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149,738 587,123 73,681 280,504
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1,897 7,438 1,886 7,180

23,614 92,591 - -
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(293.834) (1,152,126) (167.638) (638.199)
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$ 1,300,358 5,098,704 1,544,838 5,881,198

(1,284.414) (5.036,187) (1.468.119) (5.589.129)

15944 62,517 76,719 292,069
49,055 192,344 42,7704 162,574
(1,526)  (5,983) 19,580 74,541
(44.921) (176,135)  (44,113) (167,938)
(171,158)  (671,111) (177,582)  (676,055)
(31,530) (123,629)  (37,206) (141,643)
14,107 55,314 8,088 30,791
(32,436) (127,182)  (27,223) (103,638)
(97,643)  (382,858)  (28,000) (106,596)
984 3.858 - -

(315,068) (1.235,382)

(243.752) _(927.964)

(299,124) (1,172,865) (167,033)  (635,895)
(3,706) _ (14,531) _ (8,758) __ (33,341)
(302,830) (1,187.396) _(175,791) _ (669.236)
18 71 23 88

44208 173,340 - -
44226 173411 23 88
(7468)  (29.283)  (10,699)  (40,732)
(7468) _ (29.283) _ (10,699) __ (40,732)
36,758 144,128 _ (10,676) __ (40.644)
$_(266,072) (1,043,268) _(186,467) _ (709,880)
$ (187,435) (734,932) (105,798) (402,773)
(115,395) _ (452,464) _ (69.993) _(266.463)
$_(302,830) (1,187,396) _(175,791) _ (669,236)
$ (150,362) (589,569) (115,848) (441,033)
_(115,710) _(453,699) __ (70.619) _ (268.847)

$_(266,072) (1,043,268)

(186,467) _ (709.880)

$ (5.70) (0.22) (4.50) 0.17)
$ (5.70) (0.22) (4.50) 0.17)
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- - - - 23 - - - - 23 - 23
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- - - 491 - - - - (491) - (2,507) (2.507)
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- - - - - - - (7,153) - (7,153) (315) (7,468)
- - - - - - 44,208 - - 44208 - 44,208
- - - - 18 - - - - 18 - 18
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$ 499299 1,826,458 30,304 119,844 - 339,489 302,950 68,450  (1,753,124) 1,433,670 (359,647) 1,074,023
. - - - - y - - (402,773)  (402,773) (266,463)  (669,236)
- . - . - - - (38,348) - (38,348) (2,384) (40,732)
- - - - 88 § - - - 38 - 88
- - - - 88 - - (38.348) (402.773) (441,033) (268,847) (709.880)
748,948 102,739 - - X - - . 851,687 - 851,687
- . - - - - - - - y (161) (161)
- - - (99) - - - - - (99) - (99)
- - - 1.869 - - - - (1.869) - (9.544) (9.544)
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$ (299,124) (1,172,865) (167,033) (635,895)
4,524 17,739 4,719 17,965
26,050 102,142 29,154 110,989
32,436 127,182 27,223 103,638
2,346 9,199 (1,225) (4,664)
1,723 6,756 - -
- - (11,926) (45,403)
97,643 382,858 28,000 106,596

351 1,376 20,474 77,945
(21,202) (83,133) - -

(984) (3,858) - -
(5,500) (21,566) (2,057) (7,831)

163 639 156 594
1,526 5,983 (19,580) (74,541)
(8,586) (33,666) (1,598) (6,084)
(14,107) (55,314) (8,088) (30,791)
2247 8.810 157 598
118,630 465,147 65.409 249,011
(82,107) (321,941) 45240 172,229
137,787 540,264 (12,978) (49,407)
(71.163) (279.,030) 16,987 64.670
(15.483) (60,707) 49,249 187,492
(2,129) (8,347) (74,018) (281,786)
23,614 92,590 - -

33 129 103 392
21,518 84,372 (73.915) (281.394)
6.035 23,665 (24.666) (93.902)
124.665 488.812 40,743 155,109

(174,459) (684,053) (126,290) (480,786)
(5,599) (21,954) (11,391) (43,366)
5,500 21,566 2,057 7,831
(32.436) (127,182) (27.223) (103.638)

_(206,994) (811,623) (162.847) (619.959)
(1,963) (7,697) 14,421 54,901
9,078 35,595 11,789 44,881
97,396 381,890 - -
(13,356) (52,369) (35,860) (136,519)

@1 (161) (154) (586)
2,036 7,983 11,670 44,428
(292) (1,145) - -

. - (120) (45D

92.858 364.096 1,746 6,648
301,274 1,181,295 493,073 1,877,129

(233,774) (916,628) (499,066) (1,899,944)
(1,955) (7,666) (1,955) (7,443)

- - 223,716 851,687
(10,102) (39,610) 2,507) (9,544)
(384) (1,506) (42) (161)
55,059 215,885 213219 811,724
(646) (2,532) 4,235 16,123
(59,723) (234,174) 56,353 214,536
132,418 519211 76.065 289,579

$ 72,695 285,037 132,418 504,115

#- RE-OtFE+AZ+—BMBREAIMATE - B  RRAMBERABERESH  HURE—OtF+ -5 =+ — 8 2B RHKDS : NT$=1:

3.921)3E -

B REA-OXNE T A=+ —BHBEREAZFMATE - A BEAMERBEEHB L2  HAUARE-Ox$+—F=-+— B2 E£HKDS$ : NT$=1:

3.807)#HE -

EFR BB

RIEE I RAES

3

o
T

e




Mo =



=5

AT
(kP $REEREF %2
*R-OER{BR

B MEeERTR
107.12.31 106.12.31
wE® HeFERT HE B e FRT
- A BEE Z B B AR — AR Z BB
L3 BRl %Y S % ARLEmMGE) WEMHYSTE % _RRHNEE 0 %  WEHAWMGD HBEALHHSH %6
11xx HGEE
1100 RERVERSE $ 285,037 7 - 285,037 6 504,115 10 - 504,115 10
1170 FE AR HFER 1,125,414 27 - 1,125,414 26 883,589 18 - 883,589 18
1180 FE AR 3R — B4 ATHER 445,825 10 - 445,825 10 271,987 6 - 271,987 [
1200 BXIN 3 &3 435,351 10 (152,303) 283,048 7 255,184 5 (107,167) 148,017 3
130x E: 561,910 13 - 561,910 13 983,835 20 - 983,835 20
1412 At S 254 - - 254 - 621 - 489 Lie -
1461 HHEFAHARE - - - - - 370,787 8 (147.414) 223,373 6
1475 ERHEE 6442 - (6,442) - - 251 - @sb) - -
1476 EtBTA NG - - 6,442 6,442 - - - 251 251 -
1479 Aas R - - 152,303 152303 _ 4 - - 107,167 107,167 __ 3
b2 75 ¢ 20 2860233 __ 67 - 2860233 _ 66 3270369 _ 67 (146.925) 3,123,444 _ 66
15%% EHGHEE
1551 HAMBEZRE 265,844 6 - 265,844 6 225,850 5 - 225,850 5
1600 FEAE Mk RWH 389,873 9 - 389,873 9 570,456 12 - 570,456 12
1760 ARG EFH 587,123 i4 - 587,123 14 280,504 6 (33,316) 247,188 5
1780 BWEE 51,620 1 - 51,620 1 66,120 i - 66,120 1
1805 E:3 40,026 1 - 40,026 1 412,287 8 - 412,287 8
1840 BRAFREE 12339 - - 12,339 1 24,509 - 2,497 27,006 1
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CHAIRMAN'S LETTER TO SHAREHOLDERS

TR RRE

Dear shareholders of the Company (the “Shareholders”),

On behalf of the board (the “Board”) of the directors (the “Directors”) of
Sandmartin International Holdings Limited (the “Company’, together with its
subsidiaries collectively referred to as the “Group”), | am pleased to present the
annual results of the Group for the year ended 31 December 2018.

The year of 2018 was challenging to the Group as our financial results
underperformed due to various factors. The Group streamlined its structure
by rationalizing its manufacturing segment to improve the utilization rate
and efficiency of staff, which included the outsourcing of certain production
processes to external service providers and the termination of production lines
with low efficiency. The Group downsized the manufacturing segment to save
production cost and to reduce internal headcount. For the media segment, the
satellite TV broadcasting business was broadening its subscriber base to attain
a breakeven level. Dish Media Network Limited (‘Dish Media"), the largest pay
television operator in Nepal and a 47.12%-owned associate of the Company,
secured a customer base exceeding a million subscribers and generated
strong demand for our set-top boxes which in turn provided support to the
development of the media entertainment platform related products segment
of the Group. Dish Media also recorded positive revenue growth for the last
5 years. Nevertheless, although the Group is in the process to dispose of its
interests in My HD Media FZ-LLC (“MyHD"), a 51%-owned subsidiary of the
Company, prior to the disposal and during the year ended 31 December
2018, the media segment in the Middle East region has been suffering from
significant losses, which adversely impacted the overall financial performance
of the Group for the year ended 31 December 2018. On the other hand,
the Group struggled with the changes in product mix to cater for the latest
market appetites and the ongoing competition from other original equipment
manufacturers, especially those from the People’s Republic of China (the “PRC").
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CHAIRMAN'S LETTER TO SHAREHOLDERS (Continued)

TRBRRBES &

The Group has also completed its restructuring within the year ended 31
December 2018 by redefining the original workflow of its manufacturing
activities. The Group invited its suppliers to relocate their individual production
facilities as tenants in the Group’s industrial park located in Zhongshan, the
PRC. As a result, our suppliers were also our tenants, thus aligning our business
interests to a certain extent. To save our production costs and reduce our
headcount, certain workflows of our manufacturing activities were outsourced
to these suppliers as well. Besides, in order to mitigate the impact of the
possible trade conflict between the PRC and the United States (the “US”), which
could definitely jeopardize the Group’s export to the US by means of excessive
duties and tariffs, the Group strengthened its supply chain management by
encouraging our suppliers to establish new production facilities in Vietnam
or Taiwan to cope with the production orders of parts and accessories of
our products, serving the purpose of avoiding the tariffs imposed by the US
on products from the PRC. In anticipation of the booming and progressive
digitalization of the pay television market in India and to diversify our capacities
and market coverage, we also strived to relocate certain manufacturing
workflows to India by establishing local production facilities and securing a

foothold in the India market.

During the year ended 31 December 2018, the Group continued to
invest in the satellite TV broadcasting business which is correlated to our
manufacturing and trading of electronic products business. The satellite TV
broadcasting business in the Middle East was still developing its customer
base by purchasing high quality television contents and offering promotional
packages to attract new subscribers, which incurred substantial amounts of
programming and marketing costs inevitably. Since the subscription of new
customers of GOBX (being the project in Saudi Arabia launched by MyHD
in collaboration with Middle East Broadcasting Center (“MBC"), a renowned
broadcaster in the Middle East, was slower than expected as a result of political
instability in Saudi Arabia, the Group revised the projected breakeven of MyHD
to 2020. Given the high running costs-per-subscriber before the subscription
revenue achieved the breakeven point, the Group recorded a segment loss of
HK$228,346,000 from the satellite TV broadcasting segment for the year ended
31 December 2018. After taking the above factors into consideration, the
Group entered into a conditional agreement with an independent third party
for the disposal of its 51% interest in MyHD in December 2018. It is believed
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CHAIRMAN'S LETTER TO SHAREHOLDERS (Continued)

Eﬁﬁﬂﬂ%#&ﬂ:(,.é

that the disposal could relieve the Group from the heavy financial burden of
providing further financial assistance to MyHD, thus improving our financial
performance. Accordingly, the Group will be able to reallocate more internal
financial resources to our manufacturing businesses so as to generate a higher
revenue for the Shareholders.

On 5 May 2017, the Company received an originating summons against the
Company under action number HCMP 1044/2017 in the High Court of Hong
Kong (the “High Court”) for inspecting and making copies of documents
in connection with the open offers announced on 24 October 2016 and 20
March 2017 and our investment projects. The Company received a related
order granted by the Court of Appeal of Hong Kong on 15 May 2018 under
action number CACV 240/2017, ordering that the appeal against the court
order dated 17 October 2017 be dismissed and all costs of and occasioned by
the appeal be to the Plaintiff. On 6 July 2017, the Company received a petition
dated 5 July 2017 against the Company and other parties under action number
HCCW 207/2017 for the winding-up of the Company. Finally, the High Court
granted an order on 7 January 2019 that the petition presented on 5 July 2017
be dismissed. Since the above actions have come to an end, the management
of the Group will be able to concentrate their time and effort on our business

operation, which is certainly beneficial to the Group.

Going forward, the Company believes that the growth of the Group will
depend on business opportunities arising from new 5G peripherals and related
products. In anticipation of such business opportunity, the Group's research
and development team is developing new 5G related products with reference
to the market trend, such as small cell technology and networks. New products
under development include next generation radio frequency and antenna
products. The Group's research and development team is working on these
products in the research center in Hsinchu, Taiwan. Hopefully, the Group'’s new
5G related products will bring about more business opportunities as well as
revenue and profits.
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CHAIRMAN'S LETTER TO SHAREHOLDERS (Continued)

TRBRRBES &

Looking ahead, given the restructuring of our operation by focusing on the
manufacturing segment and the launch of new products, including retractable
chargers, we are optimistic on the future development of the Group despite
the uncertain impact to be brought about by the possible trade conflicts
between the PRC and the US in the coming year. The Group has been
distributing quality products for the pay television industry across the globe
for three decades. We are committed to strengthening our brand name with
enhanced brand management strategies for the purpose of creating the
greatest value for our Shareholders.

However, in addition to elevated geo-political and geo-economic tensions,
disputes on international trade arising from protectionism are yet to be settled
through negotiations, thereby clouding the general economic landscape
with uncertainties and financial risks. Given these volatilities and challenges,
the Group will make every endeavour to identify business opportunities with
promising potential in the manufacturing segment or even other sectors so as
to diversify our income source to weather the possible adverse cycle. With the
dedicated management and execution capabilities of our top management
team, the Group remains confident in seizing the opportunities amidst the
challenging landscape.

All in all, we are thankful for the patience and continuous support from
our dedicated employees, the management, invaluable business partners,
Shareholders and investors. We look forward to sharing the rewards ahead with
you.

Lau Yau Cheung
Chairman
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS

FEMEBELREEEN WEDN

FINANCIAL HIGHLIGHT AND BUSINESS OVERVIEW

The Group recorded a significant decrease in gross profit from 4.97% for the
year ended 31 December 2017 to 1.23% for the year ended 31 December 2018
due to the subscription revenue of the satellite TV broadcasting segment not
being able to cover the substantial amount of the programming costs incurred
for the satellite TV broadcasting business. Programming costs included
payment for content fees, renting satellite channels and transponders and
purchase of set-top boxes. The gross profit margin of the Group excluding the
satellite TV broadcasting segment slightly decreased from 13.29% for the year
ended 31 December 2017 to 11.56% for the year ended 31 December 2018

MEDIA ENTERTAINMENT PLATFORM RELATED
PRODUCTS

In 2018, the Group’s media entertainment platform related products segment
faced a fierce market competition from other set-top box manufacturers in
the PRC. In response to the fierce market competition and the surge in raw
material prices, the Group explored new business opportunities in other
locations, such as South Asia; and redesigned the set-top boxes and ancillary
chargers to reduce material costs. With the strong demand of set-top boxes
from Dish Media, the revenue of this segment was able to increase by 44.05%
as compared with the year ended 31 December 2017.

—  Segment revenue of media entertainment platform related products

was approximately HK$341,714,000 (2017: HK$237,214,000).

—  Segment results from operations were approximately HK$28,771,000
(2017: HK$30,868,000).

—  Segment margin was 8.42% which was decreased by 4.59 percentage-
point as compared with segment margin of 13.01% in 2017.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EHHE NEEEN W ED T #E)

Outlook

The market competition is fierce due to the direct competition from other set-
top box manufacturers in the PRC, and the surge in raw material prices which
reduced the profit margin of the products. The Group is exploring new markets
for its set-top boxes, such as customers in South Asia and East Europe and
will leverage its existing distribution channels for the cross-selling of “Philips”
brand licensed products in India. Meanwhile, the Group is redesigning its set-
top boxes to reduce the material costs so as the impact from the surge of raw
material prices. The China-United States trade war is not expected to have
material adverse impact on this segment as the Group does not have set-top

boxes customers in the US.

OTHER MULTIMEDIA PRODUCTS

In 2018, although the market competition remained intense, we have
enhanced our product portfolio and reduced the product costs by outsourcing
and supply chain integration, so the Group’s other multimedia products
segment was able to maintain its profitability. Major products of this segment
included high definition multimedia interface ("HDMI") cables, multimedia
accessories, external batteries, retractable chargers and wireless mobile phone
chargers for vehicles. Segment results increased by 41.33% due to the increase
in profit margin for the electronic products amidst the fierce competition in
the industry.

—  Segment revenue of other multimedia products was approximately
HK$293,067,000 (2017: HK$260,280,000).

—  Segment results from operations were approximately HK$25,912,000
(2017: HK$18,335,000).

—  Segment margin was 8.84% which was increased by 1.80 percentage-
point as compared with the segment margin of 7.04% in 2017.

Outlook

We are enhancing our product portfolio and developing new businesses. New
products, such as retractable chargers and wireless mobile phone chargers
have been launched to the market since the second half of 2018. The China-
United States trade war has some impact on this segment as some of the
customers are in the US. We are trying to minimize the impact by sourcing

from suppliers outside the PRC, such as India and Vietnam.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EXHHE NEEEN W ED T #E)

SATELLITE TV EQUIPMENT AND ANTENNA PRODUCTS
Low noise blocking down converters (“LNB”) are receiving devices mounted on
satellite dishes used for reception, which collect microwaves from the satellite
dishes and facilitate the transmission of satellite television signals. Due to the
change of business strategy by one of the major customers of this segment,
this customer decided not to place further orders for the latest model of LNBs
after the completion of their delivery in the first half of 2018, but switched
to a preceding model of LNBs. As it took time for the Group to resume the
production of the preceding model of LNBs, this contributed to the decrease in
revenue in 2018. In the fourth quarter of 2018, the Group resumed the delivery
of LNBs to this customer. Hence, the revenue of this segment showed a 34.39%

decrease compared with the year ended 31 December 2017.

—  Segment revenue of satellite TV equipment and antenna products was
approximately HK$643,167,000 (2017: HK$980,263,000).

—  Segment results from operations were approximately HK$47,958,000
(2017: HK$106,425,000).

—  Segment margin was 7.46%, decreased by 3.40 percentage-point as
compared with the segment margin of 10.86% for the year ended 31
December 2017.

Outlook

For the year of 2018, the profitability of this segment showed a decline. Apart
from the sales of LNBs to the customers in North America, we are exploring
business opportunities in other areas such as cross-selling LNBs to other
existing customers of the Group in South Asia. The China-United States trade
war has some impact on this segment as some of the customers are in the US.
We are trying to minimize the impact by relocating some productions to India

and sourcing from suppliers outside the PRC.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EHHE NEEEN W ED T #E)

SATELLITE TV BROADCASTING

The significant loss from operations in this segment was due to the high
running costs-per-subscriber before subscription revenue reached break-
even. The satellite TV broadcasting business had to build up customer bases
by purchasing high quality and highly demanded television content and
promoting them to new subscribers. It incurred substantial amounts of
programming costs including payment for content fees, renting satellite
transponders, purchase of set-top boxes and payment for dealers’ commission
for marketing and promotion.

—  Segment revenue of satellite TV broadcasting was approximately
HK$22,410,000 (2017: HK$65,862,000).

—  Segment losses from operations were approximately HK$228,346,000
(2017: HK$147,971,000).

—  Segment loss margin was 1,018.95% which is increased by 794.28
percentage-point as compared with 224.67% for the year ended 31
December 2017.

Outlook

The growth in the subscriber base of MyHD was low despite having poured
large amount of resources in this segment by the Group. Having made due
and careful consideration of the uncertainty of future profitability of MyHD and
the heavy financial burden of the Group, the Board decided to dispose all the
Company's interest in MyHD. On 31 December 2018 after trading hours of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”), Health General
Limited (a wholly-owned subsidiary of the Company, the “Vendor”) and Mr.
Chen Yaoning (the “Purchaser”) entered into an agreement (the “Agreement”)
pursuant to which the Vendor has conditionally agreed to sell, and the
Purchaser has conditionally agreed to purchase the entire issued share capital
of Speed Connection Group Limited (the “Target Company”), at the nominal
consideration of USS1 with effect from 1 January 2019 (the “Transaction
Date”). The Target Company is a wholly-owned subsidiary of the Company and
at the date of the Agreement, the Target Company indirectly held 51% equity
interest in MyHD.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EXHHE NEEEN W ED T #E)

The Vendor and the Purchaser have agreed that subject to completion of the
disposal of the Target Company (“Completion”), the Purchaser shall assume
all rights, liabilities and obligations of the Target Company and its subsidiaries
(the "Target Group") arising or accruing on and after the Transaction Date.
Accordingly, if Completion takes place, the Target Group shall cease to be
subsidiaries of the Company with effect from the Transaction Date and as a
result, the financial results of the Target Group shall no longer be consolidated
into the financial statements of the Group with effect from the Transaction
Date and the Group shall cease to recognize the results of the satellite TV

broadcasting segment.

GEOGRAPHICAL RESULTS

AFRICA

—  Segment revenue of Africa for the year ended 31 December 2018
was approximately HK$6,659,000, compared with the year ended 31
December 2017 which was approximately HK$12,973,000.

—  48.68% decrease in segment revenue compared with the year ended 31
December 2017.

—  Africa shares 0.51% total revenue of the Group for the year ended 31
December 2018 (2017: 0.84%).

ASIA

—  Segment revenue of Asia for the year ended 31 December 2018 was
approximately HK$347,074,000, compared with the year ended 31
December 2017 which was approximately HK$176,252,000.

—  96.92% growth in segment revenue compared with the year ended 31
December 2017.

—  Asia shares 26.69% total revenue of the Group for the year ended 31
December 2018 (2017: 11.41%).
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EUROPE

Segment revenue of Europe for the year ended 31 December 2018
was approximately HK$200,402,000, compared with the year ended 31
December 2017 which was approximately HK$198,355,000.

1.03% growth in segment revenue compared with the year ended 31
December 2017.

Europe shares 15.41% total revenue of the Group for the year ended 31
December 2018 (2017: 12.84%).

MIDDLE EAST

Segment revenue of Middle East for the year ended 31 December 2018
was approximately HK$48,230,000, compared with the year ended 31
December 2017 which was approximately HK$96,091,000.

49.81% decline in segment revenue compared with the year ended 31

December 2017.

Middle East shares 3.71% total revenue of the Group for the year ended
31 December 2018 (2017: 6.22%).

NORTH AMERICA

Segment revenue of North America for the year ended 31 December
2018 was approximately HK$679,903,000, compared with the year ended
31 December 2017 which was approximately HK$1,000,050,000.

32.01% drop in segment revenue compared with the year ended 31
December 2017.

North America shares 52.29% total revenue of the Group for the year
ended 31 December 2018 (2017: 64.73%).
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SOUTH AMERICA

—  Segment revenue of South America for the year ended 31 December
2018 was approximately HK$15,108,000, compared with the year ended
31 December 2017 which was approximately HK$59,491,000.

—  74.60% drop in segment revenue compared with the year ended 31
December 2017.

—  South America shares 1.16% total revenue of the Group for the year
ended 31 December 2018 (2017: 3.85%).

Outlook

As our business in Europe, North America and Asia have continued to attain
good performance and share majority of our Group's revenue, therefore we
shall focus on these regions in future.

DISPOSAL OF ALL INTERESTS IN MYHD AND
CONTINUATION OF LOANS AND GUARANTEE

Reference is made to the announcement of the Company dated 31 December
2018 (the “Announcement’). On 31 December 2018 after trading hours of the
Stock Exchange, the Vendor and the Purchaser entered into the Agreement
pursuant to which the Vendor has conditionally agreed to sell, and the
Purchaser has conditionally agreed to purchase the entire issued share capital
of the Target Company, at the nominal consideration of US$1 with effect from
the Transaction Date.

The Target Company is a wholly-owned subsidiary of the Company and
indirectly holds 51% interests in MyHD. As at the date of the Agreement, there
were existing loans in the aggregate amount of US$80,091,342.23 (the “Existing
Loans”) owing by the Target Company and/or MyHD (as the case may be) to
the Company and/or SMT Hong Kong Limited (a wholly-owned subsidiary of
the Company) ("SMT") (as the case may be). The Vendor had agreed with the
Purchaser under the Agreement to procure that the Existing Loans shall continue
to be advanced by the Company or SMT (as the case may be) to the Target
Company and/or MyHD (as the case may be) under the existing arrangements
notwithstanding Completion taking place. It is also the current intention of the
Vendor and the Purchaser that the letter of guarantee dated 30 October 2016
given by the Company in favour of MyHD (the “Guarantee”) shall continue
for the time being after Completion. It is expected that the maximum amount
payable by the Company under the Guarantee would not exceed US$2,600,000.
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BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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The Vendor and the Purchaser have agreed that subject to Completion,
the Purchaser will assume all rights, liabilities and obligations of the Target
Group arising or accruing on and after the Transaction Date. Accordingly, if
Completion takes place, the Target Group will cease to be subsidiaries of the
Company with effect from the Transaction Date and as a result, the financial
results of the Target Group will no longer be consolidated into the financial
statements of the Group with effect from the Transaction Date.

The Group has been experiencing heavy financial burden and has been
obtaining borrowings from financial institutions for its daily operation. Given
the uncertainty of the future profitability of the Target Group and if the Group
intends to keep MyHD and to have sufficient funding for its operation, then
the Group will need to provide further financial assistance to the Target Group
before subscription revenue of the Target Group is expected to breakeven in
2020. As such, the Disposal will relieve the Group from the provision of further
financial assistance to the Target Group. The Directors are of the view that the
Disposal will relieve the financial burden of the Group.

The Vendor had agreed with the Purchaser under the Agreement to procure
that the Existing Loans shall continue to be advanced by the Company or SMT
(as the case may be) to the Target Company and/or MyHD (as the case may be)
under the existing arrangements notwithstanding Completion taking place.
Such arrangement confers the right to the Company or SMT (as the case may
be) to receive the payments for the Existing Loans from the Target Company
and/or MyHD (as the case may be) when the financial positions of the Target
Company and/or MyHD (as the case may be) improve and have sufficient cash
to settle the Existing Loans.

It is the current intention of the Vendor and the Purchaser that the Guarantee
shall continue for the time being after Completion. Such arrangement will
enable MyHD to secure continuing supply of television contents from MBC FZ
LLC which is one of the foundations for the normal operation of MyHD and is
essential for the Completion of the Disposal.

BEFTEBENRAE FEREER B RKAER
BERERR SRR EKMEERET A E
MoBERRET -FH MEXEE MEESE
B ITBAARAZMBAR BXZHMEL
Mo BAN BESEZMBREKTBRAE
B zHMBEHRRAGEAR BRXRZAMELR -

AEB-BEEANENBKEE - BERFHEH
BRGBEENESERTEE ENEREERX

REFNEDZTIEEE  BEMASEERRE
Wmihﬁi%ﬁ@%ﬁﬁM A K & #
FENEREEBRNE_ZT_THFIBKEER

%i$mwﬂ§%%lkﬁL*i%%§%°ﬁ
- HEFEKEHRAKRELN B RERBEREMfE
SHBER ARBDEFERA HEFHEFRE
AEBMTBEE-

BEZKCEE BEHFCREZMBERESDE
REAQARXEBHEETIBERAME)EEEL
HEERBEZRE K&/ HMHD (R F 15 R M E)
BBEEER - ﬁﬁ'ﬁ;ﬂ#ﬁ%ﬂxﬁﬂﬁﬂﬁﬂ&
(RTFERME)ENE B ZEAR K EMHD (IR
TERME) U BERRAAELHEEEHBEEE
HIBEERE A BERQ A K& EMyHD (18 TR
iE) WEIR B B R 25K -

BERHEBRFBEAERE  BRENTHREGRIFE -
B BE K FEMyHDA] 4R 2 2R BEMBC FZ LLCZ &
BABREHEHRE  EAWHDHEEE 2 EMz—
HEEFTBE I EREHEES -

2018 Annual Report / Sandmartin International Holdings Limited 15
2018 F i/ BF T BHEIZERBR AR



BUSINESS OVERVIEW AND MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
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At the date of approval of this report, the circular containing, among other
things, the (i) details of the Disposal, the Existing Loans, the Guarantee and
the Agreement; (i) a notice of the SGM; and (jii) other information as required
under the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) is pending to be dispatched to the Shareholders.

DISPOSAL OF INVESTMENT PROPERTIES

On 19 December 2017, the Group entered into the preliminary agreement
with Eastern Beauty Global Limited for the sale and purchase of the office
properties in Hong Kong (the “Property”) at a consideration of approximately
HK$97,396,000 (the “Disposal of Investment Properties”). Details of the
Disposal of Investment Properties are set out in the announcement of the
Company dated 19 December 2017.

Starting from November 2013, the Property was classified as investment
property of the Group and was leasing out to generate rental income. The
Company had the intention to dispose of the Property since mid of February
2017 because the Group has been experiencing heavy financial burden.
Having regard the market conditions and the financial performance of the
Group, the Directors are of the view that the Disposal of Investment Properties
represented a good opportunity for the Group to realise its investment in the
Property for a reasonable return and to reduce the financial burden of the
Group by repayment of the borrowings to the financial institutions.

The Disposal of Investment Properties was completed on 28 March 2018 and
the net proceed of HK$97,346,000 from the Disposal of Investment Properties
(net of transaction cost of HK$50,000) were used for repayment of borrowings

and as general working capital of the Group.
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FINANCIAL REVIEW
81 %5 [0l A

REVENUE

Revenue for the year ended 31 December 2018 was approximately HK$1,300.4
million, representing a decline of 15.82% compared with HKS$1,544.8 million for
the year ended 31 December 2017. The decrease in revenue was mainly due
to the underperformance of the Group’s satellite TV equipment and antenna
products segment during the year.

LOSS ATTRIBUTABLE TO OWNERS OF THE COMPANY
Loss attributable to Shareholders was approximately HK$187.4 million for the
year ended 31 December 2018 representing an increase of 77.13%, compared
with approximately HK$105.8 million for year ended 31 December 2017.
The loss mainly arose from the loss absorbed from the Group's satellite TV
broadcasting segment as the subscription revenue was not able to cover the
programming costs of the satellite TV broadcasting.

LOSS PER SHARE

Calculation of basic loss per share for the year ended 31 December 2018 was
based on the loss attributable to Shareholders and the weighted average
number of 3,278,825,335 (2017: 2,352,317,330) ordinary shares in issue during
the year. Basic loss per share was 5.7 HK cents for 2018, as compared with 4.5
HK cents for the year ended 31 December 2017.

FINANCE COSTS

The Group's finance costs for the year ended 31 December 2018 was
approximately HK$32.4 million, compared to approximately HK$27.2 million for
the year ended 31 December 2017. The increase in finance costs was mainly
due to the increase in the average interest rates in banks and other borrowings
and the increase in banks and other borrowings to finance MyHD during the
year of 2018.

INCOME TAX EXPENSE

Income tax for the year ended 31 December 2018 was approximately HKS$3.7
million (for the year ended 31 December 2017: approximately HK$8.8 million).
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FINANCIAL REVIEW (Continued)
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NET ASSET VALUE PER SHARE

Calculation of net asset value per share was based on the net asset value of the
Group of HK$34.1 million (2017: HK$316.8 million) and 3,278,825,335 ordinary
shares issued at 31 December 2018 (2017: 3,278,825,335 ordinary shares). Net
asset value per share at 31 December 2018 was HK$0.01 (2017: HKS0.097).

LIQUIDITY AND FINANCIAL RESOURCES

At 31 December 2018, an overall cash and cash equivalent of the Group was
HKS$72.7 million (2017: HK$132.4 million). The Group’s major financial resources
derived from cash generated from financing activities and investing activities.

The Group's current ratio (ratio of current assets to current liabilities) was 0.73
at 31 December 2018 (2017: 0.93).

As at 31 December 2018, the Group's total borrowings were approximately
HKS$466.5 million (2017: HK$402.4 million). The gearing ratio (total borrowings
over total assets of the Group) increased from 31.25% at 31 December 2017 to
42.55% at 31 December 2018

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2018, the Group’s general banking facilities including bank
loans and other borrowings were secured by the following assets of the Group:
(i) bank deposits of HKS1.6 million; (i) property, plant and equipment with a
carrying value of HK$30.7 million; (iii) investment properties of HK$149.7 million;
(iv) trade receivables of HK$56.3 million; (v) inventory of HK$55.9 million; and (vi)
pledge of the Company’s interests in Pro Brand Technology, Inc.

HUMAN RESOURCES

As at 31 December 2018, the Group employed a total of 777 (2017: 1,526) full-
time employees. Employees are remunerated according to their performance
and responsibilities. Employees of the Group receive training depending on their
scope of work, especially those training relating to workplace health and safety.

*  Foridentification purpose only
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FINANCIAL REVIEW (Continued)
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FOREIGN EXCHANGE EXPOSURE

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

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities at 31 December
2018 (2017: Nil).

LITIGATIONS

HCMP 1044/2017

The Company was served an originating summons under section 740 of the
Companies Ordinance (Cap.622) (the “Summons”) on 5 May 2017 filed by Fung
Chuen as the plaintiff (the “Plaintiff’) against the Company as the defendant
under action number HCMP No.1044/2017 in the High Court of Hong Kong
(the “Court”). Details of the Summons are set out in the announcement of the
Company dated 5 May 2017.

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

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

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

(i) The Plaintiff and his authorised agent be authorised to inspect and make
copies of the documents in relation to the open offers announced by
the Company on 24 October 2016 and 20 March 2017 respectively.
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Pursuant to the order of the Court dated 17 October 2017 (the “Order dated
17 October 2017"), it was ordered that the Company shall produce to the
Plaintiff those documents listed in the schedule of the Order dated 17 October
2017. On 27 October 2017, the Company filed a notice of appeal (the “Notice
of Appeal”) to the Court for a stay of execution of the Order dated 17 October
2017 pending the final determination of the appeal.

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

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

At the hearing held on 17 April 2018, the appeal of the Stay Application under
action number CACY 240 of 2017 by the Company was dismissed by the Court
of Appeal of Hong Kong and the costs of the Stay Application was awarded
to the Plaintiff. On 11 May 2018, the Company had complied with the Order
and produced the documents as listed in the schedule of the Order dated 17
October 2017 to the Plaintiff.
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HCCW 207/2017

On 6 July 2017, the Company was served a petition for winding-up dated 5
July 2017 (the “Winding-Up Petition’) filed by Fung Chuen (the “Petitioner”)
against the Company, Mr. Hung Tsung Chin (the “2nd Respondent”’) and
Ms. Chen Mei Huei (the “3rd Respondent”) in the proceedings HCCW
No0.207/2017.

Pursuant to the Winding-Up Petition, the Petitioner petitioned for (i) an order
that the Company be wound up by the Court under section 327(3)(c) of the
Companies (Winding-Up and Miscellaneous Provisions) Ordinance (Cap.32)
(the “CWUMPQ") of the Laws of Hong Kong; (i) an order that a liquidator be
appointed by the Court to investigate into the affairs of the Company upon the
winding-up of the Company; (iii) an order that the 2nd Respondent and/or the
3rd Respondent do account to the Company for such payments or dispositions
which they had procured to be made for their own benefit and/or for the
benefit of entities substantially owned or controlled by them and/or other than
for the Company’s proper purpose and operation of its business; (iv) an order
that costs of the Petitioner and the Company be paid by the 2nd Respondent
and the 3rd Respondent; and (v) such other order as the Court thinks fit and
appropriate.

On 10 July 2017, a summons to apply for a validation order was issued by
the Company, 2nd and 3rd Respondents. At the hearing held on 17 August
2017, a validation order was granted by the Court on the terms as follows: the
following disposition of property and transfer of shares of the Company (the
“Shares”) shall not be void by virtue of the provisions of section 182 of the
CWUMPQ: (a) payment made (or to be made) into and out of the Company’s
bank account in the ordinary course of business of the Company between the
date of presentation of the Winding-Up Petition and the date of judgment on
the Winding-Up Petition; (b) disposition of property of the Company made (or
to be made) in the ordinary course of business for proper value between the
date of presentation of the Winding-Up Petition and the date of judgment
on the Winding-Up Petition; and (c) allotment and issuance of 1,967,295,201
Shares pursuant to the open offer announced by the Company on 20 March
2017 and use of the proceeds therefrom by the Company. The Court has also
ordered the Petitioner to pay the costs of the validation order to the Company
and the 2nd Respondent and the 3rd Respondent (the “Respondents”).
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On 30 August 2017, the Company applied for another validation order under

section 182 of the CWUMPO, which provides that any transfer of the Shares

shall not be void by virtue of the said section. The validation order was also
granted by the Court on 25 October 2017.

On 4 December 2017, the Company filed and served its points of defence.

At the case management hearing held on 25 April 2018, the Court made an
order that:

22

the Petitioner, the Company, the 2nd Respondent and the 3rd
Respondent (collectively the “Winding-Up Petition Parties”) do file and
serve their respective list of documents within 42 days after the date
thereof, with inspection to be conducted within 7 days thereafter;

the Winding-Up Petition Parties do file and exchange signed witness
statements as to fact within 70 days thereafter, i.e. by 22 August 2018;

the Winding-Up Petition Parties do file and exchange such witness
statements in reply (if any) within 28 days thereafter, i.e. by 19 September
2018;

the witness statements filed with the Court do stand as evidence-in-

chief unless the trial judge directs otherwise;
the Winding-Up Petition Parties shall obtain counsel’s advice (if

necessary) by 28 November 2018; and all interlocutory applications if so
advised, shall be taken out within 42 days thereafter;

the Winding-Up Petition Parties shall attend a case management hearing
on a date to be fixed in consultation with counsel’s diaries not earlier
than September 2018 with 30 minutes reserved;

there be liberty to apply; and

costs be in the course.
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On 27 September 2018, the Winding-Up Petition Parties filed and exchanged

the witness statements.

At the case management hearing held on 25 October 2018, the Court made an

order that:

1.

the time for the exchange of the witness statement in reply by the
Petitioner be extended to 5:00 p.m. on 30 November 2018;

leave be given to the Winding-Up Petition Parties to set down the matter
for trial, with an estimate of 2 days before a bilingual judge;

subject to the direction of the trial judge, witness statements of the
Winding-Up Petition Parties are to stand as evidence-in-chief;

there be a pre-trial review 2 months before the trial is due to commence;

the Winding-Up Petition Parties are to agree on English translation, or
obtain certified English translation of such documents in Chinese as may

be necessary;

the Respondents are to lodge the trial bundles with the Court 2 weeks
before the trial;

written opening submissions and list of authorities of the Petitioner
be lodged and served on all the other Winding-Up Petition Parties 7
working days before the trial;

written opening submissions and lists of authorities of the Respondents
be lodged and served on all the other Winding-Up Petition Parties 3

working days before the trial;

any application for time be made before 5:00 p.m. on 26 November
2018; and

costs be in the cause.
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After an amicable negotiation with the Petitioner, on 21 December 2018,

the Company, the Petitioner, the 2nd Respondent and the 3rd Respondent,

without admission of any liability, entered into a settlement agreement (the

“Settlement Agreement”). Pursuant to the Settlement Agreement, the

Winding-Up Petition Parties have agreed to a full and final settlement of all the
disputes of and in the relation to the proceedings in HCCW 207/2017, HCMP

1044/2017 and CACV 240/201

7 (the "Proceedings and Disputes”).

The principal terms of the Settlement Agreement are as follows:

(@)

24

the Company shall, within 7 days from 21 December 2018, pay the sum
of HK$1,800,000 (the “Sum”) to the Petitioner in full and final settlement
of all disputes, claims, or potential claims, in or arising out of or in
connection with the Proceedings and Disputes;

the Petitioner shall execute a consent summons with the Company
for the dismissal of the Winding-Up Petition with no order as to costs
(the “Consent Summons”), and an undertaking not to take any action
against the Company and/or the existing or former Directors in relation
to the Proceedings and Disputes (the “Undertaking”);

the Winding-Up Petition Parties agree and acknowledge that the
payment of the Sum by the Company shall be in full and final settlement
of all disputes, claims, actions, interests or costs among the Winding-
Up Petition Parties, including those in the Proceedings and Disputes,
accrued before and/or after 21 December 2018. Each Winding-Up
Petition Party shall bear his own legal costs of and incidental to the
negotiation, preparation, execution and carrying into effect of the
Settlement Agreement; and

upon the performance of the Settlement Agreement, the Winding-Up
Petition Parties irrevocably and unconditionally fully and forever release
and discharge each other from and waive any and all claims, demands,
actions, causes of actions, contracts, obligations, debts, costs or liability
of any kind, whether direct or indirect, known or unknown, foreseen
or unforeseen, prospective or contingent or actual, present or future,
arising or capable of arising out of, or in any way connected with the
Proceedings and Disputes, including those accrued before and/or after
21 December 2018
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As at 21 December 2018, the Petitioner had executed the Consent Summons
and the Undertaking.

Upon the joint application of the Petitioner, the Company and the 2nd and 3rd
Respondents by way of consent summons dated 21 December 2018, the Court
had granted an order on 7 January 2019 that:

1. the Winding-Up Petition presented on 5 July 2017 be dismissed;

2. the costs of the Official Receiver be deducted from the deposits and the
balance be returned to the Petitioner; and

3. there be no order as to costs in the action, including the Consent
Summons application.

A sealed copy of the said order was received by the Company on 17 January
2019. At the date of approval of this report, there is no outstanding winding-up
petition against the Company.

ARBITRATION

On 29 September 2011, the Group entered into a conditional agreement (the
“Conditional Agreement”) with an independent individual third party (the
“Original Shareholder”) and Technosat Technology JLT FZE (“Technosat”,
a company incorporated in Dubai, which was wholly owned by the Original
Shareholder), to subscribe for 375 new shares in Technosat at a cash
consideration of US$7,500,000 (equivalent to HK$58,170,000), amounting to
15% of Technosat's enlarged capital. Technosat is set up to be engaged in
operation of digital TV and radio platform, pay TV channel, and sales and supply
of TV set top boxes.
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As at 30 June 2012, the Group had paid a deposit of US$2,500,000 (equivalent
to HK$19,467,000) to Technosat to acquire new shares in Technosat which
was fully provided for impairment in the financial year ended 30 June 2012.
Pursuant to the terms of the Conditional Agreement, the Group is required to
pay a further sum of US$5,000,000 in relation to the subscription of this 15%
equity interest in Technosat. The subscription is not yet completed up to the
date of approval of this report as the conditions precedent of the subscription
of new shares in Technosat including the consent and approval by government
authority in Dubai have not been fulfilled.

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

On 21 January 2013, the legal counsel of the Original Shareholder and
Technosat served a notice to the Group’s legal counsel for a claim on the
further payment of US$5,000,000 in relation to the subscription of this 15%
equity interest in Technosat. The Group's legal counsel has replied on behalf
of the Group on 11 February 2013 in response to the claim of the Original
Shareholder and Technosat defending the claim as the Directors consider such
claim invalid, as the conditions precedent of the subscription of new shares in
Technosat had not been fulfilled and constituted a breach of the Conditional
Agreement.

The Group's legal counsel had repeatedly requested the Original Shareholder
and Technosat to commence the next step of the mediation process, but
there has been no satisfactory response from the legal counsel of the Original
Shareholder and Technosat up to the deadline set by August 2014. At the date
of approval of this report, the Group’s legal counsel confirmed that there was
no update on the arbitration.
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CORPORATE GOVERNANCE REPORT
TERERRE

The Group continues to improve its corporate governance practices,
emphasizing the attainment and maintenance of a quality Board, sound risk
management and internal controls, and high transparency and accountability
to the Shareholders. The Board and the management are committed to
the principles of good corporate governance consistent with prudent
management and enhancement of shareholder value. The Board believes that
good corporate governance will bring long-term benefits to the Shareholders
and the Group.

During the year ended 31 December 2018, the Company has applied the
principles and has complied with the code provisions (“Code Provision(s)")
of the Corporate Governance Code (“Corporate Governance Code”) as
contained in Appendix 14 of the Listing Rules, except for certain deviations as
specified and explained below with considered reasons for such deviations.

1. Under Code Provision A.6.7, independent non-executive directors and

other non-executive directors should attend general meetings.

Messrs. Kuo Jen Hao, a non-executive Director, Li Chak Hung and Wu
Chia Ming, both independent non-executive Directors, were unable to
attend the annual general meeting of the Company held on 12 June
2018 due to other engagements.

2. Under Code Provision C.1.2, management should provide all members of
the board with monthly updates giving a balanced and understandable
assessment of the issuer’s performance, position and prospects in
sufficient detail to enable the board as a whole and each director to
discharge their duties under rule 3.08 and chapter 13 of the Listing Rules.

The Group completed its restructuring by redefining the original
workflow of its manufacturing activities, including but not limited to
outsourcing production processes to external service providers, and
reducing headcount of the Group to a sustainable level with higher
efficiency. During the year ended 31 December 2018, the management
had provided all members of the Board with updates giving a balanced
and understandable assessment of the Company’s performance, position
and prospect on a proactive and as requested basis.
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3. Under Code Provision C.2.5, the issuer should have an internal audit

function.

Following the appointment of the new internal audit manager in
February 2018, he has taken up the internal audit function. As the
internal audit manager put his priority on upgrading the existing
internal controls to risk-based system for major operating cycles of
the Group’s business, the effectiveness of the internal control systems
of the Group will be tested after the update and key control points
has been completed and set up respectively. Besides, the Group also
engaged an internal control review advisor to perform a special review
on the Group’s key internal control procedures to assist the Board and
management of the Group to evaluate the effectiveness of the internal
control systems.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Listing Rules as the code of conduct for dealing in securities of the Company
by the Directors. After specific enquiry, all Directors confirmed that they have
complied with the required standard regarding securities transactions set
out in the Model Code throughout the year ended 31 December 2018. No
incident of non-compliance was noted by the Company for the year ended 31
December 2018.

BOARD OF DIRECTORS

Composition

As at 31 December 2018, the Board consists of two executive Directors,
namely, Mr. Hung Tsung Chin and Mr. Chen Wei Chun (chief financial officer),
one non-executive Director, namely, Mr. Kuo Jen Hao and three independent
non-executive Directors, namely, Mr. Lau Yau Cheung (chairman), Mr. Li Chak
Hung and Mr. Wu Chia Ming. An updated list of the Directors and their roles
and functions is published on the websites of the Stock Exchange and of the
Company respectively.

Mr. Hung Tsung Chin is the husband of Ms. Chen Mei Huei, a director of several
subsidiaries of the Company and the chief executive officer in the satellite
TV broadcasting business of the Group (“Satellite Broadcasting Services
Business Division”). Save as disclosed above, none of the other Directors has
or maintained any family relationship with any of the other Directors.
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Independent Non-Executive Directors

The independent non-executive Directors are of sufficient number and calibre
for their views to carry weight. The functions of independent non-executive
Directors include:

bringing an independent view and judgment at Board meetings;
taking the lead where potential conflicts of interests arise;
serving on board committees if invited; and

scrutinizing the Company's performance and monitoring performance

reporting.

The independent non-executive Directors have made a positive contribution
to the development of the Company’s strategies and policies through
independent, constructive and informed comments. They benefit the Board
and the board committees by their skills, expertise, varied backgrounds and
qualifications through regular attendance and active participation at the
meetings of the Board and the board committees.

Composition of the Board is disclosed, and the independent non-executive
Directors are identified, in all corporate communications to the Shareholders.

Confirmation of Independence

The independence of the independent non-executive Directors has been
assessed in accordance with the applicable Listing Rules. Each of the
independent non-executive Directors has made an annual written confirmation
of independence pursuant to rule 3.13 of the Listing Rules. The Company is
of the view that all independent non-executive Directors meet the guidelines
for assessing independence set out in rule 3.13 of the Listing Rules and are
independent.
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Roles and Functions of the Board and the Management

The Board assumes responsibility for leadership and control of the Company;
and is collectively responsible for directing and supervising the Company’s
affairs. The Board is fully responsible for the formulation of business policies
and strategies in relation to the business operation of the Group, including
dividend policy and risk management strategies. The management is
delegated the authority and responsibilities by the Board for the day-to-day
management and operation of the Group.

Appointment, Continuation of Appointment and Re-election of
Directors

All executive Directors have entered into service agreements with the
Company while the non-executive Director and all independent non-executive
Directors have entered into letters of appointment with the Company with
a specific term of three years, setting out key terms and conditions of their
appointments. All Directors are subject to retirement in accordance with the
bye-laws of the Company (the “Bye-Laws”).

According to the Bye-Laws, (i) Directors appointed by the Board either to fill a
casual vacancy on the Board or as an addition to the existing Board shall hold
office only until the next following annual general meeting of the Company
and shall then be eligible for re-election; and (ii) at each annual general
meeting, 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 greater than one-
third) shall retire from office by rotation provided that every Director (including
those appointed for a specific term) shall be subject to retirement at an annual
general meeting at least once every three years. As such, no Directors have a
term of appointment longer than three years.
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Board Meetings

During the year ended 31 December 2018, the Directors have made active
contribution to the affairs of the Group and 12 Board meetings were held
to consider, among other things, various transactions contemplated by the
Group including but not limited to the disposal of all interests of MyHD and
fundraising exercise, and to review and approve the interim results and annual

results of the Group and inter-company loans.

Further, on 13 December 2018, the Board has approved and adopted a
dividend policy. The Company aims to deliver reasonable and sustainable
returns to the Shareholders. In deciding whether to propose a dividend and in
determining the dividend amount, the Board takes into account, inter alia:

(i) the Company’s actual and expected financial performance;

(i) retained earnings and distributable reserves of the Company and each
of the members of the Group;

(i)  the Group’'s working capital requirements, capital expenditure
requirements and future expansion plans;

(iv)  the Group's liquidity position;

(v)  general economic conditions, business cycle of the Group’s business
and other internal and external factors that may have an impact on the
business or financial performance and position of the Company;

(vi)  the Shareholders' and the investors’ expectation;

(vii)  the industry’s norm; and

(viii) any other factors that the Board deems appropriate.

However, there can be no assurance that dividends will be proposed or
declared in any particular amount for any given period.
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Attendance Record of Directors

The attendance record of Directors at the meetings of the Board, the board
committees and the Shareholders held during the year ended 31 December
2018 is set out below:

EETHFTH
NTRBEZE-_ZF-NF+_A=+—BLFEE
EHFEZged EFRBegARERE
B B

Audit Nomination Remuneration
Board Committee Committee Committee General
Meetings Meetings Meetings Meetings Meetings
ES293 BNZE09E REZE99E FHzEge BRERAE
Number of Number of Number of Number of Number of
meetings meetings meetings meetings meetings
attended/ attended/ attended/ attended/ attended/
Number of Number of Number of Number of Number of
meetingsheld  meetingsheld ~ meetingsheld ~ meetingsheld ~ meetings held
HEEEN HEEEN HEEEN HEEEN HEEEN
¢ VL Ii) R/ BT R/ BT R/ BT RE/ BT
Name of Directors EENE =k LR =k LR =k LR =E LR =E LR
Executive Directors HITES
Mr. Hung Tsung Chin AR 1212 N/A i N/A i N/A i 11
Mr. Chen Wei Chun BREHLE 12/12 N/A i F N/A 38 A N/A 8 A 11
Non-Executive Director FHTES
Mr. Kuo Jen Hao BAFEE 12/12 N/ATRE N/ATR & A N/ATR & A 0/1
Independent Non-Executive Directors BIFHTES
Mr. Lau Yau Cheung (Chairman) AL E(ZE) 1212 5/5 1/1 22 1/1
Mr. Li Chak Hung FEELE 1212 5/5 1/1 22 0N
Mr. Wu Chia Ming REPESE 12/12 5/5 1/1 22 0/1
Access to Information ERFEHR

All Directors are kept informed on a timely basis of major changes that may
have affected the Group’s business, including those changes to relevant rules
and regulations and are able to make further enquiries when necessary. The
Board has also agreed that the Directors may seek independent professional

advice in performing their directors’ duties at the Company’s expense.
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Directors and Officers Liability Insurance

The Company has arranged appropriate insurance coverage on Directors’ and
officers’ liabilities in respect of any legal actions taken against the Directors and
senior management arising out of corporate activities. The insurance coverage

is reviewed on an annual basis.

Directors’ Training and Professional Development

During the year ended 31 December 2018, the Company organized a
training session for all Directors on 31 October 2018. Such training session
covered updates on the Listing Rules, connected transactions and continuing
connected transactions. Reading materials were provided to the Directors on
the latest developments or updates in directors’ duties and responsibilities and
requirements of the Listing Rules.

All Directors confirmed that they have complied with the Code Provision on
directors’ training. The Company has received from each of the Directors his

confirmation on taking continuous professional training.
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NEHERE -

Attending in-house
training session

or seminars Reading materials
2 iR B3 H

Name of Directors BEEHR REIMAE B E AR
Executive Directors HITES
Mr. Hung Tsung Chin IR K& v Vv
Mr. Chen Wei Chun PRIZ L E v v
Non-Executive Director EHITES
Mr. Kuo Jen Hao ATESE Vv
Independent Non-Executive Directors BUKHITES
Mr. Lau Yau Cheung (Chairman) Blsh e E(F ) Vv \
Mr. Li Chak Hung TEESLE V v
Mr. Wu Chia Ming RERAXE v Vv
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the chairman and the chief executive officer are separate to
reinforce independence, accountability and responsibility. Mr. Lau Yau Cheung,
the Chairman of the Board, is responsible for the formulation of development
strategies, investment decision making, overall project planning at the Group
level, leading the Board and ensuring that the board functions properly and
effectively, whilst Mr. Hung Tsung Chin, the chief executive officer of several
subsidiaries of the Company which are mainly engaged in manufacturing
and trading of the media entertainment platform related products, other
multimedia products, integration of signal and traffic communication and
satellite TV equipment and antenna (“Manufacturing and Trading of
Electronic Products Business Division”) is responsible for the management
of the daily operation and general administration of the Manufacturing and

Trading of Electronic Products Business Division.

Ms. Chen Mei Huei, the chief executive officer of the Satellite Broadcasting
Services Business Division, is responsible for the development of the Satellite
Broadcasting Services Business Division and the overall management of the
Group including all overseas offices.

Board Committees
The Board has established three committees with specific written terms of
reference to oversee particular aspects of the Company’s affairs.

Audit Committee

The Audit Committee was established on 17 March 2005 with written terms
of reference, which are posted on the websites of the Stock Exchange and
of the Company respectively. All the members of the Audit Committee are
independent non-executive Directors, namely Mr. Li Chak Hung, Mr. Lau
Yau Cheung and Mr. Wu Chia Ming. Mr. Li Chak Hung, who has appropriate
professional accounting qualifications as required under the Listing Rules, was
appointed as the chairman of the Audit Committee. None of the members of

the Audit Committee is a former partner of the auditors of the Company.
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The principal duties of the Audit Committee include, among other things,
(i) being primarily responsible for making recommendations to the Board
on the appointment, re-appointment and removal of the external auditor,
and to approve the remuneration and terms of engagement of the external
auditor; (i) reviewing and monitoring the external auditor’'s independence
and objectivity and the effectiveness of the audit process in accordance with
applicable standards; (iii) developing and implementing a policy on engaging
an external auditor to supply non-audit services; (iv) monitoring the integrity
of the Company’s financial statements and the annual report and accounts,
half-year report and, if prepared for publication, quarterly reports, before
submission of the financial statements and reports to the Board, and reviewing
significant financial reporting judgments contained in them; (v) reviewing the
Company's financial control, risk management and internal control systems;
and (vi) discussing the risk management and internal control systems with
management to ensure that management has performed its duty to have
effective systems. The Audit Committee may seek any necessary information
from employees within its terms of reference and obtain independent
professional advice, at the Company’s expense, to perform its responsibilities if

it considers necessary.

During the year ended 31 December 2018, the Audit Committee held 5
meetings to review annual audit planning, annual results, interim audit
planning, interim results and the internal control review in respect of the
Listing Rules compliance conducted by an external consultant.

Further, on 26 March 2018, in order to speed up the annual auditing by
facilitating the audit processes and arrangements of the Group to be more
efficient, the Audit Committee made a recommendation to the Board of a
change of auditors of a non-wholly owned subsidiary of the Company for the
year of 2018. The Board considered the same on the same date and concluded

1 June 2018 to put aside on the basis of not arriving at an agreement with
the proposed external auditors in terms of engagement and total amount of
audit fees at the relevant time.

The attendance record of individual Directors at the audit committee meetings
is set out on page 32 of the annual report.
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Nomination Committee

The Nomination Committee was established on 17 March 2005 with written
terms of reference, which are posted on the websites of the Stock Exchange
and of the Company respectively. All the members of the Nomination
Committee are independent non-executive Directors, namely, Mr. Lau Yau
Cheung (chairman), Mr. Li Chak Hung and Mr. Wu Chia Ming.

The principal duties of the Nomination Committee include, among other
things, (i) reviewing the structure, size and composition of the Board and
making recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; (ii) identifying individuals
suitably qualified to become Board members and selecting or making
recommendations to the Board on the selection of individuals nominated for
directorships; (iii) assessing the independence of independent non-executive
Directors; and (iv) making recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for Directors. The
Nomination Committee may seek any necessary information from employees
within its terms of reference and obtain independent professional advice, at
the Company’s expense, to perform its responsibilities if it considers necessary.

During the year ended 31 December 2018, no new Director was appointed.

During the year ended 31 December 2018, the Nomination Committee held
1 meeting to (i) review the structure, size and composition of the Board and
(i) assess the independence of independent non-executive Directors. The
attendance of individual Directors at the Nomination Committee meeting is
set out on page 32 of the annual report.

As adopted by the Board on 1 June 2018, the board diversity policy aims to
set out the approach to achieve diversity on the Board in order to enhance
the quality of its performance. Selection of candidates on the Board is based
on a range of diversity perspectives, including but not limited to gender,
age, cultural and educational background, professional experience, skills and
knowledge. The Nomination Committee will assess the merit and contribution
that any Director proposed for re-election or any candidate nominated to be
appointed as Director against the objective and appropriate criteria, having

due regard for the benefits of diversity on the Board.
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Remuneration Committee

The Remuneration Committee was established on 17 March 2005 with written
terms of reference, which are posted on the websites of the Stock Exchange
and of the Company respectively. All the members of the Remuneration
Committee are independent non-executive Directors, namely, Mr. Wu Chia
Ming (chairman), Mr. Lau Yau Cheung and Mr. Li Chak Hung.

The principal duties of the Remuneration Committee include, among other
things, (i) making recommendations to the Board on the Company’s policy
and structure for all remuneration of Directors and senior management of
the Group; (ii) reviewing and approving the management’s remuneration
proposals with reference to the Board's corporate goals and objectives; and
(i) making recommendations to the Board on the remuneration packages of
individual Directors and senior management. The Remuneration Committee
may seek any necessary information from senior management within its terms
of reference and obtain independent professional advice, at the Company’s
expense, to perform its responsibilities if it considers necessary.

During the year ended 31 December 2018, the Remuneration Committee held
2 meetings to review the existing remuneration packages of Directors and the
key terms and conditions of the service agreement and letter of appointment.
The attendance of individual Directors at the Remuneration Committee
meetings is set out on page 32 of the annual report.

The remuneration of the members of the senior management (other than
Directors) by band for the year ended 31 December 2018 is set out below:

Remuneration band
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Number of individuals

¥ BN & B A
HK$0-HK$ 1,000,000 02 1,000,000 7T

HK$1,000,001-HK$2,000,000 1,000,001 7 7T & 2,000,000 7% 7T 2
HK$2,000,001-HK$3,000,000 2,000,001 7 7T £ 3,000,000 % JT 1

Further particulars regarding Directors’ emoluments and the five highest paid
employees as required to be disclosed pursuant to Appendix 16 to the Listing
Rules are set out in note 11 to the consolidated financial statements of the
Group.
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CORPORATE GOVERNANCE POLICY AND DUTIES
The Board is responsible for performing the duties on corporate governance
functions set out below:

(1)  developing and reviewing the Company'’s policies and practices on
corporate governance and making recommendations to the Board;

(2)  reviewing and monitoring the training and continuous professional
development of Directors and senior management;

(3) reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements;

(4)  developing, reviewing and monitoring the code of ethic and compliance
manual (if any) applicable to employees and directors; and

(5) reviewing the Company's compliance with the Code Provisions and
disclosure in the Corporate Governance Report.

On 1 June 2018, the Board has approved and adopted the following new or
updated policies:

(i) Board diversity policy;

(i) Corporate governance charter;

(i) Shareholders’ communication policy;
(iv)  Shareholders’ rights; and

(v)  Procedures for Shareholders to propose Directors.

COMPANY SECRETARY
Ms. Lee Suet Lai has confirmed that she has taken no less than 15 hours of
relevant professional training during the year ended 31 December 2018.
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ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board endeavours to present to Shareholders a balanced and
understandable assessment of the Group’s performance, position and
prospects. Accordingly, appropriate accounting policies are selected and
applied consistently, and judgements and estimates made by the management
for financial reporting purpose are prudent and reasonable.

The adoption of relevant new and revised HKFRSs that became effective during
the year has no significant impact on the Group'’s results of operation and
financial position as disclosed in note 2 to the financial statements.

EXTERNAL AUDITORS AND THEIR REMUNERATION

The external auditors perform independent audit of the annual consolidated
financial statements prepared by the management. BDO Limited ("BDO") has
been engaged as the Company’s external auditor.

For the year ended 31 December 2018, the fees charged to the financial
statements of the Group in respect of BDO's statutory audit and other services
amounted to approximately HKS$1,750,000 and HK$274,000 respectively. The
fees of recurring audit services of subsidiaries performed by other auditors and

the fees of provision of other services were approximately HK$2,697,000.

INTERNAL CONTROLS

The Board has overall responsibility for maintaining a sound and effective
system of internal control and risk management which is designed and
operated to provide reasonable assurance that the Company’s business
objectives in the following areas are achieved:

Effectiveness and efficiency of operations, including the achievement of
performance and operating targets and the safeguarding of assets by
the management;

Reliability of financial and operating information provided by the
management, including management accounts and statutory financial

reports; and

Compliance with applicable laws and regulations by each business unit.
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The Company has put and continues to place considerable emphasis on

maintaining and enhancing the effectiveness of its system of internal control.

Under the Company’s internal control framework, risk management and

internal control are primarily the collective responsibility of every manager and

employee. For consistent compliance by every person in the Company, the

following key control policies and measures are implemented in the everyday

activities, which are summarized below:

1.

40

Overall control environment, including code of ethics governing staff
conduct within the Group, and whistle blowing policy;

Management of financial and non-financial risks, including at the
company level the risk management functions of the Board; at the
business unit level management’s ongoing monitoring of operational

and other risks;

Major controls systems and processes, including budgetary and cost
controls, financial reporting systems and processes for timely and quality
management reporting, and corporate policies and procedures for
approvals, reviews and segregation of duties in everyday activities;

In relation to ongoing compliance monitoring and internal control
reviews, the company secretary undertakes to monitor overall of
compliance with the Listing Rules. The internal audit manager directly
reports to the Audit Committee and is engaged to conduct independent
reviews on the internal control and assist in risk management; and

The Audit Committee has reviewed the adequacy and effectiveness of
the Company's internal controls, including financial, operational and
compliance controls and risk management. It has also considered the
adequacy of resources, qualifications and experience of staff of the
accounting and financial reporting functions.
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In conducting these reviews, the following reports and activities are
considered:

self-assessments made by management of various business units and
subsidiaries of their material controls and risk management activities
undertaken with reference to the The Committee of Sponsoring
Organizations of the Treadway Commission (“COSQ”") enterprise risk
management framework. The documentation supporting the self
-assessments is subjected to review by internal audit; and

self-assessments made by business units and Group finance of the
resources, qualifications and experience of staff of the accounting and
financial reporting functions. The main conclusions are that:

the resources in the accounting and finance functions are
adequate; and

the qualifications and experience of the staff of the accounting
and finance functions are satisfactory overall.

During the year, the Company engaged an internal control review advisor to
perform a special review on the Group's key internal control procedures to
assist the Board and management of the Group to evaluate the effectiveness
of the internal controls system as set up and maintained by the management
of the Group in accordance with Appendix 14 of the Listing Rules. The internal
control review advisor reported major findings and areas for improvement to
the Board with no major risks that might have significant impact to the Group's
operations identified. All the recommendations from the internal control
review advisor are properly following up by the Group to ensure that they will
be implemented within a reasonable period of time.

Inherent Limitations on Effectiveness of Controls

An internal control and risk management system, no matter how well designed
and operated, is to provide reasonable, though not absolute, assurance against
material misstatement or loss and to manage rather than eliminate the risk
of failure to achieve business objectives. The design of a control system must
reflect the fact that there are resource constraints, and the benefits of controls
must be considered relative to their costs. Further, because of the inherent
limitations in all control systems, no evaluation of controls can provide absolute
assurance that misstatements due to error or fraud will not occur or that all
control issues and instances of fraud, if any, have been detected. In addition,
the design of any system of controls is based in part on certain assumptions
about the likelihood of future events.
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Inside Information Policy

An inside information policy is in place which contains guidelines to the
Directors and officers of the Group to ensure that inside information of the
Group can be promptly identified, assessed and disseminated to the public
in consistent and timely manner in accordance with the requirements under
the Listing Rules. The Company must disclose inside information to the public
as soon as reasonably practicable, unless the “safe harbours” provisions under
the SFO apply. The Board shall take reasonable precautions in preserving the
confidentiality of inside information and the relevant announcement before
publication.

The Board and management will continue to look into opportunities for further
enhancing the effectiveness of the internal control system of the Group in the
years ahead.

INTERNAL AUDIT

The Group regards internal audit as an important part of the Board and Audit
Committee’s oversight function. The principal objective of internal audit, which
is set out in an internal audit charter, is to provide the Board and management
with useful information and recommendations on the adequacy and
effectiveness of the internal control system of the Group.

AUTHORITY AND ACCOUNTABILITY

Under the internal audit charter endorsed by the Audit Committee, the internal
audit function is authorized by the Board to have access to all records, people
and physical properties relevant to the performance of internal audit. The
internal audit manager has unrestricted access to the chairman of the Audit
Committee and reports directly to the Audit Committee for direction and
accountability. This reporting relationship enables internal audit manager to
provide an objective assurance to the effectiveness of the internal control
system of the Group.
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DUTIES

The duties of the internal audit manager are described in the internal
audit charter. It mainly requires that (a) internal audits are conducted with
independence, objectivity and due professional care in compliance with the
relevant standards, guidelines, and the code of ethics; (b) systems established
are evaluated to ensure compliance with those policies, plans, procedures, law
and regulations which could have a significant impact on The Group; (c) the
approved internal audit plan is implemented, including any other special tasks
or projects requested by the Audit Committee; and (d) the Audit Committee is
updated with key audit initiatives and progress of completion of the approved
internal audit plan, including any change.

All above described duties may be adjusted depending on the resources
available for internal audit function. The management of the Group has the
responsibility to keep reviewing the resources’ availability for internal audit
function.

INTERNAL AUDIT RESOURCES AND MAJOR WORK
DONE IN 2018

The allocation of resources remained a challenging task for the internal audit
manager during the financial year 2018. Recently, the internal audit manager
is focusing on improving the internal control and will assist in strengthening
the risk management of the Group if resources are adequate. Based on the
availability of resources, the internal audit manager decided to focus on
upgrading the existing internal control to risk-based for operating cycles of the
main operating business units in Pro Brand Technology, Inc. and such annual
internal audit plan had been reviewed and approved by the Audit Committee
in the financial year 2018. The Group and the Audit Committee will keep
reviewing the resources’ availability for the implementation of internal control
function and risk management and will regulate the activities for both.

The internal control for operating cycles of the main operating business units
in Pro Brand Technology, Inc. was evaluated with risks identified, upgraded
and improved progressively in the financial year 2018 and planned to be
completed in the financial year 2019. The upgrade will be kept rotating and
extending to others business units of the Group gradually in the coming years.
The internal audit manager had prepared and submitted the annual internal
audit plan for the financial year 2019 to the Audit Committee for approval.
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RISK MANAGEMENT

The Group is exposed to a variety of risks when conducting its business
operations globally. The Board assists the Group in anticipating its risk
exposure, putting controls in place to counter threats, and pursuing its set
objectives. After the Board has identified the top risks of the Group, the
Directors will assess how much risk the Board is faced with through the Group's
operation and governance processes.

Based on the risk profile of each business unit, and taking into account the
management control and corporate oversight at Group level, the Audit
Committee and internal audit manager would map out a risk-based internal

audit plan each year. The Company has separated its risks into two levels:

(1) Enterprise risk level which is mainly externally driven and will be
mitigated by solution comes from management discussion; and

(2)  Operating risk level which is mainly internally driven and will be
mitigated by building up risk control matrixes for tests of controls and
remediation of deficiencies identified.

The following are the current top and emerging risks of the Group.

Commercial Risk

Commercial risk refers to potential losses arising from inadequate gross
margins and/or non-performance of trading partners or counterparties in the
regions that the Group is operating. It is important to ensure that our trading
partners or counterparties are reliable, financially healthy and willing to comply
with sound commercial practice.
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Currently, the key commercial risks facing by the Group are international
economic conflicts. In 2018, the PRC and the US are engaged in a trade war
that each country continues to dispute tariffs placed on goods traded between
them. As some of the major customers of the Group are located in the US
and the major production facilities of the Group are located in the PRC, the
China-United States trade war has some impact on the Group's business and
operations. In order to mitigate the impact from the China-United States trade
war and to avoid the tariffs imposed by the US on products originating from
the PRC, the Group has managed these commercial risks by:

(@)  strengthening its supply chain management, such as encouraging our
suppliers to establish new production facilities in Vietnam to cope with
the production orders of parts and accessories of our products;

(b)  relocating certain manufacturing workflows to India by establishing local
production facilities to diversify the production facilities of the Group;
and

() working closely with the customers in the US to streamline the process

of products delivery and customs clearance.

Financial Risk

Currency risk

For bank borrowings, the functional currency of each operating entity is
generally matched with its liabilities. As such, management does not expect
any significant foreign currency risk associated with the Group's borrowings.

Liquidity risk

The Group manages and maintains a level of operating cash flows deemed to
be adequate by the management to finance the Group’s daily operations and
mitigate the effects of fluctuations in cash flows.

Compliance Risk

The Group has adopted internal procedures to monitor the Group’s compliance
risk to ensure that the Group is complied with the laws and regulations where
applicable. Besides, the Group engages an internal control review advisor to
review the Group's corporate governance and legal advisers to update the
Group about the latest development in the regulatory environment.
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ENVIRONMENTAL AND SOCIAL RESPONSIBILITIES

The Directors believe that environmental protection and social responsibilities
represent an essential part of the Group’s operations and the sustainable
development of the Group and the community. In addition to the principal
risks and uncertainties faced by the Company as disclosed in the sections
headed “Chairman’s Letter to Shareholders” and “Business Overview and
Management Discussion and Analysis”, the Company was also encountered
the risks in relation to the ESG-related risks. The Group has implemented an
environmental policy to safeguard “the compliance with the regulations,
consumption reduction, uplifting efficiency, pollution prevention and
continuing improvement”. In 2018, the Company minimised undesirable
resources consumption in the process of business operation, dedicating
to reduce pollutants and establish an environmental-friendly working
environment. The Group recognizes the importance of compliance with
regulatory requirements and the risk of non-compliance that might lead to
warnings from regulators. Accordingly, the Group has strictly complied with
the national law and regulations, including but not limited to, related to
environmental protection, comprising the Environmental Protection Law of
the PRC and the Law of the PRC on the Promotion of Clean Production, etc.
The Company is vigilant in identifying and managing risk and ensuring the
compliance with applicable laws and regulations in all the areas in which the
Company do business. The Company has also engaged with a consultant to
ensure the compliance with all applicable laws, rules and regulations in various
jurisdictions thereby there was no significant adverse impact that had affected
the operation and financial performance of the Company.

The major subsidiaries of the Group have implemented relevant environmental
protection measures on energy saving and emission reduction, so as to
minimise the emission of pollutants during the production process. The
Group realizes that the environmental impacts resulted from the production
in satellite television equipment, antennas and other electronic products
include energy consumption, waste gas emission and generation of hazardous
waste. The manufacturing plants in the PRC have thus implemented the
“Environmental Management System”, stating clearly the responsibilities
of the Environmental Protection Officer and other relevant employees. The
Environmental Management Office is responsible for the unification of the
management, including the use of resources and “three wastes” emissions.
The Environmental Management System of the Company has obtained GB/T
24001-2016/1SO 14001:2015 Environmental Management System Certification,
ensuring an effective and better standard of environmental systems could be
achieved.
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The Group values its relationship with its stakeholders, comprising shareholders,
customers, suppliers, regulators and employees. Among others, employees
are regarded as the most important and precious assets of the Group. In 2018,
the Company had completed restructuring in its manufacturing plants in
Zhongshan, 686 employees were laid-off and fully compensated in accordance
with the PRC Labour Law and relevant regulatory requirements. The Company
continued providing professional trainings to existing and new staff aiming to
enhance and broaden their skill, knowledge and competency. On the other
hand, to avoid reoccurrence of environmental and safety accidents as well
as to strengthen the foundation work of safe production in the plants in the
PRC, the Company has formulated the “Environmental and Safety Emergency
Plan” to establish a rescue and emergency mechanism, so as to promote the
responsibility for safe production, promote comprehensive and in-depth
management of the entire business chain, ensure the safety of the workplace
for employees as well as the corporate property, and in the meantime reduce
the impact from hazards of accidents to the surroundings. All in all, it would
result in low or no casualty in the production and manufacturing process
as well as to ensure a safe and secure workplace could be provided to the

employees.

The Group maintains a close relationship with its suppliers, inviting them
to relocate their individual production facilities as tenants to the plants in
Zhongshan in the PRC. It allows the Company to share its skill, expertise and
knowledge with the suppliers during the production. This would not only
strengthen its supply chain management, but also reduce the air pollutants
emitted from vehicles during transportation.

Maintaining a long term relationship with customers is another key objective
of the Group. In 2018, the Group achieved a revenue from one of the major
customers, who has established over decades of relationship, contributing over
10% of the total sales of the Group amounting to HK$165,301,000. At the same
time, the Company was exploring more business opportunities in other areas
aiming to mitigate the risk as well as to expand its customer base.

Further discussions of the aforesaid areas are covered by a separate
"Environmental, Social and Governance Report 2018" which will be published
within three months after the publication of this report.
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DIRECTORS’ RESPONSIBILITY ON THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the consolidated
financial statements for the year ended 31 December 2018 which were
prepared in accordance with statutory requirements and applicable accounting
standards. The Board aims to present a balanced, clear and understandable
assessment of the Group’s position and prospects in annual reports, interim
reports and other financial disclosures required by the Listing Rules.

The reporting responsibility of the external auditors of the Company on the
consolidated financial statements of the Group is set out in the independent
auditor's report on pages 76 to 84 of this annual report.

COMMUNICATION WITH SHAREHOLDERS

The Company has established a Shareholders’ communication policy on 1 June
2018 and the Board shall review on a regular basis to ensure its effectiveness.
The Company communicates with the Shareholders mainly in the following
ways: (i) the holding of annual general meeting (“AGM”) and special general
meeting (“SGM”), if any, which may be convened for specific purposes which
provide opportunities for the Shareholders to communicate directly with the
Board; (ii) the publication of announcements, annual reports, interim reports
and/or circulars as required under the Listing Rules; and (iii) the availability of

latest information of the Group on the Company’s website.

General Meetings with Shareholders

Shareholders and investors are welcome to visit the Company’s website and
communicate with the Company by mail, telephone, fax and email, details of
which are made available on the Company’s website.

Separate resolutions were proposed at the general meetings for such
substantial issues, including the re-election of retiring Directors. The Company’s
notice to Shareholders for the 2018 AGM was sent to the Shareholders at least
20 clear business days before the meeting and notices of all other general
meetings were sent to the Shareholders at least 10 clear business days before

the meetings.
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The chairman of the Board and the chairman/members of the board
committees and the external auditors were available at the 2018 AGM to
answer questions from the Shareholders. With the assistance of the Company’s
Hong Kong branch share registrar, Computershare Hong Kong Investor
Services Limited (“Branch Share Registrar”), the representative of the Branch
Share Registrar had explained the procedures for conducting a poll during the
2018 AGM. The poll results are posted on the websites of the Stock Exchange
and of the Company respectively on the same day as the poll.

An AGM was held on 12 June 2018 and the voting was conducted by way of
poll.

Information Disclosure on Corporate Website

The Company endeavours to disclose all material information about the
Group to all interested parties as widely and as timely as possible. The
Company maintains a corporate website at http://www.sandmartin.com.hk
where important information about the Company’s activities and corporate
matters such as annual reports and interim reports to the Shareholders
and announcements is available for review by the Shareholders and other
stakeholders.

When announcements are made through the Stock Exchange, the same
information will be made available on the website of the Company.

During the year, the Company issued various announcements in respect of
financial and inside information, which can be reviewed on the website of the
Company.

Investor Relations

The Company recognises its responsibility to explain its activities to those with
a legitimate interest and to respond to their questions. In addition, questions
received from the general public and individual Shareholders are answered
promptly. In all cases, great care is taken to ensure that no inside information
is disclosed selectively. When announcements are made through the Stock
Exchange, the same information will be made available on the website of the
Company.
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SHAREHOLDERS' RIGHTS

Set out below is a summary of certain rights of the Shareholders as required to
be disclosed pursuant to the Corporate Governance Code:

Convening an SGM and putting forward proposals at such meetings.
Pursuant to the Bermuda Companies Act 1981 and the Bye-Laws,
Shareholder(s) as at the date of deposit of the requisition holding 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 have the right to submit a
written requisition requiring an SGM to be called by the Board. The written
requisition (i) must state the purposes of the meeting, and (i) must be signed
by the requisitionists and deposited at the Company's registered office at
Clarendon House, 2 Church Street, Hamilton, HM11 Bermuda (the “Registered
Office”) or head office in Hong Kong at Units 04-05, 16/F., Nam Wo Hong
Building, 148 Wing Lok Street, Sheung Wan, Hong Kong for attention of the
Board or the company secretary of the Company (the “Company Secretary”),
and may consist of several documents in like form, each signed by one or
more requisitionists. Such requisitions will be verified with the Branch Share
Registrar and upon its confirmation that the requisition is proper and in order,
the Company Secretary will ask the Board to convene an SGM by serving
sufficient notice to all Shareholders. On the contrary, if the requisition has been
verified as not in order, the requisitionists will be advised of this outcome and
accordingly, an SGM will not be convened as requested.

If the Board does not within 21 days from the date of the deposit of a valid
requisition proceed duly to convene an SGM, the requisitions or any of them
representing more than one-half of the total voting rights of all of them may
themselves convene an SGM, but any SGM so convened shall not be held after
the expiration of 3 months from the said date of deposit of the requisition. In
addition, such meeting convened by the requisitionists shall be convened in
the same manner, as nearly as possible, as that in which meetings are to be
convened by the Board.

Pursuant to the Bermuda Companies Act 1981, either any number of
Shareholders representing not less than one-twentieth of the total voting rights
of all the Shareholders having at the date of the requisition a right to vote at
the meeting to which the requisition relates, or not less than 100 Shareholders,
can at the expense of the requisitionists request the Company in writing to
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(a) give to Shareholders entitled to receive notice of the next AGM notice of
any resolution which may properly be moved and is intended to be moved at
that meeting; and (b) circulate to Shareholders entitled to have notice of any
general meeting sent to them any statement of not more than one thousand
words with respect to the matter referred to In any proposed resolution or
the business to be dealt with at that meeting. The requisition signed by all the
requisitionists must be deposited at the Registered Office of the Company for
the attention of the Board or the Company Secretary with a sum reasonably
sufficient to meet the Company’s expenses and not less than six weeks before
the meeting in case of a requisition requiring notice of a resolution or not less
than one week before the meeting in the case of any other requisition.

Proposing a Person for Election as a Director
The procedures for the Shareholders to propose a person for election as a
Director are available for viewing on the Company's website.

Enquiries from Shareholders

Shareholders should direct their enquiries about their shareholding to the
Branch Share Registrar. Other enquiries from Shareholders may be put forward
to the Board through the Company Secretary who will direct the enquiries to
the Board for handling. The contact details of the Company Secretary are as

follows:

The Company Secretary

Sandmartin International Holdings Limited
Units 04-05 16/F Nam Wo Hong Building
148 Wing Lok Street

Sheung Wan

Hong Kong

Email: ir@sandmartin.com.hk
Tel No: +852 2587 7798
Fax No: +852 2587 7728

CONSTITUTIONAL DOCUMENTS
During the year ended 31 December 2018, there was no change in the
constitutional documents of the Company.
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EENEREREBCERE

DIRECTORS

Mr. Lau Yau Cheung, aged 58

Independent Non-Executive Director, Chairman of the Board, chairman of
Nomination Committee

Member of each of Audit Committee and Remuneration Committee

is an independent non-executive Director since 7 August 2017, and was
appointed as the Chairman of the Board with effect from 18 August 2017.
He is currently the chairman of the nomination committee of the Company
and a member of each of the audit committee of the Company and the
remuneration committee of the Company. Mr. Lau holds a bachelor’s degree
in commerce from the University of Toronto in Canada. He has over 24 years
of experience in business strategies and corporate finance and 6 years of
experience in securities trading business. Mr. Lau has served in various senior
management positions with both private and public companies in Hong Kong
and overseas. From 1999 to present, he serves as the managing director of
BH Capitalink Development Limited. Mr. Lau is currently an independent non-
executive director of Summit Ascent Holdings Limited (Stock Code: 102).

Mr. Hung Tsung Chin, aged 58

Executive Director, Authorised Representative

is the founder of the Group, which was founded in November 1989. He was
the Chairman of the Board until 18 August 2017. Mr. Hung acts as an executive
Director and authorised representative of the Company. He is currently the
director of certain subsidiaries of the Company and the chief executive officer
of several subsidiaries of the Company which mainly are engaged in the
Manufacturing and Trading of Electronic Products Business Division.

Mr. Hung has over 29 years of management experience in the electronics
manufacturing industry. He graduated from the National Chengchi University
in Taiwan, with a bachelor's degree in business administration. Mr. Hung also
completed the executives programme from the Graduate School of Business
Administration, National Chengchi University.

He is the husband of Ms. Chen Mei Huei, the director of several subsidiaries
of the Company and the chief executive officer of the Satellite Broadcasting

Services Business Division.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT (Continued)

EENEREEECEREE)

Mr. Chen Wei Chun, aged 42

Executive Director, Chief Financial Officer

joined the Group in May 2015 and was appointed as an executive Director and
Chief Financial Officer of the Company on 28 August 2015 and 30 November
2017 respectively. He is also the director and the chief financial officer of Pro
Brand Technology, Inc., a non-wholly owned subsidiary of the Company. Mr.
Chen graduated from National Chengchi University and Shih Chien University
with a master degree in finance and a master degree in business administration
respectively. He is well experienced in accounting and finance industries. Prior
to joining the Group, Mr. Chen was the head of finance department of TTY
Biopharm Company Limited and head of finance department of K.H.S. Musical
Instrument Company Limited.

Mr. Kuo Jen Hao, aged 42
Non-Executive Director

was appointed as a non-executive Director on 18 August 2017. He graduated
with a bachelor's degree in Business Administration from Aletheia University
in Taiwan and holds a master degree of business administration from Pace
University in 2003 in the United States. Mr. Kuo is a certified public accountant
of the New Jersey State Board of Accountancy.

He has several years of work experience in investment advisory, financial
advisory and corporate finance at PricewaterhouseCoopers, Bank of America
Merrill Lynch and Private Equity Management Group and held various key
roles at several private and listed companies engaging in (i) the administrative
and corporate business; (ii) corporate finance; and (iii) general management
in real estate development business, shipping business, retailing business
and logistics business. Mr. Kuo has a wealth of experience in business strategy
development and innovation management.

*  Foridentification purpose only
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He is the chairman and the general manager of First Steamship Company
Limited (“First Steamship”) (a company listed on the Taiwan Stock Exchange
Corporation (“TWSE") (TWSE Stock Code: 2601) and is a substantial shareholder
of the Company and through its subsidiaries collectively holds 29% of the
issued share capital of the Company). Mr. Kuo is also a director and the
chairman of Grand Ocean Retail Group Limited (a company listed on the TWSE
(TWSE Stock Code: 5907) and is a subsidiary of First Steamship) and Taiwan
Environment Scientific Co., Ltd. (@ company listed on the Taipei Exchange)
(Taipei Exchange Stock Code: 8476), and a non-executive director and the
chairman of the board of Summit Ascent Holdings Limited (Stock Code: 102).
He is also a director of several subsidiaries of the First Steamship including but
not limited to Mariner Finance Limited, Morton Securities Limited and First
Steamship S.A. Mr. Kuo was a director of IRC Properties, Inc. (@ company listed
on the Philippine Stock Exchange) from July 2017 to May 2018.

Mr. Li Chak Hung, aged 54
Independent Non-Executive Director, chairman of Audit Committee
Member of each of Remuneration Committee and Nomination Committee

is an independent non-executive Director since 20 September 2016. He is
currently the chairman of the audit committee of the Company and a member
of each of the remuneration committee and the nomination committee of
the Company. Mr. Li graduated from The Chinese University of Hong Kong
and holds a Bachelor’s Degree of Business Administration. He is a practicing
Certified Public Accountant of the Hong Kong Institute of Certified Public
Accountants and a Fellow of The Taxation Institute of Hong Kong. Mr. Li
has over 25 years' experience in accounting, auditing, taxation and financial
management. He is currently an independent non-executive director of
DreamEast Group Limited (Stock Code: 593), AsiaSec Properties Limited (Stock
Code: 271) and Summit Ascent Holdings Limited (Stock Code: 102), all of which
are companies whose shares are listed on main board of the Stock Exchange.
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Mr. Wu Chia Ming, aged 50
Independent Non-Executive Director, chairman of Remuneration Committee

Member of each of Audit Committee and Nomination Committee

is an independent non-executive Director since 1 December 2014. He is
currently the chairman of the remuneration committee of the Company and
a member of each of the audit committee and the nomination committee
of the Company. Mr. Wu has a master's degree in business administration
from the Institute of International Business, National Chen-kung University
and a bachelor’s degree in electronic engineering from Chung Yuan Christian
University in Taiwan. He has nearly 24 years of experience in financial analysis
and fund management. Currently, Mr. Wu is the chairman of Fortune-Future
Investment Co., Ltd. Prior to that, he was a fund manager of KGI Securities
Investment Trust Co., Ltd.

SENIOR MANAGEMENT

Ms. Chen Mei Huei, aged 56

Director of several subsidiaries of the Company and Chief Executive Officer of
Satellite Broadcasting Services Business Division

is a co-founder of the Group since 1989. She is currently a director of several
subsidiaries of the Company and the chief executive officer of Satellite
Broadcasting Services Business Division. Ms. Chen is responsible for the
development of the Satellite Broadcasting Services Business Division and the
overall management of the Group including all overseas offices. She has been
actively engaged in the sales and marketing development of the Group in
Taiwan and the international markets for more than 29 years and has particular
focus on new customers and new market development in recent years. Ms.
Chen graduated from Tamkang University in Taiwan with a dual bachelor
degree in Spanish Literature and International Trade. She is the wife of Mr.
Hung Tsung Chin, an executive director and authorised representative of the
Company. Mr. Hung is also the chief executive officer of several subsidiaries of
the Company which mainly are engaged in the Manufacturing and Trading of
Electronic Products Business Division.
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Mr. Frank Karl-Heinz Fischer, aged 59
Director of several subsidiaries of the Company, Vice President of the Group, Chief

Technology Officer of the Group

joined the Group in January 2008 and is currently a director of several
subsidiaries of the Company, and the vice president and chief technology
officer of the Group. He is responsible for the development of the Satellite
Broadcasting Services Business Division and the global marketing strategy
of the Group. Mr. Fischer has more than 30 years of experience in hardware
and software development for consumer electronic products in Europe and
has been involved in Digital TV technologies since the beginning of Digital
Video Broadcasting (“DVB") Project in 1994. He graduated as diploma degree
engineer for automation technology and cybernetics from the Technical

University Leizig in Germany.

Mr. Hsiao Yu Jung, aged 53
Deputy General Manager of the Group’s DVB division

joined the Group in July 2002 and is currently the deputy general manager of
the Group’s DVB division. He is responsible for procurement, manufacturing
and development of the Group's DVB products. Mr. Hsiao obtained a diploma
in mechanical design engineering from the National Formosa University in

Taiwan.

Mr. Su Jow Shi, aged 55
General Manager of the Group’s digital TV division

joined the Group in September 1995 and is currently the general manager of
the Group’s digital TV division. He is responsible for manufacturing operations.
Mr. Su graduated from the San Diego State University where he earned a
Master of Public Administration degree.
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Ms. Su Wan Ling (also named Ms. aka Julia Swen), aged 54

Director of Pro Brand Technology, Inc.

has been working in our Group since 2007 and is currently a director of Pro
Brand Technology, Inc. She is responsible for promoting the cable products
and digital television products in the market of the United States. Ms. Su
graduated from the University of California, with a bachelor's degree in
Biochemistry; a master’s degree in Environmental Science and a master’s
degree of Business Administration. She has over 24 years of experience in
research of biotechnology field and business management.

Mr. Sven Willig, aged 46
General Manager of Intelligent Digital Services GmbH

has joined the Group since 2005 and is currently the general manager of
Intelligent Digital Services GmbH. He is responsible for hard- and software
development and sales of DVB Products. Mr. Sven has over 19 years of
management experience in the development and quality control of digital
television technologies.

*  Foridentification purpose only
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REPORT OF THE DIRECTORS
EEEWmS

The Board has the pleasure of presenting the annual report and the audited
consolidated financial statements of the Group for the year ended 31
December 2018.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities
of its principal subsidiaries are set out in note 44 to the consolidated financial
statements of the Group.

An analysis of the Group's revenue and operating results for the year ended 31
December 2018 by principal activities is set out in note 7 to the consolidated
financial statements of the Group.

RESULTS

The results of the Group for the year ended 31 December 2018 are set out in
the consolidated statement of profit or loss and other comprehensive income
on pages 85 to 86 of the annual report.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2018 is set
out as below:

Section(s) in the annual report

EEeMAREAKSEBE_FT-N\F+ A
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£ 30)
AEEBE-T—\Ft-A=t+-HLFEN
EBEERFIMT -

Page no. of the
annual report

RERZEH FEHZEE
a. Fair review of the Company’s business Business Overview and Management Discussion and Analysis 8to 16
RRABRBHEERE XBEHMEREEENRES N FE8EEE16H
b. Description of the principal risks and Chairman'’s Letter to Shareholders 4t07
uncertainties the Company is facing FREBIBRRRS FABEFETH
WA ANR EEHEAOFERER & Business Overview and Management Discussion and Analysis 81016

TeREREE EBHMEREEEN wED FE8HEF16H
C. Particulars of important events affecting Business Overview and Management Discussion and Analysis 8to 16

the Company that have occurred since EXBHMELRERENRESN F8EHEF168H

the year ended 31 December 2018 Financial Review 1710 26
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REPORT OF THE DIRECTORS (Continued)
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Page no. of the

Section(s) in the annual report annual report
REREEH TEHRZER
d. Indication of likely future development Business Overview and Management Discussion and Analysis 8to 16
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REPORT OF THE DIRECTORS (Continued)
EEERE#

DIVIDEND POLICY

The Company has adopted a dividend policy (‘Dividend Policy”), pursuant to
which the Company may declare and distribute dividends to the Shareholders,
provided that the Group records a profit after tax and that the declaration and
distribution of dividends does not affect the future growth of the Group.

The Dividend Policy will be reviewed from time to time and may adopt
changes as appropriate at the relevant time to ensure the effectiveness of the
Dividend Policy.

FINAL DIVIDEND

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

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment during the year
ended 31 December 2018 are set out in note 14 to the consolidated financial
statements of the Group.

INVESTMENT PROPERTIES

Details of the movements in the investment properties of the Group during
the year ended 31 December 2018 are set out in note 16 to the consolidated
financial statements of the Group.

BORROWINGS
Details of the borrowings during the year ended 31 December 2018 are set out
in note 30 to the consolidated financial statements of the Group.

SHARE CAPITAL

Details of the movements in the share capital of the Company during the year
ended 31 December 2018 are set out in note 33 to the consolidated financial
statements of the Group.

EQUITY LINKED AGREEMENTS

Save as disclosed in the section headed “Share Option Scheme”, no equity
linked agreements were entered into during or subsisted at the end of the year
ended 31 December 2018.
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REPORT OF THE DIRECTORS (Continued)
EECRE@#

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section headed “Share Option Scheme”, at no
time during the year ended 31 December 2018 was the Company, any of
its subsidiaries, fellow subsidiaries or its holding companies a party to any
arrangements to enable the Directors to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any body corporate.

Distributable Reserves
As at 31 December 2018, the Company did not have the distributable reserve
(2017: Nil).

Details of the movements in reserves during the year ended 31 December
2018 are set out in page 89 to the consolidated financial statements of the

Group.

Under the Companies Act 1981 of Bermuda (as amended), the contributed
surplus account of the Company is available for distribution. However, the
Company cannot declare or pay a dividend, or make a distribution out of
contributed surplus if:

(@) itis, or would after the payment be, unable to pay its liabilities as they
become due; or

(b)  the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share premium

accounts.

Donations
The Group did not make any donation for the year ended 31 December 2018
(2017: Nil).
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REPORT OF THE DIRECTORS (Continued)
EEERE#

Permitted Indemnity Provision

The Bye-Laws provide that every Director is entitled to be indemnified out
of the assets of the Company against all losses and damages which he may
sustain or incur in or about the execution of the duties of his office or otherwise
in relation thereto.

The Group has taken out and maintained directors’ liability insurance
throughout the year, which provides appropriate cover for the Directors.

The permitted indemnity provision was in force during the year ended 31
December 2018 for the benefit of the Directors.

FINANCIAL SUMMARY

A financial summary of the Group is set out on page 264 of the annual report.

Major Customers and Suppliers

For the year ended 31 December 2018, the aggregate sales attributable to
the Group's five largest customers amounted to approximately 45.0% of the
Group's total sales and the sales attributable to the Group's largest customer
were approximately 12.7% of the Group's total sales.

For the year ended 31 December 2018, the aggregate purchases attributable
to the Group's five largest supplier amounted to approximately 25.9% of the
total purchases and the purchases attributable to the Group's largest supplier
were approximately 16.3% of the Group's total purchases.

None of the Directors, their close associates or any Shareholders (who to the
knowledge of the Directors own more than 5% of the issued shares of the
Company) had any interests in the five largest customers and suppliers of the

Group for the year ended 31 December 2018.
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REPORT OF THE DIRECTORS (Continued)
EECRE@#

Management Contracts

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

Litigation
The details of the Group’s litigations proceedings are set out in note 46 to the
consolidated financial statements of the Group.

Directors and Directors’ Service Contracts
The Directors during the year ended 31 December 2018 and up to the date of
this annual report are:

Executive Directors
Mr. Hung Tsung Chin
Mr. Chen Wei Chun (Chief Financial Officer)

Non-executive Director
Mr. Kuo Jen Hao

Independent non-executive Directors
Mr. Lau Yau Cheung (Chairman)

Mr. Li Chak Hung

Mr. Wu Chia Ming

In accordance with Bye-Laws 87(1) and 87(2) of the Bye-Laws, Mr. Li Chak Hung
(“Mr. Li") and Mr. Wu Chia Ming (“Mr. Wu") shall retire from office by rotation
and, being eligible, offer themselves for re-election at the 2019 AGM.

No Director proposed for re-election at the 2019 AGM has entered into a
service contract with the Company or any of its subsidiaries which is not
determinable by the employing company within one year without payment of
compensation other than statutory compensation.
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REPORT OF THE DIRECTORS (Continued)
EEERE#

Changes to Information in Respect of Directors

In accordance with rule 13.51B(1) of the Listing Rules, the changes to
information required to be disclosed by the Directors pursuant to paragraphs (a)
to (e) and (g) of rule 13.51(2) since the Company’s interim report 2018 and up
to the date of the annual report are set out below:

1. The director fee of Mr. Hung Tsung Chin increased to HK$10,000 per
month with effect from 1 September 2018.

2. The director fee of Mr. Chen Wei Chun increased to HK$10,000 per
month with effect from 1 September 2018.

3. The director fee of Mr. Kuo Jen Hao (“Mr. Kuo”) increased to HKS$10,000
per month with effect from 1 September 2018.

4. Mr. Kuo was appointed as a chairman of Taiwan Environment Scientific
Co., Ltd. (a company listed on the Taipei Exchange) (Taipei Exchange
Stock Code: 8476) with effect from 29 May 2018.

5. Mr. Kuo ceased to be a director of IRC Properties, Inc. (a company listed
on the Philippine Stock Exchange) with effect from May 2018.

6.  The director fee of Mr. Lau Yau Cheung (“Mr. Lau") increased to
HK$15,000 per month with effect from 1 September 2018.

7. Mr. Lau was appointed as an independent non-executive director of
Summit Ascent Holdings Limited (Stock Code: 102) with effect from 31
October 2018.

8. The director fee of Mr. Li increased to HK$10,000 per month with effect
from 1 September 2018.

0. Mr. Li was appointed as an independent non-executive director of
Summit Ascent Holdings Limited (Stock Code: 102) with effect fr