 75%?
=M RES BEREBA 300,000,000 A& A& 17 (L)
Mr. YEUNG® Interest in a controlled 300,000,000 Shares (L) 75%"
B ES corporation; Interest of 300,000,000 A& A% 15 (L)
spouse
REthEEER  IEER
Ms. WONG"® Interest in a controlled 300,000,000 Shares (L)™ 75%?
T4t corporation; Interest of 300,000,000 &A% 17 (L)
spouse
EEGEERR - BBEs
Notes: B3

The letter “L"” denotes to the entity’s with long position in the securities. 1.

The calculation is based on the total number of 400,000,000 Shares in issue 2.

after completion of the global offering.

Our Company is owned as to approximately 756% by Peiport Alpha. The entire 3.
issued share capital of Peiport Alpha is owned as to 70% and 30% by Mr.
YEUNG and Ms. WONG, respectively. Ms. WONG is the spouse of Mr. YEUNG
and therefore each of Ms. WONG and Mr. YEUNG is deemed to be interested
in Shares held by Peiport Alpha pursuant to the SFO. Mr. YEUNG, Ms. WONG
and Peiport Alpha together are a group of Controlling Shareholders of our

Company.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (Continued)

Save as disclosed above, as at the date of this Annual
Report, none of the substantial or significant shareholders or
other persons, other than the Directors and chief executive
of the Company whose interests are set out in the paragraph
headed “Directors’ and chief executive’s interests and short
positions in shares, underlying shares and debentures” in
this section, had any interests or short positions in the
shares or underlying shares as recorded in the register
required to be kept by the Company under Section 336 of
the SFO.

MANAGEMENT CONTRACTS

No contracts, other than the employment contracts,
concerning the management and administration of the
whole or any substantial part of the business of the Group
was entered into or existed during the year ended 31
December 2018.

RELATED PARTY TRANSACTIONS

Related party transactions entered into by the Group for the
year ended 31 December 2018 are disclosed in note 28 to
the financial statements. These transactions were conducted
in accordance with terms as agreed between us and the
respective related parties. Our Directors confirm that all
related party transactions during the year ended 31
December 2018 were conducted on normal commercial
terms that were reasonable and in the interest of our Group
as a whole. Save as disclosed in below sections of this
Annual Report, there were no other connected transactions
or non-exempted continuing connected transactions under
the Listing Rules as at the date of this Annual Report.
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CONNECTED TRANSACTIONS
Non-Exempt Continuing Connected Transactions

During the year ended 31 December 2018, we have entered
into a number of lease agreement (together, the “Lease
Agreements”, and each the "“Lease Agreement”) with the
connected persons (as defined in the Listing Rules) in our
ordinary and usual course of business, which constitute
continuing connected transactions under the Listing Rules
upon our Listing.

BEXS

FRREHEBERS

REzE—

EMRADRILZ
| RER—h [HEHZ

—NETZA=+THILEFE - &M
R HE %&_ﬂX%%ﬂ$£¢EﬁEQLAi<E§EEJ
sEAIHER
LRI £

R E W

) H&

BEKEMRUBRTHRERERS -

Details of these continuing connected transactions of our AEBEMNZESHEREISHFBHINWOT
Group are set out below:
Maximum
Area of annual rent
Date of lease agreement Landlord Tenant Connected relationship Location of property property Term payable  Use of property
HEGHRH E£3 #F BEBK NELY NEER ik ERERER  NERE
18 December 2018 Peiport Scientific Peiport Aero Peiport Scientific is owned as Room 1301, 156.1250. m Period commencing HK$600,000  Warehouse, system
5\ fRNE fRR 10 70% and 30% by Westlands Centre, 166.12F 755k from the Listing Date 600,000 integration and
TZAT/\B Mr. YEUNG and Ms. WONG, 20 Westlands Road, and up to 31 December service cemre
respectively. Mr. YEUNG Taikoo Piace, 2020 BE - ZHEA
and Ms. WONG are our Hong Kong HEImASEE RGBS
Controling Sharefolders EEAEN “5C%F
and executive Directors EFE0E TZA=t-AL
RENEARIBRTERT AL ERRL kil
HAT0%R30% - BAER 13012
InrAEREERNTES
18 December 2018 Peiport Scientific Peiport Aero Peiport Scientific is owned as to Room 1302, 15923 sq.m Period commencing HK$600,000  Warehouse, system
ZT-N\E FENE R 70% and 30% by Mr. YEUNG Westiands Centre, 16923/ from the Listing Date 600000 integration and
TZAtNR and Ms. WONG, respectively. 20 Westlands Road, and up to 31 December senvice centre
Mr. YEUNG and Ms. WONG are  Taikoo Place, 2020 BE  ZhEs
our Controling Shareholdersand ~ Hong Kong Et m RYEZ REHAL
executive Directors EERES ZF
FENEANIBRTERT AL EWBNT + A=t+-8It
EET0%R30% - BRER b i
InrAEREERITES 1302%
18 December 2018 Peiport Scientific Peiport Aero Peiport Scientific is owned as to Room 1307, 158.29sq.m Period commencing HK$600,000  Warehouse, system
E)E FENE iR 70% and 30% by Mr. YEUNG Westlands Centre, 168.29F 7k from the Listing Date 60000087 integration and
TZAtNA and Ms. WONG, respectively. 20 Westlands Road, and up to 31 December senvice centre
Mr. YEUNG and Ms. WONG are  Taikoo Place, 200 H RS
our Controling Shareholdersand ~ Hong Kong REHAL
executive Directors EEAES
FENEARIBRTERT AL ERRNE
EBT0%R30% * BEER it
IntAERRRRATES 13072
9 January 2018 Mr. YEUNG Peiport Guangzhou Mr. YEUNG is our Controlling Unit 2623, 13955 sq.m Period of three years Renminbi ~ Office
“I-\E-ARR BRE Siiing Opto-electronics Shareholder and executive Wuyang Xincheng Plaza, 1395575k commencing from ["RMB")  #iZR
System Limited Director No. 111 Siyou New Road, 1 January 2018 159,600
(*Peiport Guangzhou) BREBERRRRNES Yuexiu District, Guangzhou, “E2-\§-A-RE ARE
BMGRERARRS Guangdong Province, BH=F (TARE])
ERAT the PRC 159,60070
([=EM]) PEEREENTHARS
RESRME
REMH62E
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CONNECTED TRANSACTIONS (Continued)

Non-Exempt Continuing Connected Transactions

BHEXS (&)
FRRSHEBERZ (H)

(Continued)
Maximum
Area of annual rent
Date of lease agreement Landlord Tenant Connected relationship Location of property property Term payable  Use of property
BEGERE E£3 #F BERA NERS VE ikl EHBREE NERE
9 March 2017 Ms. WONG Beijing Peiport Jingdu Ms. WONG is our Controlling Flat 2-7 on level 121 2354550.m Period of five years RMB360,000  Office
3 Tat Technology Limited Shareholder and executive Block 1, Yuetan Mansion, W5 45F K commencing from ARE  HER
=FhA "Peiport Beiing”) Director No. 2 Yustan North Street, 12 March 2017 360,0007C
IRERRBRE TatarhREREIE Xicheng District, Bejing, “T-HEZATCAR
BRAA the PRC BHLE
(=R HERTEYR
RELEIRREAE-H
1218271
9 March 2017 Ms. WONG Peiport Beiiing Ms. WONG is our Controlling Flat 2-8 on level 121 12356 sq.m Period of five years RMB357,600  Office
TRt Int fELR Shareholder and executive Block 1, Yuetan Mansion, 12356 F 7% commencing from ARE #ER
=AnA Director No. 2 Yustan North Street, 12 March 2017 357,607
TatarkERRNIES Xicheng District, Beijing, “E-{EZATCRE
the PRC RHRE
PR RTER
RELEIRRERE-1
121128%
1 November 2017 Ms. WONG Peiport Guangzhou Ms. WONG s our Controlling Unit 1102, Block C, 1925qm Period of two years RMB172,800  Office
“I-tf Irt HEEM Shareholder and executive Hesheng Jingguang Centre, 1927k commencing from ARE  HER
+-A-B Director No. 11 Tangyan Road, 1 November 2017 1728007
TrthRRERaTEE Xi'an Hi-tech Industries o =)
Development Zone, BHmE
Yantat District, Xi'an,
Shaanxi Province,
the PRC
tERELAZTELE
AZRHRNEZRLE
BRER 11 ERERERL
CEN0NE
8 January 2018 Ms. WONG Peiport Guangzhou Ms. WONG is our Controlling Unit 2301, Office 276.6 sq.m Period of two years RMB215,784  Office
“2-\§-A\B Izt EEM Shareholder and executive Block 1 Jinniu Wanda Plaza, 2766 /5% commencing from ARE  HER
Director No. 118 Renmin North Road, 19 January 2018 21578470
IRtRBRRERHTES 2nd Section, Jinniu District, “E-)\-AthAR
Chengdu, Sichuan Province, BHRE

During the year ended 31 December 2018, there was no
material change in the Lease Agreements. There was also
no termination of the Lease Agreements, nor was there any
failure to terminate when the restrictions that led to the
adoption of the Lease Agreements are removed.
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Report of the Directors (Continued)

ESTHE (E)

CONNECTED TRANSACTIONS (Continued)

Non-Exempt Continuing Connected Transactions
(Continued)

The aggregate of the maximum annual rent payable by the
Group under all of the Lease Agreements described above is
approximately HK$1.8 million, HK$3.8 million and HK$3.8
million which shall constitute the maximum amount of rent
payable by us to Peiport Scientific, Mr. YEUNG and Ms.
WONG for the year ended 31 December 2018 and each of
the years ending 31 December 2019 and 2020, respectively.
The aggregate of the maximum annual rent payable by the
Group under all of the Lease Agreements for the year ended
31 December 2018 is less than those for each of the two
years ending 31 December 2020 because some of the
Lease Agreements for the properties in Hong Kong only
commenced in December 2018 which are not full year
rentals. In relation to the Lease Agreements for the
properties in Hong Kong, our Group was not charged any
rentals in respect of our usage thereof before the entering
into of the Lease Agreements for the properties in Hong
Kong.

Mr. YEUNG and Ms. WONG are our Controlling
Shareholders and executive Directors, while Peiport
Scientific is an associate of our Controlling Shareholders.
Accordingly, the transactions contemplated under the Lease
Agreements will constitute continuing connected
transactions for our Company under Chapter 14A of the
Listing Rules.

Since each of applicable percentage ratios (other than the
profits ratio) as defined under Rule 14.07 of the Listing Rules
for the Lease Agreements is expected to be more than 0.1%
but less than 5% on an annual basis, the transactions
contemplated under the Lease Agreements are subject to
the reporting, annual review and announcement but will be
exempted from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

BEEXZ (&)
FRRSHEBERZ (H)

NEERE XA EREsENNRS
FHAESFNAB18EESITL - 38EHEET
M38EHEBT  EERMNEBE-_Z—N\F
T A=FT—RIEEURBE_Z—NEE
—E-EF+ A=+ —HILFEISFAERAME
ERHE  BRERTLZLEIANSESHE - K
EEREBE_ZT—)\F+-_A=+—BLFE
REMBEHEBZEENEaTHAEIRESE
T -EF+ A=+ —HIMEFESE
YRR EEMENTHEGBEN _T—N\F
+= AR WIkEFHEE - RESWENE
EWEins R UBEVENHSHEN
AN B 4 A {E A A B U B A A
é__>; o

BREERERETR/BEMNERBRRLRNITE
T MEFHESERRRMEE QT -
It BHEBSFRETHORZEERARER
ETRREVVAETHRERERS -

HARRIE EMARRIE14.07 KT AEEHEE
HHENZERBO LR (TRENBER) B
THBEF01%EDNE%  BEHEERZE
RETHRZAETRE  FEEARAER
T EERRET EMARRE 14AT TREL
BRBLAERTE °
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Report of the Directors (Continued)

ESTHE (F)

68

CONNECTED TRANSACTIONS (Continued)

Non-Exempt Continuing Connected Transactions
(Continued)

In accordance with Rule 14A.55 of the Listing Rules, the
independent non-executive Directors have reviewed the
continuing connected transactions and confirmed that these
continuing connected transactions were entered into:

(1) in the ordinary and usual course of business of the
Group;

(2) on normal commercial terms or better; and

(3) according to the agreement governing them on terms
that are fair and reasonable and in the interests of the
Company's shareholders as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, Ernst & Young,
the Company’s external auditors, were engaged to report on
the Group’s continuing connected transactions in accordance
with Hong Kong Standard on Assurance Engagements 3000
(Revised) Assurance Engagements Other Than Audits or
Reviews of Financial statements and with reference to
Practice Note 740 Auditors’ Letter on Continuing Connected
Transactions under Hong Kong Listing Rules issued by the
HKICPA.

Ernst & Young issued an unqualified letter containing their
findings and conclusions in respect of the continuing
connected transactions disclosed by the Group in
accordance with Rule 14A.56 of the Listing Rules. A copy of
the auditor’s letter has been provided by the Company to
the Stock Exchange.

Save as disclosed above, the Company had no connected
transactions or continuing connected tractions which fell to
be disclosed in accordance with the provisions under
Chapter 14A of the Listing Rules in relation to the disclosure
of connected transactions and continuing connected
transactions.
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Report of the Directors (Continued)

ESEHRE (E)

REMUNERATION POLICIES

As at 31 December 2018, the remuneration policy for
employees of the Group is determined based on their
responsibilities, qualifications, performance, experience and
seniority which are reviewed periodically.

Compensation of Directors of the Group is reviewed by the
Remuneration Committee, approved by the Board and
authorised by the shareholders at the AGM of the Company,
which is based on the Group’'s performance and the
executives' respective contributions to the Group.

The Company has adopted the Share Option Scheme as
incentive to Directors and eligible employees, details of the
scheme are set out in the section headed “Share Option
Scheme” on pages 60 to 62 of this Annual Report.

CORPORATE GOVERNANCE

Principal corporate governance practices adopted by our
Company are set out in the “Corporate Governance Report”
section on pages 34 to 50 of this Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at
the date of this Annual Report, the Company has maintained
the prescribed percentage of public float under the Listing
Rules.

EVENT AFTER THE REPORTING PERIOD

Details of the significant event after the reporting period are
set out in note 32 to the financial statements.

F R
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Report of the Directors (Continued)
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70

AUDITOR
A resolution will be proposed at the forthcoming AGM for
the re-appointment of Ernst & Young as the independent

auditor of the Company.

By order of the Board of Directors

Mr. YEUNG Lun Ching
Chairman and Executive Director

Hong Kong
26 March 2019
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Independent Auditor’s Report

B R RENRE

Ernst & Young K& 5T A S 5 Fr Tel E5E: +852 2846 9888
22/F, CITIC Tower EBHIBREEE Fax {#E:+852 2868 4432
1 Tim Mei Avenue s A E224E www.ey.com
i,i Central, Hong Kong
To the shareholders of Peiport Holdings Ltd. B FERERA T RRER

(Incorporated in the Cayman Islands with limited liability)
OPINION

We have audited the consolidated financial statements of
Peiport Holdings Ltd. (the “Company”) and its subsidiaries
(the “Group”) set out on pages 79 to 176, which comprise
the consolidated statement of financial position as at 31
December 2018, and the consolidated statement of profit or
loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes
to the financial statements, including a summary of
significant accounting policies.

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

(REESHEZMA L HRAA])
=R

EECDEXHNEIOE 176 BN K EIERA
RAR([E2R]) REMHBAR([EER])
MEAMERE B —\F+=A8
=+—BNEGRETBRRE BEZAHILEF
EGE B EME2EKRER  RAERE
BRRGEARETRERAROFETIESHEE
MEEANR T ERRHIE ©

EERRGEMBHRRERETESHOAE
([BFEEEAE]) RN EBMBRE LR
TEAMBHREEN]) EEMAF i RBR
T BEEER-_ZE-\Ft+-_A=1+—H1K
BUBRAREBREZA L FENGEEMBER
ANGEAERE  YEEREB QARG
BREERMZZRA
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Independent Auditor’s Report (Continued)
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BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period.
These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the
Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in
relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our
assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit
procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on
the accompanying consolidated financial statements.
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KEY AUDIT MATTERS (Continued)

Key audit matters

REEXER

HREZSE (&)

How our audit addressed the key audit
matters

EENERNMEEEAREZSEIR

Impairment assessment of trade and bills receivables

B 5 WA R e R 15 19 6 18 5 1

As at 31 December 2018, the Group had trade and bills
receivables of HK$111,725,000, after making a provision of
HK$1,216,000. The Group applies the simplified approach to
provide impairment for expected credit losses (“ECLs")
under HKFRS 9, which permits the use of the lifetime ECLs
for all trade and bills receivables. To measure the ECLs,
trade and bills receivables are grouped based on shared
credit risk characteristics and the days past due and the
calculation of ECLs are based on the historical observable
default rates and forward-looking information. The ECLs of
trade and bills receivables were HK$1,216,000 as at 31
December 2018.

RZZE-—NF+ZA=+—H  ESE{ELH#E#E1,216,000# T
BESREWBREREWER111,725000%77T - HEEERAGIL
% MAAMBmELERFESR THEHEEEE(FEREEEE])
SRR ERME - ZIERAFTHIE B S EWIE R EREREAE 8
TEEEIERE - B ERHEEEE BZRKFERERERE
BELXREERRSHARGHARHESHE  MEHLEESEDERA
FRAIBEMNERERAIEEERFTE RZE-—N\FTA=1+—
A E 5 NG IE R EREBTEAEEEE 1,216,000 7T

We focused on this area because it required a high level of
management judgement and estimation and the amounts
involved were material.
EEMEIRAEB AR EZTESKTENERREHE KGR Mk
SFEERX o

The Group’s disclosures of the trade and bills receivables
are included in notes 3 and 14 to the financial statements.
EEBYUHESRRFBEREREENFEHRPIERENEIR
14 »

We assessed the Group's internal
controls over the credit control of trade
and bills receivables. We also reviewed
management’'s assessment regarding
the recoverability of the Group's trade
and bills receivables by evaluating the
assumptions and methodologies of the
ECLs model, obtaining evidence which
included background search and review
of repayment history, checking the
accuracy of ageing of trade and bills
receivables and forward-looking
information and recalculating ECLs. We
also assessed the disclosures related to
trade and bills receivables in the
consolidated financial statements.
E5RE ESEYHE S RKIERERZE
EEZEHNABES - EENEEREEE
BEANRERAZE  ERER(BEESRH
EREHERGS)  REE FHEWIEKE
WEIRIRE AT E R ERIE RETE
TEHEEEE  EUEKHEEEY E5EE
5 P& YR TE J FE W R 4% B B] Wy [B] 14 1T A AT
o EENMHEGE VM BBRER I RE HEW
HIBREREERRHE
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KEY AUDIT MATTERS (Continued)

Key audit matters

RAREZEE

HREZSE (&)

How our audit addressed the key audit
matters

EENBERNNEERARERSE

Allowance for inventory obsolescence

REFARE

As at 31 December 2018, the Group had inventories of
HK$43,270,000, after making allowance for inventory
obsolescence of HK$404,000. Allowance for inventory
obsolescence is based on management's judgement using
the available facts and circumstances, including but not
limited to, the inventories’ own physical conditions, their
market selling prices and estimated selling costs of the
inventories.

RZZE-N\FT+ZA=+—H  BSEELRERFERERE 404,000
BT BFE43,270,00087T - REFEREEHENEEEEAA
SEERBERA(BRBRETRAEFERNSFHMEMRLR HTHHEER
FERMGETHEKA) mIEL & B -

We focused on this area as the inventories were material to
the consolidated financial statements and the determination
of allowance for inventory obsolescence involved significant
management’s judgement and estimation.
EERIZAB AR GEHGRAVBHRRBEN BEERET
ERET N ERENE XA R IEE o

The Group’s disclosures of the inventories are included in

notes 3 and 13 to the financial statements.
EEBEHTENEEHRY BHREMEIRI13 -

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

We attended management’s inventory
counts and observed the processes at
material inventory locations, including
observing the processes implemented by
management to identify and monitor
obsolete inventories. We evaluated the
assessments made by management with
respect of identification of inventory
obsolescence by assessing inventory
costing, ageing reports, and obsolete
inventories on a sampling basis. We re-
calculated the allowance for inventory
obsolescence in accordance with the
Group's policy.
EEHEBEREENTFERY TN EEFEME
BRBEERET  BESRETEERAHEMNRER
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the
information included in the Annual Report, other than the
consolidated financial statements and our auditor’s report
thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

In preparing the consolidated financial statements, the
directors of the Company are responsible for assessing the
Group's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the
going concern basis of accounting unless the directors of
the Company either intend to liquidate the Group or to cease
operations or have no realistic alternative but to do so.
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RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for
overseeing the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion. Our report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of the consolidated
financial statements.

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

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or
the override of internal control.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

BRBAMRERGS M B RRAEREN

B1E (&)

Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the Group's internal control.

Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the directors.

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

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

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

B 2 RET RS ()

/8

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

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

The engagement partner on the audit resulting in this
independent auditor’s report is Hui Kin Fai, Stephen.

Ernst & Young

Certified Public Accountants
Hong Kong

26 March 2019
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meEakHEMEERER

Year ended 31 December 2018 #Z —ZF— \F+_A=+—HIFFZ

2018 2017
—E-N\Ff ZT—tF
Notes HK$'000 HK$'000
Fiisk TET TAET
REVENUE g 5 262,080 238,406
Cost of sales HERA (168,025) (155,408)
Gross profit EF 94,055 82,998
Other income and gains, net H U A R WS35 5 1,827 5,728
Selling and distribution expenses HERDHERY (24,308) (21,977)
Administrative expenses THRX (44,127) (21,586)
Other expenses HipS (7,641) (948)
PROFIT BEFORE TAX BREBE AR R 6 19,806 44,215
Income tax expense FrERR X 9 (8,299) (9,290)
PROFIT FOR THE YEAR FEEEA 11,507 34,925
OTHER COMPREHENSIVE (LOSS)/ b2 E (B8) i
INCOME
Other comprehensive (loss)/income tobe R EZHREEHF D EEBEN
reclassified to profit or loss in Hiam (BE) s
subsequent periods:
Available-for-sale investments: AHHERE
Changes in fair value NHEZE - 128
Reclassification adjustments for HHEWE 2 BF D EFHE
gain on disposal 5 - (128)
Exchange differences on translation of MEINEEKER =5
foreign operations (3,061) 2,271
OTHER COMPREHENSIVE (LOSS)/ EREMLRE (FE), W
INCOME FOR THE YEAR, NET OF TAX  HIBR#i1E (3,061) 2,271
TOTAL COMPREHENSIVE INCOME FOR FR2HEW=HE%E
THE YEAR 8,446 37,196

HEERERAD R / 201845, 79



Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)
meEBEmRHMEEK SR (E)

Year ended 31 December 2018 #Z —ZE— \F+_HA=+—HIFFZ

2018 2017
—E-N\E&E —E—+fF
Note HK$'000 HK$'000
Fid ek TER FET
Profit attributable to: AT &7 e &R
Owners of the parent [SYNCIET PN 11,507 34,469
Non-controlling interests JEEpR R - 456
11,507 34,925
Total comprehensive income attributable to: LA N8 7 E(5 2 E U 45 -
Owners of the parent ISYNSIEZ PPN 8,446 36,617
Non-controlling interests JEIE AR RE - 579
8,446 37,196
EARNINGS PER SHARE ATTRIBUTABLE ®AREZEEZIEEA
TO ORDINARY EQUITY HOLDERS OF EitERER
THE PARENT
Basic and diluted ERR#EE 11 HK384centsll HK1150 cents &l
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Consolidated Statement of Financial Position

e ISR R

31 December 2018 —FE—\F+-A=4+—H

2018 2017
—B-N\F ZT—4F
Notes HK$’000 HK$'000
B 5 FET FAT
NON-CURRENT ASSETS IRBEE
Property, plant and equipment Y% - BEMEE 12 10,483 12,907
Deferred tax assets RIEHIBEEE 21 2,240 2,007
Total non-current assets ERBEERE 12,723 14,914
CURRENT ASSETS RBEE
Inventories FE 13 43,270 30,130
Trade and bills receivables B S EWGIE K EWERE 14 111,725 88,031
Prepayments, deposits and other TERRUAE ~ e RHM
receivables FE U I8 15 35,812 12,003
Amount due from the ultimate JE UK B 4R 2R % A B FNIE
holding company 28(d) - 4
Amounts due from directors FENE FE I8 28(d) - 102,306
Amount due from a related company & Yt — REI 5 A 7 5018 28(d) - 1,404
Available-for-sale investments A ERE 16 - 14,806
Pledged deposits BEEBER 17 - 480
Cash and bank balances & MERITHERR 17 52,916 40,621
Total current assets RBEERE 243,723 289,785
CURRENT LIABILITIES RBERE
Trade payables =) ANE 18 13,886 14,935
Other payables and accruals HEihEMRIB N ESTE R 19 38,828 12,712
Contract liabilities B48E 20 13,497 5,531
Tax payable FESFHIR 4,921 5,553
Total current liabilities mEIAEAE 71,132 38,731
NET CURRENT ASSETS MBEERE 172,591 251,054
TOTAL ASSETS LESS CURRENT #AEERADHAR
LIABILITIES 185,314 265,968
Net assets BEFE 185,314 265,968
HEERERAT / 2018F 3k
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Consolidated Statement of Financial Position (Continued)
e AR IR ()

31 December 2018 —ZFE—\F+-A=+—H

2018 2017
—E-NEFE —ZT—+F
Notes HK$’000 HK$'000
BEE FHET FHET
EQUITY =
Equity attributable to owners of &A TG AEGREZ
the parent

Share capital R AN 22 4 4
Reserves & 23 185,310 265,964
Total equity s 185,314 265,968

YEUNG Lun Ching
B
Director

EE
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Director
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Consolidated Statement of Changes in Equity

SEEREER

Year ended 31 December 2017 E & —FE—+F+_HA=+—HIFFZ

Attributable to owners of the parent

NGNS
Available-
for-sale
Statutory  investments  Exchange Non-
Share Other suplus  revaluation  fluctuation Retained controlling Total
capital reserve* reserve® reserve® reserve* profits* Total interests equity
ARLE
EERR  REER  EXEY
A EMEE: Fie? - WA REEN At FERER s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL ThTL ThT Thr ThL ThT ThIL Thr ThL
(note22)  (ote23) (note 23)
(ko) (W3E3)  (WE23)
At 1 January 2017 RZE-tE-A-A - 19415 2510 - (102) 205,99 226,891 1877 228,768
Profit for the year ERaH = = = = = 34,469 34,469 456 34,925
Other comprehensive income FREMEEME :
for the year:
Changes in fair value of avallable=for- ~ EIEHERE 7 AFEET -
sale investments, net of tax: MRHR: - - - 128 - - 128 = 128
Reclassification adjustments for gain ~ BLHEREHERE
on disposal of available-for-sale Yz ENHRAR
investments - - - (128) - - (128) - (128)
Exchange differences on translation ~ AESNEIEFRRIEL 2B
of foreign operations - - - - 2148 - 2148 123 221
Total comprehensive income for the year E N2 MR EE = = = = 2148 34,469 36,617 579 37,19
Acquisition of non-controlling interests  WEEIEEIRER - 2,456 - - - - 2,456 (2,456) -
Issue of shares Bk 4 - - - - - 4 = 4
Transfer from retained profits ERaREAT - - 213 - - (213) - - -
At 31 December 2017 RZE-t#+-A=1-A 4 2187 2,723 - 1,120 240,250 265,968 - 265,968

REZERERAE /2018 F R
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Consolidated Statement of Changes in Equity (Continued)
REERBEXR(E)

84

Year ended 31 December 2018 #Z - — \F+_HA=+—HIFFZ

Attributable to owners of the parent

SRR AR
Statutory Exchange
Share Other surplus  fluctuation Retained Total
capital reserve* reserve* reserve* profits* equity

LR EX{E
R& EfbfeE* ffE* B RERN: s
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HKS$' 000 HKS'000
Tin FiEn FiEn TiEn TiEn Thn
Note (note 22) (note 23) (note 23)
fisk (W22) (H23) (& 23)

At 31 December 2017 REE—+EF+-A=1-H 4 21,81 2723 1,120 240,250 265,968
Effect of adoption of HKFRS 9 RvE BB Rs

ELYa 7 22 - - - - (386) (386)
At 1 January 2018 (restated) RZ5-\F-F—H (L) 4 2181 2123 1120 239,864 265,582
Profit for the year EERT - - - - 11,507 11,507

Other comprehensive loss for the year: FREMZEES :
Exchange differences on translation ~ AENEIZHKHE 25
of foreign operations - - - (3,061) - (3,061)

Total comprehensive (loss)income ~ EAZE (5i8) /W

for the year - - - (3,061) 11,507 8,446
Transfer from retained profits EREREET - - 957 - (957) -
Deemed distribution to the shareholders B{EA R IR - (88,714) - - - (88,714)
At 31 December 2018 RZE-N\E+ZA=+-A 4 (66,843) 3,680 (1,941) 250,414 185,314

*

These reserve accounts comprise the consolidated reserves of  * ZEREBEROREGEAUBRARANGE HEE
HK$185,310,000 (2017: HK$265,964,000) in the consolidated statement of 185,310,000/ 7T (= F—+4F : 265,964,000/87T) °
financial position.
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Consolidated Statement of Cash Flows

GERERER

Year ended 31 December 2018 #Z —ZF— \F+_A=+—HIFFZ

2018 2017
—E-N\F ZZT—+F
Notes HK$'000 HK$'000
B FHBT FET
CASH FLOWS FROM OPERATING R& ZEHFBRERE
ACTIVITIES
Profit before tax: BREZ AR 19,806 44,215
Adjustments for: AT FBEELFE :
Bank interest income HRITHEHA 5 (87) (50)
Loss on disposal of items of HEME - BEK
property, plant and equipment HETEE EiE 6 468 -
Gain on disposal of available-for-sale HER{HHERE 7
investments (transfer from equity e (EBREELEER)
on disposal) 5 - (128)
Gain on disposal of financial assets  H&EIR AT EET AEZ
at fair value through profit or loss e mEE 2 W= 5 (79) -
Depreciation e 6 2,602 1,992
Provision for/(reversal of) inventory  PREFEEWE /(#[E)
obsolescence 6 (254) 411
Provision for/(reversal of) doubtful JE W ZRIE R BR
receivables, net B, (FE) F5E 6 (1,552) 695
20,904 47,135
(Increase)/decrease in inventories FE@gm, md (15,306) 5,064
Increase in trade and bills B S EBFIAE K
receivables JE W E 4R N (27,034) (27,125)
(Increase)/decrease in prepayments, TEfTZIB - &S R EHAM
deposits and other receivables M SR IE (380), 8k > (6,609) 7,825
Decrease in amount due from a e U — Rl A B 2 7
related company SRR 1,404 =
Decrease in amount due from the 63 S 2 /NG
ultimate holding company FIER 4 -
Decrease/(increase) in pledged BB FEZORL, (1 h0)
deposits 480 (480)
Increase/(decrease) in trade payables 2 5 FEftZ BN R L) 5,160 (18,039)
Increase in other payables and E i eI 5B K
accruals JEETE RN 26,707 4,969
Increase/(decrease) in contract BHEBEEMN Crd)
liabilities 7,987 (2,701)
Decrease in amounts due to FET B ES A A 5K IBR >
related companies - (156)
Cash generated from operations SUBERTEAIR G 13,697 16,492
Interest received 2 UFHLE 87 50
Income taxes paid BERAEH (9,318) (7,382)
Net cash flows from operating RSB EIRN S REREE
activities 4,466 9,160
HEERERAT / 2018F 3k

85



Consolidated Statement of Cash Flows (Continued)

SERTRER(E)

86

Year ended 31 December 2018 #Z —ZE— \F+_HA=+—HIFFZ

2018 2017
—E-NF ZT—+F
HK$'000 HK$'000
FET FET

CASH FLOWS FROM INVESTING ®REZHFEBRERE

ACTIVITIES
Purchases of items of property, WHEE S « B M Eki#ETE B

plant and equipment (226) (1,656)
Purchases of available-for-sale WEERT (B EIRE

investments - (67,147)
Purchases of financial assets at fair ~ UgiE1Z A F(EZT ABZEH

value through profit or loss (11,810) -
Proceeds from disposal of available- H&r/] #tHE&E AT

for-sale investments - 65,357
Proceeds from disposal of HERAFEAEBED

financial assets at fair value TRE EMSHKIE

through profit or loss 27,003 -
Receipt of returns on available-for- B U A] {ft H &% & B3

sale investments - 128
Receipt of returns on financial assets B2 iR AF(EE ABZEH

at fair value through profit or loss SREEDR 79 -
Settlement of directors’ balances 36,786 -
Advances to directors BRTFESR (4,966) (36,280)
Net cash flows from/(used in) KREEZEME/(FFA)

investing activities WEMEFHE 46,866 (39,598)
CASH FLOWS FROM FINANCING ®EZEHFBRERE

ACTIVITIES
Listing expenses paid — B AT —#=HS

equity portion (17,905) (844)
Cash paid arising from Reorganisation 48 (FF & R M35 1)

(as defined in note 1) EXMENIEREE (19,371) =
Net cash flows used in financing BEEBMAAESME TR

activities (37,276) (844)
NET INCREASE/(DECREASE) IN HERREZEY

CASH AND CASH EQUIVALENTS #1in (fi4) =58 14,056 (31,282)
Cash and cash equivalents at FURSRREEEY

beginning of year 40,621 69,924
Effect of foreign exchange rate AINEE [EE R B E 5

changes, net (1,761) 1,979
CASH AND CASH EQUIVALENTS S XBEERREZEY

AT END OF YEAR 52,916 40,621
ANALYSIS OF BALANCES OF BHERBESEBYERIW

CASH AND CASH EQUIVALENTS
Cash and bank balances IRe MIRTTEES 52,916 40,621
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Notes to Financial Statements
B 7% 3 3R B &

31 December 2018 —FE—\F+-A=4+—H

CORPORATE AND GROUP INFORMATION

Peiport Holdings Ltd. (the “"Company”) was
incorporated as an exempted company with limited
liability in the Cayman Islands under the Companies
Law (as revised) of the Cayman Islands on 19
December 2017. The registered office address of the
Company is Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands.

The shares of the Company were listed on the Main
Board of The Stock Exchange of Hong Kong Limited
(the "Stock Exchange”) on 11 January 2019 (the
“Listing Date").

The Company is an investment holding company.
During the year, the Company and its subsidiaries
(collectively the “Group”) were principally engaged in
the provision of (i) thermal imaging products and
services; (ii) self-stabilised imaging products and
services; and (iii) general aviation products and
services.

In the opinion of the directors, the ultimate holding
company of the Group is Peiport Alpha Ltd. (the
“Ultimate Holding Company”), which was incorporated
in the British Virgin Islands (“BVI") with limited liability
and is controlled by Mr. YEUNG Lun Ching (“Mr.
YEUNG") and Ms. WONG Kwan Lik (“Ms. WONG").

Pursuant to the reorganisation of the Company in
connection with the listing of the shares of the Company
on the Stock Exchange (the “Reorganisation”), the
Company became the holding company of the
companies now comprising the Group. Details of the
Reorganisation are set out in the section headed
“History, Reorganisation and Corporate Structure” in the
prospectus of the Company dated 31 December 2018
(the “Prospectus”).

1.

ARREEER

REERERARTARADRZE
—tF T+ AT NBREREHS AT
E(BER]) ER = BB M AR
RARRDA] o AR AEY M E BE bk
7/ Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111,
Cayman Islands °

ARBROR_-_ZE—-NF—A+—H
TEmBESDEEBBHARSMERD
B ([B32FT]) EARET ©

RRRAR—HREZERRE - FAXRR
AIREMBAR (FHE [ AEE]) T2
EREOARERER KRS : () BRE
PR EE mm S AR TS ¢ R (iii) 5B M ZE 2 m %
AR

EERA ARENRRKRERRAR /K
FREZARAR ([ &EERAR])
ER—HRRBERARES((REHER
REEDEMKRINBRAR - XZ5
mEAEE(BEED) REBFOALLETE
)4 -

RIBARBBA R B RBAD R FT £
METNEHR(EHR]) » RRBKAR
SEREETNARNERAR - BEEK
HBERNARRARAR T -—NF+=
A=t+—BoAkEiR(HARER]D®
[EsL - BEROERE] —F-
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Notes to Financial Statements (Continued)
SRR EE ()

31 December 2018 —ZFE—\F+-A=+—H

1. CORPORATE AND GROUP INFORMATION 1. 2QRKEBEH (&)

(Continued)
MEATER

Information about subsidiaries

ARAHBRRONFBAT

88

Particulars of the Company's subsidiaries are as

follows:
Nominal value
Place and date of of issued Percentage
incorporation/ ordinary/ of equity
registration and registered attributable
Name place of operations share capital to the Company Principal activities
R/ ERBER ERTEER/ ARFELE
8 AHAREEHE ARBEAEE REASK IEEH
Direct Indirect
ER A%
% %
. ______________________________________________________________________________________________________________|
Peiport Bravo Ltd. BVI HKS1 100 - Investment holding
20 December 2017
REERERAT ZBARRESR 187 &R
B S e
Peiport Creative Ltd. BVI HKS1 100 - Investment holding
20 December 2017
KrEFARRT ZBURARES 18T RERRK
B St 2 o
Peiport Scientific Aero Limited Hong Kong HKS1 - 100 Provision of (i) thermal imaging
18 December 2017 products and services and
(i) self-stabilised imaging
products and services
KERARRT BB 187 At () 2Nk G o R MR I
“EtETZATN\A (i) 8 e A 2 m BT
Peiport Industries Limited Hong Kong HK$2,000,000 - 100 Provision of (i thermal imaging
1 March 2006 products and services;
(i) self-stabilised imaging
products and services; and
(il general aviation products
REEFARLT Bt 2,000,000 7T FRAE ) ARk G o S TR

“BTF=A-H

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018
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Notes to Financial Statements (Continued)
R M T (F8)

31 December 2018 —FE—\F+-A=4+—H

1. CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries (Continued)

Name

£R

DNL Optoelec Systems Limited

ASRBRNARAT

Peiport (Shanghai) Optoelectronics
Technology Limited"

55 L) KEHRARAT

Guangzhou Peiport Sijing
Optoelectronics System Limited

Nominal value
Place and date of of issued
incorporation/ ordinary/
registration and registered
place of operations share capital
R/ ERBER BRTEER/
RENREE S EfBAEE

Hong Kong HK$1,000,000

11 August 2000

Ak 1000000787

=

People’s Republic of Renminbi
China (the "PRC")/ (“RMB")
Mainland China 10,180,000

9 November 2011

PEARKAA (8] ARE(TARE)

IR, 10,180,0007T
“E——F+-AAA
PRC/Mainland China RMB20,000,000
19 November 2003
BE/HERH, ARE
“EE=F+-ATNA 20,000,0007T

1. RAREEEH (&)

M AR ER ()
Percentage
of equity
attributable
to the Company Principal activities
NG 3
BB TEEK
Direct Indirect
ER A%
% %
- 100 Provision of thermal imaging
products and services
PR BB o R R
- 100 Provision of (i) thermal imaging
products and services;
(i) self-stabilised imaging
products and services; and
(iil) general aviation products
RE () AR EEMRRE :
(i) B IR e X 2 R RS
Ri) BAMZEER
- 100 Provision of (i) thermal imaging

products and services;

(i) self-stabilised imaging

products and services; and

(iii) general aviation products
R B EEmRRE :

(i) B R E PG E m RIRHS

Riii) BRHZEmR
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Notes to Financial Statements (Continued)
SRR EE ()
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31 December 2018 —ZFE—\F+-A=+—H

CORPORATE AND GROUP INFORMATION 1. REAREBER (&)
(Continued)

Information about subsidiaries (Continued) MEARER (&)
Nominal value
Place and date of of issued Percentage
incorporation/ ordinary/ of equity
registration and registered attributable
Name place of operations share capital to the Company Principal activities
R/ ERBER BRAEER/ KA
8 AMAREE LS ERRAEE REASL IEEH
Direct Indirect
B B
% %
e
Beijing Peiport Jingdu PRC/Mainland China RMB5,100,000 - 100 Provision of (i) thermal imaging
Technology Limited 26 March 2001 products and services;

(i) self-stabilised imaging
products and services; and
(ili) general aviation products

IREERBURER AT /B M AR FRA () ARk G o TR ¢
ZET-FZACHAA 5,100,007 (i) ERE B SR
Ri) RAMZEER
Peiport (Zhuhai) Air Equipment PRC/Mainland China US dollars - 100 Provision of general aviation
Manufacturing Limited” 2 January 2004 ("US$") products and services
250,000
RE(RE)MESHRYEERAR" HE/RER 250,000%7T REBAMZERRRE
“ZTNE-AZA (%))
(i) Registered as wholly-foreign-owned enterprises under the PRC law. (i) BIEPBEEEFMAIIEBEERE -
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Notes to Financial Statements (Continued)
B IS R M (5])

31 December 2018 —FE—\F+-A=4+—H

2.1 BASIS OF PREPARATION 21 REEE

The financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”) (which include all HKFRSs,
Hong Kong Accounting Standards (“HKASs") and
Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"), accounting
principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the
historical cost convention. The financial statements are
presented in Hong Kong dollars (“HK$"”) and all values
are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

Pursuant to the Group’s reorganisation as set out in the
section headed “History, Reorganisation and Corporate
Structure” in the Prospectus, the Company became
the holding company of its subsidiaries now comprising
the Group. The consolidated financial statements of the
Group have been prepared as if the Group had always
been in existence throughout both years presented; or
since the respective dates of incorporation or
establishment of the group companies, rather than
from the date when the Company became the holding
company pursuant to the Reorganisation.

A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company.
Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the
investee and has the ability to affect those returns
through its power over the investee (i.e., existing rights
that give the Group the current ability to direct the
relevant activities of the investee).

When the Company has, directly or indirectly, less than
a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and
circumstances in assessing whether it has power over
an investee, including:

MBEBERIDREFEGSAMAS([EE
SRTEN AR |) M8 ) F B B 5 S 22 R
([BEMBHRELEN ) (BEABEEBM
BmEEL  BREGFER(EFE G
£R|]) k2E) BEAREARAEE
BARHGREINBREREMAER - i
BERRANEHRE - BRI ABT
(BT 2% BEfAEEHNEER
BOOR T - RSB HBERI -

REANRERE

REBRERRESL  SARQEIRE]
—HMENEEEHR  ARFERS/EE
BEREETHBARNERAR - A&
B EMBEHRRIIBRASER 258
MIEFE B EERRE B MEMZ
HRZBEME-—EFEMNAE - MIER
REARARBEEAKSERA RN E
HEF A AR o

MERBARARAERXIERENNE
B(ERGREEER) EAKEYH2HE
REHSEBIDLRAZERRNKE
BRENANEE B IREH RAE S (B
AEBERETHRARENNTIEREHR
RS EN) ¥ EZF O R -
BUER{S 2 I -

HARBERAEERGIRNEREYHR
REBIRZRBOENRORER - AIALE
BRAGEESEHEHREHRNES
HEZE—YHERSERER 81
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Notes to Financial Statements (Continued)
B ISR MaE (5])
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31 December 2018 —ZFE—\F+-A=+—H

2.1 BASIS OF PREPARATION (Continued)

Basis of consolidation (Continued)

(@) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements;
and

(c) the Group’s voting rights and potential voting
rights.

The financial statements of the subsidiaries are
prepared for the same reporting period as the
Company, using consistent accounting policies. The
results of subsidiaries are consolidated from the date
on which the Group obtains control, and continue to be
consolidated until the date that such control ceases.

Profit or loss and each component of other
comprehensive income are attributed to the owners of
the parent of the Group and to the non-controlling
interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets
and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group
are eliminated in full on consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there
are changes to one or more of the three elements of
control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of
any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and
recognises (i) the fair value of the consideration
received, (i) the fair value of any investment retained
and (iii) any resulting surplus or deficit in profit or loss.
The Group’'s share of components previously
recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if
the Group had directly disposed of the related assets or
liabilities.
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Notes to Financial Statements (Continued)
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31 December 2018 —FE—\F+-A=4+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND 2.2 S BERKEEZESE

DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’s financial
statements.

AEEDRANFEHIBRER B RRA
ATHET MER] BB M G 2R -

Amendments to HKFRS 2 Classification and Measurement of BAUBRELER KRG BERNFH 2K 5
Share-based Payment Transaction F2RAERTR Mo ERTE
Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments BAREREZE HE B BREES
with HKFRS 4 Insurance Contracts FARMEFTR FARB AL
EAEBH BHEER
EINHBIA
HKFRS 9 Financial Instruments BAUBRELANEIR £LHIA
Amendments to HKAS 40  Transfers of Investment Property B g ER BRRENZ
FAFMETA
HK(IFRIC)-Int 22 Foreign Currency Transactions and Bk (BRaBME INERG REMNE
Advance Consideration #EZEE)
—RBEDR
Annual Improvements Amendments to HKFRS 1 and HKAS 28 ZEMER_FENFE FARBREEER
2014-2016 Cycle BHFRYE REBG LR
F 8RBT

HKFRS 15 Revenue from Contracts with Customers
and Amendments to HKFRS 15 Clarifications to HKFRS
15 Revenue from Contracts with Customers have been
early adopted by the Group in the preparation of the
financial statements throughout the reporting period.

Other than as explained below regarding the impact of
HKFRS 9, the adoption of the above new and revised
standards has no significant financial effect on the
financial statements.

REERE A - NEE R B 75 5R
REERERME BV HREEAE L
WA EF AN M RERM B RE
ERIE N RAIER] AY BB B &
RIE 155K 8 &5 F & Aa iz i) B8 °

BRIXEFBMBEHREENFEIRNE

EREIN - B LR RGBT £
QISP BHRRE BEANBRZE -
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31 December 2018 —ZFE—\F+-A=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(a)

HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and
Measurement for annual periods beginning on or
after 1 January 2018, bringing together both two
aspects of the accounting for financial
instruments: classification and measurement and
impairment.

The Group has recognised the transition
adjustments against the applicable opening
balances in equity at 1 January 2018. Therefore,
the comparative information was not restated and
continues to be reported under HKAS 39.

Classification and measurement

The following information sets out the impacts of
adopting HKFRS 9 on the statement of financial
position, including the effect of replacing HKAS
39's incurred credit loss calculations with HKFRS
9's expected credit losses (“ECLs").
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Notes to Financial Statements (Continued)
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31 December 2018 —FE—\F+-A=4+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(a)

(Continued)

A reconciliation between the carrying amounts
under HKAS 39 and the balances reported under

22 SBRERKEESEEE (F)

(#&)

RoF—\F-A-AEEEIE
A% 399k T e R I 3R 5 75 A 7

HKFRS 9 as at 1 January 2018 is as follows: WEERF IR TATREMNEE R Z
IR BRI T -
HKAS 39 HKFRS 9
measurement measurement
Notes Category Amount  Reclassification ECLs Amount Category
EReTEN EROERE
EI9%KIE EHIF9%HE
iF3 L5 ] EfirE RAGERE k2 A
HK$'000 HK$'000 HK$'000 HK$'000
ThL T T T
. _____________________________________________________________________________________________________________________________________________|
Financial assets SREE
Trade and bills receivables BHRMAREYSE 14 L&R' 88,031 - (513) 87518 AC
Financial assets included in STARMRE  &ER
prepayments, deposits and A ENGENEBEE
other receivables 15 L&R 7,531 - - 75531 AC
Amount due from the ultimate ~ EUSEERAFFE
holding company 28(d) L&R 4 - - 4 AC
Amounts due fom directors ~ ENEE A 28(d) L&R 102,306 - - 102,306 AC
Amount due from a related N -HERATHE
company 28(d) L&R 1,404 - - 1,404 AC
Available-forsale investments ~ AEHERE 16 AFS? 14,806 (14,806) - - NATER
Financial assets at fair value BATEHABEN
through profit o loss tHEE NATER - 14,806 - 14,806 FVPLY
Pledged deposits BEAR 17 L&R 480 - - 480 AC
Cash and bank balances ReRFEH 17 L&R 40,621 - - 40,621 AC
255,183 - (513) 264,670
Other assets &R
Deferred tax assets EHEEE 2 2,007 = 127 2,134
Total assets agE 257,190 - (386) 256,804
Financial liabilities SRER
Trade payables BHRMTE 18 AC 14,935 - - 14,935 AC
Financial liabilities included in st AZMERZUER
other payables and accruals E:ERRNLRARE AC 851 - - 851 AC
Total liabilies CEL 16,766 - - 16,78

L L&R: Loans and receivables

2 AFS: Available-for-sale investments
9 AC: Financial assets or financial liabilities at amortised cost
& FVPL: Financial assets at fair value through profit or loss

L&R: B K FEURFRIA

AFS: Al H B &
ACIRBHERATIENeMEES S
=L

FVPL R A EF A B SR EE
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31 December 2018 —E—F+—-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)
(a)

(Continued) (a)

Impairment
The following table reconciles the aggregate

opening impairment allowances under HKAS 39 to
the ECL allowances under HKFRS 9.

22 S BRREESREH (&)

(#8)

TRABABGTEAEIRTH
FREREARRE BN RS
ERER TR EREHIRRE
Z Rk

Impairment ECL
allowances allowances
under under
HKAS 39 at HKFRS 9 at
31 December Re- 1 January
2017 measurement 2018
RZZTE—+F R=-ZF—N\F
+-A=+—H —B—B%#%
BEBEGTER B 7 5 2E Al
F 395k T HY F9E T HTET
NERIERE L] EHEE FEEBERE
HK$'000 HK$'000 HK$'000
FET FHET THET
Trade and bills B 5 WA
receivables KpENEE 2,247 513 2,760
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31 December 2018 —FE—\F+-A=4+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(a)

(Continued)
Impact on reserves and retained profits

The impact of the Group’s retained profits due to
the remeasurement of financial instruments as at
1 January 2018, the Group's date of initial
application of HKFRS 9, is as follows:

22 SBRERKEESEEE (F)

(a)

(#&)

HiFEERRE BT E

MRE—E—\F—A—H(+&
B R R B S S R R
WA E) WE BT ARTEN
BT AR EIRE RN 0TS
m

HKFRS 9

Amortised

cost

BERMBERE

ZRIZE 95K

1 88 R AR

HK$'000

FET

At 1 January 2018 (originally stated) RZZE—-N\F—HA—B(R%)) 240,250
Remeasurement upon initial application & X A& i B 76 #2452 B

of HKFRS 9 FIRBEHGE (386)

At 1 January 2018 (restated) RZE—N\F—HA—B(KET) 239,864
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The Group has not applied the following new and
revised HKFRSs that have been issued but are not yet

31 December 2018 —ZFE—\F+-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

effective, in these financial statements.

Amendments to HKFRS 3

Amendments to HKFRS 9

Amendments to HKFRS 10 and

HKAS 28 (2011)

HKFRS 16

HKFRS 17

Amendments to HKAS 1
and HKAS 8

Amendments to HKAS 19

Amendments to HKAS 28

HK(IFRIC)-Int 23

Annual improvements to
HKFRSs 2015-2017 Cycle

Definition of a Busingss®

Prepayment Features with
Negative Compensation'
Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture

Leases'
Insurance Contracts®
Definition of MateriaP

Plan Amendment, Curtailment
or Settlement'

Long-term Interests in Associates

and Joint Ventures'
Uncertainty over Income Tax
Treatments'
Amendments to HKFRS 3,
HKFRS 11, HKAS 12 and
HKAS 23!

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

2 Effective for annual periods beginning on or after 1 January 2020
8 Effective for annual periods beginning on or after 1 January 2021
4 No mandatory effective date yet determined but available for adoption

Further information about HKFRS 16 that is expected

to be applicable to the Group is described below.

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

g

H ==~

23 EEMEERERNERMBER

AEEY BRI EVHERREAATE
AR AE = R A BT AT AR RT BB B

B EE -

BEMBREER
ERBEICHES

BANHREER
FIREEFTA

BRMBREEA
F0RREE
S5TERIE 265
(Z2——F)METK

BANHRELAE 165
FANHRELUE1TH

FAGHENR 1 RR

BR g £
F8HMEFA
BEGHERF 19580
EEES
FAGERF 285
EHES

B (BBH s RERE

Z82)-REE2LH
“E-HEE"E+F
HEE S e

RBHER

ARBENEIEN
Hit

REZERBZ1AZ
RELEZANEE
HEHTE

HE'
RBEEA
EANER

AT - AT

REERATRA LD
HRBER

FIERERNTREE
AE

BB BHEER
E3F BRAYEHE
ERE1 5 BE
B EAIZ 125 R
BBEIERIE 3%
HEET

! REZB-hF—RA—BRZEFIRNFER

A
2 AR _TF A HRZRAROFES
A

2 RZB-_—F— A BRZERFIENFER

AR

‘ 58 1) A4 2 B el R 786 7E 1B R (R BR A

FREH/ERANATEENE BB R
SEAF16FNEZER AT ©



Notes to Financial Statements (Continued)
B IS R M (5])

31 December 2018 —FE—\F+-A=4+—H

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs 2.3 EEMERARERNE R MK IR

(Continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a
Lease, HK(SIC)-Int 15 Operating Leases — Incentives
and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases
and requires lessees to recognise assets and liabilities
for most leases. The standard includes two elective
recognition exemptions for lessees — leases of low-
value assets and short-term leases. At the
commencement date of a lease, a lessee will recognise
a liability to make lease payments (i.e., the lease
liability) and an asset representing the right to use the
underlying asset during the lease term (i.e., the right-of-
use asset). The right-of-use asset is subsequently
measured at cost less accumulated depreciation and
any impairment losses unless the right-of-use asset
meets the definition of investment property in HKAS
40, or relates to a class of property, plant and
equipment to which the revaluation model is applied.
The lease liability is subsequently increased to reflect
the interest on the lease liability and reduced for the
lease payments. Lessees will be required to separately
recognise the interest expense on the lease liability and
the depreciation expense on the right-of-use asset.
Lessees will also be required to remeasure the lease
liability upon the occurrence of certain events, such as
change in the lease term and change in future lease
payments resulting from a change in an index or rate
used to determine those payments. Lessees will
generally recognise the amount of the remeasurement
of the lease liability as an adjustment to the right-of-use
asset. Lessor accounting under HKFRS 16 is

HER ()
BEMBEREERFE 16N EFEES

HUE17HRHEE  BE(BRYBRE
REZES) REBEIRETLHES
BEHE  BR(RBREZE®) ¢

BE1RELHE — EERTE(RK
BEBZEE) -REFR27IRFESLLH
EZRIEANRZGAE - ZERIEFI#E
RoFE 2V REEEENRA A
REABRARKRSBHERREERE
B 2B BRETEAHARREERE
REe — KEEEEHENREHHEE -
REERGER  AEASERNEE
FHAXNOBEEFERBEEIEER
&) YA NEEFHAERAREE
ENRNAEECGIEREERE) - BRI
ERREENERTBEENFEI0NRY
BREVMENTER  EBAEM[RIN
W SR RREERIAR - TRIER
B EHR RN R AT E RAEM R
BEEE HEABERREIRRA
B R BN B & 5t 8 & R R
Lo AR AD R ERBER B
BRAXAEREEENNER - &AM
ATEERETEMHEE(PIEEFH
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MAEHEAR - ABEA-—MREGEN
EHEAENEERAREREEEN
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BN YRz BAKERERRE
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31 December 2018 —ZFE—\F+-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

100

(Continued)

substantially unchanged from the accounting under
HKAS 17. Lessors will continue to classify all leases
using the same classification principle as in HKAS 17
and distinguish between operating leases and finance
leases. HKFRS 16 requires lessees and lessors to make
more extensive disclosures than under HKAS 17.
Lessees can choose to apply the standard using either
a full retrospective or a modified retrospective
approach. The Group will adopt HKFRS 16 from 1
January 2019. The Group plans to adopt the transitional
provisions in HKFRS 16 to recognise the cumulative
effect of initial adoption as an adjustment to the
opening balance of retained profits at 1 January 2019
and will not restate the comparatives. In addition, the
Group plans to apply the new requirements to contracts
that were previously identified as leases applying HKAS
17 and measure the lease liability at the present value
of the remaining lease payments, discounted using the
Group's incremental borrowing rate at the date of initial
application. The right-of-use asset will be measured at
the amount of the lease liability, adjusted by the
amount of any prepaid or accrued lease payments
relating to the lease recognised in the statement of
financial position immediately before the date of initial
application.

The Group plans to use the exemptions allowed by the
standard on lease contracts whose lease terms end
within 12 months as of the date of initial application.
During 2018, the Group has performed a detailed
assessment on the impact of adoption of HKFRS 16.
The Group has estimated that right-of-use assets of
HK$11,278,000 and lease liabilities of HK$11,278,000
will be recognised at 1 January 2019.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESEREE

POLICIES
Fair value measurement

The Group measures its available-for-sale investments
at fair value at the end of each reporting period. Fair
value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date. The fair value measurement is
based on the presumption that the transaction to sell
the asset or transfer the liability takes place either in
the principal market for the asset or liability, or in the
absence of a principal market, in the most
advantageous market for the asset or liability. The
principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or
liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Group uses valuation techniques that are
appropriate in the circumstances and for which
sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

102

POLICIES (Continued)
Fair value measurement (Continued)

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows,
based on the lowest level input that is significant to the
fair value measurement as a whole:

based on quoted prices (unadjusted) in
active markets for identical assets or
liabilities

Level T —

Level 2 —  based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is

observable, either directly or indirectly

based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is
unobservable

Level3 —

For assets and liabilities that are recognised in the
financial statements on a recurring basis, the Group
determines whether transfers have occurred between
levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of
each reporting period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required
(other than inventories and financial assets), the asset's
recoverable amount is estimated. An asset's
recoverable amount is the higher of the asset’s or cash-
generating unit's value in use and its fair value less
costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets
or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. An impairment loss is charged to profit or loss in
the period in which it arises in those expense
categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may no longer
exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset
other than goodwiill is reversed only if there has been a
change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had
no impairment loss been recognised for the asset in
prior years. A reversal of such an impairment loss is
credited to profit or loss in the period in which it arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that
person’s family and that person

(i)
(ii)

(iif)

has control or joint control over the Group;
has significant influence over the Group; or
is a member of the key management

personnel of the Group or of a parent of the
Group;

the party is an entity where any of the following
conditions applies:

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of
the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

the entity and the Group are joint ventures of
the same third party;

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

the entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group; and
the sponsoring employers of the post-
employment benefit plan;

the entity is controlled or jointly controlled by
a person identified in (a);

a person identified in (a)(i) has significant
influence over the entity or is a member of
the key management personnel of the entity
(or of a parent of the entity); and

the entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
parent of the Group.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as
repairs and maintenance, is normally charged to profit
or loss in the period in which it is incurred. In situations
where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are
required to be replaced at intervals, the Group
recognises such parts as individual assets with specific
useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated
useful life. The principal annual rates used for this
purpose are as follows:

M BERRBERTE

WE - BB RREBEEAARRTITER
TAREBEIIE - WX - BEERE
HERABREEEREEEEZEZE
ARSI AERE B EE 2 ERNE
BIEARA -

VE - BEERBRBRAEFRES
AN WEERREER  —RREL
HIME B s HIRR o WA & HEREE
TEREAXNEEREETENMR
BEERA - MATRHERYE  HER
RENERHD  MAKERZZFHD
ERSEAFEERAFHNERNEE
Win& BERFHFTE -

FENERERBEYE  BELERE
BB 2 fEETHE R FHMEER A ERERE
EFtHE - [ULMEAZEEFRMNT

Land and buildings 5% T RAEF 5%
Leasehold improvements Over the shorter of the HEMZEEE RS 20% 2
lease terms or 20% BEE

Furniture, fixtures and 20% to 33'3%

B KER 20% £ 33'/3%

office equipment NN L
Plant and machinery 20% to 33'3% TR 7 K He A 20% %= 33'/3%
Equipment for rental purpose  20% BEREZRE 20%
Motor vehicles 30% B 30%

Where parts of an item of property, plant and
equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts
and each part is depreciated separately. Residual
values, useful lives and the depreciation method are
reviewed, and adjusted if appropriate, at least at each
financial year end.

W% BMEREBBEESDSOEASF
AR - AIZEENR AR BEEER
BEHHZHEAE MBI DRIE -
NEBMEIREYBEE R FHE
B -FREHRTENE T TFUAAE
(LniEmA) o
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (Continued)

Property, plant and equipment and
depreciation (Continued)

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in profit or loss in the
year the asset is derecognised is the difference
between the net sales proceeds and the carrying
amount of the relevant asset.

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessee, rentals payable under operating leases net
of any incentives received from the lessor are charged
to profit or loss on the straight-line basis over the lease
terms.

Investments and other financial assets(Policies
under HKFRS 9 applicable from 1 January
2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value
through profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January

RERHMEHEE(BE-F—/\F
—A-HEBRANEEMBREE

2018) (Continued) RBIZE 95k TIXR) ()
Initial recognition and measurement (Continued) BRAEARE (&)

The classification of financial assets at initial recognition
depends on the financial asset’'s contractual cash flow
characteristics and the Group's business model for
managing them. With the exception of trade
receivables that do not contain a significant financing
component or for which the Group has applied the
practical expedient of not adjusting the effect of a
significant financing component, the Group initially
measures a financial asset at its fair value, plus in the
case of a financial asset not at fair value through profit
or loss, transaction costs. Trade receivables that do not
contain a significant financing component or for which
the Group has applied the practical expedient are
measured at the transaction price determined under
HKFRS 15 in accordance with the policies set out for
“Revenue recognition” below.

In order for a financial asset to be classified and
measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash
flows that are solely payments of principal and interest
(“SPPI") on the principal amount outstanding.

The Group's business model for managing financial
assets refers to how it manages its financial assets in
order to generate cash flows. The business model
determines whether cash flows will result from
collecting contractual cash flows, selling the financial
assets, or both.

LREENNFEAEN D BRT L/
BEAHRESRENFREAEEEE
ZEEEMNEBER - R EEAGE
RORAEBMIE R EATAEREKX
BMERDZEEREERENE SRR
FRIESN  NEBYIZIEE R FEM (41
R AFEFEAHESH A ABENS
MEE)RGRATESREE - X
[ asTERR ] FTEEUR « WAEE AR E K
DERAEBI KRG EAEREET A
R E P EBGIBIRE ST RS ERE
15REENRSHEIRETE ©
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January
2018) (Continued)

Subsequent measurement

The subsequent measurement of financial assets
depends on their classification as follows:

Financial assets at amortised cost (debt
instruments)

The Group measures financial assets at amortised cost
if both of the following conditions are met:

o The financial asset is held within a business model
with the objective to hold financial assets in order
to collect contractual cash flows.

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

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised
in the statement of profit or loss when the asset is
derecognised, modified or impaired.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January

RERHMEHEE(BE-F—/\F
—A-HEBRANEEMBREE

2018) (Continued) AIZE 95k T BUR) (48)
Subsequent measurement (Continued) ®iET= ()

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include financial assets held for trading, financial assets
designated upon initial recognition at fair value through
profit or loss, or financial assets mandatorily required to
be measured at fair value. Financial assets are classified
as held for trading if they are acquired for the purpose
of selling or repurchasing in the near term. Derivatives,
including separated embedded derivatives, are also
classified as held for trading unless they are designated
as effective hedging instruments. Financial assets with
cash flows that are not solely payments of principal and
interest are classified and measured at fair value
through profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt
instruments to be classified at amortised cost or at fair
value through other comprehensive income, as
described above, debt instruments may be designated
at fair value through profit or loss on initial recognition if
doing so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair
value with net changes in fair value recognised in the
statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January
2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss, loans
and receivables and available-for-sale investments, or
as derivatives designated as hedging instruments in an
effective hedge, as appropriate. VWhen financial assets
are recognised initially, they are measured at fair value
plus transaction costs that are attributable to the
acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or
loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the period generally established by regulation or
convention in the marketplace.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 =ES3BREIE (&)

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January

RERHMEHEE(BE-F—/\F
—A—BAERNEBSTEASE

2018) (Continued) 3955 TR (4F)
Subsequent measurement ®BiETE

The subsequent measurement of financial assets
depends on their classification as follows:

Financial assets at fair value through profit or loss

TREENREAEIRRESE &
FanR

BRFETABENEMEE

Financial assets at fair value through profit or loss EATEFABRNEREE \1%%1@
include financial assets held for trading and financial BEENSREENRRVIZHERRIETE
assets designated upon initial recognition as at fair RIBEATEFABENSREE © Wik

value through profit or loss. Financial assets are
classified as held for trading if they are acquired for the
purpose of sale in the near term.

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair
value with positive net changes in fair value presented
as other income and gains and negative net changes in
fair value presented as finance costs in the statement
of profit or loss. These net fair value changes do not

E%ipﬁééz}zz B ARREHAH
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include any dividends or interest earned on these BT X [ e ] Fﬁ%ZBZ RIER ©
financial assets, which are recognised in accordance

with the policies set out for “Revenue recognition”

below.

Financial assets designated upon initial recognition as 1 R ﬁ'ﬁﬁﬁifﬁpﬁr)@% it Y
at fair value through profit or loss are designated at the PREECYISHAZBEERAERSE

date of initial recognition and only if the criteria in HKAS
39 are satisfied.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January
2018) (Continued)

Subsequent measurement (Continued)
Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. After initial
measurement, such assets are subsequently measured
at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised
cost is calculated by taking into account any discount or
premium on acquisition and includes fees or costs that
are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other
income and gains in the statement of profit or loss. The
loss arising from impairment is recognised in the
statement of profit or loss in finance costs for loans
and in other expenses for receivables.

Available-for-sale investments

Available-for-sale investments are non-derivative
financial assets in listed and unlisted equity
investments and debt securities. Equity investments
classified as available for sale are those which are
neither classified as held for trading nor designated as
at fair value through profit or loss. Debt securities in
this category are those which are intended to be held
for an indefinite period of time and which may be sold
in response to needs for liquidity or in response to
changes in market conditions.

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

REFEMEMEE(B=E—N\F
—B—HABRANEBETERSE
39 TR (4])

®ETE ()
B REWFE

B R e Wk TR A B [ E R R E A
zﬁﬁﬁﬁﬁ%¢ﬂﬁﬁm#ﬁiéﬁ
BE -NRBRFER HWEEEBRHD
f%ﬂ+£ﬁEﬂﬁﬁ%ﬁE%%%$
At E - B RAEM KB EX
HERFE  BEBRERNXEAE
PRER D M) B AR © B A R SR 5
AR %WEMWA&%m H 3R E
FELMNERNBEDRAERPHEA
Ko FEM R IR ) Bt e S RERR,

JHHERE

AHEERER LT RIELHRERE
MEBRBFRENTESREE - I RA
HEENRERE IR BRRFIEER
BENAEE/EBBREAFEIEN
RERE - ZEHIPNERES /RE
E'(Hjﬁ—irﬁ IERCIN- ﬁ%lf/\/%/@mu@ﬁi
FHRKE ETISMN



Notes to Financial Statements (Continued)
B IS R M (5])

31 December 2018 —FE—\F+-A=4+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January

RERHMEHEE(BE-F—/\F
—A—BAERNEBSTEASE

2018) (Continued) 3955 TR (48)
Subsequent measurement (Continued) BIETE (|
Available-for-sale investments (Continued) HRHERE (&)

After initial recognition, available-for-sale investments
are subsequently measured at fair value, with
unrealised gains or losses recognised as other
comprehensive income in the available-for-sale
investment revaluation reserve until the investment is
derecognised, at which time the cumulative gain or
loss is recognised in the statement of profit or loss in
other income, or until the investment is determined to
be impaired, when the cumulative gain or loss is
reclassified from the available-for-sale investment
revaluation reserve to the statement of profit or loss in
other gains or losses. Interest and dividends earned
whilst holding the available-for-sale investments are
reported as interest income and dividend income,
respectively and are recognised in the statement of
profit or loss as other income in accordance with the
policies set out for “Revenue recognition” below.

When the fair value of unlisted equity investments
cannot be reliably measured because (a) the variability
in the range of reasonable fair value estimates is
significant for that investment or (b) the probabilities of
the various estimates within the range cannot be
reasonably assessed and used in estimating fair value,
such investments are stated at cost less any
impairment losses.

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. \When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets, the Group may elect to reclassify
these financial assets if management has the ability
and intention to hold the assets for the foreseeable
future or until maturity.
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POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January
2018) (Continued)

Subsequent measurement (Continued)

Available-for-sale investments (Continued)

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective
interest rate. Any difference between the new
amortised cost and the maturity amount is also
amortised over the remaining life of the asset using the
effective interest rate. If the asset is subsequently
determined to be impaired, then the amount recorded
in equity is reclassified to the statement of profit or
loss.

Derecognition of financial assets (policies
under HKFRS 9 applicable from 1 January 2018
and policies under HKAS 39 applicable before 1
January 2018)

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from
the Group's consolidated statement of financial
position) when:

e the rights to receive cash flows from the asset
have expired; or

e the Group has transferred its rights to receive
cash flows from the asset or has assumed an
obligation to pay the received cash flows in full
without material delay to a third party under a
“pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all
the risks and rewards of the asset, but has
transferred control of the asset.
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POLICIES (Continued)

Derecognition of financial assets (policies
under HKFRS 9 applicable from 1 January 2018
and policies under HKAS 39 applicable before 1
January 2018) (Continued)

When the Group has transferred its rights to receive
cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what
extent, it has retained the risk and rewards of
ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of
the asset nor transferred control of the asset, the
Group continues to recognise the transferred asset to
the extent of the Group’s continuing involvement. In
that case, the Group also recognises an associated
liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights
and obligations that the Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset
and the maximum amount of consideration that the
Group could be required to repay.

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

The Group recognises an allowance for ECLs for all
debt instruments not held at fair value through profit or
loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects
to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows
will include cash flows from the sale of collateral held
or other credit enhancements that are integral to the
contractual terms.
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POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

General approach

ECLs are recognised in two stages. For credit
exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are
provided for credit losses that result from default
events that are possible within the next 12-months (a
12-month ECL). For those credit exposures for which
there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit
losses expected over the remaining life of the
exposure, irrespective of the timing of the default (a
lifetime ECL).

At each reporting date, the Group assesses whether
the credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and
considers reasonable and supportable information that
is available without undue cost or effort, including
historical and forward-looking information.

The Group considers a financial asset in default when
contractual payments are 1 year past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when internal or external
information indicates that the Group is unlikely to
receive the outstanding contractual amounts in full
before taking into account any credit enhancements
held by the Group. A financial asset is written off when
there is no reasonable expectation of recovering the
contractual cash flows.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 =ES:HERBE (&)
POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

(Continued)

General approach (Continued)

Debt investments at fair value through other
comprehensive income and financial assets at
amortised cost are subject to impairment under the
general approach and they are classified within the
following stages for measurement of ECLs except for
trade receivables and contract assets which apply the
simplified approach as detailed below.

Stage 1 —

Stage 2 —

Stage 3 —

Financial instruments for which credit
risk has not increased significantly
since initial recognition and for which
the loss allowance is measured at an
amount equal to 12-month ECLs

Financial instruments for which credit
risk has increased significantly since
initial recognition but that are not credit-
impaired financial assets and for which
the loss allowance is measured at an
amount equal to lifetime ECLs

Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired)
and for which the loss allowance is
measured at an amount equal to
lifetime ECLs

THEERE(HE-E-—N\F-A—
AEERANEEMBEREENFIN
THEER) ()

—R7G % ()

BAVEFEAFARMEEKENE
BRERZEBHERAAENSREE
E—RIDETAERHLRE - LA
TESRYFBARKBEITEZNER
BE(ATFL I EMERATERD
BRAREHREEBIRTE

F—EER — SRIABTHERMA
RIEE R R R EE
m- BEEREERE
R12EABREEE
1#

FoEER — SRIASTRERR
EERRBAEZEEM 8
WHEERESHEE
BEEBEBERESNK
FEHEEEE

K& BHEERER
TMEE(ETERE
SRIGEERE)  H
EBEERERSENRSE
HEERER

F=BER —

REZERERAE /2018 F R

117



Notes to Financial Statements (Continued)
B ISR MaE (5])

31 December 2018 —ZFE—\F+-A=+—H

118

POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

Simplified approach

For trade and bills receivables that do not contain a
significant financing component or when the Group
applies the practical expedient of not adjusting the
effect of a significant financing component, the Group
applies the simplified approach in calculating ECLs.
Under the simplified approach, the Group does not
track changes in credit risk, but instead recognises a
loss allowance based on lifetime ECLs at each reporting
date. The Group has established a provision matrix that
is based on its historical credit loss experience,
adjusted for forward-looking factors specific to the
debtors and the economic environment.

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial
asset or a group of financial assets is impaired. An
impairment exists if one or more events that occurred
after the initial recognition of the asset have an impact
on the estimated future cash flows of the financial
asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is
experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)
(Continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually
for financial assets that are individually significant, or
collectively for financial assets that are not individually
significant. If the Group determines that no objective
evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with
similar credit risk characteristics and collectively
assesses them for impairment. Assets that are
individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

The amount of any impairment loss identified is
measured as the difference between the asset's
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the
estimated future cash flows is discounted at the
financial asset's original effective interest rate (i.e., the
effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through
the use of an allowance account and the loss is
recognised in the statement of profit or loss. Interest
income continues to be accrued on the reduced
carrying amount using the rate of interest used to
discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables
together with any associated allowance are written off
when there is no realistic prospect of future recovery
and all collateral has been realised or has been
transferred to the Group.
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POLICIES (Continued)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)
(Continued)

Available-for-sale investments

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised,
the previously recognised impairment loss is increased
or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to
other expenses in the statement of profit or loss.

For available-for-sale investments, the Group assesses
at the end of each reporting period whether there is
objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in the statement of profit or loss, is removed from
other comprehensive income and recognised in the
statement of profit or loss.

In the case of equity investments classified as available
for sale, objective evidence would include a significant
or prolonged decline in the fair value of an investment
below its cost. “Significant” is evaluated against the
original cost of the investment and “prolonged” against
the period in which the fair value has been below its
original cost. Where there is evidence of impairment,
the cumulative loss — measured as the difference
between the acquisition cost and the current fair value,
less any impairment loss on that investment previously
recognised in the statement of profit or loss — is
removed from other comprehensive income and
recognised in the statement of profit or loss.
Impairment losses on equity instruments classified as
available for sale are not reversed through the
statement of profit or loss. Increases in their fair value
after impairment are recognised directly in other
comprehensive income.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)
(Continued)

Available-for-sale investments (Continued)

The determination of what is “significant” or
“prolonged” requires judgement. In making this
judgement, the Group evaluates, among other factors,
the duration or extent to which the fair value of an
investment is less than its cost.

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss,
loans and borrowings, payables, or as derivatives
designated as hedging instruments in an effective
hedge, as appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings and payables,

net of directly attributable transaction costs.

The Group's financial liabilities include trade payables,
and other payables and accruals.

Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:
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POLICIES (Continued)

Impairment of financial assets (policies under
HKAS 39 applicable before 1 January 2018)
(Continued)

Loans and borrowings (Continued)

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in
finance costs in the statement of profit or loss.

Derecognition of financial liabilities (policies
under HKFRS 9 applicable from 1 January 2018
and HKAS 39 applicable before 1 January 2018)

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.
When an existing financial liability is replaced by
another from the same lender on substantially different
terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the
difference between the respective carrying amounts is
recognised in the statement of profit or loss.

Offsetting of financial instruments (policies
under HKFRS 9 applicable from 1 January 2018
and HKAS 39 applicable before 1 January 2018)

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)
Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the special
identification basis and, in the case of semi-finished
products and finished products, comprises direct
materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated
selling prices less any estimated costs to be incurred to
completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank
overdrafts which are repayable on demand and form an
integral part of the Group's cash management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits,
and assets similar in nature to cash, which are not
restricted as to use.

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries
in which the Group operates.
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POLICIES (Continued)
Income tax (Continued)

Deferred tax is provided, using the liability method, on
all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

o when the deferred tax liability arises from the
initial recognition of goodwill or an asset or liability
in a transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries, when
the timing of the reversal of the temporary
differences can be controlled and it is probable
that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets
are recognised to the extent that it is probable that
taxable profit will be available against which the
deductible temporary differences, the carryforward of
unused tax credits and unused tax losses can be
utilised, except:

o when the deferred tax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 =ES3BREIE (&)

POLICIES (Continued)
Income tax (Continued)

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against which
the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting
period and are recognised to the extent that it has
become probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to
be recovered.

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

Deferred tax assets and deferred tax liabilities are
offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the
deferred taxes relate to the same taxable entity and the
same taxation authority.
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POLICIES (Continued)
Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration
to which the Group expects to be entitled in exchange
for those goods or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to
which the Group will be entitled in exchange for
transferring the goods or services to the customer. The
variable consideration is estimated at contract inception
and constrained until it is highly probable that a
significant revenue reversal in the amount of
cumulative revenue recognised will not occur when the
associated uncertainty with the variable consideration
is subsequently resolved.

When the contract contains a financing component
which provides the customer a significant benefit of
financing the transfer of goods or services to the
customer for more than one year, revenue is measured
at the present value of the amount receivable,
discounted using the discount rate that would be
reflected in a separate financing transaction between
the Group and the customer at contract inception.
When the contract contains a financing component
which provides the Group a significant financial benefit
for more than one year, revenue recognised under the
contract includes the interest expense accreted on the
contract liability under the effective interest method.
For a contract where the period between the payment
by the customer and the transfer of the promised
goods or services is one year or less, the transaction
price is not adjusted for the effects of a significant
financing component, using the practical expedient in
HKFRS 15.
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POLICIES (Continued)
Revenue recognition (Continued)

Revenue from contracts with customers
(Continued)

(a) Sales of products

Revenue from the sales of products is recognised
at the point in time when control of the asset is
transferred to the customer, generally on delivery
of the products.

(b) Provision of maintenance services

Revenue from the provision of maintenance
services is recognised over the scheduled period
on a straight-line basis because the customer
simultaneously receives and consumes the
benefits provided by the Group.

Revenue from other sources

Equipment rental income is recognised on a time
proportion basis over the lease terms.

Other income

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts
over the expected life of the financial instrument or a
shorter period, when appropriate, to the net carrying
amount of the financial asset.

Contract liabilities

A contract liability is the obligation to transfer goods or
services to a customer for which the Group has
received consideration (or an amount of consideration
is due) from the customer. If a customer pays
consideration before the Group transfers goods or
services to the customer, a contract liability is
recognised when the payment is made or the payment
is due (whichever is earlier). Contract liabilities are
recognised as revenue when the Group performs under
the contract.
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POLICIES (Continued)
Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’
basic salaries and are charged to profit or loss as they
become payable in accordance with the rules of the
MPF Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions
vest fully with the employees when contributed into
the MPF Scheme.

The employees of the Group’s subsidiaries which
operates in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a certain percentage of their payroll costs
to the central pension scheme. The contributions are
charged to profit or loss as they become payable in
accordance with the rules of the central pension
scheme.

Dividends

Final dividends are recognised as a liability when they
are approved by the shareholders in a general meeting.

Interim dividends are simultaneously proposed and
declared, because the Company’'s memorandum and
articles of association grant the Directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability
when they are proposed and declared.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESBREE (&)

POLICIES (Continued)
Foreign currencies

The financial statements are presented in Hong Kong
dollars, which is the Company’s functional currency.
Each entity in the Group determines its own functional
currency and items included in the financial statements
of each entity are measured using that functional
currency. Foreign currency transactions recorded by
the entities in the Group are initially recorded using
their respective functional currency rates prevailing at
the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are
translated at the functional currency rates of exchange
ruling at the end of the reporting period. Differences
arising on settlement or translation of monetary items
are recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on
the item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or
loss, respectively).

In determining the exchange rate on initial recognition
of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary
liability relating to an advance consideration, the date of
initial transaction is the date on which the Group initially
recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there
are multiple payments or receipts in advance, the
Group determines the transaction date for each
payment or receipt of the advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (Continued)
Foreign currencies (Continued)

The functional currencies of certain subsidiaries are
currencies other than the Hong Kong dollar. As at the
end of the reporting period, the assets and liabilities of
these entities are translated into Hong Kong dollars at
the exchange rates prevailing at the end of the
reporting period and their statements of profit or loss
are translated into Hong Kong dollars at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is
recognised in the statement of profit or loss.

For the purpose of the consolidated statement of cash
flows, the cash flows of certain subsidiaries are
translated into Hong Kong dollars at the exchange rates
ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the
year.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the
future.
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(Continued)

Judgements

In the process of applying the Group’s accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the amounts
recognised in the financial statements:

Withholding taxes arising from the distribution of
dividends

The Group's determination as to whether to accrue for
withholding taxes arising from the distribution of
dividends from a subsidiary according to the relevant
tax jurisdictions is subject to judgement on the timing
of the payment of the dividends or on whether the
subsidiary of the Group is determined to be Chinese
resident enterprise by the PRC governing tax
authorities in the future. Management considered that
it is not probable that the Group's subsidiary in
Mainland China will distribute retained profits as at the
end of each of the reporting periods in the foreseeable
future, and accordingly no provision for withholding tax
was made. Where the final outcome of these matters
is different from the amounts originally rewarded, the
difference will impact the deferred tax provision in the
period in which the difference arises.

Estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are
described below.
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(Continued)

Deferred tax assets

Deferred tax assets are recognised for certain
deductible temporary differences and unpaid expenses
to the extent that it is probable that future taxable profit
will be available against which the deductible temporary
differences or unused tax losses can be utilised.
Significant management judgement is required to
determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of
future taxable profits together with future tax planning
strategies. Further details are contained in note 21 to
the financial statements.

Provision for expected credit losses on trade
and bills receivables

Before 1 January 2018, the Group assesses at the end
of the reporting periods whether there is any objective
evidence that trade and bills receivables and contract
assets are impaired. In determining whether there is
objective evidence of impairment, the Group takes into
consideration the ageing status and the likelihood of
collection by reference to the background and
repayment history of the debtors and the occurrence of
any default or disputes. Where there is objective
evidence of impairment, the amount and timing of
future cash flows are estimated based on such factors
as repayment plans committed by debtors and
subsequent collections. An impairment loss is made for
trade and bills receivables and contract assets of which
the present values of future cash flows are less than
their carrying amounts. Further details are included in
note 14 to the financial statements.

From 1 January 2018. the Group makes allowances on
receivables based on assumptions about risk of default
and expected loss rates. The Group used judgement in
making these assumptions and selecting the inputs to
the impairment calculation, based on the Group’s past
history, existing market conditions as well as forward
looking estimates at the end of the reporting periods.
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(Continued)

Provision for expected credit losses on trade
and bills receivables (Continued)

Where the expectation is different from the original
estimate, such difference will impact the carrying
amount of trade and bills receivables and doubtful debt
expenses in the periods in which such estimate has
been changed. Further details of the trade and bills
receivables are given in note 14 to the financial
statements.

Write-down of inventories to net realisable
value

Write-down of inventories to net realisable value is
made based on the estimated net realisable value of
the inventories. The assessment of the provision
required involves management’s judgement and
estimates on market conditions. Where the actual
outcome or expectation in future is different from the
original estimate, such differences will have an impact
on the carrying amounts of inventories and the write-
down and reversal of write-down of inventories in the
period in which such estimate has been changed.
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4. OPERATING SEGMENT INFORMATION 4. REHIER
The Group was principally engaged in the provision of AEBFEXRSTRHEBKEGE R KR
thermal imaging products and services, self-stabilised % - BIRERREE o & AR 7S 038 A A =
imaging products and services and general aviation Em R o st E RS B REMNE G R
products and services. Information reported to the AEEFERERRAZBNER - &
Group's chief operating decision maker, for the purpose RRASEBREKLEE  AAEE
of resources allocation and performance assessment, MNERKEEES BWE BB LS
focuses on the operating results of the Group as a DEBERL o ML WEZIEEDEE
whole as the Group’s resources are integrated and no o
discrete operating segment information is available.
Accordingly, no operating segment information is
presented.
Geographical information HEER
(a) Revenue from external customers (a) ZREIMBEF B
2018 2017
—EBE-NE —T—+F
HK$'000 HK$'000
FHET FHET
Mainland China AR i 228,931 200,339
Hong Kong BB 31,005 32,959
Overseas AN 2,144 5,108
262,080 238,406
The revenue information above is based on the it I B R ARIR R AT AR
locations of the customers. e
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4. OPERATING SEGMENT INFORMATION
(Continued)

Geographical information (Continued)

(b) Non-current asset

RE s EER (&)

B &R ()
(b) FRBEE
2018 2017

—EBE-NF —ZE—+F
HK$'000 HK$'000

FHET TET
Mainland China A B A 10,406 12,780
Hong Kong BB 77 127
10,483 12,907

The non-current asset information above is based
on the locations of the assets and excludes
deferred tax assets.

Information about major customers
Revenue derived from sales to individual customers

which contributed over 10% of the total revenue of the
Group during the year is as follows:

LAt IERENEEE M TIIRIBEEPT
EHIEL - TEERLERAEE °

FEEFER
REAN - BRASEEBAKRZBIEI0% 2

BEAZEFHERSRENT

2018 2017
—BE-N\E —ZT—+F
HK$'000 HK$'000

FET FET
Customer A ZEA 29,237 38,741
Customer B ZFB 41,345 38,684
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5. REVENUE, OTHER INCOME AND GAINS, 5. Wi HtWARWK=FEE
NET
An analysis of revenue, other income and gains, net is Was - H AR FEITAT
as follows:
2018 2017
—E-N\F —T—+tHF
HK$'000 HK$'000
FHET FHT
Revenue Wz
Thermal imaging products and services Z\A% 1% & & & IR T&
_ Sales Of goodSNote (A) — ﬁﬁ%gﬁwi%) 149'067 ']38,53']
— Rendering of maintenance — RHEEIRS K& E
services and equipment HEwW=E®
rentalNot © 11,593 8,184
160,660 146,715
Self-stabilised imaging products BB E KA Em &R
and services
— Sales of goods Note ™ — HEERTER 28,989 32,322
— Rendering of maintenance — REE RS K&
services and equipment HEw=®
rentalNowe B 14,498 8,821
43,487 41,143
General aviation products and services B ZEE @ R RS
_ Sales of goods Note (A) —_ ﬁé’%gﬁwﬁ%) 57'337 49,'] 7']
— Rendering of maintenance — RS PR ARG
services Nete ®) 596 1,377
57,933 50,548
Total HET 262,080 238,406

Note (A)

Note (B)

rental was recognised over time.
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5.

REVENUE, OTHER INCOME AND GAINS,
NET (Continued)

Performance obligation

The performance obligation for sales of goods is
satisfied upon delivery of the goods and the
performance obligation for rendering of maintenance
services and equipment rental is satisfied over time.

The transaction price allocated to the remaining
performance obligations (unsatisfied or partially
unsatisfied) as at 31 December 2018 is as follows:

5.

Wi - HfW AR EFE (')

BHEE

HEEMNBEHNEENRINEYRE T
BT MR EERENREHED
BHEERIRER EHEE METMETT

R-ZE—N\FE+_A=+—HoEZF
BEHET (RETMBEITHI D RET
WEIT) R SERWNT

2018
—E-N\F
HK$'000
FERT
Remaining performance obligations for TEERRA T 7 BRI Sem B 1 T AU 3R it
rendering of maintenance services and SRS KRB EER TR
equipment rental expected to be satisfied BHEE :
during the following periods:
Within one year —FR 9,357
More than one year ZR—F 30,101
39,458

For sales of goods contracts with original expected
duration of less than one year, the Group has elected
not to disclose information about the remaining
performance obligations. All considerations from
contracts with customers with original expected
duration of not less than one year have been included
in the transaction price and, therefore, were included in
the information disclosed in the above table.

RROBERAKERR IR -—FOHER
mAEKNME  AEECEETHESH
MBBEHOBRENEN - LRVBEAHE
BRI R—FNEPANMRH A
REEESERZERT  AULTEER
ERERBEENEEF -
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5. REVENUE, OTHER INCOME AND GAINS, 5. W&  HW AR W= FEEE (E)
NET (Continued)

Other income and gains, net HA g A R Wz F R
2018 2017

—EBE-NF —ET—+F
HK$'000 HK$'000

FExT FHBT
Bank interest income HRITH WA 87 50
Gain on disposal of available-for-sale  H &Rt HERE 2 Izs
investments (transfer from equity (EEe R EER)
on disposal) - 128
Gain on disposal of financial assets at H & AT ET AERH
fair value through profit or loss TREE WS 79 -
Reversal of doubtful receivables, net & U 5% 18 R BR % [0] 5 58 1,552 -
Foreign exchange differences, net ME 5 = RE SRR - 5,514
Others HAth 109 36
1,827 5,728

138 PEIPORTHOLDINGSLTD. / ANNUAL REPORT 2018



Notes to Financial Statements (Continued)
R M T (F8)

31 December 2018 —FE—\F+-A=4+—H

6.

PROFIT BEFORE TAX

The Group's profit before tax is arrived at after

charging/(crediting):

BR B B A

A& B BRI B TR (GEA)
AT EBEER

2018 2017
—E-NF ZT—+F
Notes HK$'000 HK$’'000
BEE FExT FHET
Cost of inventories sold BEETFEKAN 161,215 151,239
Cost of services provided R REK A 6,810 3,154
Depreciation e 12 2,602 1,992
Research and development costs A 35 A% 2 4,091 4,445
Provision for/(reversal of) JFE LR TR R B
doubtful receivables, net /(B [) 558 14 (1,552) 695
Provision for/(reversal of) PRETFERE, (BE)
inventory obsolescence (254) 411
Minimum lease payments under &KL E FHIKAE
operating leases INES 2,665 2,476
Employee benefit expense EEEMNESL (TaE
(excluding directors’ and chief EERERITBRAER
executive's remuneration B (fsE7)) -
(note 7)):
Wages and salaries TERF 27,935 24,414
Pension scheme contributions R ET B
(defined contribution (ERERETE)
scheme) 1,530 1,197
29,465 25,611
Auditor's remuneration % 25 B 35 T 1,360 500
Listing expenses X 21,821 3,250
Foreign exchange differences, PN ZRFEEx **
NS Gk 5,545%* (5,514)*
Loss on disposal of items of HEYE - BEK
property, plant and equipment HRHIEE EE 468 -
Gain on disposal of available-for- HERHEHEERE 2
sale investments (transfer from  Ugzs (EE# B HE
equity on disposal) RS 5 - (128)
Gain on disposal of financial HER AT EFT AR
assets at fair value through K& BB E v Wi
profit or loss 5 (79) -
Bank interest income RITHEHA 5 (87) (50)

The foreign exchange gain, net was included in “Other income and

gains, net” in the consolidated statement of profit or loss and other

comprehensive income.

* %

The foreign exchange loss, net was included in “Other expenses” in

the consolidated statement of profit or loss and other comprehensive

income.

* SNEWE F R A BR LA M2 HKE
KA [EARA R F 5 ] o

o HNEBRFEAGA RE LA MEE K
KA [EfpA]
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7. DIRECTORS’ AND CHIEF EXECUTIVE'S 7. EERBSITTHRAEHMH
REMUNERATION
Directors’ and chief executive’'s remuneration for the BIE LR B - FE 2 A5 55 383(1)
year, disclosed pursuant to the Listing Rules, section @ () ROMEARAA(HEES
383(1)(a), (b), (c) and (f) of the Hong Kong Companies FlzmERD) ROIE 2 BEBENFANEER
Ordinance and Part 2 of the Companies (Disclosure of R TBABFHMAT :
Information about Benefits of Directors) Regulation, is
as follows:

2018 2017

“E-NF ZZT—+F
HK$"000 HK$'000

FHET FET
Fees we 15 -
Salaries, allowances and benefits e R KEDEAH
in kind 4,280 3,879
Pension scheme contributions BREFTEIHERK 36 36
4,331 3,915
(a) Independent non-executive directors (a) BYFHITES
The fees paid to independent non-executive FARMBIIFNTESZ TS
directors during the year were as follows: NN
2018 2017
—EBE-NFE ZE—+F
HK$000 HK$'000
FHET TET
Mr. NIU Zhongjie FEERE 5 =
Ms. YEUNG Hiu Fu Helen B+ 5 -
Mr. HOU Min EIRSTE 5 -
15 -
There were no other emoluments payable to the FRHEHMEMNB I IENITES
independent non-executive directors during the WS (=T —+4F : &) o
year (2017: Nil).
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7. DIRECTORS’ AND CHIEF EXECUTIVE'S 7.
REMUNERATION (Continued)

EERESTRAEHM (&)

(b) Executive directors and the chief executive (b) BITEERESITHRAR

Salaries,
allowances Pension
and benefits scheme Total
2018 in kind contributions remuneration
—E-N\E e E2MR BRE
EMEF B 230 Pk
HK$'000 HK$'000 HK$'000
FTAERT FTAERT FTAERT
Mr. YEUNG Bk 1,766 - 1,766
Ms. WONG* FEwmac 1,598 18 1,616
Mr. YEUNG Chun Tai BIRREE 916 18 934
4,280 36 4,316
Salaries,
allowances Pension
and benefits scheme Total
2017 in kind  contributions remuneration
“E—+F e EUR Bre
EMREN FTEIft 5K e Ek
HK$'000 HK$'000 HK$'000
FHET FET FET
Mr. YEUNG B E 1,710 - 1,710
Ms. WONG* E ek 1,622 18 1,640
Mr. YEUNG Chun Tai BRI E 547 18 565
3,879 36 3,915
i Ms. WONG is also the chief executive officer of the Company. 3 ELZETIMARARITHREE -

RER BEFHEEEHEXRE
MEEAFHFM 2P (—F—LF
&)

There was no arrangement under which a director
waived or agreed to waive any remuneration
during the year (2017: Nil).
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8.

FIVE HIGHEST PAID EMPLOYEES 8.

The five highest paid employees during the year
included three directors (2017: two directors), details of
whose remuneration are set out in note 7 to the
financial statements. Details of the remuneration for
the year of the remaining two (2017: three) highest
paid employees who are neither a director nor chief
executive of the Company are as follows:

TEEREHES

FANDEERFREEEE=2EZ(Z
T—+tF WMEES)  EFMFFIER
MEBRERME7 FAKTMA(ZF
—tF  ZR)WFARFEFTHERRT
BAEBNRSHEENFMFBLT :

2018 2017
ZE-NFE —TLF
HK$’000 HK$'000

FET FET

Salaries, allowances and benefits e RRKEYEF
in kind 1,170 1,180
Pension scheme contributions RIREETEIH 36 108
Performance related bonus FIRABREAL 711 1,666
1,917 2,954

The number of non-director and non-chief executive
highest paid employees whose remuneration fell within
the following bands is as follows:

SIANATHMAR M FERE RIFHHT
BABZE=SHEEHBENT :

Number of employees
EE#E
2018 2017
—E-N\F T —LF

Nil to HK$1,000,000 Z % 1,000,000 7% 7T 1 2
HK$1,000,001 to HK$1,500,000 1,000,001 &L E

1,500,000/ 7T 1 1

2 3
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9.

INCOME TAX EXPENSE

The Group is subject to income tax on an entity basis
on profits arising in or derived from the jurisdictions in
which subsidiaries of the Group are domiciled and
operated. Pursuant to the rules and regulations of the
Cayman lIslands, the Company is not subject to any
income tax.

Hong Kong profits tax has been provided at the rate of
16.5% (2017: 16.5%) on the estimated assessable
profits arising in Hong Kong during the year.

Pursuant to the PRC Income Tax Law and the
respective regulations, corporate income tax has been
provided at the rate of 256% (2017: 25%) on the taxable
income of the subsidiaries operated in Mainland China
during the year.

Fr8HBAX

AEEBARERELERAEE KB A
BIREMAR R EMAERDEERE LK
KEZMHEMNBAAFR - RIEFRAES
BEERERY  NRRBAGNEMR
FRS®L

ERFAREDBESE Z BT ERM
AR 165% (ZFE—+4F :165%) 2
FREEN RIS BIRE -

RIFFBIAEHAREBARR - BRA
SHERFARES BA ML E DK B
NEIH BRI AL 25% (T —LF -
25%) Z B LA -

2018 2017
—B-NEFE —FT—+F
HK$"000 HK$'000

FExT FET
Current Bl HA 8,437 9,565
Deferred RIE (138) (275)
Total tax charge for the year FABIBST K85 8,299 9,290
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9.

144

10.

INCOME TAX EXPENSE (Continued)

A reconciliation of the tax expense applicable to profit
before tax at the statutory rates for the countries in
which the Company and the majority of its subsidiaries
are domiciled to the tax expense at the effective tax
rates, and a reconciliation of the applicable rates (i.e.,
the statutory tax rates) to the effective tax rates, are as
follows:

FrEBimx (&)

BARB REKEB B A 7 M AL
PREBR 2 AER XA ERBAEF 2
ERARERX B ERM KA EZHIEA
B 2 $0R » DA R OE A A R (BUAE B
R)ERBERERER 2HRAT

2018 2017

—F-NF —ZT—+tF

HK$'000 HK$'000

FExT FHT

Profit before tax BR 5 A& A 19,806 44,215

Tax at the statutory tax rate of 16.5% IETE K 16.5% =+ & 2 Fi18 3,268 7,295
Effect on different taxation rate in TR B A3 B R N [B] 2 s 2

Mainland China 1,045 729

Income not subject to tax BARBUA (194) (128)

Expenses not deductible for tax AR 4,030 1,484

Tax losses not recognised RIERTLIBE 1R 210 -

Tax concession TR & (60) (90)

Total tax charge for the year FARIBSL K858 8,299 9,290

DIVIDEND 10. B2
The Board does not recommend the payment of final
dividend for the year ended 31 December 2018 (2017:

Nil). £
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11. EARNINGS PER SHARE ATTRIBUTABLETO 11. B ARIEEREZHEAELEER

ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amounts
is based on the profit for the year attributable to
ordinary equity holders of the parent, and the weighted
average number of ordinary shares of 300,000,000
(2017: 299,633,534) in issue during the year, as
adjusted for the assumption that 299,620,000 new
shares issued pursuant to the Capitalisation Issue (as
defined in note 32) had been issued on 1 January 2017,
which is made to be consistent with the basis of
presentation of financial statements for the year ended
31 December 2017.

The Group had no potentially dilutive ordinary shares in
issue during the years ended 31 December 2018 and
2017.

27

iﬁﬁ%ﬂxﬁﬂ ERNB AR YL B
BB B ABRLMEFRNEN REA
B % 17300,000,000f%( = & — £ F :
299,633,534 [i% ) L 3/ A% Ay N 15 IR 2K
(FERAEUBERRA=_E—tF—F—HRE
BERNET(ER LM E32) B %17
299,620,000 f& ¥ i 10 ) T & » HEE =
TR +tF T A=t —HLEFEMNE
TSR 2 EAE—F -

REBREBEE - ZE—N\FEFR-_T—+4F
T A=+ —HLEFEWEDEITNE
B ER

[

The calculations of basic and diluted earnings per share BRERNREERFTDERATIEB &
are based on: i
Earnings 2018 2017
B —E-N\EF —+t4F
HK$'000 HK$'000
FHET FHT
Profit attributable to ordinary equity ~ EtEGREAR R #E R A
holders of the parent, used in the FrA®E AR EmERR
basic and diluted earnings per BE AEERF
share calculations 11,507 34,469
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11. EARNINGS PER SHARE ATTRIBUTABLETO 11. B ARESERREEAEBLER
ORDINARY EQUITY HOLDERS OF THE BR (4E)
PARENT (Continued)

Shares Number of shares
B3 BRAEE
2018 2017
—EBE-NF —ZE—+F
‘000 ‘000
TR Fix
Issue of shares on 19 December 2017 A=—ZE—+F+=-H+/1.H
BITIRD 380 14
Effect of Capitalisation Issue on RZZE—hF—RA+—B#ET
11 January 2019 (note 32) BR(ETHZE (MIFE32) 299,620 299,620
Weighted average number of AESRERREERT
ordinary shares used in FT R #9338 AR N4 S AR B
the basic and diluted earnings
per share calculations 300,000 299,634
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12. PROPERTY, PLANT AND EQUIPMENT 12. Y% - BERRE
Furniture,
fixtures Equipment
landand  Leasehold and office Plant and for rental Motor
buildings improvements  equipment  machinery purpose vehicles Total
HE HE %ER il

THREF  NERE  BOERE  EERENM  BERA ng it
HK$'000 HK$000 HK$000 HKS000 HK$'000 HK$'000 HK$'000
TR TR TiEn TiEn TEn TiEn TiEn

31 December 2018 —E-\E
TZA=1-H
Cost: A :
At 1 January 2018 RZE-\E
—-A-H 6,298 1307 1,165 3310 7,390 261 19,791
Additions AE - - 205 21 - - 226
Disposals h& - - (36) (99) (1,073) - (1,208)
Transfer® R - - - - 982 - 982
Exchange realignment B A (320) (67) (44) (169) (372) (13) (985)
At 31 December 2018 R=B-/\F
TZA=1-H 5978 1,240 1,290 3123 6,927 248 18,806
Accumulated depreciation:  Z3HHE
At 1 January 2018 RZZ-\&
o il 1574 175 769 2,113 1,392 261 6,884
Provided during the year EniE 312 440 191 345 1314 - 2,602
Disposals e - - (36) (97) (607) - (740)
Exchange realignment B AR (93) (27) (73) (104) (113) (13) (423)
At 31 December 2018 RZE-N\F
TZA=t-H 1,193 588 851 2,857 1,986 248 8,323
Net book value: B E -
At 31 December 2018 RZB-/\F
+-A=1-H 4,185 652 439 266 4,941 - 10,483
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and thermal infrared imager were changed from sale to lease and the
products were reclassified from inventories to property, plant and
equipment accordingly.
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12. PROPERTY, PLANT AND EQUIPMENT 12. Y% - MERKE (&)
(Continued)
Fumniture,
fixtures Equipment
Land and Leasehold and office Plant and for rental Motor
buildings improvements  equipment  machinery purpose vehicles Total
HE KB RER FAfE
ThEEF  NEEE  BAERE  BRMEE  HEE A& i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL TET TEL AL AL AL THL
. ___________________________________________________________________________________________________________________________________________________|
31 December 2017 it B 2
tZA=+-A
Cost; A
At 1 January 2017 RZE—+5—F—-H 5,839 - 864 3,044 1,006 242 10,995
Additions e - 1307 264 85 - - 1,656
Transfers* B - - - - 6,305 - 6,305
Exchange realignment B i & 459 - 37 2 79 19 835
At 31 December 2017 RIE—+E
TZA=t-H 6,298 1307 1,165 3370 7,390 261 19,791
Accumulated depreciation: ~ Z3fHE
At 1 January 2017 RZE-t4-A-H 1,170 - 598 2214 313 247 4537
Provided during the year ERiiE 303 168 144 362 1,015 - 1,992
Exchange realignment R 101 7 27 137 64 19 355
At 31 December 2017 R-E—+F
+-A=1-H 1,574 175 769 2713 1,392 261 6,884
Net hook value: FREE:
At 31 December 2017 R-E—+F
T-A=1-H 4724 1132 3% 657 5,998 - 12,907
2 Transfers represented the fact that the purpose of “SkyEye dispatcher” * R [SkyEye #E 88 | RAIMNREEREZ
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31 December 2018 —FE—\F+-A=4+—H

13. INVENTORIES 13. &
2018 2017
—B-N\E —ZT—+F
HK$’000 HK$'000
FHET FET
Components and consumables B4 K 8 #E o 997 639
Semi-finished products S 2,093 2,010
Finished products 2K 40,180 27,431
43,270 30,130
14. TRADE AND BILLS RECEIVABLES 14. EZEWFEREKRE
2018 2017
—2-N\F —ZT—+F
HK$000 HK$'000
FHET TET
Trade receivables =0 L&/ e 97,020 88,286
Bills receivables JEU = E 15,921 1,992
112,941 90,278
Impairment under HKAS 39 BIBEE BT ERFE 395
e BIRE - (2,247)
Allowance for ECLs under HKFRS 9  1RIEE B I 1845 £ R 55 9 58
MIEHEEBBELNRE (1,216) -
111,725 88,031

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
period is generally one to three months. Each customer
has a maximum credit limit. The Group seeks to
maintain strict control over its outstanding receivables
and has a credit control policy to minimise credit risk.
Overdue balances are reviewed regularly by senior
management. Trade and bills receivables are non-
interest-bearing.

AEEREFNEZGRIBEREES
HEHEERIN iEP —RABLN
e GFEHNBEA—ZE=FEA 88%
FPHRERREER - AEBEREES
BHEREERKIR  YREEEE
ERRABEREEERR - ALK
mEREEABE MR - &S REK
AR EREBERTEE
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14. TRADE AND BILLS RECEIVABLES 14. ESRWRERERERE (&)
(Continued)
An ageing analysis of the trade and bills receivables as R EBIRIREZ A BT TN E 5 EIK
at the end of reporting period, based on the invoice HIEREWEEORED T (HRE
date and net of loss allowance, is as follows: BEH)
2018 2017

—E-N\F —T—tf
HK$'000  HK$'000

FET FET
Less than 3 months D=8 A 63,800 61,309
3 to 6 months =ZE= N EA 20,602 4,537
6 to 12 months ANETZEA 13,850 3,791
Over 1 year —F P E 13,473 18,394
111,725 88,031

The movements in the loss allowance for impairment/ B 5 e W SR IE K e WU 2 R #Y R (B B 18 1

ECLs of trade and bills receivables are as follows: &/ FEREEBENESBRIT

2018 2017

—E-NF ZZT—+F
HK$"000 HK$'000

FET FET
At beginning of year REF] 2,247 1,541
Effect on adoption of HKFRS 9 RNB B S LER
(note 2.2) FIMMFE (ME2.2) 513 -
At beginning of year (restated) REF) (KLEF) 2,760 1,641
Impairment losses recognised (note 6) 2 RREEEE (H:X6) - 695
ECLs reversed (note 6) BB EEEEEE (M6) (1,552) =
Exchange realignment PE 5 2 8 11
At end of year RER 1,216 2,247
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31 December 2018 —FE—\F+-A=4+—H

14. TRADE AND BILLS RECEIVABLES 14. ESRWFIERERESE (&)

(Continued)

Impairment under HKFRS 9 for the year ended
31 December 2018

An impairment analysis of trade and bills receivables is
performed at each reporting date using a provision
matrix to measure ECLs. The provision rates are based
on days past due for groupings of various customer
segments with similar loss patterns. The calculation
reflects the probability-weighted outcome, the time
value of money and reasonable and supportable
information that is available at the reporting date about
past events, current conditions and forecasts of future
economic conditions. Generally, trade and bills
receivables are written off if past due for more than
three years and are not subject to enforcement activity.

Set out below is the information about the credit risk
exposure on the Group's trade and bills receivables
using a provision matrix:

BERVBREXENEIRTIBE-R
—NFE+ZA=t-BLFENR
=]

REREARORABRERELETES
FEMHRIA & BRI R B E DT - AR
ERMEEER BEXTHERNRESR
BUBREANZ AT D BMETHND
ANBH B E - ZEtERBREAEX
MERER  ERBELRNREBHAE
MARBESE - B AR RRREH
BHEBRANEGERAEER  —KRM
= B HEE=F BYEX D85
17758 - BI85 RUKEIR B IRRIE K
T AMEH -

T AR RERABEEEHENES
R ROB K R 5 AR O B
B

As at 31 December 2018 R-ZE—-N\FE+=-HA=+—H

Pastdue Past due
more than more than

Past due 1 year 2years  Past due
within  but within but within over
Current 1 year 2 years 3 years 3 years Total

aRy 564 WEES  AYE

BN R-£ REE R=#& B=E @t
ECLrate BHEEFEX 0%-0.2% 1.1% 4.7% 83.8% 100%  0%-1.3%
Gross carrying amount FEAE(TEL)
(HK$'000) 103,090 8,260 673 - 918 112,941
ECLs (HK$'000) BHEEER
(Fi&1) 175 91 32 - 918 1,216

wEramas/ 20185 1571
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31 December 2018 —ZFE—\F+-A=+—H

14. TRADE AND BILLS RECEIVABLES
(Continued)

The ageing analysis of the trade and bills receivables as
at 31 December 2017 that were not individually nor
collectively considered to be impaired under HKAS 39

14.

BZRWREAREBRRE (&)

RIEFBSFTEUNFEFN _FT—tF
T-A=+—BYEERIHARKRS
BB H) B 5 UK IR & B R IR 1) R ik

is as follows: DT -
2017
—FT—+F
HK$'000
FAET
Neither past due nor impaired R HEATN AR E 75,085

Past due: BE -

Less than 3 months DR =1EH 5,194
3 to 6 months =Z=NEA 1,358
6 to 12 months ~NE+T—{EA 991
Over 1 year —F LAk 5,403
88,031

Receivables that were neither past due nor impaired
related to a large number of diversified customers for
whom there was no recent history of default.

Receivables that were past due but not impaired
related to a number of independent customers that had
a good track record with the Group. Based on past
experience, the directors of the Company were of the
opinion that no provision for impairment under HKAS
39 was necessary in respect of these balances as there
had not been a significant change in credit quality and
the balances were still considered fully recoverable.

152

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

AR 380 HA TR R Bl (B A B R TR T B K 8
I B R RS ST AR -

BB A RBERN U RIRT) EE T H
AEEBERFHEARENBIEFA
HRZEEBRNEEERYLBEAE
B WBARBEEESEREI95M
AEEBIEL R EREEZSERIDR
RREHE -



Notes to Financial Statements (Continued)
R M T (F8)

31 December 2018 —FE—\F+-A=4+—H

15.

16.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

15.

ANFIR - REREAEKFRIR

2018 2017
—2-N\F ZT—+F
HK$°000 HK$'000

THET FHET
Prepayments TR 3,410 3,389
Deposits and other receivables e N E R R IE 13,644 7,531
Prepaid listing cost TART WA 18,758 1,083
35,812 12,003

The above balances are unsecured and interest-free.

None of the above assets is either past due or
impaired. The financial assets included in the above
balances relate to receivables for which there were no
recent history of default.

bt SEEHE RS

B EMERRIRIE o LB EERT
BENTREERINRBENTEN
FEURIRA R -

AVAILABLE-FOR-SALE INVESTMENTS 16. AIMEHERE
2018 2017
—EBE-NF —ZZE—+F
HK$'000 HK$'000
FET FHET
Wealth management products, BAEM  ZAYE
at fair value - 14,806

The wealth management products were issued by the
commercial bank with variable interest rate indexed to
the performance of underlying assets. The Group
elected the fair value method at the date of initial
recognition and carried these investments
subsequently at fair value. Changes in the fair value
were reflected in available-for-sale investments
revaluation reserve before 1 January 2018 and in profit
or loss since 1 January 2018, respectively. The fair
values were based on the bank quoted expected
returns and were within level 2 of the fair value
hierarchy.

BMEMBARAFRRITRT  HFPHH =X
HEEEERTEHS  AEERMHE
REHBEERFEERZERERRR
NPEHE - AFEZEHR -_FT—N\F
—A—BRERHEEREEHRFER
R-TE-N\F—-A-HEREBEGERR -
RNFETDRIFRITARBLR D S ER
NFERRHE 24
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17. CASH AND BANK BALANCES AND 17. RERBITERREEFER
PLEDGED DEPOSITS

2018 2017
—2-N\F —ZT—tF
HK$°000 HK$'000

THET FHET
Cash and bank balances & MIRTT4 % 49,144 40,621
Time deposits FHTFER 3,772 480
52,916 41,101
Less: Pledged time deposits for B AEIRITERE
bank guarantee R ER - (480)
Cash and bank balances B MIRITAR 52,916 40,621
At the end of reporting period, the cash and bank RB|ERR  AEBUAAREHEZR
balances of the Group denominated in RMB amounted © RIRITH$ 518,377,000 (=T
to HK$18,377,000 (2017:HK$22,424,000). The RMB is —4F 122,424,000 70) o AREAT]
not freely convertible into other currencies, however, BHRLBREMER - Al - BE(PEA
under Mainland China’s Foreign Exchange Control RAFMBINEE R R(GEE - BE
Regulations and Administration of Settlement, Sale and RAEBERE)  NEB A FERERE
Payment of Foreign Exchange Regulations, the Group EITIMNEEBHRITIARB L BKE
is permitted to exchange RMB for other currencies b o
through banks authorised to conduct foreign exchange
business.
Cash at banks earns interest at floating rates based on RITHESRBEEBRITFERERIRZEHF
daily bank deposit rates. Short term time deposits earn EEREFE - BB BREFERIEEENE
interest at the respective time deposit rates. The bank HTF SRR R BRERA B o SRITABRREE
balances and pledged deposits are deposited with HIE S 7 AT A I 8 A9 RC 8 Al 52
creditworthy banks with no recent history of default. RIT -
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31 December 2018 —E—F+—-H=+—H

18. TRADE PAYABLES 18. EZEINIE
An ageing analysis of the trade payables as at the end M E BIRIRE Z A HIS REVE 5 R
of the reporting period, based on the invoice date, is as HIBR AR AITLAT -
follows:
2018 2017
—BE-N\E —Z—+F
HK$’000 HK$'000
FHET FHT
Within 1 month PR —1{E A 6,300 5,165
1 to 3 months —z2=M@A 2,716 8,558
Over 3 months =@ANE 4,870 1,212
13,886 14,935
The trade payables are interest-free and are normally B O RNRIATTERBELENEHAI0
settled ranging from 30 to 90 days. £90H °
19. OTHER PAYABLES AND ACCRUALS 19. HittESRERETER
2018 2017
—E-N\NF ZT—+F
HK$'000 HK$'000
FHET FET
Other payables H A FE FRIE 4,698 3,117
Accruals ezt & 8,619 8,639
Accrued listing expenses FEst EmAX 25,511 956
38,828 12,712

Other payables are non-interest-bearing and are HEMENREBENG ERBER —F A&
normally settled within one year. F o
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20. CONTRACT LIABILITIES 20. EHEE

The following table provides information about contract TRIHBEEPEHNEHNBEER -
liabilities from contracts with customers:

2018 2017
—EBE-NF —ET—+F
HK$'000 HK$'000

FHET FHT
Contract liabilities BREE 13,497 5,531
Contract liabilities of the Group mainly arise from the AEENEHNEREFERNEPBMNK
advance payments made by customers while the 18 - A8 R E m s RS R ER 1 o
underlying goods or services are yet to be provided.
Changes in the contract liabilities during the years REBEE_T-N\FE=_F—+F+=-H
ended 31 December 2018 and 2017 are as follows: =T —HIEFENEANBGEEETEH M
T
2018 2017
—E-NE —T—+F
HK$'000 HK$'000
FHET FHT
At beginning of year REH) 5,531 7,995
Revenue recognised that was REAFAE LB EEHRD
included in the contract liabilities BRI =R
balance at beginning of year (5,531) (7,995)
Increases due to cash received, A WIE LML - TEE
excluding amounts recognised as RERNE R AW B FEE
revenue during the year 13,497 5,531
At end of year RER 13,497 5,531
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31 December 2018 —E—F+—-H=+—H

21. DEFERRED TAX 21. EEMHIE
The movements in deferred tax assets during the year RIERIBEERNFEANRNEFHINT :

are as follows:
Deferred tax assets EEBIEEE

Provision

for

Unpaid inventories
accrued andtrade Unrealised

expenses receivables profit Total
FERES
AXf EWRRE
JESTBE S B KEREF st

HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERT TER

31 December 2018 —E-N\E+=-HA=+-H
At 1 January 2018 R-ZE-\E—H—H 644 458 905 2,007
Effect on adoption of HKFRS 9 ROBBMBEREEF IR

(note 2.2) V&2 (M:E2.2) - 127 - 127
At 1 January 2018 (restated) RZE—-\F—H—H

(&&3) 644 585 905 2,134

Deferred tax credited/(charged) to st A/ (B B) FRNERZ

profit or loss during the year EIERE (K5 9)

(note 9) (195) (260) 593 138
Exchange realignment B AR (25) (7) - (32)
At 31 December 2018 RZE-N\E+=A=1+—H 424 318 1,498 2,240
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21. DEFERRED TAX (Continued) 21. EERIE (8)
Deferred tax assets (Continued) EERIBEE (&)
Provision
for

Unpaid  inventories
accrued and trade  Unrealised

expenses  receivables profit Total
Axff ERTUE
JEEHRX BB RERRT st

HK$'000  HK$'000  HK$'000  HK$'000
TEL TAL TAT TR

31 December 2017 —E-t¥+ZA=+—-H
At 1 January 2017 R-Z—+%—H—H 482 259 940 1,681
Deferred tax credited/(charged) to 3T A/ (1B B) ENEBE L

profit or loss during the year EERIE (H3E9)

(note 9) 118 192 (35) 275
Exchange realignment [ 5 % 44 7 - 51
At 31 December 2017 RZE—+F+=-F=1—H 644 458 905 2,007
Pursuant to the PRC Corporate Income Tax Law, a AR S B AN AR B 1h 2R R BE [ FNE 4%
10% (or a lower rate if there is a tax treaty between BEERMRBIRE10% (FFEAH
Mainland China and the jurisdiction of the foreign HONE IR B E T RERE R A RS 15
investors) withholding tax is levied on dividends % I EHBEREMNTR)BH © %5
declared to foreign investors from the foreign EHR-ZZENF—A—BRBRER  WE
investment enterprises established in Mainland China. AR-—ZZ+F+-_A=+—HRBREL
The requirement is effective from 1 January 2008 and B & o B 7R 5 B A BE R R B R 3
applies to earnings after 31 December 2007. The Group VYZHEMBRAREE —TTNF—A
is therefore liable for withholding taxes on dividends —BRERELZENDIKZRSHNE
distributed by those subsidiaries established in L -

Mainland China in respect of earnings generated from
1 January 2008.
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21.

22.

DEFERRED TAX (Continued)

As at 31 December 2018, no deferred tax has been
recognised for withholding taxes that would be payable
on the unremitted earnings that are subject to
withholding taxes of the Group's subsidiaries
established in Mainland China. In the opinion of the
directors, the Group's earnings will be retained in
Mainland China, so it is not probable that these
subsidiaries will distribute such earnings in the
foreseeable future. As at 31 December 2018, the
aggregate amount of temporary differences associated
with investments in subsidiaries in Mainland China was
approximately HK$2,981,000 (2017:HK$2,233,000).

The Group also has tax losses arising in Mainland China
of HK$210,000 (2017: Nil) that will expire in one to five
years for offsetting against future taxable profits of the
companies in which the losses arose.

Deferred tax assets have not been recognised in
respect of these losses as they have arisen in
subsidiaries that have been loss-making for some time
and it is not considered probable that taxable profits
will be available against which the tax losses can be
utilised.

SHARE CAPITAL

The Company was incorporated in the Cayman Islands
under the Companies Law as an exempted company
with limited liability on 19 December 2017 with an
authorised share capital of HK$380,000 divided into
38,000,000 shares of HK$0.01 each, of which 380,000
shares were issued and allotted to Peiport Alpha Ltd.,
which is controlled by Mr. YEUNG and Ms. WONG.

21.

22.

EEBE ()

R-ZE—N\F+-_A=1+—8 A&£H
SRR BA A B BB TBINH
ZHEBRAR 2 REHBFENSZ BN
BRECHE ESZRA A&EZA
FEREBRFEA  MZEHNEA T
RA] B R ARG RAIRE D IRZ E&EF -
RZZE—N\FE+=—A=+—0 ' B#HEE&
FERME AR A BN EZE5
47 /2,981,000 o( = & — £ F:
2,233,000/ 7T) °

AEBIRPERNMESRBEIR
210,000 8L (ZF—t4F : &) » ZFHIE
EIER—Z=2RAFREE - JREKEE
HBEBR A R AR R ERFLEF] o

VERZEEREDELCHREE
EEEERBEEZHBARC Z2EE
—REHE - YRR/ TAAEEELRER
e M A SH R E) A 2 IR &S 18 -

[N

AR AER—_ZT—tFE+=-_A+LBR
BARAERAESHE MK ERE
BRA A AT KA A380,000% T
4> 38,000,000 f% F X EE0.01 T 2
% {7 - £ #1380,000 [% B 15 B 217 & AL
B HEMBEAERAR  ZARHEE
o R F A4 o

2018 2017
—E-NFE ZT—+F
HK$'000 HK$'000
FET FET

Issued and fully paid: BEETREE -

380,000 (2017: 380,000) 380,000 % (= ZF—+% :
ordinary shares of HK$0.01 each 380,000 f%) IR EE

0.01 8 TTH @A 4 4
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23. RESERVES

160

The amounts of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes in
equity of the financial statements.

Other reserve

The balance represented the aggregate paid-in capital
of the subsidiaries acquired, offset by investment costs
in subsidiaries of the Company during the
Reorganisation.

Statutory surplus reserve

Pursuant to the relevant laws and regulations in the
PRC, the Company's subsidiaries registered in the PRC
shall appropriate a certain percentage of their net profit
after tax (after offsetting any prior years' losses)
calculated under the accounting principles generally
applicable to the PRC enterprises to the reserve fund.
When the balance of this reserve fund reaches 50% of
the entity’s capital, any further appropriation is optional.
The statutory surplus reserve can be utilised to offset
prior years' losses or to increase capital. However, the
balance of the statutory surplus reserve must be
maintained at a minimum of 25% of the capital after
these usages. After making the appropriation to the
statutory surplus reserve, the Company's subsidiaries
may also appropriate their profits for the year to the
discretionary surplus reserve upon approval by the
board of directors or the shareholders in a general
meeting.
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24. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

24. RERESRERMHEE

(a) Major non-cash transactions (a) EEHBRERS

On 12 March 2018, Peiport Scientific Limited as
vendor and the Group as purchaser entered into
the business transfer agreement, pursuant to
which Peiport Scientific Limited agreed to sell and
the Group agreed to purchase the procurement,
sales, marketing and maintenance of thermal
imaging products and services and self-stabilised
imaging products and services business and the
related assets and liabilities owned or held by
Peiport Scientific Limited and utilised in this
business for a consideration of approximately
HK$188,304,000, which had been fully settled by
(i) offsetting the amounts due from directors of
approximately HK$66,145,000, (ii) repayment to
directors of approximately HK$4,806,000, and (iii)
the waiver from the relevant director of
approximately HK$117,353,000 .

RZE—N\F=A+=-H H=F
BEERAG(AER) BAEE (A
BRI EXBEERE Bl
HEEHEERARREHE RAE
EREWERE - HE EHRER
BAKEERIREMNBEEKE
EmMRERERREREHEER
NEVHA SRR R ARZESAE
BEEIBE REYHAE
188,304,000/ 7T * 2 IE B BN
TARER  (VEEEKESFIE
#766,145,00078 7T ; (i) AIZEFER
#74,806,000/8 7T : K (i) HEAES
MEE4) 117,353,000 87T ©

REFERERAT /2018 F

161



Notes to Financial Statements (Continued)

B B AR Y R (4R

31 December 2018 —ZFE—\F+-A=+—H

24. NOTES TO THE CONSOLIDATED

24. ZEREREBRME (F)

STATEMENT OF CASH FLOWS (Continued)

(b) Changes in liabilities arising from financing

activities:

2018

(b) MEFBELENEERE

—2-N\F

Accrued
listing
expenses
included

in other
payables
and accruals
FTAE eSS
MIBR S
BERMES
EHEHX
HK$'000
THET

At 1 January 2018

Changes from financing cash flows
Recognition of prepaid listing expenses

RZF—N\F—A—

MERTMES

FERFAN LT ER

H 239

(17,905)
17,675

At 31 December 2018

RZE—NF+-_A=+—H 9
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24. NOTES TO THE CONSOLIDATED

24. ZERERERMTE (H)

STATEMENT OF CASH FLOWS (Continued)

(b) Changes in liabilities arising from financing (b) BMEFEBEEXNEEES

activities: (Continued)

2017

(&)
—E—+tfF

Accrued
listing
expenses
included

in other
payables

and accruals
s AE At FEAT
RIEREE
0
EFHRAX
HK$'000
FHT

At 1 January 2017

Changes from financing cash flows
Recognition of prepaid listing expenses

R-_ZE—+F—H—H -

RERSREZD (844)
EREN ETMER 1,083

At 31 December 2017

R-E—+F+-_HA=+—H 239

25. PLEDGE OF ASSETS

Details of the Group's assets pledged for the Group's

25. BEEKMA

bank guarantee are included in note 17 to the financial K& ERT IR H N I S R MIaE17 o

statements.
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26. OPERATING LEASE ARRANGEMENTS . REHERH
(a) As lessor (a) EBHEA
The Group leases certain finished products under AEBBREBECEMELHEREET
operating lease arrangements, with leases Bk KHENABTT=@A
negotiated for terms ranging from three months E=F o

to three years.

At 31 December 2018, the Group had total future RZZE-—NF+_HA=+—H &
minimum lease receivables under non-cancellable FEERE Z N HEQE L
operating leases with its tenants falling due as RNEE 2 B RBCR R KIS 48
follows: AR

2018 2017

—B-N\E —ZT—+F
HK$000 HK$'000

THET FHET

Within one year —F R 1,733 2,930
In the second to fifth years BT 1,023 846
2,756 3,776
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26. OPERATING LEASE ARRANGEMENTS 26. REHELH (&)
(Continued)
(b) As lessee (b) EAREEA
The Group leases certain of its office properties AEERBECEHELRHHESRT
under operating lease arrangements. Leases for HFNEYE - MEHEFHER
property are negotiated for terms ranging from B—ERF o

one to five years.

At 31 December 2018, the Group had total future RZZE-—NF+ZA=+—H &

minimum lease payments under non-cancellable BARHEEREEL - NEEZ 2

operating leases falling due as follows: B R KBS BRI T ¢
2018 2017

—B-N\E —ZT—+F
HK$’000 HK$'000

THET FETT
Within one year —FNRN 5,073 1,929
In the second to fifth years ol G e 4,897 4,054
9,970 5,983
27. COMMITMENTS 27. A
At the end of the reporting period, the Group did not RS EAR - AN E I B E ARG o

have any significant commitments.
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28. RELATED PARTY TRANSACTIONS AND
BALANCES

In addition to the transactions detailed elsewhere in the

28. FBARZ KAt

BRRZEMBERER MM T Pl 2 X

financial statements, the Group had the following SO0 - NEBENFE N EBERE T ETIAT
transactions with related parties during the year: R
(a) Names of the Group’s principal related (a) x5BT EBFH I 2
parties and their relationship with the E/ ERRHEXAEEZHE
Group % :
Name of related parties Relationship
BHL2tE/ 28 A%
Mr. YEUNG Director
bk %
Ms. WONG Director
Tt ES

Guangzhou Zhiyuan Science and Technology
Limited (“Zhiyuan")
ENERMBRBRAA (TER])
Peiport Scientific Limited
BENMEERATF
(b) Significant related party transactions during the
year as follows:

A company controlled by Mr. Yang Ju,
brother of Mr. YEUNG
BREZ ARGRLEEHN AR
A company controlled by Mr. YEUNG and Ms. WONG
BERERT RGN —FAA

(b) FAMEBRBHAZHIT :

2018 2017

—E-NF ZT—LF

Notes HK$'000 HK$'000

ibE=a FHET FHT

Sales of products to Zhiyuan $HEEmR T E R (i) - 58

Purchases of products from [ REEE @

Zhiyuan (ii) - 1,082

Rental fee paid to directors Y[ FEFEZHEER (iii) 1,489 1,252
Notes: B

(i) The sales to Zhiyuan were made at prices based on mutual
agreements between the parties. This is also a discontinued
connected transaction.

(ii) The purchases from Zhiyuan were made at prices based on
mutual agreements between the parties. This is also a

discontinued connected transaction.

Certain subsidiaries in Mainland China rented commercial units
from Mr. YEUNG and Ms. WONG as offices which were made
in accordance with terms in lease agreements, which was
approved by the Stock Exchange in the Prospectus. This is also
a continuing connected transaction under Chapter 14A of the
Listing Rules.

(i)

166

PEIPORT HOLDINGS LTD. / ANNUAL REPORT 2018

RERIEN Z S5 8 THIRRT K177 B AR
FEHBREL o IWIFA— A K ILEH

R RIER Z SREBTVIZRT X177 B AR
FEHBREL o IWIFA— A K ILEH

(i)

B A TR B R AR IR &
R EERERXTHEBREN
ERPRE  WEEHZARBRE
AR - RIEEMARRFE 14AF
IR RISEMER S

(i)



Notes to Financial Statements (Continued)
R M T (F8)

31 December 2018 —FE—\F+-A=4+—H

28. RELATED PARTY TRANSACTIONS AND 28. BB ARZ R (&)
BALANCES (Continued)
(c) Other transaction with a related party: (c) HREE A 2 HMR S -
The Group occupied the office owned by Peiport REBUZEREMGAEFEEHE
Scientific Limited at a nil consideration. ERARHEBNPRAE °
(d) Outstanding balances with related parties: (d) =RgEE s 2 RBELER -
2018 2017
—EB-N\F —T—tF
HK$'000 HK$'000
FExT TFET
Amount due from the ultimate JE U B 442 A A B FRIE
holding company - 4
Amounts due from directors: R EE KA ¢
Ms. WONG T4+ - 63,587
Mr. YEUNG e - 38,719
- 102,306
Amount due from a related JiE W — I BB 2 IR -
company:
Zhiyuan BR - 1,404

(e)

Among the above balances, the amount due from
Zhiyuan is trade nature and others are non-trade
nature. The above balances are unsecured,
interest-free and repayable on demand.

Compensation of key management personnel of
the Group:

Details of the compensation of key management
personnel of the Group, who are the directors, are
disclosed in note 7 to the financial statements.

R LT - BURRRKIBBR
BoME  HMERIFESME -
PSSR AEER  RERARE

(e) AEBETIEZEEABZHH

AEETREEEAB(HFRER)Z
FENF BRI MR E 7 RE -
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29.

30.

168

FINANCIAL INSTRUMENTS BY CATEGORY

As at 31 December 2017, other than the available-for-
sale investments in note 16 to the financial statements
which are stated at fair value, all financial assets and
liabilities of the Group were receivables and financial
liabilities stated at amortised cost.

As at 31 December 2018, all financial assets and
liabilities of the Group were receivables and financial
liabilities stated at amortised cost.

The Group's classification of its financial assets and
liabilities is explained in notes 2.2 and 2.4 to the
financial statements.

FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS

As at 31 December 2017, management has assessed
that the fair values of cash and bank balances, pledged
deposits, available-for-sale investments, trade and bills
receivables, financial assets included in prepayments,
deposits and other receivables, amount due from a
related company, amounts due from directors, trade
payables and financial liabilities included in other
payables and accruals approximate to their carrying
amounts largely due to the short term maturities of
these instruments.

As at 31 December 2018, management has assessed
that the fair values of cash and bank balances, trade
and bills receivables, financial assets included in
prepayments, deposits and other receivables, trade
payables and financial liabilities included in other
payables and accruals approximate to their carrying
amounts largely due to the short term maturities of
these instruments.

The Group's financial controller is responsible for
determining the policies and procedures for the fair
value measurement of financial instruments. At each
reporting date, the financial controller analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation.
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30. FAIR VALUE AND FAIR VALUE HIERARCHY 30. € TENAFERAFEER

31.

OF FINANCIAL INSTRUMENTS (Continued) (#&)

The fair values of the financial assets and liabilities are STRMEERABZAFETEFMER
included at the amount at which the instrument could ERE(MIEEKEEERNHEE) BN
be exchanged in a current transaction between willing THETHRZPRIBNERBTEANSHE -

parties, other than in a forced or liquidation sale.

Fair value hierarchy RNEEER

The following table illustrates the fair value TERFAAEESHTAQNFENERE
measurement hierarchy of the Group’s financial &

instruments:

Assets measured at fair value: EATEAENEE

Fair value measurement using
AFEHE

Quoted prices Significant Significant

inactive  observable unobservable

market input input
(Level 1) (Level 2) (Level 3) Total

RNEE  BAUEE BXNUHE

%5 58 BART BART
(F1EH) (F2BH) (£3ER) ey
HK$'000 HK$'000 HK$'000 HK$'000
TR TR THET TR

As at 31 December 2017 RZE—+F+-R=1—H

Available-for-sale investments At &R - 14,806 - 14,806
During the year, there were no transfers of fair value FA-eREERERABEZAFER
measurements between Level 1 and Level 2 and no EVEAEZ1ERLRFE2ER 2 AER -
transfers into or out of Level 3 for both financial assets MEEASEEEIER - (ZT—+4F:
and financial liabilities (2017:Nil). HE) o

FINANCIAL RISK MANAGEMENT 31. sREKREEREREE
OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise AREBZFESRMITEBFEAHEER
available-for-sale investments and cash and bank BREBSRBITEG ZESHT A
balances. The main purpose of these financial FERABAAEBR  EEEHES -
instruments is to raise finance for the Group's AREERGZEEMSHEERSRE
operations. The Group has various other financial B nEBERZEREREERE S
assets and liabilities such as trade and bills receivables JENFRIE  ERIREEHZE -

and trade payables, which arise directly from its

operations.

The main risks arising from the Group's financial REBZERMITEAFMELANTERR A
instruments are foreign currency risk, credit risk and HNERK EERBERBELAR -
liquidity risk. The board of directors reviews and agrees EEeEHM BB TS ERZRARYK

policies for managing each of these risks and they are

summarised below. - BRI -

REFERERAT /2018 F

169



Notes to Financial Statements (Continued)
SRR EE ()

31 December 2018 —ZFE—\F+-A=+—H

170

31. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)
Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by subsidiaries
in currencies other than the subsidiaries’ functional
currencies.

The following table demonstrates the sensitivity at the
end of the reporting period to a reasonably possible
changes by 1% in the US$ exchange rate against RMB,
with all other variables held constant, of the Group’s
profit before tax due to changes in the fair value of
monetary assets and liabilities:

31.

TREREERERICK (&)

S EE R B

AEEAERZERRR - BRARRIR
BB RBAMBARINEEE NI
B FrEL 2 SHE KRB -

TREREZHAMEETRERT -
45 B R A B 2 PR B A FI S 8
EREEATEEDYETLARBE
RATEE R 1% MBI -

2018 2017

—E-N\FE —ZT—tF

HK$'000 HK$'000

FEx FHBIT

If US$ strengthens against RMB ELHAREHE (1,108) (984)
If US$ weakens against RMB EHAARERE 1,108 984

The Group manages its foreign currency risk by closely
monitoring the movement of the foreign currency rates.

Credit risk

The Group trades only with recognised and
creditworthy third parties. It is the Group’s policy that
all customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis
and the Group's exposure to bad debts is not
significant.

Maximum exposure and year-end staging as at 31
December 2018

The table below shows the credit quality and the
maximum exposure to credit risk based on the Group's
credit policy, which is mainly based on past due
information unless other information is available
without undue cost or effort, and year-end staging
classification as at 31 December 2018. The amounts
presented are gross carrying amounts for financial
assets.
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31. FINANCIAL RISK MA

NAGEMENT

OBJECTIVES AND POLICIES (Continued)

TREREERERICK (&)

Credit risk (Continued) EERE (&)
Maximum exposure and year-end staging as at 31 R=Z-N\F+-A=+—HHESA
December 2018 (Continued) Bix 2 EF 4 B B (78)
12-month
ECLs Lifetime ECLs
12{0 A
FEBR HEREEER
Simplified
Stage 1 Stage 2 Stage 3 approach Total
FIBE  F2BBR  FIBB  BpE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FEL TET TET
Trade and bills receivables* BIRMTIERERTE - - - M7 111,725
Financial assets included in STAERIE ke R
prepayments, deposits, EENFERNCREE
and other receivables
— Normal** == 35,812 - - - 35,812
— Doubtful** — AR ** - - - - -
Cash and bank balances Re RFkes
— Not yet past due — RABH 52,916 - - - 52,916
88,728 - - 11725 200453

For trade and bills receivables to which the Group applies the simplified

approach for impairment, information based on the provision matrix is
disclosed in note 14 to the financial statements, respectively.

* %

The credit quality of the fina
deposits and other receivables
are not past due and there is n
assets had a significant increa

ncial assets included in prepayments,
is considered to be “normal” when they
o information indicating that the financial
se in credit risk since initial recognition.

Otherwise, the credit quality of the financial assets is considered to be

“doubtful”.

* %

MRS E R SCRERENE 5 RIKRIR
REWRER - ERBREERENE RS B R
TERKRMTEE 14 558 -

fHET AR - e REMEYGIANE
RMEEYRABESEBEHBTRZEREE
= B R B E AR R LA SRR R0 - A
HEREAEBRARIER] B SREE
MEEERWER (A5 -
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31. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)
Credit risk (Continued)

Maximum exposure as at 31 December 2017

The credit risk of the Group's other financial assets,
which comprise cash and bank balances, deposits and
other receivables, arises from default of the
counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.

At the end of the reporting period, the Group had
certain concentrations of credit risk as 42% (2017:
44%) of the Group's trade receivables were due from
the Group's two largest customers.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade and bills
receivables are disclosed in note 14 to the financial
statements.

Liquidity risk

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of
internally generated cash flows from operations. The
Group regularly reviews its major funding positions to
ensure that it has adequate financial resources in
meeting its financial obligations.
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RMERR - REBATE TEEED
Bk BREENEZERKEFRE
42% (ZZT—+14F : 44%) T AN EE /M
REFHR o
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31. FINANCIAL RISK MANAGEMENT 3. eREREEEERBEK (&)
OBJECTIVES AND POLICIES (Continued)
Liquidity risk (Continued) RBES R (E)
The maturity profile of the Group's financial liabilities as AEBERBEBRZRE HNRITE TR
at the end of the reporting period, based on the TRABEINHERAT

contractual undiscounted payments, is as follows:

2018
—E-N\E
On demand
and less than
1 year
RERRK
PR—F
HK$'000
FERT

Trade payables =) ANE e 13,886
Financial liabilities included in other STAEMERAFIENESTERH
payables and accruals TRAE 25,198

39,084

2017
—T—+tF
On demand

and less than
1 year
RERR
DR—F
HK$'000
FHT

Trade payables 2 5 RIE 14,935
Financial liabilities included in other T AE M e RIA K AT B R
payables and accruals TRIBE 851

15,786
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31.

32.

174

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Capital management

The primary objectives of the Group's capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2018 and
2017.

EVENTS AFTER THE REPORTING PERIOD

(@) Pursuant to a written resolution of the
shareholders of the Company passed on 18
December 2018, a total of 299,620,000 shares of
HK$0.01 each were allotted and issued at par
value to the shareholders as of the date
immediately before the Listing Date on a pro rata
basis by way of capitalisation of HK$2,996,200
(the “Capitalisation Issue”) from the Company's
share premium account on the Listing Date.

(b) On the Listing Date, 100,000,000 new shares
were issued at a price of HK$1.25 per share in
connection with the Company’s initial public
offering on the Stock Exchange. The net proceeds
from the global offering, after deducting the
underwriting commission and related listing
expenses payable by the Company in the global
offering, is estimated to be approximately
HK$81.2 million.
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AEBEEAREEZ T ZERA/RERE
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AEEREECERANECRBBEED
RREHEREEARBERIELFE -
REFRABRERRE  AEEHEH
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MENHERRE - REBE_FT—N\F
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TR -

BEPEEH

@ WBEARARER=_Z—NF+=
A+ \BRBHNEERZRN LM
HEHi - & $£299,620,000 f% & i% =
B0.01 BRI D BB AR AR
57 5 (B BR 7P 192,996,200 7% 7T B 78
BN IR EE R IR L BT B K& 3%
TFEEZE T EHA 2 BRI
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33. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

Information about the statement of financial position of

B R RN ERE BRI BN KK

33. ARQFMBARREK

the Company at the end of the reporting period is as BRI
follows:
2018 2017
—E-N\E —T—F
HK$'000 HK$'000
FET FET
NON-CURRENT ASSET FREBEE
Investment in subsidiaries AR EPNGIE O = i -
CURRENT ASSETS REEE
Amount due from the ultimate JE U X 4R PR A% A B IR
holding company - 4
Amount due from a subsidiary JEUY — eI B A B FkIE 11 -
Prepayments, deposits and FENRIE ek
other receivables H b pE W SR8 18,897 =
Total current assets MEEERE 18,908 4
CURRENT LIABILITIES REEE
Amounts due to subsidiaries FEHI B A TR IE 13,649 -
Other payables and accruals H fth A< FRIE K FEET B 26,520 —
Total current liabilities mEBERE 40,169 -
NET CURRENT ASSETS/ REBEE (AE)FHE
(LIABILITIES) (21,261) 4
TOTAL ASSETS LESS CURRENT A& ERREERE
LIABILITIES (21,261) 4
Net assets/(liabilities) FEE/(AF) (21,261) 4
EQUITY Es
Share capital BN 4 4
Accumulated losses (note) ZHEE (M) (21,265) -
Total equity/(deficiency in assets) seE/ (BEBA) (21,261) 4

* The amount is less than HK$1,000.

YEUNG Lun Ching
B imia

Director

EF

WONG Kwan Lik

EH#H

Director

EZ

*

SRA1,00087T

REFERERAT /2018 F
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33. STATEMENT OF FINANCIAL POSITION OF 33. XA R REK (F)
THE COMPANY (Continued)

Note: B sE
A summary of the Company's accumulated losses is as follows: AARBREHEEHENT ¢
Accumulated
losses
RitEE
HK$'000
T T
At 1 January 2017, 31 December 2017 R-_E—+F—HF A8 —E—+F+-_A=+—H
and 1 January 2018 k=F—-N\F—A—H -
Total comprehensive loss for the year FREEEBERE (21,265)
At 31 December 2018 R N\FE+=-A=+—H (21,265)
34. APPROVAL OF THE FINANCIAL 34. #HtERKREK
STATEMENTS
The financial statements were approved and authorised MBHRERER=_ZTE—NF=A=1+7"H
for issue by the board of directors on 26 March 2019. KEEHE IR ERE -
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