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Chairman’s Statement
FTEHREFE

For and on behalf of the board of Directors (the “Board”), |
would like to present the annual report of the Company and
its subsidiaries (collectively the “Group”) for the year ended 31
December 2014.

RESULT ANALYSIS AND BUSINESS REVIEW

The Group focused on continual adjustment and business
development in 2014. Following substantial changes in the
market competition of electronic terminal products, the
flexible printed circuits (“FPC”) business became more ever
changing and volatile due to heavy reliance on its end clients.
Further, since two major foreign clients for the year 2013 had
significantly decreased their orders to the Group in 2014 due
to market shrank in their respective businesses, the Group's
turnover for 2014 fell short of expectation, with slight decline
recorded in sales and net profit. Following the progress in
development of new clients and development of new business,
the Group is going to turnaround the adverse effect of decrease
in orders from our major foreign clients. With the Group’s
enhanced ability in market development, the introduction
of the strategic investor and the enhanced capability in
its integration with the global supply chain of the major
international clients, the management of the Group is confident
in delivering satisfactory results and provide favourable returns
to our shareholders.

The Group’'s turnover for 2014 was approximately
HK$622,057,000, representing a decrease of approximately
2.98% as compared to 2013, while the profit attributable
to the owners of the Company was approximately
HK$29,559,000, representing a decrease of approximately
2.45% as compared to 2013.
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Chairman’s Statement

TEHES

In 2014, following the drastic changes in the consumer
electronic product sector, the market share and the product
delivery rate of major mobile phone manufacturers changed
substantially, thus greatly affected the FPC business which
heavily relied on the mobile phone market. Since two major
foreign clients for the year 2013 had significantly decreased
their orders in 2014, the Group was adversely affected.
Although various efforts and prompt adjustment in marketing
strategies had been made, due to the long development
cycle for new customers, and the production lines for new
products were under construction, the total sales volume of
FPC business, the Group’s core business, still recorded a slight
decline.

In year 2014, the Group faced the joint challenges of market
decline and cost rise. Accordingly, the Group optimized its
internal corporate management by improving the automation
level of its FPC business in Nansha Factory and Suzhou Factory
to increase the production rate and reduce labor force. With
these internal adjustments, the Group managed to maintain a
relatively stable profitability.

In year 2014, the Group’s flexible packaging substrates
business achieved substantial progress. The Group was granted
a qualified supplier certification by a renowned international
electronic manufacturer during the year and bulk orders were
also secured. Sales to that manufacturer increased by 185% as
compared to that of 2013,
of the total sales volume of the Group. Phase Il of Suzhou

representing approximately 5.8%

Factory was basically completed by the end of 2014, and is
mainly responsible for the Group's flexible packaging substrates
business. The factory is now at the stage of sampling and small
batch trial production. The Group’s leading market position
in the sector is becoming more prominent and the business is
expected to be one of the main source of the Group’s sales
revenue and profit growth.
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Chairman’s Statement
FTEHREFE

On 27 January 2014, the Group completed the subscription of
290,920,000 shares of the Company (“Shares Subscription”)
by Goertek (HongKong) Co., Limited (“Goertek HongKong”), a
nominee of KB E LMD AR A 7 (GoerTek Inc.) (“GoerTek”).
Accordingly, GoerTek became the second largest shareholder of
the Company. GoerTek was introduced as a strategic investor to
the Group, thereby strengthening the Group’s share capital and
reserve. By enhancing further cooperation with the strategic
investor, the Group expected to tap into the global supply
chain system of major international customers at a faster
pace, and has laid down a solid foundation for the sustainable
development of the Group.

On 18 June 2014, the Company transferred the listing of its
shares from GEM to the Main Board of the Stock Exchange.
The Board believes that the transfer of listing will enhance
the profile and public recognition of the Company as well as
increase the trading liquidity of shares in the Company. The
Board considers that the transfer of listing will be beneficial to
the future growth and business development of the Group as
well as its financing flexibility.

@ AKM Industrial Company Limited ZEFEEXERAT
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Chairman’s Statement
FTEHREE

In 2014, the Group continued to place emphasis on the
research and development of flexible packaging substrates,
and, in order to speed up the commercialization of the
Group's flexible packaging substrates business and to
obtain partial funding for its research and development, the
Group successfully obtained government grant/subsidy for
research and development for the production techniques and
commercialization of the flexible packaging substrates projects.
During the year, the Group received the notice issued by the
Major Project Implementation and Management Office (& I&
BEHEIEPAZE) of the People’s Republic of China for the
“Manufacturing Equipment and Assembly Techniques for Ultra
Large Scale Integrated Circuit”( {8 KX #R 18 £ A E 55 & i 5
BREREIZ) )(""02"

for the establishment of the project titled “Development and

Major Project”). The application
Industrialization of Tape High-Density and Ultra-Thin Flexible
Packaging Substrates Technology” ( (&% S & E B E X
HERTEMBEEZEI) ) (the “Project”) as a “02" Major
Project under National Science and Technology Major Project
(BxRBEAHIE) for year 2014 made by the Group (being
the main responsible unit) was approved. The implementation
period for the “02" Major Project commenced from 2014 and
expiring in 2016. It is expected that the maximum amount
of grants/subsidies to be received from the Central Financial
Fund for the "02" Major Project will be RMB39,214,800.
On 16 September 2014, the Group had already received a
grant/subsidy of RMB13,364,000 pursuant to the “02" Major
Project. The net amount of RMB11,630,000, after deducting
payments to other independent joint responsible units, had
been transferred to the profit and loss account for the year
to compensate for the R&D expenses already incurred for
the “02" Major Project. Besides, applications to the local
government for supplementary funding support for the “02"
Major Project had also been filed in November 2014, and
the Group had received a supplementary grant/subsidy of
RMB6,060,000 from Jiangsu provincial government in January
2015.
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Chairman’s Statement
FTEHREFE

The management of the Group is of the opinion that despite
the intensive competition in the FPC market and the decrease in
orders from major foreign clients, given the Group’s enhanced
ability in serving major international clients, the satisfactory
progress in the business development and the continual
improvement in cooperation with the major international
clients, the commercialization and scale production of high-
end R&D projects, the Group’s core FPC business will be able
to achieve a turnaround, the flexible packaging substrates
business will be able to maintain its rapid growth, and the
Group will create better returns for the shareholders.

In 2015, facing the volatility and intensified competition of the
market of electronic terminal products and the FPC industry, as
well as the pressure from continuous increase in labor cost in
the PRC, the Group will focus on serving major international
clients, further elevating the efforts in market development,
optimizing client relationship and cooperation with the
strategic investor, advancing our technology in all respects,
enhancing quality control ability, as well as further elevating
the automation production level and yield rate of the Nansha
Factory and Suzhou Factory, and ensuring the mass production
of flexible packaging substrates in phase Il of Suzhou Factory.
Internal management and competitiveness will be continually
strengthened and our profitability is expected to be gradually
uplifted.

The Group is committed to construct its core competence and
achieve the Group's profit target, thereby creating greater value
for its shareholders, employees and the community. The Group
is devoted to becoming an major international supplier of FPC
and electronic modules, and becoming an industry leader in
the PRC. Therefore, the Group will continue to expand the
electronic components business and improve its capability to
meet the customers’ demands for “one-stop service”. It will
also.expand the high-value added flexible packaging substrates
and improve its core competitiveness, so as to provide better
services to the fast-developing electronic industry.

AKM Industrial Company Limited ZEFEEXERAT
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Chairman’s Statement
FTEHREE

APPRECIATION

On 27 January 2014, Mr. Gong Jiantang was appointed as
a non-executive Director of the Company. On 5 September
2014, Mr. Meng Weiwei resigned as a non-executive Director
of the Company. On the same day, Ms. Li Ying Hong was re-
designated from an executive Director to a non-executive
Director of the Company. On 21 November 2014, Mr. Liang
Zhi Li resigned as an independent non-executive Director, the
chairman of the remuneration committee, a member of the
audit committee and a member of the nomination committee
of the Company. On 16 February 2015, Mr. Zhao Xiao was
appointed as an independent non-executive Director, the
chairman of the remuneration committee, a member of the
audit committee and a member of the nomination committee
of the Company. On 12 March 2015, Mr. Gao Xiaoguang was
appointed as a non-executive Director of the Company.

For and on behalf of the Board, | would like to take this
opportunity to thank Mr. Meng and Mr. Liang for their valuable
contribution to the Company and express our warm welcome
to Mr. Gong, Mr. Zhao and Mr. Gao for joining our company.

In addition, for and on behalf of the Board, | would like to
take this opportunity to thank the management and all staff
members of the Group for their dedication and invaluable
contributions to the Group in the past year. | would also like to
thank our clients, suppliers, business partners and shareholders
for their continuous support to the Group. The Group will do
it's best to achieve good results and secure ideal returns for our
shareholders.

AKM Industrial Company Limited
XIONG Zheng Feng
Chairman

Hong Kong, 20 March 2015
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Directors and Senior Management of the Group

REBEENRSREEE

Biographical details of the Directors and the senior
management of the Group are set out below:

DIRECTORS

Executive Directors

Mr. Xiong Zheng Feng (REIEI&) , aged 45, is the chairman
of the Company and an executive Director. In July 1992, he
graduated from the Department of Computer Science of Nankai
University (B3 A2 ) and obtained his bachelor degree in
science. He then obtained his master degree in economics from
Nankai University School of Economics (75 A Z 48 2 £ ) in
July 1995. Mr. Xiong joined China North Industries Corporation
(FE4EF TH2AA) in August 1995 and took up the post
of deputy general manager of China North Industries Xiamen
Corporation (1L T EPI QA F]) from October 1999 to
November 2000. From April 2003 to January 2011, he was an
alternate director of Raymond Industrial Ltd, a company whose
shares are listed on the Stock Exchange of Hong Kong, and
is a non-executive director since January 2011. In November
2000, Mr. Xiong joined Silver City International (Holdings) Ltd.
(SREBR (£B)ERAA) (“Silver City”), the controlling
shareholder and a substantial shareholder of the Company, as
assistant General Manager and was promoted to the position
of Deputy General Manager of Silver City in March 2004. He
is also a director of Alpha Luck Industrial Limited (% | &
#EBRA7F), the controlling shareholder and a substantial
shareholder of the Company, since March 2001. Mr. Xiong is
also a director of the subsidiaries of the Group, namely AKM
Electronics Industrial (Panyu) Ltd., AKM Electronic Technology
(Suzhou) Company Limited and Giant Rise Technology Limited,
and has resigned from his directorship in Giant Rise Technology
Limited on 25 February 2014. Mr. Xiong joined the Company
in March 2001 and is responsible for the Group’s corporate
poliéy formulation, business strategies planning, business
development and management of the Group. Save as disclosed
above, Mr. Xiong does not hold any directorship in other listed
companies in the past three years, and does not have any other
relationship with any directors, senior management, substantial
shareholders, or controlling shareholders of the Company.

AKM Industrial Company Limited ZERBEXERAF
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Directors and Senior Management of the Group

REBEENSREEE

Mr. Chai Zhi Qiang (¥7&53), aged 54, is an executive
Director and the chief executive officer of the Company. In
January 1982, he graduated from the B¢+ fiT= % (Faculty
of Laser Technology) of K&K Z2RBHEMMER (Changchun
Institute of Optics and Fine Mechanics) and obtained his
bachelor degree in engineering. He then obtained his # % %
£ (Certificate on continuing education) from the & RE
LT (Hong Kong Sino-Australia Management College) in
June 2001. From February 1982 to September 1992, Mr. Chai
was employed by the L& & 5 M T EE KX E M (Shuguang
Appliances Factory of Yangzhou City, Jiangsu Province) as
engineer and branch-factory manager. He then joined if
F(EMN)ETEREXARAA (Alpha Luck Electronic &
Electric Appliance Industrial (Guangzhou) Ltd.) in October
1992 as project manager. In January 1994, Mr. Chai joined
the Company and is responsible for research and development
and overall management of the Group. Mr. Chai has over 22
years of experience in the flexible printed circuit production
industry. Mr. Chai is a director of the subsidiaries of the Group,
namely, AKM Electronics Industrial (Panyu) Ltd., AKM Electronic
Technology (Suzhou) Company Limited, New Career Guangzhou
Electronics Company Limited and Giant Rise Technology
Limited, and has resigned from his directorship in Giant Rise
Technology Limited on 25 February 2014. Save as disclosed
above, Mr. Chai does not hold any directorship in other listed
companies in the past three years, and does not have any other
relationship with any directors, senior management, substantial
shareholders, or controlling shareholder of the Company.
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Directors and Senior Management of the Group

REBEENRSREEE

Non-executive Director

Ms. Li Ying Hong (Z=BRAL) , aged 51, was appointed as an
executive Director on 10 June 2003 and was re-designated
as a non-executive Director since 5 September 2014. In July
1985, Ms. Li obtained her bachelor degree in corporate
finance and accounting from STPEBAE BT (Jiangxi College
of Finance). In May 2003, she obtained her master degree in
international management from Australia National University.
During the period from August 1985 to February 2003,
Ms. Li was employed as, amongst other roles, deputy chief
accountant, deputy general manager and chief accountant
of China Wanbao Engineering Corporation ((fFEEE L2 A
A)) . From March 2001 to April 2003, she was a director for
Norinco International Cooperation Company Limited (1t 75
BB AERMER AR, a company listed on the Shenzhen
Stock Exchange in China. She is a non-executive director of
Raymond Industrial Ltd. (a company whose shares are listed
on the Stock Exchange of Hong Kong) since July 2008. In June
2003, Ms. Li joined Silver City International (Holdings) Ltd, a
substantial shareholder of the Company, as a director, deputy
general manager and financial controller. At the same time,
she joined the Company and is responsible for the Group’s
corporate policy formulation, business strategies planning,
business development and management of the Group. Ms.
Li is a director of the subsidiaries of the Group, namely,
AKM Electronics Industrial (Panyu) Ltd. and AKM Electronic
Technology (Suzhou) Company Limited. Save as disclosed
above, Ms. Li does not hold any directorship in other listed
companies in the past three years, and does not have any other
relationship with any directors, senior management, substantial
shareholders, or controlling shareholders of the Company.

@ AKM Industrial Company Limited ZEFEEXERAT
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Directors and Senior Management of the Group

REBEENRSREEE

Mr. Gong Jiantang (B R %), aged 41,
Deputy General Manager of GoerTek Inc.

is currently Senior

("GoerTek"). Mr.
Gong obtained a master degree in business management from
Tsinghua University (JEZE K 2) in 2004 and a bachelor degree
in engineering from Harbin Institute of Technology (WA FE/& T %
KEZ)in 1996. Mr. Gong was previously the technical manager
Ltd CRIIER/ERMBER A F)
and supervisor engineer of FAW-Daewoo (Yantai) Automotive
Engines Co., Ltd. (= —RF (ER)TEZEBHHER LA .
Mr. Gong joined GoerTek in 2004 and has been a director of

of Huawei Technologies Co.,

GoerTek (which is listed on the Shenzhen Stock Exchange)
since 28 July 2010. Mr. Gong was appointed as non-executive
Director of the Company on 27 January 2014. Save as disclosed
above, Mr. Gong does not hold any directorship in other listed
companies in the past three years, and does not have any
relationship with any other directors, senior management,
substantial shareholders, or controlling shareholders of the
Company.

Mr. Gao Xiaoguang (S BEY)
General Manager of GoerTek. Mr. Gao graduated from
Shandong Institute of Technology (1L & T2k ) in July 1998
and obtained his master degree in business administration from

aged 39, is currently Deputy

Southern Cross University in 2006. Mr. Gao joined GoerTek
in 2001.
the Company on 12 March 2015. Mr. Gao does not hold any

Mr. Gao was appointed as non-executive Director of

directorship in other listed companies in the past three years,
and does not have any relationship with any other directors,
senior management, substantial shareholders, or controlling
shareholders of the Company.
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Directors and Senior Management of the Group

REBEENRSREEE

Mr. Meng Weiwei (Z&{&) , aged 46, obtained his bachelor
degree in economics and master degree in economics in July
1991 and July 1994 respectively from Renmin University of
China (FFB A RKE) . He obtained the qualification of
senior economist in December 2002. Mr. Meng joined China
North Industries Corporation (R EIdE 5 T2 A A]) in January
1996 and is the vice supervisor of the strategic management
department and strategic operation department since June
2004. Mr. Meng is a director of db77 TERIFERAF], 4t
KEBEEREERAT and I EHMEZEFR AT, all of which
are subsidiaries of China North Industries Corporation (% &
b5 T /A7) . Mr. Meng is also a director of bt 5 ZE T ¥
E£EABR AT, which shares are owned as to approximately
38.78% by China North Industries Corporation ( F7 B4t 75 T 2
A F]) . Save as disclosed above, Mr. Meng does not hold any
directorship in other listed companies in the past three years,
and does not have any relationship with any other directors,
senior management, substantial shareholders, or controlling
shareholders of the Company. Mr. Meng was appointed as non-
executive Director on 2 November 2012, and had resigned from
his directorship in the Company with effect from 5 September
2014 (Relevant disclosure in relation to Mr. Meng’s resignation
had been made in the announcement of the Company dated 5
September 2014).
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Directors and Senior Management of the Group

REBEENRSREEE

Independent non-executive Directors

Mr. Hung Chi Yuen Andrew (3#t&3&) , aged 46, is currently
the director of Norton Rowland CPA Limited. He received his
professional training in Deloitte Touche Tohmatsu and had
worked for UBS Investment Bank as business unit controller for
seven years. Mr. Hung was awarded the degree of Bachelor of
Arts in Accountancy by The Hong Kong Polytechnic University
(formerly known as the Hong Kong Polytechnic) and the degree
of Master of Applied Finance by the University of Western
Sydney. Mr. Hung is a practicing Certified Public Accountant,
an associate member of The Hong Kong Institute of Certified
Public Accountants, and a fellow member of The Chartered
Association of Certified Accountants. Mr. Hung is also an
independent non-executive director of CIAM Group Limited (a
subsidiary of CITIC International Assets Management Limited), a
company listed on the Main Board of the Stock Exchange, since
1 July 2008. Mr. Hung was appointed as an independent non-
executive Director since 17 October 2011. Save as disclosed
above, Mr. Hung does not hold any directorship in other listed
companies in the past three years, and does not have any
relationship with any other directors, senior management,
substantial shareholders, or controlling shareholders of the

Company.
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Directors and Senior Management of the Group

REBEENRSREEE

Mr. Bi Keyun (2% &), aged 76, is currently a fellow of
Chinese Institute of Electronics (Bl S T £
of Electronic Manufacturing & Packaging Technology Society
of the Chinese Institute of Electronics (FEE FE2&E ¥4l

B HE R T D &) . He is also the vice president of China
Sem|conductor Industry Association (R B FEEEITERE) .
Mr. Bi graduated from University of Science and Technology
of China (FEBIEHEMAZL)in 1963 and obtained the
qualification of senior engineer (researcher level) from the
former AE AR EMEEF T 22 (Ministry of Electronic
Industry).

€ ) and president

Mr. Bi has accumulated substantial experience in
the research and development of semiconductor technology
and has been chairman of the International Conference on
Electronic Packaging Technology & High Density Package
since 1994. Mr. Bi was an independent director of Ningbo
Kanggiang Electronics Co., Ltd. (Z)ERBEFRHDBMRAF]),
a company listed on the Shenzhen Stock Exchange, during the
period from October 2008 to December 2014. He was also an
independent director of Tianshui Huatian Technology Co., Ltd.
(RKEFEXBERM AR AR (“Tianshui Huatian”), another
company listed on the Shenzhen Stock Exchange, during the
period from 2003 to 2010, and was appointed as independent
director of Tianshui Huatian again since 29 May 2013. Mr. Bi
was appointed as an independent non-executive Director on
4 February 2013. Save as disclosed above, Mr. Bi does not
hold any directorship in other listed companies in the past
three years, and does not have any relationship with any other
directors, senior management, substantial shareholders, or
controlling shareholders of the Company.
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Directors and Senior Management of the Group

REBEENSREEE

Mr. Zhao Xiao (# 8 ), aged 48, is currently the chief
economist of Cypress Leadership Institute ( & 1A 48 & 1) #
7). He graduated from Shandong University (IUE AZ) in
July 1989 with a bachelor degree in economics and obtained
a master degree in economics in July 1995 from Institute of
Economic Research of Nankai University (B K £2 45 7% #f
ZEFT) . Mr. Zhao obtained a doctorate degree in economics
in 1999 from Guanghua School of Management of Beijing
University (JE R KEHEEFIRELEE) . Mr. Zhao is an expert
committee member of FEIEMEXHEEXEETIZHES
¥Z B2 (transliteration “Committee of Industry and Market
Research of the China Real Estate Association”). He is also a
special research fellow of China Society of Economic Reform
(FEKE BRI EHRER) .
and doctoral supervisor of University of Science and Technology
Beijing (1t &£ K &) . Further, he had previously worked
for the former State Economic and Trade Commission Research
Centre (BR&EEZ A L) and was head of Department
of Macro Strategy, Research Centre of State-owned Assets

He was previously a professor

Supervision and Administration Commission of the State
Council (Bl EZ M RP O REBEEES) . Mr. Zhao is
also an independent director of Wanda Cinema Line Co.,
Ltd (BESHRARBMHERAFR) (a company listed on the
Shenzhen Stock Exchange with stock code 2739), since 30
November 2012. Mr. Zhao was appointed as an independent
non-executive Director on 16 February 2015. Save as disclosed
above, Mr. Zhao does not hold any directorship in other listed
companies in the past three years, and does not have any
relationship with any other directors, senior management,
substantial shareholders, or controlling shareholders of the
Company.
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Directors and Senior Management of the Group

REBEENRSREEE

Mr. Liang Zhi Li ($373&37) , aged 71, is a fellow of The Chinese
Institute of Electronics (FREBIE FZ2 &) and the deputy chief
secretary of China Printed Circuit Association ( 7 B E1 #I| & & 17
21%€) . He graduated from Beihang University ( b =i 2= ik
KE) in September 1967. He has been highly involved and has
accumulated substantial experience in the printed circuit board
industry, in particular, the production of double-sided and
multi-layer printed circuit boards. Mr. Liang does not hold any
directorship in other listed companies in the past three years
and does not have any other relationship with any directors,
senior management, substantial shareholders, or controlling
shareholder of the Company. Mr. Liang was appointed as an
independent non-executive Director on 19 March 2004, and
had resigned from his directorship in the Company with effect
from 21 November 2014 (Relevant disclosure in relation to Mr.
Liang's resignation had been made in the announcement of the
Company dated 21 November 2014).

COMPANY SECRETARY

Ms. Hung Ching Yuen (& 3&), aged 35, is the company
secretary of the Company. Ms. Hung graduated from the
University of Hong Kong and obtained her Bachelor of Laws
degree and Postgraduate Certificate in Laws in 2001 and 2002
respectively. She obtained her Master of Laws degree from
University College London, University of London in September
2003. Ms Hung is a solicitor practicing in Hong Kong since
2006 and was appointed as the company secretary on 13 June
2011.
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Management Discussion and Analysis
EEENWE D

FINANCIAL REVIEW

For the year ended 31 December 2014, the turnover of the
Group was approximately HK$622,057,000, representing a
decrease of approximately 2.98% as compared to the turnover
of last year. The decrease in turnover was mainly due to the
decrease in sales of FPC. As the gross profit margins in the
sales of both FPC and flexible packaging substrates increased,
the gross profit margin for the year increased to approximately
17.14% (2013: 13.78%)).

The profit attributable to the owners of the Company for the
year 2014 was approximately HK$29,559,000, while the profit
attributable to the owners of the Company was approximately
HK$30,301,000 for 2013, representing a slight decrease of
approximately 2.45%. The slight decrease in profit was mainly
due to the substantial increases in administrative expenses and
research and development expenses which were unable to be
offset by the increase in gross profit.

For the year ended 31 December 2014, other income of
the Group amounted to approximately HK$28,492,000,
representing an increase of approximately HK$18,166,000,
representing an increase of approximately 175.92% as
compared to the corresponding period of last year. The increase
in other income was mainly contributed by the project grants/
subsidies received from the PRC government for the National
Science and Technology Major Project in 2014, which had
notably increased the amount of government grants/subsidies
for research and development projects obtained as compared to
that of last year.

For the year ended 31 December 2014, the distribution costs
of the Group amounted to approximately HK$17,189,000,
representing an increase of approximately 42.67% as compared
to that of last year. The increase in distribution expenses was
mainly attributed to the increase in allowance for bad debts
and labor cost in the year as compared to that of last year.
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Management Discussion and Analysis
EEEN®E DM

For the year ended 31 December 2014, the administrative
expenses of the Group was approximately HK$31,225,000,
representing an increase of approximately 24.25% as compared
to that of last year. The increase in administrative expenses was
mainly due to the costs incurred for the transfer of the listing
of the Company from GEM to the Main Board, as well as the
increase in salary expenses during the year.

For the year ended 31 December 2014, the research
and development expenses of the Group amounted to
approximately HK$51,261,000, representing a substantial
increase of approximately 126.93% as compared to that of
last year. The surge in research and development expenses was
mainly attributed to the substantial increase in research and
development expenses for government projects, such as the
R&D for National Science and Technology Major Project.

For the year ended 31 December 2014, the finance costs of the
Group amounted to approximately HK$3,206,000, representing
a decrease of approximately 40.70% as compared to that of
last year. The decrease in finance cost was mainly due to the
decrease in bank borrowings.

BUSINESS REVIEW AND PROSPECT
Business Review

The Group is principally engaged in the manufacture and sale
of FPC, which are mainly used for communication, LCD, and
consumer electronic products (such as mobile phones, LCD
modules, automobile electronics and cameras). The Group is
also engaged in the sourcing and sale of electronic components
and the manufacture and sale of flexible packaging substrates.
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Management Discussion and Analysis
EEENWE D

For the year ended 31 December 2014, the turnover of
the Group amounted to approximately HK$622,057,000,
representing a decrease of approximately 2.98% as compared
to 2013. During the year under review, the Group’s turnover
for the sales of FPC, the sourcing and sales of electronic
components and the sales of flexible packaging substrates
were approximately HK$484,065,000, HK$101,725,000 and
HK$36,267,000 respectively, while the turnover for the sales
of FPC, the sourcing and sales of electronic components and
the sales of flexible packaging substrates for the year ended
31 December 2013 were approximately HK$539,249,000,
HK$89,206,000 and HK$12,704,000 respectively. In 2014, the
profit attributable to the owners of the Company amounted
to approximately HK$29,559,000, representing a decrease of
approximately 2.45% as compared to that of 2013. The slight
decrease in profit was mainly due to the substantial increases
in administrative expenses and research and development
expenses which were unable to be offset by the increase in
gross profit.

During the year under review, the Group’s turnover for the
sales of FPC decreased by approximately 10.23% as compared
to that of last year, while its gross profit margin increased to
approximately 15.86% (2013: approximately 13.49%). The
turnover for the sourcing of electronic components increased
by approximately 14.03% as compared to that of last year,
while its gross profit margin decreased to approximately 9.16%
(2013: approximately 9.54%). During the year under review,
the turnover for the flexible packaging substrates business
increased by approximately 185.48% as compared to that of
last year, and its gross profit margin increased to approximately
56.64% (2013: approximately 56.06%).
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Management Discussion and Analysis
EEENWKR DM

During the year under review, the Group’s core FPC business
reported a slight decline and fell short of the expectation at
the beginning of the year. This is mainly because two major
foreign clients for the year 2013 had significantly decreased
their orders to the Group in 2014 due to market shrank in their
respective businesses. Although various efforts had been made
and the prompt adjustment in market strategies, due to the
long development cycle for new customers, and the production
lines for new products were under construction, the total
sales volume of FPC business still recorded a slight decline in
year 2014. The Nansha Factory and Suzhou Factory are mainly
responsible for the Group's FPC production.

During the year under review, the construction of factory
buildings, exterior and interior renovation, as well as equipment
procurement for the new flexible packaging substrates
production lines of phase Il of Suzhou Factory had been
completed. Installation testing of equipment was basically
completed. Small batch trial production had been carried out,
with mass production expected to commence after the first
quarter of 2015.

During the year under review, the Group’s sourcing and sale
of electronic components business maintained stable growth.
The Group had focused on steady development and risk control
of this business segment, to support the enhancement of the
competitiveness of the core FPC business through improving
and optimizing the Group’s supply management of electronic
components.
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Management Discussion and Analysis
EEENWRKR DM

During the year under review, the Group continued to increase
investment in research and development. The research and
development expenses increased by 126.93% to approximately
HK$51,261,000 as compared to the corresponding period of
last year. The Group mainly used its research and development
expenses to support the development of National Science
and Technology Major Project, recruit domestic and foreign
technical experts, renew and renovate the testing and
inspection equipment in the R&D center, and research and
develop FPC production techniques to exceed the current
capabilities. During the year under review, the Group had
expanded its technical team and lifted its technological
development standard through recruiting talents. The
management believes that the Group's research and
development capabilities in flexible packaging substrates had
been uplifted to a leading level in the PRC, and can be applied
to the batch production of new products. It is expected that
innovative technologies and new techniques in FPC will also
lead to outstanding results.

On 27 January 2014, the Group completed the subscription of
290,920,000 shares of the Company (“Shares Subscription”)
by Goertek (Hong Kong) Co., Limited (“HK Goertek”), a
nominee of GoerTek Inc. (“GoerTek”), and the placement
of 132,150,000 shares of the Company to not less than six
placees (“Placing of Shares”). The completion of the Shares
Subscription and Placing of Shares had been disclosed in the
announcement of the Company dated 27 January 2014.
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Management Discussion and Analysis
EEENWKR DM

On 11 March 2014, the Company (for itself and on behalf of
its subsidiaries) entered into a framework purchase agreement
(“Purchase Agreement”) with GoerTek (for itself and on behalf
of its subsidiaries) for a term commenced from 3 April 2014
and expiring on 31 December 2016 pursuant to which the
Group agreed to sell parts, components and other products
(including but not limited to FPC products) to Goertek (“Subject
Transactions”). As Goertek is a substantial shareholder of the
Company, the Subject Transactions constitute non-exempt
continuing connected transactions (“Continuing Connected
Transactions”) of the Company. The annual caps (“Annual
Caps”) set under the Purchase Agreement for each of the
three years ended 31 December 2014, 2015, and 2016 are
RMB60,000,000, RMB100,000,000, and RMB140,000,000
respectively. Independent shareholders’ approval had been
obtained on 16 April 2014. Details of the Purchase Agreement,
the Continuing Connected Transactions and the Annual Caps
had been disclosed in the Company’s announcement dated 11
March 2014 and the Company’s circular dated 1 April 2014.
During the period from 27 January 2014 to 31 December
2014, the aggregate amount of the Subject Transactions was
approximately RMB24,262,000 (equivalent to approximately
HK$30,641,000).

On 18 June 2014, the Company transferred the listing of its
shares from GEM to the Main Board. Details of the transfer of
listing of the Company’s shares from GEM to the Main Board
had been disclosed in the announcements of the Company
dated 11 April 2014 and 6 June 2014.
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During the year under review, approval had been obtained
for the Group’s application for the establishment of the
“02" major project titled “Development and Industrialization
of Tape High-Density and Ultra-Thin Flexible Packaging
Substrates Technology” (“02” Major Project”) under the
National Science and Technology Major Projects for the
year 2014. The implementation period for the “02"” Major
Project commenced from 2014 and expiring in 2016. It is
expected that the maximum amount of grants/subsidies to
be received from the Central Financial Fund for the "“02”
Major Project will be RMB39,214,800. On 16 September
2014, the Group had already received a grant/subsidy of
RMB13,364,000 pursuant to the “02” Major Project. The net
amount of RMB11,630,000, after deducting payments to other
independent joint responsible units, had been transferred
to the profit and loss account for the year to compensate
for the R&D expenses already incurred for the “02"” Major
Project. Besides, applications to the local government for
supplementary funding support for the “02” Major Project had
also been filed in November 2014, and the Group had received
a supplementary grant/subsidy of RMB6,060,000 from Jiangsu
provincial government in January 2015. Relevant details had
been disclosed in the Company’s announcement dated 31 July
2014,

During the year under review, in order to enhance the
development potential of the Group's flexible packaging
substrates business, to uplift the research and development
capabilities of the Group, and to build up close cooperative
relationship with major manufacturers in the semi-conductor
packaging industry in the PRC, the Group had signed an
investment agreement in relation to the capital investment
in National Center for Advanced Packaging Co., Ltd. (“NCAP
China"),
capital contribution was completed in June 2014 and the

with an investment amount of RMB15 million. The

Group currently holds approximately 9.32% equity interest in
NCAP China.
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During the year under review, in order to enhance the
Group’'s management standard and strengthen its systematic
management capabilities, the Group had entered into
agreements with relevant information system suppliers to
rebuild and enhance its management information system. The
Directors believe that through such enhancement, the goal to
achieve a centralized, standardized and digitalized management
system can be better achieved. The new management
information system is currently under trial operation.

Outlook

The Group is determined to strengthen its core competence
and to achieve the Group’s profitability goals, thereby creating
greater value for its shareholders, staff members and the
community. It is the Group’'s mission to become a major
international supplier of FPC and electronic modules, and to
become an industry leader in the PRC.

With the changing competition environment in the electronic
end-product market, and the increasing reliance placed on
electronic end-users by the FPC industry, the FPC industry is
becoming increasingly volatile and uncertain. The Group has
positioned itself as a service provider for major international
clients by lifting its automatic manufacturing standard, and by
the provision of FPC and its components, as well as high-end
flexible packaging substrates products. At present, the Group
has become an authorized supplier for a number of globally
recognized electronic manufacturers.

To fulfill the major international clients’ demand for a
global supply chain system, the Group has established two
bases in Southern China and Eastern China. As a result, the
Group has significantly improved its ability in satisfying the
major international clients’ “one-stop demand”, effectively
impremented the Group's concept of offering “one-stop
services” to its customers.
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In 2015, the Group will focus on identifying major international
clients, while intensifying its efforts in exploring the global
electronic end-user markets. The Group targets to strengthen
its technical capacity and quality control abilities, adapt to
the rising labor costs in the PRC, elevate the automation
standards in the Nansha Factory and Suzhou Factory, ensure
the mass production of flexible packaging substrates in phase
Il of Suzhou Factory, commence R&D of the end-user markets
by leveraging on the synergy created in the cooperation with
strategic investors, and strive for policy support from the
government, thereby continually strengthen the management
standards and competitiveness of the Group, and gradually
uplift its profitability.

The Board is of the opinion that the Group is now capable
of serving major international customers and fulfilling their
distinct demands. With the introduction of GoerTek as a
strategic investor, the Group has substantially enhanced its
ability to tap into the global supply chain system. Despite the
drastic changes of the economic environment in China and
the world, the restrictions electronic end-users posed on the
FPC industry, the intensified industry competition, and the
continuously increase in labor cost and other costs, the Group
is still confident that through focusing on market exploration,
supplying high-quality FPC products and high-end flexible
packaging substrates, it will be able to provide favourable
returns for its shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

The Group financed its operations primarily with internally
generated funds from operating activities and existing bank
facilities. It is anticipated that the Group has sufficient working
capital to meet its present funding requirements. As at 31
December 2014, the outstanding loan balance for the Group
was approximately HK$91,636,000, including bank overdrafts
of HK$14,307,000.
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EMPLOYEE

As at 31 December 2014, the Group had a total of 1,817
full-time employees based in Hong Kong and China (2013:
1,693 employees). For the year ended 31 December 2014,
the total labor costs (including Director’'s remuneration) for
the Group amounted to approximately HK$117,200,000
(2012: HK$93,018,000). The Group determines and reviews
the remunerations of its Directors and employees based on
their respective qualifications, experiences, performances and
the market rates, so as to maintain the remuneration of the
Directors and employees at a competitive level. The Group
participates in various defined contribution retirement plans
and insurance schemes in compliance with the statutory
obligations under the laws and regulations of China and
Hong Kong. The Directors believe that being one of the most
important assets of the Group, employees are important
contributors to the success of the Group. Apart from the
basic remuneration and employee benefits, the Company also
provides employees with share purchase option schemes so as
to reward them for their contributions to the Group, and to
enable the Group's recruitment and retention of high-caliber
employees. The Group deeply understands the importance of
staff training, therefore, regular trainings are provided to the
employees to enhance their technical and product knowledge.
The majority of the Group’s employees are stationed in China.

CAPITAL STRUCTURE

The shares of the Company have been listed on GEM since 18
August 2004.

On 27 January 2014, the Group completed the Shares
Subscription and Placing of Shares. Details of the completion
of the Shares Subscription and Placing of Shares had been
disclosed in the announcement of the Company dated 27
January 2014.
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On 18 June 2014, the Company transferred the listing of its
shares from GEM to the Main Board. Details of the transfer of
listing of the Company’s shares from GEM to the Main Board
had been disclosed in the announcements of the Company
dated 11 April 2014 and 6 June 2014.

On 25 June 2014, the option holders of the Company exercised
their share options in the Company. Number of shares of the
Company increased from 972,970,000 to 987,470,000.

The capital structure of the Company has no change since 25
June 2014. The capital of the Company comprises only ordinary
shares.

MATERIAL INVESTMENT

Save as disclosed in this report, the Group did not have any
material investments as at 31 December 2014.

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in this report, the Group did not have any
material acquisitions or disposals during the year ended 31
December 2014.

FUTURE PLANS RELATING TO MATERIAL
INVESTMENT OR CAPITAL ASSETS

The Group completed the Shares Subscription and the
Placing of Shares on 27 January 2014. The gross proceeds
from the Shares Subscription and the Placing of Shares was
approximately HK$217,030,000, while the net proceeds was
approximately HK$213,933,000 which are intended to be
used for (i) the expansion of the flexible packaging substrates
business of the Group; (i) the research and development of
new products; and (iii) general working capital of the Group.
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PLEDGE OF ASSETS OF THE GROUP

As at 31 December 2014, bank deposits of approximately
HK$2,356,000 (as at 31 December 2013: approximately
HK$2,355,000) of the Group were pledged as collateral to
secure bank facilities granted to the Group.

As at 31 December 2014, land use rights and buildings
with carrying amounts of approximately HK$19,698,000
and HK$60,324,000 respectively (as at 31 December 2013:
approximately HK$20,671,000 and HK$63,496,000) were
pledged to secure the general bank facilities granted to the
Group.

As at 31 December 2014, machinery and equipment with
carrying amount of approximately HK$59,061,000 (as at 31
December 2013: approximately HK$71,728,000) was pledged
to secure the general bank facilities granted to the Group.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31
December 2014.

GEARING RATIO

As at 31 December 2014, the net cash and cash equivalents
of the Group amounted to approximately HK$48,143,000.
As at 31 December 2014, the gearing ratio of the Group
December 2013:
approximately 56.82%), which was calculated based on the
Group's total liabilities of approximately HK$286,131,000 (as
at 31 December 2013: HK$372,184,000) and total assets of
approximately HK$807,150,000 (as at 31 December 2013:
HK$655,027,000).

was approximately 35.45% (as at 31
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EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

The income and expenditure of the Group are mainly
denominated in US dollars and RMB, while the assets and
liabilities of the Group are denominated in HK dollars and RMB.
The Group is therefore exposed to foreign exchange risk arising
from currency exposures, primarily with respect to US dollars
and RMB. The operating results and the financial position of
the Group may be affected by any changes in the exchange
rates, the Group has not taken any hedging measures in this
regard. Furthermore, the conversion of RMB denominated
balances into foreign currencies is subject to the foreign
exchange control rules and regulations promulgated by the
Chinese government. However, taking into account the Group’s
current operation and capital requirements, the Directors do
not consider the Group as a subject to any material foreign
exchange risk.

CAPITAL COMMITMENTS

Details of the Group’s capital commitments can be found in
Note 33 of the consolidated financial statements.
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INTRODUCTION

The shares of the Company were listed on GEM on 18 August
2004 and the listing of the shares of the Company were
subsequently transferred from GEM to the Main Board on 18
June 2014. Details for the transfer of listing of the shares of the
Company from GEM to the Main Board were disclosed in the
announcements of the Company dated 11 April 2014 and 6
June 2014.

Subject to the deviation as disclosed in this report, the
Company has complied with all the code provisions set out
in the Corporate Governance Code (collectively “Code”)
contained in Appendix 15 of the GEM Listing Rules (prior to
18 June 2014) and Appendix 14 of the Listing Rules (on and
after 18 June 2014) by establishing formal and transparent
procedures to protect and maximize the interests of
shareholders during the year under review.

Following the resignation of Mr. Liang Zhi Li as independent
non-executive Director, the chairman of the remuneration
committee, a member of the audit committee and a member
of the nomination committee on 21 November 2014, the
proportion of independent non-executive Directors of the
nomination committee fell below the requirement under code
provision A.5.1. Following the appointment of Mr. Zhao Xiao
on 16 February 2015, the Company has complied with the
requirement under code provision A.5.1.

DIRECTORS' SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less favorable
than the standard of dealings as set out in Rules 5.48 to 5.67
of the GEM Listing Rules (prior to 18 June 2014) and Appendix
10 of the Model Code of the Listing Rules (on and after 18
June 2014). Having made specific enquiry on all Directors, it
is confirmed that the Directors have complied with such code
of conduct and the standard of dealings regarding securities
transactions throughout the year ended 31 December 2014.
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BOARD OF DIRECTORS AND BOARD MEETING

The Board currently consists of 2 executive Directors and 6 non-
executive Directors of which 3 are independent non-executive
Directors:

Executive Directors:
Mr. Xiong Zheng Feng (Chairman)
Mr. Chai Zhi Qiang (Chief Executive Officer)

Non-executive Directors:

Ms. Li Ying Hong (re-designated from an executive director
to a non-executive director on 5 September 2014)

Mr. Gong Jiantang
(appointed on 27 January 2014)

Mr. Gao Xiaoguang (appointed on 12 March 2015)

Mr. Meng Weiwei (resigned on 5 September 2014)

Independent non-executive Directors:

Mr. Hung Chi Yuen Andrew

Mr. Bi Keyun

Mr. Zhao Xiao (appointed on 16 February 2015)
Mr. Liang Zhi Li (resigned on 21 November 2014)

The Board is responsible for the Group’s corporate policy
formulation, business strategy planning, business development,
risk management, major acquisitions, disposals and capital
transactions, and other significant operational and financial
matters. Major corporate matters that are specifically delegated
by the Board to the management include the preparation of
annual and interim accounts for the Board’s approval before
reporting to the public, execution of business strategies and
initiatives adopted by the Board, implementation of adequate
systems of internal control and risk management procedures,
and compliance with relevant statutory requirements, rules
and regulations. During the year under review, the Board and
its audit committee, remuneration committee and nomination
committee have performed corporate governance duties in
accordance with the functions set out in the code provision
D.3.1.
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Details of backgrounds and qualifications of the chairman
and other Directors of the Company are set out on pages 10
to 18 of this annual report. All Directors have given sufficient
time and attention to the affairs of the Group. Each executive
Director has sufficient experience to hold the position so as
to carry out his duties effectively and efficiently. There is no
relationship among the members of the Board.

During the year under review, the Company appointed
one non-executive Director. The Company appointed one
independent non-executive Director since 16 February 2015
and one additional non-executive Director since 12 March
2015. All appointed directors have appropriate and sufficient
experience and qualification to carry out their duties to protect
the interests of shareholders. Mr. Gong Jiantang was appointed
as a non-executive Director with effect from 27 January 2014.
Ms. Li Ying Hong was re-designated as a non-executive Director
from an executive director on 5 September 2014. Mr. Gao
Xiaoguang was appointed as a non-executive director on 12
March 2015. Mr. Hung Chi Yuen Andrew, Mr. Bi Keyun and
Mr. Zhao Xiao are independent non-executive directors. Mr.
Hung Chi Yuen Andrew was appointed for a term of three
years commenced from 17 October 2011. Mr. Bi Keyun was
appointed as an independent non-executive Director for a term
of three year commenced from 4 February 2013. Mr. Zhao Xiao
was appointed as an independent non-executive director for a
term of three years commenced from 26 February 2015. All of
them are subject to retirement by rotation and re-election at
the annual general meeting in accordance with the Company’s
articles of association.

Under the Code Provision A.4.2, every director shall be subject
to retirement by rotation at least once every three years.

Pursuant to the requirements of the Listing Rules, the Company
has *received written confirmation from each independent
non-executive Director confirming his independence to the
Company. Based on such confirmations of independence, the
Company considers all the independent non-executive Directors
to be independent.

During the year under review, Mr. Xiong Zheng Feng was
the chairman and Mr. Chai Zhi Qiang was the chief executive
officer.
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The roles of the chairman and the chief executive officer were
segregated and were not exercised by the same individual
during the year under review. The chairman’s responsibility was
to manage the Board while the chief executive officer's was to
manage the business of the Company.

The Board held a full board meeting each quarter.

REEFA TERTRERZBIEAME D
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Details of the attendance of the meetings of the members of ZEEEXEAELBBTFALFESS S H 2Lk
the Board during the year under review are as follows: FEIBIAT
Attendance
Directors 2= R #
Mr. Xiong Zheng Feng ARIE & %o A& 4/4
Mr. Chai Zhi Qiang LeEsR A 4/4
Ms. Li Ying Hong TRRAT £ 4/4
Mr. Meng Weiwei (resigned on 5 September 2014)  #H&ExRE (R -ZE—O4F 3/4
NARBEMT)
Mr. Hung Chi Yuen Andrew HEELAE 4/4
Mr. Liang Zhi Li (resigned on 21 November 2014) RELGE(RZE—NF 3/4
+—AZ+—B&T)
Mr. Bi Keyun En L4 4/4
Mr. Gong Jiantang (appointed on 27 January 2014) BRZEH®4E (R -ZE—OF 4/4
—AZ+tERAEZMT)
Mr. Zhao Xiao (appointed on 16 February 2015) HEEE (RZE—h1F 0/4
ZATAAEEME)
Mr. Gao Xiaoguang (appointed on 12 March 2015) &EEXEE (R-_ZT—AHF 0/4

“A+t=RAEZMT)

Apart from the above regular board meetings of the year, the
members of the Board will meet on other occasions when a
board-level decision on a particular matter is required. The
Directors will receive agenda and details of items for decision in
advance of each board meeting.

BRERFATHESTS SR EFEKEHR
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CONTINUOUS TRAINING AND DEVELOPMENT OF
DIRECTORS

During the year under review, the Company engaged a
professional training institution to provide all directors with
relevant training on directors’ responsibilities and information
disclosure, relations between assessment and financial
reporting. Internal training in relation to amendments to the
Listing Rules was organized. Other than Mr. Zhao Xiao who was
appointed on 16 February 2015 and Mr. Gao Xiaoguang who
was appointed on 12 March 2015, all Directors had complied
with the requirements set out in the code provision A.6.5 by
participating in the continuous professional development,
developing and refreshing their knowledge and skills, in order
to ensure that their contribution to the Board would remain
informed and relevant.

REMUNERATION COMMITTEE

The remuneration committee was established in August
2005 with written terms of reference. During the year under
review, Mr. Liang Zhi Li, an independent non-executive
director, was the chairman of the committee. Other members
of the remuneration committee included Ms. Li Ying Hong
and Mr. Bi Keyun. Mr. Liang Zhi Li resigned as the chairman
of the committee on 21 November 2014 and Mr. Zhao Xiao
was appointed as the chairman of the committee on 16
February 2015. Accordingly, the majority of the members were
independent non-executive directors.

The role and function of the remuneration committee included
the determination of the specific remuneration packages of
all executive Directors, including benefits in kind, pension
rights and compensation payments, such as any compensation
payable for loss or termination of their office or appointment,
and the provision of recommendations to the Board on the
remuneration of non-executive Directors. The remuneration
committee should consider factors such as salaries paid by
comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the
Group and feasibility of performance-based remuneration.
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During the year under review, two meetings were held by the
remuneration committee. Details of the attendance of the
remuneration committee meeting are as follows:

REBFA FHZES@RBITMAEH -EF
LEFMEZEgeR 2RBHBUT:

Attendance
Directors ==} R E
Mr. Liang Zhi Li (resigned on 21 November 2014) RENTEE (RZE—HF 2/2
+—A=+—H#&T)
Ms. Li Ying Hong TRRAT 22t 2/2
Mr. Bi Keyun B2 L4 2/2
Mr. Zhao Xiao (appointed on 16 February 2015) HELE(RZZ—RF 0/2
—At+NBEZRE)

The remuneration committee of the Company has considered
and reviewed the existing terms of employment contracts of
the executive Directors and those of appointment letters of
the independent non-executive Directors. The remuneration
committee of the Company considers that the existing terms
of employment contracts of the executive Directors and
appointment letters of the independent non-executive Directors
are fair and reasonable.

NOMINATION COMMITTEE

The nomination committee was established on 22 March
2012 with written terms of reference. During the year under
review, the chairman of the committee was Mr. Xiong Zheng
Feng. Other members included Mr. Hung Chi Yuen Andrew
and Mr. Liang Zhi Li. Mr. Liang Zhi Li resigned as a member of
the committee on 21 November 2014 and Mr. Zhao Xiao was
appointed as a member of the committee on 16 February 2015.
Accordingly, the majority of the members were independent
non-executive directors.
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The nomination committee shall review the structure, size
and composition of the Board (including skills, knowledge,
experience, past performance and qualification, etc.) and assess
the independence of independent non-executive directors and
the adequacy of Corporate Governance Code. The committee
is responsible for formulating nomination policy, identifying
candidates for Directors and making recommendations to
the Board in respect of the nomination, appointment or
reappointment of Directors and succession plan of Directors.

The Company acknowledges that the diversification of the
members of the Board has positive effects on enhancing the
Group’s performance. The Company sees the diversification
of the members of the Board as an important supporting
factor for the Group to achieve its strategic goal and maintain
sustainable growth. In deciding the composition of the Board,
the Company will consider the Board diversity from various
perspectives, including but not limited to sex, age, cultural
and academic background, race, professional experience,
skills, knowledge and terms of services. All of our Directors
are appointed according to the principle of meritocracy while
all candidates are being selected objectively, and the benefit
of Board diversity will also be taken into full consideration.
The nomination committee will review the diversity of the
composition of the Board on regular basis, and will monitor the
implementation of this policy, so as to ensure this policy has
been effectively implemented.

During the year under review, one meeting was held by the
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B B BB 2 17T - AR AR T2
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nomination committee. Details of the attendance of the HERBEZES SR CHFBUT:
nomination committee meeting are as follows:

Attendance
Directors 2= R #
Mr. Xiong Zheng Feng ARIE & 5o A& 1/1
Mr. Hung Chi Yuen Andrew HEERLE 1/1
Mr. Liang Zhi Li (resigned on 21 November 2014) RELFE (RZT—MF 1/1

T—AZ+—BEE)

Mr. Zhao Xiao (appointed on 16 February 2015)

HEEE (R-_FT—RF

0/1

“AtTRAEZRE)
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The nomination committee considered and resolved that all the
existing Directors should be recommended to be retained by
the Company.

AUDITOR’'S REMUNERATION

The audit committee of the Company was responsible for
considering the appointment of the external auditor and
reviewing any non-audit function performed by the external
auditor, including whether such non-audit functions could
lead to any potential material adverse effect on the Company.
During the year under review, the Group was required to pay
an aggregate amount of approximately HK$780,000 to the
external auditor for their audit service.

AUDIT COMMITTEE

The Company established the audit committee with written
terms of reference in compliance with Rules 3.21 to 3.23 of
the Listing Rules. The primary duties of the audit committee
are to review and supervise the financial reporting process
and internal control system of the Group and provide advice
and comments on the Company’s draft of annual reports and
accounts, half-year reports and, prior to the transfer of listing
of the shares of the company from GEM to the Main Board,
quarterly reports. During the year under review, the audit
committee comprised of three members, namely Mr. Hung Chi
Yuen Andrew, Mr. Liang Zhi Li and Mr. Bi Keyun. Mr. Liang Zhi
Li resigned as a member of the committee on 21 November
2014 and Mr. Zhao Xiao was appointed as a member of the
committee on 16 February 2015. All of them were independent
non-executive Directors. The chairman of the audit committee
was Mr. Hung Chi Yuen Andrew.
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During the year under review, 4 meetings were held by the BEZZECREBEFRNEITONASH BZE
audit committee. Details of the attendance of the audit E&@mzHERLSFBOT:
committee meetings are as follows:
Attendance
Directors =23 HERE
Mr. Hung Chi Yuen Andrew HEEE A 4/4
Mr. Liang Zhi Li (resigned on 21 November 2014) RESFEE (RZZT—MEF 4/4
+—AZ+—H#F)
Mr. Bi Keyun B2 AE4E 4/4
Mr. Zhao Xiao (appointed on 16 February 2015) HELE(RZZ—RF 0/4
—“ A+ NBEZE)
During the year under review, the Group's unaudited quarterly REIBEF AN AEEHE_ZT—WF+ A

and interim results and audited annual results for the year
ended 31
committee, which was of the opinion that the preparation of

December 2014 were reviewed by the audit

such results complied with the applicable accounting standards
and requirements and that adequate disclosure were made. The
audited consolidated results of the Group for the year were
reviewed by the audit committee.

DIRECTORS' RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledged their responsibilities for the
preparation of accounts, and confirmed that the financial
statements of the Company were prepared in accordance with
statutory requirements and applicable accounting standards.
The Directors confirm that, to the best of their knowledge,
information and belief, and having made all reasonable
enquiries, they are not aware of any undisclosed material
uncertainties relating to events or conditions which may cast
significant doubt upon the Company’s ability to continue as a
going concern.
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COMPANY SECRETARY

Ms. Hung Ching Yuen was appointed as the company secretary
on 13 June 2011. Ms.
service provider to the Company and a solicitor practicing in

Hung Ching Yuen is an external

Hong Kong. She has taken no less than 15 hours of relevant
professional training as required by the Listing Rules. The
primary contact person between the Company and Ms. Hung
Ching Yuen is Mr. Jiang Maoping, officer responsible for
compliance and legal matters.

INTERNAL CONTROL

The Company conducted regular review on its internal control
system to ensure an effective and adequate internal control
system was in place. The Company convened meetings
periodically to discuss financial,

operational, compliance and

risk management control.
AUDITOR

During the year under review, the performance of the external
auditor of the Company was reviewed. It is proposed to
reappoint the external auditor at the forthcoming Annual

General Meeting.
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INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Company keeps on promoting investor relations and
enhancing communication with the existing shareholders
and potential investors. The Company welcomes suggestions
from investors, stakeholders and the public. The Company
has disclosed all necessary information to the shareholders
and investors in compliance with the Listing Rules and uses
a number of formal communications channels to account to
shareholders and investors for the Company. These include
(1) the publication of announcements and notices, financial
information and corporate governance information available
on the websites of the Hong Kong Stock Exchange and the
Company; (2) the annual general meeting or extraordinary
general meeting provide a forum for shareholders of the
Company to raise comments and exchange views with the
Board; (3) information@akmcompany.com, an email specifically
set up by the Company for communications with investors and
provide timely replies to the enquires from investors; (iv) the
provision of services for shareholders through the Company’s
registered office and share registrar in Hong Kong.

There was no significant change in the Memorandum and
Articles of Association of the Company during the year ended
31 December 2014.

AKM Industrial Company Limited ZEFEEXERAT
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SHAREHOLDERS' RIGHTS

Pursuant to Articles 65 of the Company’s Memorandum and
Articles of Association, the Directors may, whenever they
think fit, convene an extraordinary general meeting, and an
extraordinary general meeting shall also be convened upon
request by shareholders of the Company as provided by the
new Hong Kong Companies Ordinance (Cap. 622) (with effect
from 3 March 2014), or, in default, may be convened by the
shareholders requesting the convening of an extraordinary
general meeting.

According to Sections 566 to 568 of the new Companies
Ordinance (Chapter 622) which has become effective on 3
March 2014, the Directors are required to call an extraordinary
general meeting if the Company has received requests to do
so from shareholders of the Company representing at least
5% of the total voting rights of all the shareholders having
a right to vote at general meetings. Shareholders of the
Company may deposit at the registered office of the Company
a written request, which shall state the general nature of the
business to be dealt with at the meeting and include the text
of the resolution to be proposed at the meeting, and shall be
signed by the shareholders who made the demand. Where
the Directors do not, within twenty one days from the date
of depositing the demand, duly convene an extraordinary
general meeting to be held on a day not later than 28 days
after the date on which the notice convening the meeting is
given, the shareholders who made the demand or shareholders
representing more than half of the voting rights of such
shareholders may convene an extraordinary general meeting
themselves in the same manner, as nearly as possible, as that in
which extraordinary general meetings may be convened by the
Directors of the Company, and all reasonable expenses incurred
by the shareholders who made the request as a result of the
failure of the Directors to duly convene an extraordinary general
meeting shall be reimbursed by the Company.
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There is no provision allowing shareholders to move
new resolutions at general meetings under the Articles
of Association of the Company or the new Hong Kong
Companies Ordinance (Cap. 622). Shareholders who wish to
move a resolution may request the Company to convene an
extraordinary general meeting by following the procedures set
out in the preceding paragraph.

In relation to proposing a person for election as a director,
please refer to the procedures available on the website of the
Company.

Shareholders may at any time send their enquiries and concerns
to the Board in writing to the Company’s registered office in
Hong Kong at Rooms 2708-11, 27th Floor, West Tower, Shun
Tak Centre, 168-200 Connaught Road Central, Hong Kong.
Shareholders may also send such enquiries and concerns to
information@akmcompany.com, an email specifically set up by
the Company for investor communications.
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The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements

for the year ended 31 December 2014.

SEGMENT INFORMATION

The Group’s principal activities are the manufacture and sale
of flexible printed circuit, sourcing and sale of electronic
components as well as the manufacture and sale of flexible
packaging substrates. An analysis of the Group's turnover by
geographical market of its customers and operating segments
for the year ended 31 December 2014 are set out in note 5 to
the consolidated financial statements.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and is
engaged in sourcing of raw materials and equipment for its
subsidiaries and trading of flexible printed circuit and flexible
packaging substrates. The activities of its principal subsidiaries
are set out in note 15 to the consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2014
are set out in the consolidated statement of profit or loss and
other comprehensive income on page 62.

The Directors do not recommend the payment of final dividend
for the year ended 31 December 2014 (2013: nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year under review in the
property, plant and equipment of the Group and the Company
are set out in note 13 to the consolidated financial statements.
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SHARE CAPITAL

Details of the share capital of the Company are set out in note
26 to the consolidated financial statements.

DIRECTORS

The Directors during the year under review and up to the date
of this report were as follows:

Executive Directors:
Mr. Xiong Zheng Feng (Chairman)
Mr. Chai Zhi Qiang (Chief Executive Officer)

Non-executive Directors:

Ms. Li Ying Hong (reappointed from an executive director
to a non-executive director on 5 September 2014)

Mr. Gong Jiantang
(appointed on 27 January 2014)

Mr. Gao Xiaoguang (appointed on 12 March 2015)

Mr. Meng Wei Wei (resigned on 5 September 2014)

Independent non-executive Directors:

Mr. Hung Chi Yuen Andrew

Mr. Bi Keyun

Mr. Zhao Xiao (appointed on 16 February 2015)
Mr. Liang Zhi Li (resigned on 21 November 2014)

Pursuant to Article 101 of the Company’s Articles of
Association, at each annual general meeting one-third of the
Directors for the time being, or, if their number is not three
or a multiple of three, then the number nearest to but not
exceeding one-third, shall retire from office, provided that every
Director shall be subject to retirement by rotation at least once
every three years. The Directors to retire in every year shall be
those who have been longest in office since their last election.
Accordingly, Mr. Chai Zhi Qiang and Ms. Li Ying Hong will
retire and being eligible, offer themselves for re-election at
the annual general meeting in accordance with the Articles of
Association of the Company.
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Pursuant to Article 92 of the Company’s Articles of Association,
the Board shall have power from time to time, and at any time
to appoint any person as a Director either to fill a vacancy or
as an addition to the Board. Any Director so appointed shall
hold office only until the next following annual general meeting
of the Company and shall then be eligible for re-election at
that meeting. Mr. Gao Xiaoguang, a non-executive Director
appointed by the Board on 12 March 2015 and Mr. Zhao Xiao,
an independent non-executive Director appointed by the Board
on 16 February 2015 will also retire and being eligible, offer
themselves for re-election at the annual general meeting.

Each of the executive Directors has entered into a service
contract with the Company for a term of three years and
thereafter will continue until being terminated by not less than
three months’ notice in writing served by either party on the
other. Each of the non-executive Directors and independent
non-executive Directors has been appointed by the Company
under a letter of appointment for a term of three years which
is terminable by not less than three months’ prior notice in
writing served by either party on the other.

Save as disclosed above, none of the Directors has a service
contract with the Company or any of its subsidiaries which is
not determinable by the Company within one year without
payment of compensation other than statutory compensation.

Details of the Directors and chief executives’ remuneration are
set out in note 10 to the consolidated financial statements.

SHARE OPTION SCHEMES

Pursuant to written resolutions of the then shareholders of
the Company on 6 August 2004, the Company adopted a Pre-
IPO Share Option Scheme (the “Pre-IPO Scheme”) and another
share option scheme (the “Scheme”). Particulars of the Pre-
IPO Scheme and the Scheme are set out in note 27 to the
consolidated financial statements. The Scheme lapsed on 17
August 2014. During the year ended 31 December 2014, no

options were granted under the Scheme.
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RIS b ATR IR A BIE I Y BRI B
BHHENT :

Details of the movements in the number of options during the

year which have been granted under the Pre-IPO Share Option

Scheme are as follows:

Number of share options

BREZE
Exercise price  Outstanding at Exercised during Outstanding at
Type of participants  Date of grant Exercisable period per share 1.1.2014 the Year 31.12.2014
R-E-m% RZZ2-R%F
—-R-H +=ZB=+-H
SREHZRER R AH TEHE SRTEE i K 17 ERETE i K AT
(Note 1) (Note 1 and 2) HKS (Note 3)
(Hiit1) (Hit1R2) BT (Hi3)
Directors
EZ
Mr. Xiong Zheng Feng  6.8.2004 18.8.2005 t0 6.8.2014 0.4 2,000,000 (2,000,000) -
BRIFELE “ZEMENANA “ZEERENATNRE
ZE-MENARE
Mr. Chai Zhi Qiang 6.8.2004 18.8.2005 t0 6.8.2014 0.4 2,800,000 (2,800,000) -
ot i “ZEMENANA “ZEERENATNRE
ZE-MENARE
Ms. Li Ying Hong 6.8.2004 18.8.2005 t0 6.8.2014 0.4 600,000 (600,000) -
FHALL “ZEMENANA “ZEERENATNRE
ZE-MENARE
5,400,000 (5,400,000) -
Employees 6.8.2004 18.8.2005 t0 6.8.2014 0.4 3,000,000 (3,000,000) -
EE “ETNAE “EERFNATNREZ
AV = T-NENAKRA
Total 8,400,000 (8,400,000) -
@&t
Notest Hiat -
1. All dates are shown in the sequence of day.month.year. 1. FrEBEIEFLAE - A AR KR
2. These share options are exercisable, starting from the first anniversary of 2. ZEERETS ETANHEEFEEREEREAY

BEIRIL25% F AT - fTEE HARR B 4% ) A B 5T T
BI04 -

the listing date at stepped annual increments of 25% of the total options
granted, for a period of not later than 10 years from the date of grant.

3+ On 25 June 2014, an aggregate of 8,400,000 shares were issued by the 3.
Company pursuant to the exercise of share options by certain directors and

RZE-—MERNAZ+RB ARRARBEZATE
Z AR RSB E KR 8 3 17A $£8,400,000%

employees of the Company. & 17
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Details of the movements in the number of options during S RNREEHFL 2 B ESE ZsH15 00
the year which have been granted under the Scheme are as T :
follows:
Number of share options
BREHE

Name or category Exercise price  Outstanding at Exercised during Outstanding at
of participant Date of grant Exercisable period per share 1.1.2014 the year 31.12.2014

R-ZZ-m%E RZZ-M%F

—-R—H +ZA=+-H
SEERALER RitiAH TEEE BRITHEE i RAT ERETR e RAT 6
(Note 1) (Note 1 and 2) HKS (Note 3)
(Hizt1) (Hi#1R2) AT (Hii3)
Employees 9.7.2007 10.7.2007 t0 9.7.2017 0.36 6,100,000 (6,100,000) -
EE “ZETtELANA 2T ELATAZE
“Z—tELANA

Total 6,100,000 (6,100,000) s
@t
Notes: Wit
1. All dates are shown in the sequence of day.month.year. 1. FEREYIEFRAF - A BBART
2. These share options are exercisable, starting from the day after the date 2. ZZHERETABBRERLASHE AR T UITE 17T

upon which the options were granted, for a period of not later than 10

years from the date of grant.

3. On 25 June 2014, an aggregate of 6,100,000 shares of the Company were 3.
issued by the Company to such employees pursuant to the exercise of their

respective share options.

Save as disclosed above, none of the Directors or their spouses
and children under the age of 18 had any right to subscribe for
the securities of the Company, or had exercised any such right

during the year.

B £

RF

EEIRR B R H B B R ET TR IB10%F -

RZZT—WEANAZ+RB ARAREBEEZAITE
EMZSREEITA #£6,100,0000% % 15 °

N
>
puni}
:‘E
fit
=
=
=
r
ot
i)

XFEBEEIN BECMNEFIEREBR

BEATFREERBARRZFZER X

RATEE ] % SRR -
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DIRECTORS' INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES AND
DEBENTURES

Save as disclosed below, as at 31 December 2014, none of
the Directors and the chief executive and their respective
associates had or was deemed to have any interests or short
positions in the shares, underlying shares and debentures of the
Company or its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (Cap. 571
of the Laws of Hong Kong) (the “SFQ")), as recorded in the
register maintained by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code"”) contained in
Appendix 10 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on the Stock Exchange of Hong Kong

Limited (the “Stock Exchange”):

(a) The Company

(i)

Interest in shares of the Company

Class and number of

ESRKRM - HEROKEREE 2RS

5879

BRTXAAEEEN R-B-—MF+-_A=1+—
B REZERRSTRAEBERKERAZHE
AETRARBREEEEE (& LB EED
FSNE(REHFEAEGHRI) (BHFEBEK
B11) EXVED) Z Bfn - AR D EREES - A
BREIRESEAARERESFLMEGRDE
3521!%%5)\$"ﬂ1%ﬁ21‘a5ﬂ%?ﬂ HAREE

BMERSMABARAR (B ESF LWR
ﬁ'J(H:m%Eﬁ'JJ)Wﬁ‘-i—ﬁﬁ%EE‘M:m RIESE
TEFRXZNFESTRI ([FEFR]) HEAM
EARRNBI R SRR

(a) &xAF
(i) REXGRGZHEZR

Approximate
percentage of
total issued share

Name of shares of capital in the
the Company which interested Long/ Company
in which (other than under short as at 31 December
Name interest is held equity derivatives) Capacity position 2014
R-2-OF
R #ER2 t+tZA=+-H
ShRYA EARAZH
REHRERERZ (BR&fTE #e/ BRTREZ
#e ARER IEKRM) &H KE BREAL
* Mr. Xiong Zheng Feng the Company 13,800,000 Beneficial owner Long 1.40
(Note 1) ordinary shares
RRIEBSEAE (1) /N 13,800,000/ EEHR EBHEEBA e
Mr. Chai Zhi Qiang the Company 10,770,000  Beneficial owner Long 1.09
(Note 2) ordinary shares
REREE (WiH2) i WN] 10,770,000k L@k E&mEAA e
Ms. Li Ying Hong the Company 5,300,000 Beneficial owner Long 0.54
(Note 3) ordinary shares
TRAL T (H5#3) NG| 5,300,000 EEi EEEEA e
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Notes:

1. On 25 June 2014, an aggregate of 2,000,000 ordinary
shares of the Company were issued to Mr. Xiong Zheng Feng
pursuant to the exercise of all the share options granted to
him under Pre-IPO Scheme, at an exercise price of HK$0.40
per share. During the period from 28 October 2014 to 30
October 2014, Mr. Xiong Zheng Feng disposed an aggregate
of 4,950,000 ordinary shares of the Company at prices ranging
from HK$1.452 to HK$1.512 per share. Since 30 October
2014, Mr. Xiong Zheng Feng has been the beneficial owner of
an aggregate of 13,800,000 ordinary shares in the Company.

2. On 25 June 2014, an aggregate of 2,800,000 ordinary shares
of the Company were issued to Mr. Chai Zhi Qiang pursuant to
the exercise of all the share options granted to him under Pre-
IPO Scheme, at an exercise price of HK$0.40 per share. During
the period from 9 October 2014 to 4 November 2014, Mr.
Chai Zhi Qiang disposed an aggregate of 5,530,000 ordinary
shares of the Company at prices ranging from HK$1.180 to
HK$1.540 per share. Since 30 October 2014, Mr. Chai Zhi
Qiang has been the beneficial owner of an aggregate of
10,770,000 ordinary shares of the Company.

3. On 25 June 2014, an aggregate of 600,000 ordinary shares of
the Company were issued to Ms. Li Ying Hong pursuant to the
exercise of all the share options granted to her under Pre-IPO
Scheme, at an exercise price of HK$0.40 per share. Since 25
June 2014, Ms. Li Ying Hong has been the beneficial owner of
an aggregate of 5,300,000 ordinary shares of the Company.

(b) The associated corporation

As at 31 December 2014, to the best knowledge of the
Directors, none of the Directors nor chief executive of
the Company had or was deemed to have any interests
or short positions in the shares or the underlying shares
or debentures of any associated corporations of the
Company (within the meaning of Part XV of the SFO) that
was required to be recorded pursuant to section 352 of
the SFO; or as otherwise notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO and the Model Code.

Brat -

1. R-ZZE—MFESA=-THHB RREELLE
ERRRRBEEEGRITEE0.408 LT
EEA EMAIEREZER T 22 0E
R A 1) E 31T ZOOOOOOijt%Hx"EA:
T—NFE+A=-+tN\BE=_Z—NF+A
E‘FE,H\,@FE-?',\EIEW%?‘EELAHXJ?Y:JWL
14528 TEHZRS1.5128 THERE LA
ARElE $£4,950,0000% @K - B =T —
FE+A=1+AR REELXEARDTA
$£13,800,000k AR BE=EA A ©

2. R-IZE-—HNENA-+HAB %£EBwEE
EARRNRRBEEUESRITER0.408 LT
FEER EMATERES SRR T 2258
A% ) H 277 ££2,800,000% Hi@ AL - A =
Z-mE+ANBE-Z—WE+— AN
BEIR - R E SR FH&E1.180
BILE &= 1.5408 THERE HARQA
A #£5,530,000/% % 37 % - Q:%fmi
TRA=THE XEREEABRAAAEH
10,770,000Hanﬁﬂxﬂﬁﬂﬁﬁ%ﬁ)\o

3. R-Z-—MNEXNA-+HB FTMOALL
BARARLERITHEME40TITHERER L
MATERE TSR T2 2 ERERE
217 600,000 @K - T — W4
NAZTHER THALLTAERARHK
5,300,000 R EBREBE=EA A

(b) ABBEE

BE_Z—M&E+_A=+—H BE=S
Fia BMEARAEZEETHESITHRAER
RATMEMBEBEE (EXRBHRHRE
BB ZEXVED) 2 AR {7 Sk AB B AR 10 ok (B 2%
FHEE SRR EREA T WREE S RHEK
BIEE352IE 2 MEA TR IBIEEEH R
HA I SEXVER 7 285y 38 M AZ #E <7 BII 78
MEARRA R 2SR -

2
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share options disclosed above, at no time during
the year was the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries, a party to any arrangements
to enable the Directors of the Company to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.

DIRECTORS' INTEREST IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance to which the Company, its holding
companies, fellow subsidiaries or subsidiaries was a party and
in which a Director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors and the top five
highest paid individuals of the Group are set out in note 10 to
the consolidated financial statements.

@ AKM Industrial Company Limited ZEFEEXERAT
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SUBSTANTIAL SHAREHOLDERS FERRK

Save as disclosed below, as at 31 December 2014, no person R-ZE—WE+_-F=+—H B FNXFriFEE
other than certain Directors or chief executive of the Company & WE IR AL (FTEBEFTARAEFH R
had any interests or short positions in the shares and underlying STHAE) REHEARRIREZESLRBHE
shares of the Company as recorded in the register of substantial &I 5533615BEF 2 £ ZR R A M AL A
shareholders maintained by the Company pursuant to Section 2 BIRX D MABREA ) 2 T AR AR « 3l
336 of the SFO, or which would fall to be disclosed to the HiEEZESNEASEFIEXVERE2 %39 502 1K
Company under the provisions of Divisions 2 and 3 of Part XZARAQAGRE Z(TAERTARE KEE
XV of the SFO or who were directly or indirectly interested in 8k &4 # & Bt %5 4 FI| AT 72 (£ (] 1550 N A AN 52 ]
5% or more of the nominal value of any class of share capital {EAIKEARIRERS ERE 2 ERFERIKA
carrying rights to vote in all circumstances at general meetings  HI{E5%38k A £ 2 #E2s o

of any members of the Group.

Class and
number of Approximate
securities in percentage of
which interested total issued share
(other than under  Long/short capital in the
Name of substantial shareholder ~ Capacity equity derivatives)  position Company
RE2ES
ERRYE ERDREH
(BR&fTE  #E/ BRITREZ
TERRER EL) TAEKRS) HKe BB
(Note 3)
(HaE3)
Alpha Luck Industrial Ltd. Beneficial owner 360,000,000  Long 36.46
("Alpha Luck") ordinary shares
ZHNEXBRRA([ZHNEXR]) EREAA 360,000,000 E@ik 4B
Silver City International (Holdings) Ltd. Interest in controlled 360,000,000  Long 36.46
(“Silver City") (Note 1) corporation ordinary shares
REAR (RB)ARLA REZHI AR #ER 360,000,000 B/ FE
(IRE-R]) (H51) »
China North Industries Corporation Interest in controlled 360,000,000  Long 36.46
("CNIC") (Note 1) corporation ordinary shares
FEILF TEAF REERH AR #ER 360,000,000k E &l R

(MEARIE]) (K1)
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Class and
number of Approximate
securities in percentage of
which interested total issued share
(other than under  Long/short capital in the
Name of substantial shareholder ~ Capacity equity derivatives)  position Company
EEzES
ERIREAE L NG
(REfTE  #E/ BRITREZ
TERRER L) TAEKRS) H%# BRBEDLL
(Note 3)
(Hrit3)
HK Goertek Beneficial owner 290,920,000 Long 29.46
ordinary shares
EERBRER ERAA 290,920,000k LA A
Weifang Goertek Trading Co., Limited Interest in controlled 290,920,000  Long 29.46
(“Weifang Goertek”) (Note 2) corporation ordinary shares
HTTEEHERRF REZHIDA 2 290,920,000 @k  HE
(FEHTR]) (H2)
GoerTek (Note 2) Interest in controlled 290,920,000  Long 29.46
corporation ordinary shares
TBBER (Hit2) i3 IVNCIPA: $23 290,920,000 & @l HE

Notes:

1. As Alpha Luck is wholly and beneficially owned by Silver City, which in turn
is wholly and beneficially owned by CNIC, both Silver City and CNIC are
deemed to be interested in the same number of shares of the Company
held by Alpha Luck under Part XV of the SFO.

2. As HK Goertek is wholly and beneficially owned by Weifang Goertek, which
in turn is wholly and beneficially owned by GoerTek, both Weifang Goertek
and GoerTek are deemed to be interested in the same number of shares of
the Company held by HK Goertek under Part XV of the SFO.

3. None of Alpha Luck, Silver City, CNIC, HK Goertek, Weifang Goertek nor

“GoerTek was interested in any securities of the Company under equity
derivatives.
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RESERVES

The Company's reserves available for distribution to
shareholders as at 31 December 2014 comprised the retained
profits of HK$71,567,000.

Details of changes in reserves of the Group and the Company
during the year are set out in the consolidated statement of
changes in equity on page 66 and note 28 to the consolidated
financial statements.

CONFIRMATIONS OF INDEPENDENT
NONEXECUTIVE DIRECTORS

The Company has received, from each of the independent
non-executive Directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. Based
on such confirmation, the Company considers that all of its
independent non-executive Directors are independent.

RETIREMENT BENEFITS SCHEMES

Details of the Group's retirement benefits schemes for the
year ended 31 December 2014 are set out in note 34 to the
consolidated financial statements.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the Directors of the Company are decided
by the Remuneration Committee, having regard to the
Company’s operating results, individual performance and
comparable market statistics.

The Company has adopted share option schemes as an
incentive to Directors and eligible employees, details of the
schemes are set out in note 27 to the consolidated financial
statements.

fié 18

NR-ZZE—NME+-A=+—H AQFfA#EHH
BETREZFEEARE H 71,567,000 T °

FRAREERANRAHEESFIEHRNFEC6R
RERDEB R NRE MWK ME28 -

BYFATESZHEIAR

ARABHER ERELTRAE3 136G WEE
EBMIEATESFREBIMEH 2 FEHER
B o BN IHER N ARBIRRE D EIBILIEHN
TEEH /B -

RARE AT E
BE_Z—NF+_A=+—HIFE Fx&E
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AEBREZHERRAFHZEGRERF
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PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2014, the aggregate amount
of turnover attributable to the Group's five largest customers
accounted for approximately 43% of the Group’s turnover
and the turnover attributable to the Group’s largest customer
accounted for approximately 16% of the Group’s turnover.

For the year ended 31 December 2014, the aggregate amount
of purchases attributable to the Group's five largest suppliers
accounted for approximately 38% of the Group’ s purchases
and the purchases attributable to the Group’s largest supplier
accounted for approximately 12% of the Group’s purchases.

Save as disclosed in this report, none of the Directors, their
respective associates nor any shareholder (who or which to the
best knowledge of the Directors owns more than 5% of the
issued share capital of the Company) has any interest in the top
five customers and top five suppliers of the Group during the
year under review.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company'’s listed shares during the year
ended 31 December 2014.

COMPETING INTERESTS

None of the Directors or their respective associates (as defined
under the Listing Rules) had any interest in a business which
causes or may cause significant competition with the business
of the Group.
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CONTINUING CONNECTED TRANSACTIONS

On 11 March 2014, the Company (for itself and on behalf
of its subsidiaries) entered into a framework purchase
agreement (“Purchase Agreement”) with GoerTek (for itself
and on behalf of its subsidiaries) for a term commenced from
3 April 2014 and expiring on 31 December 2016, pursuant
to which the Group agreed to sell parts, components and
other products (including but not limited to FPC products)
(“Subject Transactions”) to GoerTek. As GoerTek is a substantial
shareholder of the Company, the Subject Transactions
constitute non-exempt continuing connected transactions
(“Continuing Connected Transactions”) of the Company.
The annual caps (“Annual Caps”) set under the Purchase
Agreement for each of the three years ended 31 December
2014, 2015 and 2016 are RMB60,000,000, RMB100,000,000
and RMB140,000,000 respectively. Independent shareholders’
approval in respect of the Continuing Connected Transactions
had been obtained on 16 April 2014. Details of the Purchase
Agreement, the Continuing Connected Transactions and the
Annual Caps had been disclosed in the announcement and
the circular of the Company dated 11 March 2014 and 1 April
2014 respectively.

During the period from 27 January 2014 (i.e. the date
of GoerTek becoming a substantial shareholder of the
Company) to 31 December 2014, the aggregate amount of
the Continuing Connected Transactions was approximately
RMB24,262,000 (equivalent to approximately HK$30,641,000).

BFEBEXS
RZFE—NMNFE=A+—H AQa(REXEH
&EW%“?)@%@%E(R%Q%&EW%
NRDFIMVIERRBER ([KESR])  HR
H-ZE—MFONA=HBRE=_FT—"F+=A
=t+—Hit BAEERRBEREHESTH T
HrEMER (BREEBTRERNTEERRERD)
(X8R5 BHRBERARAETER
R ERRHIERARFZIREFERERS
([HFEBAERS]) KBARTHEZEZZ—
F ZE—RAFMN=_F—A"F+=-A=+—HL
—AFESFNFELR ([FELR])BES
7 & AR ¥60,000,0007T + A R#100,000,000
TR A R #140,000,0007C > BRI EREL 5
MWI%%HEEW:%—m¢@ﬂ+ﬁHH
S-REAR REWUEXSIRFELRFRE
%$Qﬂﬁﬁﬂﬂﬁfﬁ_mizﬁ+—5&
—MMEMA—BHNAHEBRHPEE-

R-ZZ—MNE—B-_++tRA(NTBESK
ABAREFERRA)E T —HWFE+=A
—t+—EHHH BEREIZINBELNAAR
#24,262,0007T (#H554930,641,00048 7T ) °
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The Directors (including all the independent non-executive
Directors) had reviewed the Continuing Connected Transactions
and had confirmed that the Continuing Connected Transactions
were entered into:

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

(2) on normal commercial terms or on terms no less
favourable to the Company than terms available to or from
independent third parties; and

(3) in accordance with the Purchase Agreement governing the
transactions and on terms that are fair and reasonable and
in the interests of the shareholders of the Company as a
whole.

The Company's auditor was engaged to report on the
Continuing Connected Transactions in accordance with Hong
Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The Company has
received an unqualified letter from the auditors containing their
finding and conclusions in respect of the Continuing Connected
Transactions in accordance with Rule 14A.56 of the Listing
Rules. A copy of the auditor’s letter has been provided by the

Company to the Stock Exchange.

The Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules in respect of
the Continuing Connected Transactions.
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Directors’ Report

ESERE

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the year ended 31 December 2014.

AUDITOR

The consolidated financial statements for the year have been
audited by Messrs. Deloitte Touche Tohmatsu. A resolution will
be submitted to the forthcoming Annual General Meeting of
the Company to re-appoint Messrs. Deloitte Touche Tohmatsu
as the auditor of the Company.

On behalf of the Board

AKM Industrial Company Limited
Xiong Zheng Feng
CHAIRMAN

Hong Kong, 20 March 2015
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Independent Auditor’s Report
B M % BRD )R

Deloitte.
4ds

&

TO THE MEMBERS OF AKM INDUSTRIAL COMPANY LIMITED
REFNEXERAA
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of
AKM Industrial Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out
on pages 62 to 159, which comprise the consolidated and the
Company’s statements of financial position as at 31 December
2014, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of consolidated financial statements that
give a true and fair view in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the Hong
Kong Companies Ordinance (Cap. 622) (the “"Hong Kong
Companies Ordinance”), and for such internal control as the
directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance
with_section 80 of Schedule 11 to the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free
from material misstatement.
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Independent Auditor’s Report
VAR B

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the
risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant
to the entity's preparation of the consolidated financial
statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2014, and of the Group’s profit and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the Hong Kong Companies
Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
20 March 2015
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
MEBEaRkHEMEZE RS X

For the year ended 31 December 2014 #Z —ZE—[/1F+—-A=+—HIFFZ

2014 2013
—E-NF —E—=%F
Notes HK$'000 HK$'000
k3 FET FAET
Revenue WA 5 622,057 641,159
Cost of sales 5 & AR (515,433) (552,804)
Gross profit FE A 106,624 88,355
Other income H AU A 6 28,492 10,326
Distribution costs 2 B AR (17,189) (12,048)
Administrative expenses FTBUE (31,225) (25,130)
Research and development &R
expenses (51,261) (22,589)
Finance costs Bl & B AR 7 (3,206) (5,406)
Profit before taxation B 754 A A 8 32,235 33,508
Taxation A 9 (2,272) (2,041)
Profit for the year NF E g 29,963 31,467
Other comprehensive (expense) HEtem (FAX) RS
income:
ltem that may be subsequently BEEAEN Y BERBERE S
reclassified to profit or loss: HHE:
Exchange differences arising on BMEBINEBEEZE
translation of HE®
foreign operations (11,276) 9,584
Total comprehensive income for REEEEKZEETE
the year 18,687 41,051
Profit for the year attributable to:  FE{h A F & & 7 :
Owners of the Company ZAN/NSIEZ ZSDN 29,559 30,301
Non-controlling interests FE 2 A 2w 404 1,166
29,963 31,467
Total comprehensive income JEAG 2 T W a5 AR R
attributable to:
Owners of the Company KABHE A 18,317 39,853
Non-controlling interests FEPE R M = 370 1,198
18,687 41,051
Earnings per share BRRAEN 12
-~ basic —H K HK3.11 centsi# Al HK5.55 centsi& il
— diluted —#y HK3.09 cents# il HK5.53 centsi& il

AKM Industrial Company Limited ZERBEXERAF




Consolidated Statement of Financial Position
e B AR OR &

At 31 December 2014 R-ZE—[jFE+—-H=+—H

2014 2013
—E-WEF —T—=F
Notes HK$'000 HK$'000
ok FET FAET
Non-current assets EREBEE
Property, plant and equipment L ES e 13 399,215 306,265
Prepaid lease payments AN EFRIA 4 55,249 57,994
Available-for-sale investment AItEE ZIRE 16 18,712 =
Deposits for property, plant and ME BERREZ2ES
equipment 13 17,017 2,461
490,193 366,720
Current assets MENEE
Inventories FE 17 60,218 74,828
Trade and other receivables 5 & H bW GRIE 18 204,921 167,594
Prepaid lease payments FENFERE 14 1,319 1,353
Pledged bank deposits EHERIRITER 19 2,356 2,355
Bank balances and cash RITHEHR MRS 20 48,143 42,177
316,957 288,307
Current liabilities mEBaE
Trade and other payables B 5 REMENFIE 21 154,470 167,903
Deferred income EIEWA 22 4,103 855
Taxation payable JET AR IR 4,285 5,377
Loan from ultimate holding BIRERARZER
company 23 - 1,023
Bank borrowings RITEE 24 66,858 111,518
Bank overdraft RITHEL 20 14,307 -
244,023 286,676 .
Net current assets FRBAEE 72,934 1,631
Total assets less current liabilities BEEREBDER 563,127 368,351
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Consolidated Statement of Financial Position

e BRI R &

At 31 December 2014 R-ZE—[jFE+—-A=+—H

2014 2013
—B-NF —EF-=F
Notes HK$’000 HK$'000
Bt TET T T
Capital and reserves A& 7R % 4
Share capital & A< 26 333,161 54,990
Reserves fEH 184,065 224,430
Equity attributable to owners of RAGIER AEMBER
the Company 517,226 279,420
Non-controlling interests SRR IR M A 3,793 3,423
Total equity s 521,019 282,843
Non-current liabilities FmBEE
Deferred income BT A 22 29,616 31,218
Loans from an intermediate —BHRNERATZ
holding company B 23 - 38,775
Bank borrowings RITEE 24 10,471 14,801
Deferred taxation EERI IR 25 2,021 714
42,108 85,508
563,127 368,351

The consolidated financial statements on pages 62 to 159 were EE@R -—E—RE= A -+ B ELEZET
BEE2EI1S9B ZiRE M BmE  WH TIES

REREZE:

approved and authorised for issue by the Board of Directors on
20 March 2015 and are signed on its behalf by:

-
| LI YING HONG XIONG ZHENG FENG
DIRECTOR DIRECTOR
FHRAL o
EF EF

AKM Industrial Company Limited ZEFEEXERAT



Statement of Financial Position

B 75 R R &R

As at 31 December 2014 R-ZFE—/IF+—-H=+—H

2014 2013
—F-—mF —T=F
Notes HK$’000 HK$'000
ok FET FAET
Non-current assets ERBEE
Property, plant and equipment Y- WE R 13 671 47
Interests in subsidiaries NG 15 429,453 273,582
430,124 273,629
Current assets mENEE
Inventories FE 17 143 =
Trade and other receivables g5 & H bW RIE 18 78,292 49,453
Amount due from a subsidiary FEW — M B A R IR 15 15,389 14,972
Taxation receivable FE Uk F5 18 399 399
Pledged bank deposits B RITE R 9 2,356 2,355
Bank balances and cash RITEEHR MRS 20 919 16,675
97,498 83,854
Current liabilities mEBAGE
Trade and other payables B 5 R E MR FIE 21 6,416 2,612
Amounts due to subsidiaries JE AT BT /B A B FRIB 15 87,370 104,401
Bank borrowings RITEE 24 4,330 10,148
Bank overdraft RITEX 20 14,307 =
112,423 117,161
Net current liabilities FRBBE (14,925) (33,307)
Total assets less current liabilities REEREBDAEE 415,199 240,322
Capital and reserves IR % Rt 4
Share capital [N 26 333,161 54,990
Reserves ] 28 71,567 131,756
Total equity EREZS 404,728 186,746
Non-current liabilities mEAEE
Loans from an intermediate —EFRNERARZ
holding company B 23 - 38,775
Bank borrowings RITEE 24 10,471 14,801
10,471 53,576
415,199 240,322

LI YING HONG
DIRECTOR
FRAL
EF

XIONG ZHENG FENG
DIRECTOR
REIE 1%

EF
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Consolidated Statement of Changes in Equity
EREREHRK

For the year ended 31 December 2014 #Z —F—F+=-HA=+—HIFFZ

Attributable to owners of the Company

ANAHEARAES
Share Non-
Share Share Translation  options Retained controlling
capital  premium reserve reserve profits Total interests Total
HBRE FER

BA  RGEE BEREE W REER BE L 5o BE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEn TEn TExn  TEx  THEx  THEx T TER

At 1 January 2013 R-E—=%—-A—H 54,000 53,868 59,935 2,318 71,381 241,502 2,225 243,727
Profit for the year AE A - - - - 30,301 30,301 1,166 31,467
Other comprehensive income Hit 2 H s - - 9,552 - - 9,552 32 9,584
Total comprehensive income for the year AF[E 2 E Uz 4% - - 9,552 - 30,301 39,853 1,198 41,051
Exercise and lapse of share options BREETEREANR 990 3,544 = (1,048) 78 3,564 = 3,564
Dividend paid (Note 11) BERRE (HiE11) - - - - (5,499) (5,499) - (5,499)
At 31 December 2013 —F-=%+=ZA=1+—H 54,990 57,412 69,487 1,270 96,261 279,420 3,423 282,843
Profit for the year REEHRF = = 5 - 29559 29,559 404 29,963
Other comprehensive expense Htt2EAT - - (11,242) - - (11,242) (34)  (11,276)

Total comprehensive (expense) income — AFE2E (Fx) KHE

for the year - - (11,24 - 29,559 18,317 370 18,687
Issue of new shares BITHR 213,933 - - - - 213,933 - 213,933
Exercise of share options BRERETE 6,826 - - (1,270) - 5,556 = 5,556
Transfer upon abolition of par value HRAEG TRERR G

under new Companies Ordinance EEzER 57,412 (57,412) = = = = = =
At 31 December 2014 R-ZE-MF+=A=+—-H 333,161 - 58,245 - 125820 517,226 3,793 521,019

AKM Industrial Company Limited ZERBEERAT



Consolidated Statement of Cash Flows

MERETRER

For the year ended 31 December 2014 #EHZ—ZF

—OFES A=+ —HILFE

2014 2013
—E-IF —E—=F
HK$'000 HK$'000
FHET FAT
OPERATING ACTIVITIES R
Profit before taxation B B B v A 32,235 33,508
Adjustments for: HTINZEELFE
Interest expense MBI 3,206 5,406
Interest income SN (701) (122)
Allowance (reversal of allowance) REREE (BERED)
for doubtful debts 1,799 (951)
Allowance for obsolete inventories HRETFTERG 4,716 3,223
Amortisation of prepaid lease payments T8 78 & 518 4 8 1,336 1,334
Depreciation of property, ME- -BERZRBLITE
plant and equipment 36,490 29,970
Foreign exchange difference SEANRAIBE#RZ
on inter-company balances fE R =% (1,713) 2,182
Loss (gain) on disposal of property, HEME BWERZHZ
plant and equipment EiE (das) 58 (14)
Deferred income recognised B R 2 EEW A (20,111) (6,367)
Operating cash flows before movements EEECEIALE
in working capital HenE 57,315 68,169
Decrease (increase) in inventories FEBD (Em) 8,285 (6,899)
Increase in trade and other receivables B 5 K H b fE UK Iﬁi pill (41,878) (1,432)
Decrease in amount due JE S B 4R 4E IR A B SRR
to ultimate holding company poRen (1,023) (995)
(Decrease) increase in trade and B 5 R E M ERFIE
other payables OR ) & n (7,.210) 6,419
Government grant received B BE A 22,575 1,892
Cash generated from operations KEMBRE 38,064 67,154
Interest paid BT F 8 (3,206) (5,406)
Profits tax paid =ENEEE TR (793) (1,206)
PRC Enterprise Income Tax paid B EPEMEH (1,098) (187)
NET CASH FROM OPERATING ACTIVITIES REXKFEESTE 32,967 60,355
INVESTING ACTIVITIES BREER
Interest received [=EEESS 701 122
Proceeds from disposal of property, HEME BERZE
plant and equipment Fr 1553018 439 27
Purchase of property, plant and equipment EE 1% R E M & (156,473) (111,485)
Purchase of available-of-sale investment BEHHEZERE (18,945) 7
Net proceeds from disposal of a subsidiary & — B QA B HE
FRE - 2,229
NET CASH USED IN INVESTING ACTIVITIES REEBFIZEESTZE (174,278) (109,108)
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Consolidated Statement of Cash Flows

mMEBRETRER

For the year ended 31 December 2014 #EHZ_—ZF

—OFESf—H=1F—HILFE

2014 2013
—E-NF —E—=F
HK$'000 HK$'000
FHET FAT
FINANCING ACTIVITIES Al R
Proceeds from issue of shares BTN TS B 217,035 =
New borrowings raised MiEE 153,821 290,141
Exercise of share options 1T R AR 1 5,556 3,564
Repayment of bank borrowings BERITEE (200,772) (239,117)
Repayment of loan from BEEZERIERARIZER
ultimate holding company (38,775) (995)
Transaction costs attributable BITRMDEE Z R ZRA
to issue of shares (3,102) —
Decrease in amount due from JEUR — R R A A
an intermediate holding company RIBR D = 301
Decrease in amount due BN —E R R B
to a fellow subsidiary N RIS S (121)
Dividend paid BT E S (5,499)
Repayment of loan from BEE—FERNIERAF
an intermediate holding company ZE® - (6,000)
NET CASH FROM FINANCING ACTIVITIES REEXKFAEESTE 133,763 42,274
NET DECREASE IN CASH AND ReRRSEZEEBRLFE
CASH EQUIVALENTS (7,548) (6,479)
CASH AND CASH EQUIVALENTS FHURERRELZEEB
AT BEGINNING OF THE YEAR 42,177 47,821
EFFECT OF FOREIGN EXCHANGE IEEZSBH2EE
RATE CHANGES (793) 835
CASH AND CASH EQUIVALENTS FRRERRSZEEER
AT END OF THE YEAR 33,836 42,177
REPRESENTING Ep
Bank balances and cash RITHEHR MRS 48,143 42,177
Bank overdraft RITEX (14,307) -
33,836 42,177
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Notes to the Consolidated Financial Statements

e R aR MG

For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

1.

GENERAL

The Company is a public limited company incorporated in
Hong Kong with limited liability on 9 December 1993.

The shares of the Company were listed on the Growth
Enterprise Market (“GEM") of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) with effect
from 18 August 2004. On 18 June 2014, the Company
transferred the listing of its shares from GEM to the Main
Board of the Stock Exchange. The registered office of
the Company is situated at Rooms 2708-11, 27th Floor,
West Tower, Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong, and the principal place of business
of the Company is situated at 63 Huan Shi Road South,
Information Technology Park, Nansha District, Guangzhou
City, the People’s Republic of China (the “PRC").

The consolidated financial statements are presented in
Hong Kong dollars while the functional currency of the
Company is Renminbi ("RMB"). The reason for selecting
Hong Kong dollars as its presentation currency is because
the Company is a public limited company in Hong Kong.

The Company is an investment holding company and
is engaged in sourcing of raw materials and equipment
for its subsidiaries and trading of flexible printed
circuits (“FPC"). Its subsidiaries are principally engaged
in manufacture and sale of FPC, sourcing and sale of
electronic components and manufacture and sale of
flexible packaging substrates.
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Notes to the Consolidated Financial Statements

e R wm AR M

For the year ended 31 December 2014 #HZ—=—ZF—/F+ A =1+—HIFFZF

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs")

In the current year, the Group has applied, for the first
time, the following new interpretation and amendments
to HKFRSs (hereinafter collectively referred to as the “new
and revised HKFRSs"”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA™).

Amendments to Investment entities
HKFRS 10, HKFRS 12

and HKAS 27

Amendments to Offsetting financial assets and

HKAS 32 financial liabilities
Amendments to Recoverable amount disclosures
HKAS 36 for non-financial assets
Amendments to Novation of derivatives and
HKAS 39 continuation of hedge
accounting
HK(IFRIC) — INT 21 Levies

The application of the new and revised HKFRSs in the
current year has had no material impact on the Group's
financial performance and positions for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.

AKM Industrial Company Limited ZEFEEXERAT
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“"HKFRSs") (Cont’d)

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective:

HKFRS 9

HKFRS 14

HKFRS 15

Amendments to
HKFRS 11
Amendments to

HKAS 1

Amendments to
HKAS 16
and HKAS 38

Amendments to
HKAS 16 and
HKAS 41

Amendments to
HKAS 19
Amendments to
HKAS 27
Amendments to
HKFRS 10

and HKAS 28

Financial instruments’

Regulatory deferral accounts?

Revenue from contracts with
customers’®

Accounting for acquisitions of
interests in joint operations’

Disclosure initiative’

Clarification of acceptable
methods of depreciation and
amortisation®

Agriculture: Bearer plants®

Defined benefit plans: Employee
contributions?

Equity method in separate
financial statements®

Sale and contribution of assets
between an investor and
its associate or joint venture®

Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #HZ—=ZF—/IF+=-H=1+—HILFZF
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Notes to the Consolidated Financial Statements

e R wm AR M

For the year ended 31 December 2014 #HZ—=ZF—/F+=-H=1+—HIFFZF

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs") (Cont’d)

Amendments to
HKFRS10, HKFRS12
and HKAS 28

Amendments to
HKFRSs

Amendments to
HKFRSs

Amendments to
HKFRSs

Investment entities: Applying the
consolidation exception®

Annual improvements to
HKFRSs 2010 — 2012 cycle®

Annual improvements to
HKFRSs 2011 = 2013 cycle?

Annual improvements to
HKFRSs 2012 — 2014 cycle®

i Effective for annual periods beginning on or after 1 January 2018

B Effective for first annual H
after 1 January 2016

KFRS financial statements beginning on or

K Effective for annual periods beginning on or after 1 January 2017

4 Effective for annual periods beginning on or after 1 July 2014

° Effective for annual periods beginning on or after 1 January 2016

° Effective for annual periods beginning on or after 1 July 2014, with

limited exceptions.

. The directors of the Company anticipate that the adoption

of the new and revised

HKFRSs will have no material

simpact on the consolidated financial statements.
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Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #Z -ZE—[/1F+—-A=+—HIFFZ

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESIHE

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis at the end of each reporting
period, as explained in the accounting policies set out

below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved where the Company:

e has power over the investee;

. is exposed, or has rights, to variable returns from its
involvement with the investee; and

e has the ability to use its power to affect its returns.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Basis of consolidation (Cont’d)

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the Company
and to the non-controlling interests. Total comprehensive
income of subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance.

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

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s
statement of financial position at cost less any identified
impairment loss. The results of subsidiaries are accounted
for by the Company on the basis of dividends received and
receivable.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.
Revenue from the sale of goods is recognised when the
goods are delivered and title are passed, at which time all

the following conditions are satisfied:

e the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

e the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

e the amount of revenue can be measured reliably;

e it is probable that the economic benefits associated
with the transaction will flow to the Group; and

e the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income is recognised when services are provided.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Revenue recognition (Cont’d)

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of income can be measured
reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset's net
carrying amount on initial recognition.

The Group's accounting policy for recognition of revenue
from operating leases is described in the accounting policy
for leasing below.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the relevant
lease.

The Group as lessee

Operating lease payments are recognised as an expense on
_a straight-line basis over the lease term.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ=—F—/F+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically, the
minimum lease payments (including any lump-sum upfront
payments) are allocated between the land and the building
elements in proportion to the relative fair values of the
leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a
straight-line basis. When the lease payments cannot be
allocated reliably between the land and building elements,
the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Government grants (Cont’d)

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income
in the consolidated statement of financial position and
transferred to profit or loss on a systematic and rationale
basis over the useful lives of the related assets.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with
no future related costs are recognised in profit or loss in

the period in which they become receivable.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchange prevailing on
the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical

- cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in

which they arise.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Foreign currencies (Cont’d)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars) at the
rate of exchange prevailing at the end of the reporting
period. Income and expenses items are translated at the
average exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
under the heading of translation reserve (attributed to
non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of
the Group's entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, a disposal involving loss of
joint control over a jointly controlled entity that includes a
foreign operation, or a disposal involving loss of significant
influence over an associate that includes a foreign
operation), all of the exchange differences accumulated
in equity in respect of that operation attributable to the
owners of the Company are reclassified to profit or loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those asset until such time as the assets are
substantially ready for their intended use or sale.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Borrowing costs (Cont’d)

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from “profit before taxation”
as reported in the consolidated statement of profit or loss
and other comprehensive income because it excludes items
of income and expense that are taxable or deductible in
other years and it further excludes items that are never
taxable or deductible. The Group’s and the Company’s
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of
the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets
jare recognised for all deductible temporary difference
to the extent that it is probable that taxable profits
will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary differences arises from the
initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #Z —Z—[1F+—-A=+—HIFFZ

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Taxation (Cont’d)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries
and interests in joint ventures, except where the Group
is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated
with such investments and interests are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

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

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax is also recognised in other
comprehensive income or directly in equity respectively.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Share-based payment transactions
Equity-settled share-based payment transactions

Share options granted to directors and employees of the
Company

For grants of share options that are conditional upon
satisfying specified vesting period, the fair value of services
received determined by reference to the fair value of
share options granted at the grant date is expensed on a
straight-line basis over the vesting period or recognised
as an expense in full at the grant date when the share
options granted vested immediately, with a corresponding
increase in equity (share options reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to share
options reserve.

For share options that vest immediately at that date
of grant, the fair value of the share options grants is
expensed immediately to profit or loss.

When the share options are exercised, the amount
previously recognised in share option reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at
_the expiry date, the amount previously recognised in share
option reserve will be transferred to retained profits.

Retirement benefits contributions

Payments to defined contribution retirement benefits
schemes and state-managed retirement benefit schemes
are recognised as an expenses when employees have
rendered service entitling them to the contributions.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Property, plant and equipment

Property, plant and equipment including building held
for use in the production or supply of goods or services,
or for administrative purposes (other than properties
under construction as described below) are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation and accumulated
impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment, other than
construction in progress, less their residual values over
their estimated useful lives, using the straight line method.
The estimated useful lives, residual values and depreciation
methods are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets or buildings borrowing costs
capitalised in accordance with the Group’s accounting
policy. Such properties are classified to the appropriate
categories of property, plant and equipment when
completed and ready for intended use. Depreciation of
these assets, on the same basis as other property assets,
commences when the assets are ready for their intended
use.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of
an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Buildings under development for future
owner-occupied purpose

When buildings are in the course of development
for production or for administrative purposes, the
amortisation of prepaid lease payments provided during
the construction period is included as part of costs of
buildings under construction. Buildings under construction
are carried at cost, less any identified impairment losses.
Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and
condition necessary for them to be capable of operating in
the manner intended by management).

Impairment loss on tangible assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent
of the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified
Intangible assets with indefinite useful lives and intangible
Jassets not yet available for use are tested for impairment
at least annually, and whenever there is an indication that
they may be'impaired.
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For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Impairment loss on tangible assets (Cont’d)

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss.

Research and development expenditure

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

An internally-generated intangible asset arising from
development activities (or from the development phase of
an internal project) is recognised if, and only if, all of the
following have been demonstrated:

the technical feasibility of completing the intangible
asset so that it will be available for use or sale;

e the intention to complete the intangible asset and use
or sell it;

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable
future economic benefits;
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For the year ended 31 December 2014 #HZ=—ZF—/F+=-H=1+—HIFFZF

SIGNIFICANT ACCOUNTING POLICIES (Cont’'d) 3. XFEEHHE (£)

Research and development expenditure (Cont’d)

e the availability of adequate technical, financial and
other resources to complete the development and to
use or sell the intangible asset; and

e the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the
period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses (if any),
on the same basis as intangible assets acquired separately.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method. Net realisable value is determined as the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)

Financial instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities are added to or deducted from the
fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets

The Group's and the Company’s financial assets are
classified into available-for-sale financial asset and loans
and receivables. The classification depends on the nature
and purpose of the financial assets and is determined at
the time of initial recognition. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that requires delivery
of assets within the time frame established by regulation
or convention in the marketplace.

EWMITA

BRI ER P RERR o

TREENTREABNSIURAFEFE-
WEBETEREER SR ABEEERREN
ZRGERATDIRS R MA SR EE
BB AFELEERME (NE
R) e

EHEE

AEERARBzEREEDBAAHL
EZEMEEMERMEKFIR 2R
FeRMEECHERBNME LRI E
BMRABET - MEUNEEFREE 22/
BENR S B REERERNBUSTER -
ERHTAEENFZERBR OIS TIHENH
RENKRAXNEENGREERER -

Annual Report 2014 —Z—[UFEFR



SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Financial instruments (Cont’d)

Financial assets (Cont’d)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Subsequent to initial
recognition, loans and receivables including trade and
other receivables, amounts due from subsidiaries, pledged
bank deposits and bank balances and cash are carried at
amortised cost using the effective interest method, less
any identified impairment losses
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3. EERFHE (&)
Financial instruments (Cont’d) SRIA (&)
Financial assets (Cont’d) THEE (&)
Available-for-sale financial asset THRHESBEE

Available-for-sale financial asset is an non-derivative that is
either designated or not classified as loans and receivables,
held-to-maturity investments or financial assets at fair
value through profit or loss.

Dividends on available-for-sale equity instrument are
recognised in profit or loss when the Group's right to
receive the dividends is established.

Available-for-sale equity investment that does not have
a quoted market price in an active market and whose
fair value cannot be reliably measured. Such unquoted
equity investment is measured at cost less any identified
impairment losses at the end of each reporting period.

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets
are considered to be impaired where there is objective
evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have
been affected.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Financial instruments (Cont’d)
Impairment of financial assets (Cont’d)
Objective evidence of impairment could include:

e significant financial difficulty of the issuer or
counterparty; or

e breach of contract, such as default or delinquency in
interest or principal payments; or

e it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group's past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
credit period of 30 to 120 days, observable changes in
national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the
original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent
periods.

AKM Industrial Company Limited ZEFEEXERAT

Notes to the Consolidated Financial Statements
e B RS R R MR

For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

TESTHE (&)
SWMIA (&)
EHBEEZHE (&)
MEZEBEREATEE:

s BETAIRFUFHABEARMER
B

o EX MAEANITEEENEHX
N

o BRAAFREHBRNEXMBES-

HETHIEMEE (HINE S EWKIE)
mMes TEEBEHREZEESRER
EE—OHRTERE - B IEAS LR
BEZREERRREAEEBE WRES.
HERNBHEES30Z1208 ZEEMNK
B2 G PTG N - B SR Bk Hh @ AT A AR 3R
REEE (EERRRREEE 2B R
#) o

MIREHEKASEZERMEEMS  BIE
BlEBDREEREEMIFRERNX
R AKBEERREBZEZRAE-

REAAIEZEREEMNS  RIEEIER
TROREERAEMNRBEUSREELZ
BRITMHEMERBER 2 Bt KRR RA
BERzEZBFE-EHEREBEKTER
EXC3 L



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3. TESEE (£&)
Financial instruments (Cont’d) EWMIAE(E)
Impairment of financial assets (Cont'd) THEEZBIE (&)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements entered into and the definitions of a
financial liability and equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct issue
costs.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Financial instruments (Cont’d)

Financial liabilities and equity instruments (Cont’d)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest
basis.

Financial liabilities

Financial liabilities including trade and other payables,
amounts due to subsidiaries, loans from an intermediate
holding company, loan from ultimate holding company,
bank overdraft and bank borrowings are subsequently
measured at amortised cost, using the effective interest
method.
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. FEEHE (£)
Financial instruments (Cont’d) ERIE (&)
Derecognition BB R

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

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

On derecognition of a financial asset other than in its
entirety, the Group allocates the previous carrying amount
of the financial asset between the part it continues
to recognise, and the part it no longer recognises on
the basis of the relative fair values of those parts on
the date of the transfer. The difference between the
carrying amount allocated to the part that is no longer
recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in other
comprehensive income is allocated between the part that
continues to be recognised and the part that is no longer
recognised on the basis of the relative fair values of those
parts.
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3.

Financial instruments (Cont’d)
Derecognition (Cont’d)

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

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies which
are described in note 3, directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amount of assets and liabilities that are
not readily apparent from other sources. The key sources
of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are also discussed below.

Estimation of useful lives and residual values of
property, plant and equipment

Management estimates the useful lives and residual
values of property, plant and equipment. The estimated
useful lives and residual values are based on the expected
lifespan of those property, plant and equipment. The
useful lives and residual values of property, plant and
equipment could change significantly as a result of
_technical obsolescence. When the actual useful lives and
residual values of property, plant and equipment are
different from their estimated useful lives and residual
values due to the change of commercial and technological
environment, such differences will cause an impact on the
depreciation charges and the amounts of assets written
down for future periods.

AKM Industrial Company Limited ZEFEEXERAT

Notes to the Consolidated Financial Statements
e B RS R R MR

For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

FESEEK (&)
$RMIA (&)
BUS 7R ()

BEREEASE EEERER BUARE
HiRy - AEEBUERR SR B E - BUSHER
ZeRmBERAEECNHENREZE
BN IRE P RER -

T THBEE 2 EZHRR

REAAEE 2 5t BUR (WP 3T AL)
B ARAEFARRELILHEMRER
M2 EBERAGBZREERDHE - G5
RBR&E-NHRERAREHTAPERZE
EHRR(REHBEHTAMBRFEEZE
ElRBBEZEAELRENERREZEAR
B ) IR 3RS o

ME - BERRBZIRFHRRKER
&t

BEEEGADE BELEREBZABEH
RFEREE - G A B F RS EEN
ZENE -BERERBZEABFERAS
HEE o Y)%K  BFE a2 P B F HI R R g
EBEANEARM EBRMEREAES-
W% BELREBELEREARFH LR
HREERBELERMREE M A HIRNE
AAREHLRRGRER FREZRAEY
ERRPEZTEBRALAMBZEER
B



Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #Z —ZE—[/1F+—-A=+—HIFFZ

4. KEY SOURCES OF ESTIMATION 4., HEFTFHBRZZETERIR

UNCERTAINTY (Cont'd)

Estimation of useful lives and residual values of
property, plant and equipment (Cont’d)

The carrying amount of property, plant and equipment
for the Group and the Company as at 31 December
2014 are HK$399,215,000 and HK$671,000 (2013:
HK$306,265,000 and HK$47,000), respectively.

Allowance for doubtful debts

The management regularly reviews the recoverability and
aging of the trade and bills receivables. Allowances are
applied to trade and bills receivables where events or
changes in circumstances indicated that the balances may
not be collectible. The identification of bad and doubtful
debts requires the use of judgement and estimates.
Allowance for doubtful debts is made based on the
estimation of the future cash flow discounted at the
financial assets original effective interest rate to calculate
the present value. Where the actual future cash flows and
expectation is different from the original estimate, such
difference will cause an impact on carrying amounts of
trade and bills receivables and doubtful debts expenses in
the year in which such estimate is changed.

The carrying amount of trade and bills receivables at
31 December 2014 for the Group and the Company
are HK$166,900,000 (2013:HK$158,395,000), net
of allowance for doubtful debts of HK$7,707,000
(2013: HK$6,179,000) and HK$77,974,000 (2013:
HK$48,510,000), net of allowance for doubtful debts of
HK$508,000 (2013: HK$508,000), respectively.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont'd)

Allowance for obsolete inventories

The management reviews an aged analysis at the end of
the reporting period, and makes allowance for obsolete
and slow-moving inventory items identified that are no
longer suitable for use in production. The management
estimates the net realisable value for such finished goods
and work in progress based primarily on the latest invoice
prices and current market conditions. If the net realisable
value of inventories is estimated to be less than its carrying
amount, the carrying amount of the inventories is reduced
to its net realisable value.

The carrying amount of inventories for the Group
as at 31 December 2014 is HK$60,218,000 (2013:
HK$74,828,000), net of allowance for obsolete inventories
of HK$7,965,000 (2013: HK$6,177,000).

REVENUE AND SEGMENT INFORMATION

Revenue represents the net amounts received and
receivable for the sales of FPC, electronic components
for surface mount technology, manufacture and sale of
flexible packaging substrates to external customers, net of
discounts and sales related taxes.

Segment information

Information reported to the Executive Directors of the
Company, being the chief operating decision makers
‘(”CODI\/I”), for the purpose of resource allocation and
assessment of segment performance focuses on type of
goods delivered.
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION 5. WARZEHER (&)

(Cont’d)

Segment information (Cont’d) PEER ()

For management purposes, the Group is currently BARER ANEERB=EFEH D504

organised into three operating divisions, namely the B BNBE R HE R ERRIR R REE

manufacture and sale of FPC, sourcing and sale of BEf TR UAREERIEEFRUETEER

electronic components and manufacture and sale of XK -ZENHNAEEAEELEREK

flexible packaging substrates. These divisions are the basis EMEEDMBER 2 B

on which the Group reports its segment information to the

CODM.

Principal activities are as follows: FEEBNOT

FPC business - the manufacture and sale of FPC FMEEBER — HEREEZMH

¥ B IR IR

Sourcing and sale -  the sourcing and sale of RERHEEST - HKBRHEEET
of electronic electronic components ToRR HFETE TLER
components
business

Flexible packaging - the manufacture and sale of F 4 HRER — BEREEZH
substrates flexible packaging substrates 7% (fsE) HEER
business (Note)

Note: The flexible packaging substrates business includes (i) encapsulation et RUESTEEREBOIE: (VEREEREFE:

of COF modules; (ii) COF films; and (iii) flexible integrated circuits and (iySEESER: RGiFEM G REAHER
module packaging substrates. R e
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION
(Cont’d)

Segment revenues and results

5.

The following is an analysis of the Group's revenue and

results by reportable segment.

Segment
revenue
2BEA
2014 2013
“Z-ME —T-=F =%

WARDEER (&)

B EBUA R &R

NEFZRTBRFOBED 2 RAREED
AR o

Inter-segment

sales Eliminations Segment profit
SHEHE HsH 2WEF (H8)
2014 2013 2014 2013 2014 2013
-mE —T-=F ZE-WME -T--F -B-ME -T-=F

HK$'000 HK$'000 HK$'000

HK$'000 HK$"000 HK$'000 HK$"000 HK$'000

FRT FHT FRT FHT TR THL TR THT
FPC business ZHERRES 484,065 539,249 1,113 1,892 (1,113) (1,892) 40,321 49,248
Sourcing and sale of electronic ¥ RIEET F LR
components business 101,725 89,206 54,882 69,349 (54,882) (69,349) 5,775 6,082
Flexible packaging substrates — F 114 iR ¥ 5
business 36,267 12,704 - - - - 15,880 5133
Total At 622,057 641,159 55,995 71,241 (55,995)  (71,241) 61,976 60,463
Interest income FIEWA 701 122
Central administration costs RRITBAA (27,236) (21,671)
Finance costs BERA (3,206) (5,406)
Profit before taxation BRE AR R 32,235 33,508

Revenue reported above represents revenue generated
from external customers.

The accounting policies of the reportable segments are the
same as the Group’s accounting policies described in note
3. Segment profit represents the profit earned by each
segment without allocation of central administration costs,
interest income and finance costs. This is the measure
sreported to the Executive Directors, the Group’'s CODM,
for the purposes of resource allocation and performance
assessment.

AKM Industrial Company Limited ZEFEEXERAT

EXHZBARREINBEL Z WA

AR #8 2 & RT R T RK 3R 2
AREBEEFTHRRMER - 2 8 M5 & o 88
PRERER Z )i A - 1B AR RATERAKA - 7
BWARBERAEL DR W II2®RT
BITER (AEB 2 T ELERKRE) AE
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Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #Z —ZE—[/1F+—-A=+—HIFFZ

5. REVENUE AND SEGMENT INFORMATION 5. WARDHER (£)
(Cont’d)
Segment assets and liabilities PTHEEHEERE
Segment assets T EEE
2014 2013
—F-0F ZT=F
HK$'000 HK$'000
FET FAT
FPC business FHEERREL 541,461 569,542
Sourcing and sale of electronic KEREEE T TRHER
components business 45,201 34,180
Flexible packaging substrates business 2214 & 2 Z AR # 7% 151,277 6,773
Total segment assets moHEE 737,939 610,495
Unallocated assets AOBREE 69,211 44,532
Consolidated assets REEE 807,150 655,027
Segment liabilities PHBEE
2014 2013
—EB-NF —F—=
HK$'000 HK$'000
FERT FAT
FPC business FHEERRER 166,609 177,525
Sourcing and sale of electronic RENEEETFTRUEER
components business 17,385 21,402
Flexible packaging substrates business 224 £ 2 E AR 2 7% 4,195 1,049
Total segment liabilities woHMEE 188,189 199,976
Unallocated liabilities AOBRREE 97,942 172,208
Consolidated liabilities maBfE 286,131 372,184
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For the year ended 31 December 2014 #HZ=—ZF—/F+=-H=1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION 5. WARDEHER (&)

(Cont’d)

Segment assets and liabilities (Cont'd) PHEERESE (&)

Segment liabilities (Cont’d) TEEE (&)

For the purposes of monitoring segment performances and REESHERREZEDB2EOEE

allocating resources between segments: IR

—  all assets are allocated to reportable segments other — FMBEEHEHEZEF BB E &
than available-for-sale investment, pledged bank TEEATHEE 2 1RE  DHEFRT
deposits and bank balances and cash. FHRARBITHEG LRS-

— all liabilities are allocated to reportable segments - FBAEHEIEZETR®mD I
other than loans from an intermediate holding TBRE-—BRANERAFRAZER &
company, loan from ultimate holding company, bank BIZERAR BN RITEE - RITE
borrowings, bank overdraft, taxation payable and T ENABIERELERIE -
deferred taxation.

Other segment information Hitb o F & #

2014 —E-mF

Amounts included in the measure of segment profit or loss AESMERIDEEERBIEZHIE

or segment assets:

Sourcing
and sale of Flexible
electronic packaging
FPC components subtracts Segment
business business business total
RERHE
FUEBRR EfusEfl RHHEER
% % £% A&
. HK$'000 HK$'000 HK$'000 HK$'000
TER THER THER THERT

Allowance for doubtful debts RRRE 1,124 570 105 1,799

Allowance for obsolete inventories BREFERE 4,602 114 - 4,716

Addition to non-current assets (Note) ~ REEREEE (M) 41,152 - 97,581 138,733

Amortisation of prepaid lease payments T8 {7 & F 5% § 1,336 - - 1,336

Depreciation of property, nE BRERBETE

plant and equipment 35,018 74 1,398 36,490

Government grant for research and BBWEIER 2B 28

development projects (1,154) - (18,957) (20,111)
Loss on disposal of property, HENE BELREBELESR

plant and equipment 58 - - 58
Research and development expenses  H % & H 29,186 - 22,075 51,261

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION 5.

(Cont’d)
Other segment information (Cont’d)

2014 (Cont’d)

Amounts regularly provided to the CODM but not included

WARDEHER (&)

EHREBRLRRERBEZHRAEETE

in the measure of segment profit or loss or segment FERTE D BIERU D EEEZHKIB
assets:
Sourcing
and sale of Flexible
electronic packaging
FPC components subtracts Segment
business business business total
RERHE
FUHERR EFnaEft  FUHEER
%% %% %% AHEE
HK$'000 HK$'000 HK$'000 HK$"000
TR TR TET TET
Interest income FIEHA (602) (6) (3) (701)
Interest expenses FER% 3,206 - - 3,206
Income tax expense MEREAS 680 251 - 931
Net foreign exchange (gain) loss ShE (Wa) BBIFE (293) 864 (20) 551

Note: Non-current assets represent property, plant and equipment and

prepaid lease payments.

B FERBEERDE BEERBARENEE
IR

Annual Report 2014 —Z—[UFEFR



Notes to the Consolidated Financial Statements
e B RS R R MR

For the year ended 31 December 2014 #Z —Z—[1F+—-A=+—HIFFZ

5. REVENUE AND SEGMENT INFORMATION 5. WARDEER (&)
(Cont’d)
Other segment information (Cont'd) HitppHER (&)
2013 —E—-=F
Amounts included in the measure of segment profit or loss FESHERNDEEERBE 2 HIE

or segment assets:

Sourcing
and sale of Flexible
electronic packaging
FPC components subtracts Segment
business business business total
RERHEE
FUHEEIR EFTEN FUHEER
E3 %% %% Lk Ch
HK$'000 HK$'000 HK$'000 HK$'000
TAT FAET FTER TET
(Reversal of) allowance for doubtful R (BE)BE
debts (960) 9 - (951)
Allowance (reversal of allowance) BREFERE (BEED)
for obsolete inventories 3,494 (220) (51) 3,223
Addition to non-current assets (Note) ~ REERBEE (M) 110,398 - 368 110,766
Amortisation of prepaid lease payments 8178 & 778 # 84 1,334 - - 1,334
Depreciation of property, mE BELEETE
plant and equipment 28,245 75 1,650 29,970
Government grant for research and BEMEIEE 2 BT 28
development projects (6,367) - - (6,367)
Gain on disposal of property, HENE BERZEZ KR
plant and equipment (14) - - (14)
Research and development expenses & &/ 22,589 - - 22,589

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION 5. WARDEER (&)
(Cont’d)
Other segment information (Cont’d) Hitt o HER (&
2013 (Cont’d) —E-=F (&)
Amounts regularly provided to the CODM but not included EHRFELEAFREREERTES
in the measure of segment profit or loss or segment Bad o EERTEBE ZHIEA:
assets:
Sourcing
and sale of Flexible
electronic packaging
FPC components subtracts Segment
business business business total
RERHEE
FUHEEIR EFTBEN FUHEER
%% 5% %% PBaE
HK$'000 HK$'000 HK$'000 HK$'000
FHEL TR THx FHT
Interest income MEKA (110) 9) (3) (122)
Interest expenses FER% 5,406 = = 5,406
Income tax expense MEREAS 975 1,159 - 2,134
Net foreign exchange loss (gain) INEEE () T8 1,038 (648) 107 497

Note: Non-current assets represent property, plant and equipment and
prepaid lease payments.

B ERBEERDE BEMREARENEE

IR
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION 5. WARZEHER (&)
(Cont’d)
Geographical information i & & R
The Group operates in two principal geographical areas — REBRMEETEMEEL —FEH (T
the PRC (excluding Hong Kong) and Hong Kong (country BEB)RES (FEMKZHE) - TRS
of domicile). The following table provides an analysis TASEREPFrEMIEL E S 52k 80
of the Group's revenue from external customers by the HEP ZWAZDHT:

geographical location of the customer:

Revenue from
external customers

RENBEFEZBWA
2014 2013
—E2-mF —E-=F
HK$'000 HK$'000
FTEx FAET
PRC other than Hong Kong PE (T BEEEE) 323,704 370,581
Hong Kong A 185,120 205,427
Others H A 113,233 65,151
622,057 641,159
Substantially all of the Group’s non-current assets, REBZBRBHOIERBDEE (BEWE
including property, plant and equipment, prepaid lease BB R E A RIEAH & FKIB) R

payments, are located in the PRC. B35 A o

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

5. REVENUE AND SEGMENT INFORMATION 5. WARDHER (£)
(Cont’d)
Information about major customers FRAXTEEFZEHR
Revenues from customers of the corresponding years RERBREE BANEEHE RET KA
contributing over 10% of the total sales of the Group are 10%BERZEP 2 BWALRT :
as follows:
2014 2013
—E-NF —E-=%F
HK$'000 HK$'000
FERT FAT
Customer A’ PR -2 95,201
Customer B! BR -2 87,938
Customer C' BEFPA 98,970 74,654
1 Revenue from manufacture and sale of FPC. L RERERHEEREERR WA -
2 The corresponding customer did not contribute over 10% of 2 HEAEPR-_ZE—NFEMZBRATBBASE
the total revenue of the Group in 2014. EBKAZ10% °
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

6. OTHER INCOME 6. HMWA
2014 2013
—E-WF —T—=%F
HK$'000 HK$'000
TET FAT
Reversal of allowance for AR D
doubtful debts - 951
Release of government grant for FRBR NI A 3 B R B
construction of factory on existing B2 2R,
land 845 843
Release of government grant for FERTREIE B 2 UM 2R
research and development projects 19,266 5,524
Government subsidies BT E B 7,074 1,357
Interest income FEWA 701 122
Gain on disposal of property, plant HEME BER&BZ
and equipment g - 14
Rental income el A 65 151
Scrap income BE YA 523 456
Sourcing income HEBA - 60
Patent income HRRERA - 631
Others Efh 18 217
28,492 10,326
7. FINANCE COSTS 7. BAEMRAE
2014 2013
—E-mF —ZT—=
HK$'000 HK$'000
FERT FHET
Interests on: A
Bank borrowings wholly repayable ARRAFANBHEEZ
. within five years BITEE 3,099 3,882
Other borrowings wholly repayable ARAFANBHEEZ
within five years EmEE 107 1,524
Total borrowing costs e BN A BRE 3,206 5,406

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #EHZ_—ZF

8. PROFIT BEFORE TAXATION

—HFES A= —HILFE

8. BRFELANEF

2014 2013
—E-NF —E-=%F
HK$'000 HK$'000
FET T T
Profit before taxation has been arrived &% 5% A 2 05 (5 A)
at after charging (crediting): LARIEH :
Research and development expenses s A
Staff costs 8 TR A 10,119 7,067
Other research and development Hb 2 & A
expenses 41,142 15,522
51,261 22,589
Directors’ and chief executive’s EERFETHAEMS
remuneration (Note 10) (Krat10) 1,029 1,136
Other staff costs Hih 8 TAA 107,762 85,469
Other staff’s retirement benefits costs ~ H b & T 7 iR R 4& | p A 8,409 6,413
Total staff costs BIXAEE 117,200 93,018
Less: Other staff costs included in B ETAEXFIRIAEER
research and development ZEME TR
expenses shown above (10,119) (7,067)
107,081 85,951
Allowance (reversal of allowance) for  FRERE# (B EREE)
doubtful debts 1,799 (951)
Amortisation of prepaid lease payments &1 f & 2t 78 #4 4 1,336 1,334
Auditor’s remuneration ZE R B & 780 740
Cost of inventories recognised as ERRAEMAZ 2 FEMR
an expense (Note) (i) 515,433 552,804
Depreciation of property, plant and ME-WMERZRHEITE
equipment 36,490 29,970
Loss (gain) on disposal of property, HEWE- WEREZ#E 2 .
plant and equipment e (M=) 58 (14)
Minimum lease payments under THREFLEERERT 2 .
operating leases in respect of ®EMHE
land and buildings 426 479
Net foreign exchange losses SNEE 5 HEF R 551 497
Shipping and handling expenses EHLFEE (FFADHE
(included in distribution costs) A AS) 2,196 1,259

Note: The amount includes allowance for obsolete inventories of

HK$4,716,000 (2013: HK$3,223,000).

Wit 2REERREFERE4L7160008T (ZF

—=%:3,223,000#7T) °
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years. The income of
the PRC subsidiaries neither arises in, nor is derived from,
Hong Kong.

The provision for PRC Enterprise Income Tax is based on
the estimated taxable income for each PRC subsidiary and
at its applicable tax rate. Under the Law of the People’s
Republic of China on Enterprise Income Tax (the "EIT
Law”) and Implementation Regulation of the EIT Law, the
tax rate of the PRC subsidiaries is 25% from 1 January
“2008 onwards.

AKM Electronics Industrial (Panyu) Ltd. (“AKM Panyu”)
and AKM Electronics Technology (Suzhou) Ltd. (“AKM
Suzhou"”) were awarded the Foreign Invested Advanced-
Technology Enterprise Certificate in prior years. AKM
Panyu and AKM Suzhou are entitled to tax rate reduction
from 25% to 15% for three years commenced from 1
January 2012 and 1 January 2013 respectively.

AKM Industrial Company Limited ZEFEEXERAT

9. TAXATION 9. MIE
2014 2013
—E-WF —T—=%F
HK$'000 HK$'000
FHET FE T
Current tax: BVEAR 1A
Hong Kong Profits Tax BEMEH 230 819
PRC Enterprise Income Tax PSR 3,114 3,093
3,344 3,912
Overprovision in prior years: AEFEHEREE:
Hong Kong Profits Tax BEAENFH (201) (83)
PRC Enterprise Income Tax RS (2,212) (1,695)
(2,413) (1,778)
931 2,134
Deferred tax: IEAERIA -
Current year (Note 25) NEE (K:#25) 1,341 (93)
2,272 2,041

BEMNGHRIDREMEFE Z At ERHK
MR E16.5%tH-PREMBRRZ
WAL EBRBEERTFREES -

REEREE RS RENE AR @
AREREMGTERRBAELEE R
BREARLIMBECERSHE ([
BROE]) RIEEMGBBIEEREGH -+
MBARzMEE-_TEZENF—A—HE
B25% °

RBEFE ZEN(ER)SFEEAR
AREl([HEEBLEMN] ) RTENEFRK
(BM)BRAF ([BFRMZEN])EES
FEMCERT - HRLENREINLRE
ARl —E——F—HA—HR=ZZF—=
F-H-—BR=ZFZAVEBH% M HE
15% 2 FLIB &R

N\
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For the year ended 31 December 2014 #Z —ZE—[/1F+—-A=+—HIFFZ

9. TAXATION (Cont’d) 9. %\ (&)

FARAZHER RS E
KRR RGN AEF T

The taxation for the year can be reconciled to the profit
before taxation per the consolidated statement of profit or
loss and other comprehensive income as follows:

2014 2013
—EB-NF —E-=F
HK$'000 HK$'000
FTEx T T
Profit before taxation B 7 B 32,235 33,508
Tax at the applicable income tax rate  ZEAFTEHR X E
(Note) BiIE (Hfet) 4,835 5,026
Tax effect of income that are not PR B TE FE AR B s A By A AT
taxable in determining taxable profit &% 2 WA 2 B # £ (14) (5)
Tax effect of expenses that FATE TE FE AR B s A s S Al
are not deductible MRzAZ BB E
in determining taxable profit 135 196
Tax effect of deductible temporary RERATMREGERERE
differences not recognised MR 445 875
Tax effect of additional allowable tax — ZEIMNEEFE IR G 2 Tl 765 57 25
deduction claimed (1,634) =
Tax effect of tax losses not recognised RERMIEEEZ HEFE 415 426
Overprovision in prior years NEEE 2 BERE (2,413) (1,778)
Effect of different tax rates of M AR E A R AR
subsidiaries operating in other BEZARME 2 ZE
jurisdictions 110 231
Utilisation of tax losses previously R 2RI RER < BT EE
not recognised (401) (3,325)
Deferred taxation arising IR o3 B e A EUCTE AR
from withholding tax FrEE & 2 RAERI IR
on undistributed profits 1,341 (93)
Others Efb (547) (488)
»
Taxation for the year REFEHIE 2,272

2,041

Mt BEBREFNNAAEEZEELEWNBAA-
Eit  AEBZERAGHRHEARIS% (ZF
— =% :15%)

Notes: AKM Panyu is the Group’s major operating subsidiary. Therefore,
the Group's applicable income tax rate is 15% (2013: 15%).
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERETETHAECZHMERASR
EMOLUMENTS AND FIVE HIGHEST PAID R H AL
INDIVIDUALS
(i) Details of directors’ and chief executive's (i) EERTETHAEZHMEHFEERS
remuneration are as follows: mT:

Other emoluments

HitM e

Retirement  Performance

Salaries benefit related
and other scheme incentive Total
Fees benefits contributions payments  emoluments

¥R RIKER BREHN
e Hit 3B F SRR A% MewE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER

(Note d)

(Hfitd)
Xiong Zheng Feng BRI - - - - -
Li Ying Hong Wi = = = = =
Hung Chi Yuen Andrew HER 60 - - - 60
Meng Wei Wei (Note a) R (Hita) S S = - -
Chai Zhi Qiang ot = 533 40 220 793
Bi Keyun £ A 120 - - - 120
Gong Jian Tang (Note b) BRE(Hi#b) S S = - -
Liang Zhi Li (Note ¢) REY (Hdtc) 56 - - - 56
Total for 2014 —E-mEAG 236 533 40 220 1,029

AKM Industrial Company Limited ZEFEEXERAT



Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. ESERTETHAEBZHMER AR
EMOLUMENTS AND FIVE HIGHEST PAID BEaHmmAL (&)

INDIVIDUALS (Cont’d)

(i) Details of directors’ and chief executive's (i) EERTETHAEZHMEHFERS
remuneration are as follows: (Cont’d) mE: (&)

Other emoluments
Hii <

Retirement Performance

Salaries benefit related
and other scheme incentive Total
Fees benefits  contributions payments emoluments
Hek RN HRTE
e Hip 1z A HE S a5 We@E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THE T FTAET THT TET
(Note d)
(Bitd)
Xiong Zheng Feng BRI - - - - -
Li Ying Hong EVSN S = = = =
Hung Chi Yuen Andrew HER 60 - - - 60
Meng Wei Wei (Note a) R (Hita) = S = - -
Chai Zhi Qiang LR - 530 28 341 899
Bi Keyun £ f 108 - - - 108
Wang Heng Yi TEX 6 - - - 6
Liang Zhi Li (Note ¢) REY (M) 63 - - - 63
Total for 2013 I 237 530 28 341 1,136
Notes: Mt -
(a)  Resigned on 5 September 2014. (@) MN-ZZE—NWNFENLARBBT-
(b)  Appointed on 27 January 2014. by RZTE—MF-—A-TLtHAEBZE-
() Resigned on 21 November 2014. (0 RZZE—HWF+—AZ+—HEHE- .
(d) The performance related incentive payments are determined (d) HERBEBHREHIRAEELEEER
with reference to the Group’s operating results and individual &l AR 1 EESE ©
performances.
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

10. DIRECTORS' AND CHIEF EXECUTIVE'S
EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS (Cont’d)

()

Details of directors’ and chief executive’s
remuneration are as follows: (Cont’d)

Mr. Chai Zhi Qiang is also the Chief Executive of
the Company and his emoluments disclosed above
include those for services rendered by him as the
Chief Executive.

Mr. Xiong Zheng Feng and Ms. Li Ying Hong were
employed by a shareholder of the Company and
the payment of their emoluments were borne by
the shareholder/intermediate holding company for
both years, in which the amounts are considered as
insignificant. For the year ended 31 December 2014,
Mr. Xiong Zheng Feng and Ms. Li Ying Hong waived
their nominal salary of HK$10 (2013: HK$10) and
HK$10 (2013: HK$10), respectively. There are no
other directors who had waived their remuneration
during the years.

@ AKM Industrial Company Limited ZEFEEXERAT

10. EERTETHAEBZMERT R

xoFMAL (E)

BX =)

()

EERTETHRAECZHEEERT
mE: (&)

REREENMBARAITRAS  H
M (W EXPEE) BRHBATTRE
BEDREERBEKDRZME -

REIFIE A R EMAZTHAR T —
ZREER AMEFE  #52 M
SHZABRE—HEP N R R
E HESETA-BE-_T—NF
+tZ AT HALEFE REBXE
REBMOALTHERED A AI10ET
(ZE—=F:108 ) R10B T (=
T—=F 0B L)2EEHE - FR
BMELHESREALNS -
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. ESERTETHAEBZHMER AR
EMOLUMENTS AND FIVE HIGHEST PAID BEaHmmAL (&)

INDIVIDUALS (Cont’d)

(ii) Employees’ remuneration: (i) EEMS:
Of the five individuals with the highest emoluments AEEREERFMALH —R (=
in the Group, one (2013: one) was director of the T—=F: —R)AKRQREE HF
Company whose emoluments are included in the B 0 58 bl 2 B RE10() 2 8 58 - 85
disclosures in Note 10(i) above. The emoluments T (ZE—=F %) AL2Z2%
of remaining four (2013: four) individuals were as B &L 51 a0 T
follows:
2014 2013
—EB-mF —T-=F
HK$'000 HK$'000
FET FHET
Salaries and other benefits e RHEMEF 2,346 2,241
Performance related incentive ERIIVEG 2 RS
payments 587 681
Retirement benefit scheme R KRR ET S R
contributions costs 163 64
3,096 2,986
Their emoluments were within the following bands: BEZHMENFUATEHER:
2014 2013
—E-mEF —T—=
Number of Number of
individuals individuals
A" AE
-
HK$nil to HK$1,000,000 Z % T%1,000,000%8 7T 3 4
HK$1,000,000 to HK$2,000,000 1,000,000/ yt £2,000,000 .
BT 1 _
During the year, no remuneration was paid by the FAAEELEMEERITHAE
Group to the directors and the Chief Executive or the S hE&EEITMATZNERMME
five highest paid individuals as an inducement to join AYE BB ANA SN A & B i 2 82
or upon joining the Group or as compensation for BB

loss of office.
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

11. DIVIDEND 1. RE
2014 2013
—E-F —T—=
HK$'000 HK$'000
TET FHET
Dividend recognised as distribution FABRBDIKZKE
during the year:
Final dividend in cash paid for the year #HZ _-Z—=%F+— A
ended 31 December 2013 =T—HIFENLES
- nil (2013: HK1 cent for the year R 2 REARR B —F
ended 31 December 2012) (ZE—=F:H=
—E-—%+—-HA
=+—RIEFEREMN) - 5,499
No dividend has been proposed since the end of the MERREBETEEZZRNRE(ZE—=
reporting period (2013: nil). Fm|)o
12. EARNINGS PER SHARE 12. 8RER
The calculation of the basic and diluted earnings per share RAaEB ANBRERERREERF T
attributable to owners of the Company is based on the BIBEATEBIRE
following data:
2014 2013
—E-mF —T-=%F
HK$'000 HK$'000
FERT FHET
Earnings ZF
Profit for the year attributable to RAEFTEBRER LS
. owners of the Company for the Pl | N/NIE S DN
. purpose of basic and diluted earnings &1 78 4 & 3% 7| 29,559 30,301

AKM Industrial Company Limited ZEFEEXERAT
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e R aR MG

For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

12. EARNINGS PER SHARE (Cont’d)

12. BREBEF (£&)

Number of shares

B
2014 2013
- ki =

Number of shares

Weighted average number of ordinary
shares for the purpose of
basic earnings per share

Effect of dilutive potential ordinary
shares issuable
under the Company’s share option
schemes

Weighted average number of ordinary
shares for the purpose of diluted
earnings per share

[ 2

REAEBRERENZ
BB E

RBARNBERETEIA T
BT EBRZER
BExeE

REstEBREERN 2
BB

950,381,452 546,075,616

4,745,117 1,797,676

955,126,569 547,873,292
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 EZ—ZF—PJF+_-H=4+—HIFFF

AL oy = e oy
13. PROPERTY, PLANT AND EQUIPMENT/ 13. W% -BERRKEB WX BER
) S, 4o
DEPOSITS FOR PROPERTY, PLANT AND RiE2EE
EQUIPMENT
THE GROUP AEE
Plant and Leasehold Office Motor  Construction
Buildings machinery improvements equipment vehicles in progress Total
BF RBEREE HENEEE BLERG ] ERIE b
HKS$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHT FHT FHT FHT
CosT KA
At 1 January 2013 i 91,830 222,959 9,737 16,095 2,827 4,523 347,971
Additions RE 3 59,871 3,976 1,777 - 45,139 110,766
Disposals & - - = = (16) = (16)
Transfer # - 16,256 6,488 - - (22,744) -
Currency realignment SHAE 2,607 7,283 420 484 55 443 11,292
At 31 December 2013 —E-=4+=ZA=1-8 94,440 306,369 20,621 18,356 2,866 27,361 470,013
Additions "B - 11,409 4,523 1,454 1,160 120,187 138,733
Disposals HE = (1,953) - 61) (633) - (2,647)
Transfer @ 66 - 267 - - (333) -
Currency realignment ERRE (2,322) (7,890) (563) (462) (52) (1,811) (13,100)
At 31 December 2014 ZE-WETZA=T-H 92,184 307,935 24,848 19,287 3,341 145,404 592,999
DEPRECIATION il
At 1 January 2013 —E-=f-f-A1 6,701 104,875 6,084 10,507 1,686 - 129,853
Provided for the year FEARE 2,190 21,078 4,123 2,217 362 = 29,970
Eliminated on disposals HERIEE = = = S [€) S 3)
Currency realignment EHEE 221 3,114 231 328 34 - 3,928
At 31 December 2013 —E-=%+ZA=1-8 9,112 129,067 10,438 13,052 2,079 - 163,748
Provided for the year FEARE 2,198 24,411 7,446 1,939 496 - 36,490
Eliminated on disposals HEREE - (1,487) - (50) (613) - (2,150)
Currency realignment ERAE (251) (3,327) (348) (343) (35) - (4,304)
At 31 December 2014 ZE-mEFZA=1+—H 11,059 148,664 17,536 14,598 1,927 - 193,784
CARRYING VALUES REE
At 31 December 2014 ZZ-WETZA=1-8 81,125 159,271 7312 4,689 1414 145,404 399,215
At 31 December 2013 —E-=4+ZA=1-8 85,328 177,302 10,183 5,304 787 27,361 306,265
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For the year ended 31 December 2014 #HZ—=ZF—/IF+=-H=1+—HILFZF

13. PROPERTY, PLANT AND EQUIPMENT/ 13.9% BMERRE VWE - BER

DEPOSITS FOR PROPERTY, PLANT AND
EQUIPMENT (Cont'd)

THE GROUP (Cont’d)

The above items of property, plant and equipment are
depreciated on a straight-line basis after taking into
account of the estimated residual values at the following
rates per annum:

Buildings Over the shorter of the term of
the lease of relevant land, or
40 - 50 years

Plant and machinery 5 - 15 years

Leasehold Over the remaining term of the
improvements lease or 4 years, whichever is
shorter
Office equipment 5 years
Motor vehicles 4 -5 years

As at 31 December 2014, the Group has pledged buildings
and plant and machinery with carrying amounts of
approximately HK$60,324,000 (2013: HK$63,496,000)
and HK$59,061,000 (2013: HK$71,728,000), respectively
to secure general banking facilities granted to the Group.

The buildings are located on land under medium-term
lease in the PRC.

Deposits for property, plant and equipment represent
deposits paid to suppliers and subcontractors for
acquisition of property, plant and equipment and
construction in progress.

Rz RE (&)

KEE (&)

LM BELKRBEERBEL2RAER
HREEREAEREIRATFRFTE:

BF LA £ 2 FHEfsk40
505 (ABEE A
4E)

% B R 1 2% 5& 154

HEWERE MNHBTHBPIIF (UK
EEAYE)

PN E R 54

287 454

RZE—NF+_A=+—H A&EEE
15 BR E B 9 5l & £60,324,0007%8 70 (=
T — =14 163,496,000/ 7T ) 59,061,000
BT (T —=%:71,728,000/6 70) 21
FURBE &R ERNEBTER—
MIRITEE ZER-

ZERBTHURTEAPHAEERA 2L
Hh e

ME BEMRBZESERBEEDE B
FERREREZTIRZEN THER DA
BEZEE-
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For the year ended 31 December 2014 #HZ—=ZF—/F+=-H=1+—HIFFZF

13. PROPERTY, PLANT AND EQUIPMENT/ 13. 9% -BERKRE VE - BEK
DEPOSITS FOR PROPERTY, PLANT AND HREzERE (&)

EQUIPMENT (Cont'd)

THE COMPANY PN
Office Motor
equipment vehicles Total
WAERE =N et
HK$'000 HK$'000 HK$'000
TATT FABTT FAETT
COST R
At 1 January 2013 —E—=%—H—H 170 544 714
Additions NBE 39 - 39
As at 31 December 2013 —E—=F+=-A=+—H 209 544 753
Additions NE 2 829 831
Disposal & - (544) (544)
As at 31 December 2014 —E-NFE+-_A=+—H 211 829 1,040
DEPRECIATION e
At 1 January 2013 —E-—=%F—H—H 166 519 685
Provided for the year FEEE 8 13 21
At 31 December 2013 —E—=F+-A=+—H 174 532 706
Provided for the year FEBE 6 190 196
Eliminated on disposal o & B R 8 - (533) (533)
At 31 December 2014 —E—NE+-_A=1+—H 180 189 369
. CARRYING VALUES BREE
At 31 December 2014 —E2-NF+=-A=+—H 31 640 671
At 31 December 2013 —E-—=f+-A8=+—H 35 12 47

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

14. PREPAID LEASE PAYMENTS

14. ASHEEMRE

2014 2013
—E-mF —FE—=
HK$'000 HK$'000
FHBT FE T
The Group's prepaid lease payments  AEEZENHERBRIE:
comprise:
Land in PRC; Az i
Medium-term lease FRERFEE 56,568 59,347
Analysed for reporting purposes as: HERAE 2O
Current assets MENEE 1,319 1,353
Non-current assets ERBEE 55,249 57,994
56,568 59,347

The prepayment for land use rights is under medium term
lease and is amortised over 50 years on a straight-line
basis.

As at 31 December 2014, the Group has pledged land
use rights in PRC with carrying amount of approximately
HK$19,698,000 (2013: HK$20,671,000) to secure general
banking facilities granted to the Group.

THEREZANFRBERRETHHEL
REREDSOFEE -

RZE—NF+_A=+—H AEEBE
K 9 BR [ {5 4919,698,0008 T (- & — =
120,671,000/ 7T ) 2 B - 30 {F R # -
EAAEBMATER —MBITEEZER-
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15. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE

Notes to the Consolidated Financial Statements
e B RS R R MR

For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

15. RIIB A B 2, FEW ()

FROM (TO) SUBSIDIARIES AN |
2014 2013
—2-mF —T-=F
HK$'000 HK$'000
FET BT

THE COMPANY ¥ NN

Capital contribution, at cost EARNE B AE 435,318 280,217
Impairment losses recognised 2R A E 18 (5,865) (6,635)
429,453 273,582

The Company also has amount due from a subsidiary
of HK$15,389,000 (2013: HK$14,972,000) included
in current assets and amounts due to subsidiaries of
HK$87,370,000 (2013: HK$104,401,000) included in
current liabilities. Impairment losses recognised in respect
of interests in subsidiaries as at 31 December 2014
amount to HK$5,865,000 (2013: HK$6,635,000). No
impairment loss has been recognised in respect of amount
due from a subsidiary as at 31 December 2014 and 2013.

The amount due from a subsidiary is unsecured, interest-
free and repayable on demand.

Amounts due to subsidiaries are trade payables of
HK$87,370,000 (2013: HK$104,401,000) and all aged
within 90 days.

At the end of the reporting period, impairment losses
_recognised in respect of interests in subsidiaries was based
on their value in use calculation and measured as the
difference between the carrying amount and the present
value of the estimated future cash flows discounted at the
expected rate of return of the interests in subsidiaries. The
discount rate used in estimating the present value of the
future cash flows from the interests in subsidiaries was
7.5% (2013: 7.5%).

AKM Industrial Company Limited ZEFEEXERAT

KA INBEFT AREE E 2 EY— B
B QR FIE15,389,0008 L (T —=
114,972,000 L) A kT A RS &
f& 2 FE 14 MT &8 X 7 5 1887,370,0007% 7T
(ZZ—=4%:104,401,000/8 L) - R =
E—ME+—A=+—H BRHEBRA
2 WEZEMERR5,865,00008 0 (— T —=4F:
6,635,000/ 70) 2R EEE N T — 1
ER-TE—=F+-_A=+—Q8 WEs
FEU— M B AR RIBRERHEERE -

e g — P B 2 A SR B AT Rt B
AR BRI -

BN BARAREAEMNE ZXK
187,370,000 (=& —=%F:
104,401,0008 7T ) * = ZBERER19 A90H -

RW|EBRAR BRMB AR ERER
BEBEDENEREESTE L IRAM
BAREE KA ERZEHBEHRRYT
RZEARREREREZEZREIE-
BAEGTREMBRARER Z ALK S
MEREZNBREART % (ZE—=F:
7.5%) °



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 EZ—ZFE—PJF+_-H=4+—HIFFF

15. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE 15. RITB AR 2w, U (E)

FROM (TO) SUBSIDIARIES (Cont'd) Pt A R FRIE (42)
Details of the Company’s subsidiaries as at 31 December RZE—MNER-F—=F+=-A=+—
2014 and 2013 are as follows: H RAARfEAR<FBET:
Place of Form of Attributable equity
establishment  business interest held
Name of subsidiary and operation  structure Paid-up capital by the Company Principal activities
HEARERE BYRSE Y CEARER HREX HEAARAREZEERARS FEEY
Directly Indirectly
B GE:3
R (EB)EFEEBEMRARA  The PRC Wholly US$21,700,000 100% = Manufacture and sale of
AKM Panyu FE owned-foreign 21,700,000%7C  (2013: 100%) FPC, manufacture and
enterprise (2013: US$21,700,000) (=ZZ—=%: sale of flexable packaging
SEBERE (ZB—=%: 100% ) substrates
21,700,000%7T) HERHEZHERRRE
HERHERMHERR
BNZREEFERAR The PRC Wholly US$2,229,000 100% - Manufacture and sale
New Career Guangzhou F owned-foreign 2,229,000 (2013: 100%) of flexible packaging
Electronics Company Limited enterprise (2013: US$2,229,000) (=Z—=4%: substrates
SEBERE (Z2—=%: 100%) HERBEFHTRER
2,229,000%7T)
ZRFAEFRE (HM)BERAE  The PRC Wholly US$32,642,460 100% - Manufacture and sale of FPC
AKM Suzhou FE owned-foreign 32,642,460%7C  (2013: 100%) RERHEFUEREIR
enterprise (2013: US$12,642,460) (—Z—=fF:
SNEBELE (ZB—=%: 100% )
12,642,460% 7T)
EARRERAA Hong Kong Limited company HK$ 1,000,000 75% - Trading of raw materials and
Giant Rise Technology Limited ) BRAT 1,000,00087C  (2013: 75%) FPC, sourcing and sale of
(2013: HK$1,000,0000 (=ZZ—=4%: electronic components
(Z2—=%: 75% ) BERVHLRZESRER
1,000,000%T) RERHEETTHEM
FNEALRETERAA The PRC Wholly RMB1,800,000 - 100% Trading of raw materials and
Shenzhen Giant Rise HF owned-foreign AR #1,800,0007C (2013: 100%)  FPC, sourcing and sale of
Electronics Company Limited enterprise (2013: RMB1,800,000) (ZZ—=F: electronic components
SNEBERE (Z2-=F: 100% ) BERVHLRZEZRER
AR 1,800,000 ) FERHEEEF AN
None of the subsidiaries had issued any debt securities at B E A A B E AR\ BT EMER Al

the end of both years. Ko

*
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

16. AVAILABLE-FOR-SALE INVESTMENT

16. AHEZRE

2014 2013

—F-MmF =% =

HK$’000 HK$'000

TET FHET

Unlisted equity investment FELEMRERE 18,712 =

During the current year, the Group acquired a 9.32%
equity interest in an unlisted company incorporated in
the PRC for a total consideration of RMB15,000,000
(equivalent to approximately HK$18,712,000). The
investee is engaged in research and development of
semi-conductor packaging subtrates. The unlisted equity
investment is measured at cost less impairment at the end
of the reporting period because the range of reasonable

RAFE KNEB A RE15,000,0007TC
(HEER418,712,0008 L) 2 R B U
BN EEMAIAIELET AR
9.32% M AR W EHRNHEF T
BEEEENHE - ARNFLTRIERE
MATFEABHERERKN ARAES
REBELATSHMAEATE WZEkL
T AR RE I & AN SRS B R IR B AN HO R OB (B

fair value estimates is so significant that the directors of ZIAREE-
the Company are of the opinion that the fair value cannot
be measured reliably.
17. INVENTORIES 17. 78
THE GROUP THE COMPANY
rEE EAF
2014 2013 2014 2013
—E-mFE —E-=F ZE-NF —T—=%
HK$'000 HK$'000 HK$'000 HK$'000
TET FET TER FExT
Raw materials R 24,887 31,079 - -
Work in progress 5K 19,991 22,109 - -
Finished goods LR 15,340 21,640 143 -
. 60,218 74,828 143 -

@ AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—F—/F+=-H=1+—HIFFZF

18. TRADE AND OTHER RECEIVABLES 18. EZ R HMEWMIE
Trade and other receivables include the following balances B 5 REMERFIERIE TS E 5 B WK
of trade and bills receivables: I8 KRR IE &8
THE GROUP THE COMPANY
KrEH KA 7
2014 2013 2014 2013
—®F-0F —F-=F =B-QmF —T-=
HK$'000 HK$'000 HK$'000 HK$'000
T FAT FTHT FHET
Trade and bills receivables B S EWGRE R ERE R 189,762 164,574 78,482 49,018
Less: Allowance for doubtful i : R EER
debts (7,707) (6,179) (508) (508)
182,055 158,395 77,974 48,510
Other tax recoverable H A AT UG ] #5578 13,262 632 = =
Other receivables (Note) H b fE U RIE (H7iE) 9,604 8,567 318 943
204,921 167,594 78,292 49,453

Note: The amount mainly represents the prepayments which in the opinion
of the directors, the amount is expected to be utilised within next 12
months.

The Group and the Company allow a credit period
nominally ranging from 30 to 90 days to its trade
customers. At the discretion of the directors, after
assessing credit quality of particular customers, several
major customers were allowed to settle their balances
beyond the credit terms up to 120 days.

Before accepting any new customer, the management
delegates a team responsible to assess the potential
customer’s credit quality and define credit limits by
customer. Limits and scoring attributed to customers are
reviewed twice a year. Approximately 71% (2013: 77%)
and 66% (2013: 84%) of the Group’s and the Company’s
trade receivables, respectively that are neither past due nor
impaired have the best credit scoring attributable under
the internal credit scoring used by the Group and the
Company.

B ZFRLIBEEEEIRVHNAKT_MEARN

BRzEARK

REBRARNRGTESGRFZEEH—
M A30OHEATF - KEEFWHEHET
A EEREP2EEE R B TEE
EPAAEEERBEENERBE &5
AJEE120H °

EEMFEPZA EEEBEZIK/AR
Bt BERFPZEEEEREERTPZ
EELR-BTEFPZEELREFNE
FELZMR - RNEBRARTDRAT1%
ZE—=F:77%)R%66% (=T —=
F 1 84% ) BB HISURIE 2 B 5 EUGKIA
EAREERARBFFEA2AEEEFR
HEz&ESERTD
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

18. TRADE AND OTHER RECEIVABLES (Cont’d)

The following is an aged analysis of trade and bills
receivables presented based on the invoice dates (other
than bills receivables which are presented based on the
issuance date of relevant bills) at the end of the reporting
period, which approximated the respective revenue

recognition dates:

18.

BEZRHEMEBYRE(F)

ATARBERRREZAH(EZEH
WAMER B HEE) 2512 8 5 B WA
K EWRE 2 RO (RKREEER
HIZHBREZEHARES)

THE GROUP THE COMPANY
rEE PNYNE|

2014 2013 2014 2013
“E-mE —T-—=F ZEB-QNF =—T—=F%
HK$'000 HK$'000 HK$'000 HK$'000
TET FHET THET FET
Within 30 days 30BA 72,423 61,050 32,631 12,995
31 - 60 days 31%60H 42,855 48,513 18,829 23,558
61 - 90 days 612908 33,270 25,522 12,552 11,375
91 - 120 days 91%120H 23,068 6,633 12,016 449
121 days - 1 year 121814 9,588 16,596 1,946 52
Over 1 year S 851 81 - 81
182,055 158,395 77,974 48,510

Included in the Group's trade receivable balance is amount
due to a shareholder amounting to HK$15,155,000 (2013:

HK$nil).

Included in the Group’s trade receivable balance
are debtors with aggregate carrying amount of
HK$44,118,000 (2013: HK$29,646,000) which are past
due at the reporting date for which the Group has not
provided for impairment loss in view of the satisfactory
. subsequent settlement. The Group does not hold any
_collateral over these balances. The average age of these

receivables is 92 days (2013: 160 days).

AKM Industrial Company Limited ZEFEEXERAT

JE— B IR A FIE15,155,000/8 T2 &
ALEBzESREWRELEH (T —=
F BT o

AEEB2ESRERRELEHRELE
B 544,118,000 L (ZF —=ZF:
29,646,000/ 7T ) 2 FEUBR 5k - B B IER
HREBBDBE BREEABEREKERR
BREEREE ANEBITEEDRESE
BE- AEEVERZSEKIT AT
i 2 FRWGIBZ YRR B2E (=
T—=ZF:160H) °



Notes to the Consolidated Financial Statements
e B RS R AR MY R

For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

18. TRADE AND OTHER RECEIVABLES (Cont'd) 18. EZ R HMEWRIE (£)
Included in the Company’s trade receivable balance KRRl B 2R ABELEHBREAREK
are debtors with aggregate carrying amount of Ml & 426,006,000 L (=T — = F:
HK$26,006,000 (2013: HK$7,224,000) which are past 7,224,000 70 ) 2 FEURER 3K - B B K IE R
due at the reporting date for which the Company has not wWEBHC B AR IEES B EKERR
provided for impairment loss in view of the satisfactory HREEREE  ANA A EED RERSE
subsequent settlement. The Company does not hold any BE-AQRUERZEEHFTE MK
collateral over these balances. The average age of these i o ZERWEIE 2 FHEREKR A93H (=
receivables is 93 days (2013: 61 days). T—=4F:61H) -
Ageing of trade receivables presented based on the REZAHEJICBHERREZESE
invoice date which are past due but not impaired W R IE 2 BR R
THE GROUP THE COMPANY
biN-3: ] b
2014 2013 2014 2013

—gF-0F —F-=F =B-DmF —FT-=
HK$°000 HK$'000 HK$'000 HK$'000

THET FTET THT FAT
0 - 30 days 0£30H 3,058 189 114 184
31 - 60 days 31260H 12,559 7,790 6,928 5,195
61 - 90 days 61290H 11,537 3,404 5,002 1,263
91 - 120 days 91&120H 12,918 2,334 12,016 449
121 days — 1 year 121814 3,195 15,848 1,946 52
Over 1 year 1A £ 851 81 - 81

44,118 29,646 26,006 7,224
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

18. TRADE AND OTHER RECEIVABLES (Cont’d) 18. ES RHEMEWFIE (&)
Movement in the allowance for doubtful debts AREREZEE
THE GROUP THE COMPANY
KEE ¥
2014 2013 2014 2013
—E-mE —T—= —E-mE —T—=
HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FET FET
Balance at beginning of FEEA
the year 6,179 7,050 508 508
Impairment loss (reversal of i & W SR IEHE R
impairment loss) HEEIE
recognised on receivables CREBERR) 1,799 (951) = =
Amount written off as WIEA eI B 2 FRIR
uncollectible (122) (74) - -
Currency realignment BHRRAE (149) 154 - -
Balance at end of the year FREH 7,707 6,179 508 508

Included in the Group’s and the Company’s allowance for

doubtful debts are individually impaired trade receivables
with an aggregate balance of HK$7,707,000 and
HK$508,000 (2013: HK$6,179,000 and HK$508,000),

AEBRARBZRERED B BIELS
#4858 & 817,707,000/ 7T 508,000 JT
(—Z—=%:6,179,0007% 7T % 508,000
T0) ZEREREE S EWRIE - H2EE

respectively by reference to subsequent settlement and AEPZEBREREEMRAETE
creditability of individual customers.
The Group's and the Company’'s trade and other LB SEE TR I G N B TIE
receivables that are denominated in currencies other than ZAREBERARNFE S REMEBGRIAR
functional currencies of the relevant group entities are set A
out below:
THE GROUP THE COMPANY
rEH b/
2014 2013 2014 2013
—B-NE —T-=F ZB-NF —T-=
HK$'000 HK$'000 HK$'000 HK$'000
TER FHT TERT FHET
United States Dollar (“US$") %7t ([ZE7T]) 95,385 51,821 76,937 48,510
South Korean Won ("KRW")  #2EI[E ([REIE]) 1,037 237 1,037 237

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

19.

20.

PLEDGED BANK DEPOSITS

The amounts represent deposits pledged to banks to
secure short-term banking facilities granted to the Group
and the Company and are therefore classified as current
assets.

The pledged bank deposits of the Group and the Company
carried at interest rate of 0.02% per annum (2013: 0.02%
per annum). The pledged bank deposits will be released
upon settlement of the relevant bank borrowings. The
pledged bank deposits are denominated in HK$.

BANK BALANCES AND CASH/BANK
OVERDRAFT

Bank balances and cash

Bank balances comprise short-term bank deposits with
original maturity less than three months which carry
interest at rates ranging from 0.01% to 1.15% (2013:
0.01% to 1.265%) per annum.

Included in the Group’s bank balances are short-term
deposits of HK$46,204,000 (2013: HK$20,475,000) kept
in banks located in the PRC.

19.

20.

2R HRITIF K

ZRBREBRTRITZER BIEERE
FTAEERARBRZEHRITEE Bt
DERRBEE-

ANEBNANRGRZEEMIETHERIR
0.02% (ZZE—=F : FFFE0.02% ) 2 F
MR B -BEEBRITERBERBBET
BEBERER CEFRITERTIUS
JLATE °

RITHEBRRAE RITEX

BRITERRAES

RITHEBRBFEANF0.01%E1.15% 2 F
ME(ZE—=F:001%%1.265% )=t
BERRIBEIR=ZEA ZEHRITHE

Fo
A °

NEEBRTEGEETREFBEZRITZ
%5 HA 77 7046,204,00008 T (Z B — =4 :
20,475,000/ 7T ) °
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

20. BANK BALANCES AND CASH/BANK 20.
OVERDRAFT (Cont’d)

Bank overdraft

Bank overdraft carries interest at market rate of 4.00%
(2013: nil) per annum. The bank overdraft is denominated
in US$.

In addition, included in the bank balances and cash are the
following amounts denominated in currencies other than
the functional currencies of the relevant group entities are
set out below:

ROTEHRRRE RITEX (&)

RITEX

RITBEXIEMSENEL00% (ZF—=
F BB -RITEXUETIE

AN RITERRREBE TIABHESE
BMERZNEEE AN 2EEIIEZR
17 :

THE GROUP THE COMPANY
r5E PN
2014 2013 2014 2013
—E-NE —T-—-F ZE-IFE —ZT—=

HK$'000 HK$'000 HK$'000 HK$'000
TER THET TERT FHET
us$ x5 22,075 21,593 14 15,786
KRW HBEE 648 31 648 31

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

21. TRADE AND OTHER PAYABLES 21. EZREMENRIE
Trade and other payables include the following balances: B REMENFIBERE N4
THE GROUP THE COMPANY
KEE AT
2014 2013 2014 2013
—E-mE —ZT—= —E-m{E —ZT—=

HK$’000 HK$'000 HK$"000 HK$'000
TER TAT TER TAT

Trade and bills payables B HRNFIBRENZRE 129,278 147,068 916 59
Payables for acquisition WREME BE R
of property, plant and ZERHIE
equipment 3,099 909 3,099 -
Accrued staff costs EEtE TR 11,916 10,676 217 239
Construction payables e T2 IR 3,230 2,476 - -
Other taxation payables JE A5 L it 58 18 673 274 - 5
Other payables and accruals ~ EfbENZFBELEAER 6,274 6,500 2,184 2,309
154,470 167,903 6,416 2,612
The following is an aged analysis by invoice date/bills LT ARSBREHRIEEEAY ZHEHA
issued date of trade and bills payables at the end of the HEIZ| 2 E SN RIBRENZEZER
reporting period: oA
THE GROUP THE COMPANY
r&E PN
2014 2013 2014 2013

—E-mNE —T—=-F ZE-WF =—T-—=
HK$'000 HK$'000 HK$'000 HK$'000

TER FET THET FET
Within 30 days 308 R 98,607 58,853 635 59
31 - 60 days 312608 23,880 45,254 281 - .
61 — 90 days 612908 4,307 31,336 - -
91 - 120 days 91%120H 1,109 9,952 - > -
121 days - 1 year 121814 1,322 1,598 - -
Over 1 year 1 F 53 75 - -
129,278 147,068 916 59
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ—=—ZF—/F+=-H=1+—HIFFZF

21. TRADE AND OTHER PAYABLES (Cont’d) 21. ES REMBENRIE (&)
The Group’s and the Company’s trade and other payables LAEREEEE TR INEEE AN B HIE
that are denominated in currencies other than functional ZAREERARNFE S K EMENFIEH
currencies of the relevant group entities are set out below: FIEAT
THE GROUP THE COMPANY
r5EE PN
2014 2013 2014 2013

—F-mFE —T-=F =B-mf =T =F
HK$'000 HK$'000 HK$'000 HK$'000

TER FHET TR FET
Us$ e 38,362 47,209 4,082 1,717
22. DEFERRED INCOME 22 EEWRA
THE GROUP
rEH
2014 2013
—E-NF —E—Z=%F
HK$'000 HK$'000
FHBT T T
Government grants received MR RERKERZ
in respect of: B R -
Development of new products FREMER (K1)
(Note 1) 3,268 -
Construction of factory RIRE T EERE
on existing lands (Note 2) (Bit2) 30,451 32,073
33,719 32,073
Less: Amounts to be recognised B RFERIE 5 AR
. in profit or loss I
in the following year (4,103) (855)
Amount shown under non-current FRBEABEBETAR SR
liabilities 29,616 31,218

AKM Industrial Company Limited ZEFEEXERAT



Notes to the Consolidated Financial Statements

I #5 HRoak MY R

VAN
e B
For the year ended 31 December 2014 #HZ—=F—/IF+=-H=1+—HIFFZF

22. DEFERRED INCOME (Cont’d)

Notes:

(1

The amounts represent government subsidies received in advance
in relation to research and development expenses incurred on
the development of certain new products. The amounts would
be recognised in the same period as the related research and
development expenses were incurred resulting in release of
HK$19,266,000 (2013: HK$5,524,000) to profit or loss.

The amount of RMB26,750,000 was received in respect of a
development support fund for the construction of factory on
the lands owned by the Group located at Suzhou pursuant to
“Implementation Measures for Development Support Policies for
Advanced Manufacturing Industries in Suzhou Gaoxin District”. The
amount would be released over the estimated useful lives of the
constructed factory upon the commencement of operation of the
new factory. The construction of the factory was completed and was
in use since 2011. During the year, HK$845,000 (2013: HK$843,000)
was released to profit or loss. Details in relation to the grant of the
fund had been disclosed in the announcement of the Company dated
25 September 2008.

23. LOANS FROM AN INTERMEDIATE HOLDING
COMPANY/ULTIMATE HOLDING COMPANY

THE

GROUP

Loan from ultimate holding company represented an

interest-free and unsecured loan for the development of a

project. The amount was wholly repaid during the current

year.

Brat -

(1

—ERTERARREERRE

22 RIEWA (&)

FZRRRBT LR A T3 E M AT E £ 2 T3
BERIREHR R - R RAR R ABEAERX
EXZRAERALERARER LEHREHR
#7£19,266,000/8 7T ( —F —=4 : 5,524,000/%
JT) °

ZABAR26,750,0007T 2 FUB A AL BRI
[ BN = 5T @ B AR L BLE E R B R IFBUR
ZEBIE RERBMNEAN L1 FBERE
MRz ERRKFES - ZRBERFTBEHLE
BEBRNATEERE 2 h5t o £ A F e -
ZHMERKERT YBE T ——FRHABER-
FNE845,0008 7T (ZE—=4 ! 843,000/%
) REBE - EHEAERESHFBEERAERR
AIBA-ZSENFAA-THANLHEFRE
E’g °

ll

)

ZE

A K

RERERARZERBIET TERER—

BEEEMREHOZEEERER -FES
HMORAFERTHERSR-
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For the year ended 31 December 2014 #HZ=—ZF—/F+=-H=1+—HIFFZF

23. LOANS FROM AN INTERMEDIATE HOLDING 23. —EHFNERATREKERD A
COMPANY/ULTIMATE HOLDING COMPANY ZER (&)
(Cont’d)
THE GROUP AND THE COMPANY AEERAEAT
Unsecured loans from an intermediate holding company —FAFENERAFACERRERBIE:
comprised:
2014 2013
—E-NF —E—=F
HK$'000 HK$'000
FET FHET
Loan of US$2 million (Note) 2,000,000 L 2 E X
(Hit) - 15,510
Loan of US$3 million (Note) 3,000,000 T2 B R
(Hiit) - 23,265
- 38,775
Note: As at 31 December 2013, the loans were unsecured, bearing interest Kiit: RZE—Z=ZF+_-_A=+—H ZEXRABER
at 3.6% per annum. The loans were wholly repaid during the current B REFE36%TE -ZERERETEFER
year. BEEE-

@ AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #Z —ZF—/1F+—-A=+—HIFFZ

24. BANK BORROWINGS 24. IR1TEE
THE GROUP THE COMPANY
KEM AAH
2014 2013 2014 2013

—F-mE —T-=F ZB-NF —T-=F
HK$'000 HK$'000 HKS'000  HKS'000

TER FHT TERT FHET
Bank loans (Note) RITER (H:E) 77,329 122,141 14,801 20,771
Trust receipts loans (Note) 1;. T IEER (A1) - 4,178 - 4,178
77,329 126,319 14,801 24,949
Secured BER 77,329 126,319 14,801 24,949
Carrying amount repayable EEEEREE
Within one year —FR 66,858 111,518 4,330 10,148
More than one year, but not %R —F BT BEME
exceeding two years 10,471 4,008 10,471 4,008
More than two years, but not ZRMEETEBAEF
exceeding five years - 10,793 - 10,793
77,329 126,319 14,801 24,949
Note: Bank loans are secured by charges over land use rights, buildings, Bt BOTERUARNEE 2 DA% BF HER
machinery and bank deposits (2013: land use rights, buildings, BIOFER(ZE—=F : T HERE - BF 85
machinery and bank deposits) of the Group while the trust receipts FEWRIE B RRITTFFOEER MBESF
loans in prior year was secured by charges over the Group's bank EEABRBEERUNAEERARQNR ZHRITHERX
deposits (Note 31). PERRAR (K3E31) ©
At 31 December 2014, included in the bank loans of the Group %;i_@?T:ﬂEJF_\E; $i§i)\ﬁ
are amounts of HK$77,329,000 (2013: HK$122,141,000) which TR Z ERT7,329,0008 70 (=% — =14 :

122,141,000/ 70 ) JH IR E E F L5 8 © Fltr{E5

interest at prevailing market rates. WR RS ERT TN 2 »

bear interest at fixed rates. The remaining trust receipts loans carry

Annual Report 2014 —Z—[UFEFR @



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #Z —ZF—[/1F+—-A=+—HIFFZ

24. BANK BORROWINGS (Cont’d) 24. SRITIEE (&)
The ranges of effective interest rates (which also equal REBRARRBEZERFE (FHEE
to contracted interest rates) on the Group’s and the RETHIF =) @E T

Company’s borrowings are as follows:

THE GROUP THE COMPANY
rEE PN
2014 2013 2014 2013
—E-NE = ZE-0NOF =T—=F
Effective interest rates: BERAE:
Fixed-rate borrowings BEFEEE 2.88% to 2.43% to 3.25% 3.25%
3.25% 5.77%

Variable-rate borrowings FHRREE N/A 3.23% N/A 3.23%
The Group's and the Company's bank borrowings that are DHBSEEENEEE U EETE
denominated in currencies other than functional currencies ZAREBRAQBZRITEEHINOT
of the relevant group entities are set out below:

THE GROUP THE COMPANY
FEHE NN
2014 2013 2014 2013

—F-mFE —FT-=F =B-HWF —T-=F
HK$'000 HK$'000 HK$'000 HK$'000

FERT FAET FERT FET
us$ ETT 62,723 103,844 195 2,474
EUR BT - 4,178 - 4,178

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

25. DEFERRED TAXATION

The following deferred tax liability mainly arises from
withholding tax on the undistributed profits of the PRC
subsidiaries for the year ended 31 December 2014 and
movement thereon during current and prior year:

25. IEAEFLIE

ATHRETEATEHBEARRBEEZE-F
—ME+ A=+ —HLEFEZARDEE
MAZEHIRMEE 2 EERBGE &
HEHRAFERBEFEZEBE

HK$'000

FE T

At 1 January 2013 AN _ET—=%F—H—H 786
Credited to profit or loss (note 9) BEmRNE (A29) (93)
Currency realignment B 21
At 31 December 2013 R-_ZB—=F+-H=+—H 714
Charged to profit or loss (note 9) sFABRER (A29) 1,341
Currency realignment B (34)
At 31 December 2014 RZZE-—MOF+_A=+—H 2,021

During the current year, the Group has recognised a
deferred tax charge of HK$1,341,000 (2013: deferred
tax credit of HK$93,000) which is arisen from the
undistributed profits of the PRC subsidiaries.

At the end of the reporting period, the Group has
the deductible temporary differences in respect
of accumulated allowance for doubtful debts and
accumulated allowance for obsolete inventories of
approximately HK$4,497,000 (2013: HK$3,472,000) and
HK$7,551,000 (2013: HK$5,873,000) respectively. No
deferred tax asset has been recognised in relation to such
deductible temporary difference as it is not probable that
the deductible temporary differences can be utilised in the
foreseeable future.

RAFE  NEED #ER,341,0008 7T

T —Z#:93,0008 LB AT
) ZIBEEHIEL L ZXEFEMEA
BlZ R EAEATE

RBERR ANEBEBERZER 225
BEMRETEZ R REEBA 2T
e Z 58 Bl 494,497,000 L (—FE—=
% :3,472,0007% 7T ) 7,551,000 7T ( =
T — =4 :5,873,000/& 7T) - AT Al B
A EEKREAUMNRERSZERE Bt
I 48 h 5% 5 AT 0060 R B 2= RE M SR AR B TE
BE-
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

25. DEFERRED TAXATION (Cont’d) 25.
At the end of the reporting period, the Group has
unused tax losses of approximately HK$9,612,000 (2013:
HK$9,684,000) available for offset against future taxable
profits. No deferred tax asset has been recognised due
to the unpredictability of future taxable profit streams.
The tax losses in Hong Kong may be carried forward
indefinitely. The unrecognised tax losses arising from
subsidiaries operated in the PRC of approximately
HK$5,316,000 (2013: HK$6,508,000) will expire from
2015 to 2017.

EIERIR (&)

RBBEEAR - REEEHS o] 5K 85 R R ER
it m Al 2 K B) B #¢ 18 /&5 $89,612,000/% 7T

— T —=4:9,684,00087T) - ARAKIK
JE ER B St ) SRR S B] TEORI - BRIkt N A RE R
EERMBEEE -REBSHBEBKAATERH
MELE -RNPREE 2 FTRAIELRE
RMIEIB L4 55,316,0008 7T (—ZE—=
% :6,508,0008 ) R =ZE—RAFE=
T—+FEHH-

26. SHARE CAPITAL 26. R4
Number of Share
shares capital
R0 #E [N
HK$'000
FHET
Authorised: ETE
At 1 January 2014 RZZE—MFE—-H—H
— Ordinary shares of HK$0.1 each —SREE AT
LB 2,000,000,000 200,000
At 31 December 2014 (Note a) R-ZB-—HWE+-_A=+—H N/A N/A
(Kiita) 38 A 38 F
Issued and fully paid: AT R -
At 1 January 2014 RZE—MmFE—H—H
— Ordinary shares of HK$0.1 each —SREE AT
R 549,900,000 54,990
Transfer upon abolition of par R RGP BERR AR 0 (B
L value under the new Companies 2R (Mfita)
Ordinance (Note a) - 57,412
" Shares subscription and placing REFEREESEIE
(Note b) (Btitb) 423,070,000 213,933
Exercise of share options (Note c) ITHRERBARME (M atc) 14,500,000 6,826
At 31 December 2014 R-E-HF+-A=+—H
— Ordinary shares with —EHEHEZ SRR
no par value 987,470,000 333,161

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

26. SHARE CAPITAL (Cont'd)

Notes:

(a)

(o)

Under the Hong Kong Companies Ordinance (Cap. 622), with
effective from 3 March 2014, the concept of authorised share capital
no longer exists and the Company’s shares no longer have a par
value. There is no impact on the number of shares in issue or the
relative entitlement of any of the shareholders as a result of this
transition.

On 27 January 2014, the Company allotted 290,920,000 ordinary
shares of HK$0.10 each to an independent third party at a
subscription price of HK$0.513 per share. On the same day, the
Company allotted 132,150,000 ordinary shares of HK$0.10 each by
placing to six placees at a placing price of HK$0.513 per share. The
Company raised approximately HK$213,933,000 (net of expenses).
The new placing shares and subscription shares were issued pursuant
to the specific mandates granted to the directors by resolutions
of the shareholders of the Company passed at the extraordinary
general meeting held on 27 December 2013. Further details of the
placing and subscription of new shares are set out in the Company’s
announcements dated 27 November 2013, 27 December 2013 and
27 January 2014.

On 27 January 2014, the shareholding of the former immediate
holding company, Alpha Luck Industrial Limited ("Alpha Luck"),
decreased from 65.47% to 37.00%. In the opinion of the directors
of the Company, Alpha Luck has no longer been the parent of the
Company.

During the year, 8,400,000 shares and 6,100,000 shares were issued
at HK$0.40 per share and HK$0.36 per share upon exercise of the
Scheme and the Pre-IPO Scheme (as defined under note 27) of the
Company by share option holders.

26. RAS (&)
Kiat -

(@ WEBR-ZT-—NFE=R=BERZHA ARG
(BBENE6228) EERANBEZETE
£ ARBD A TBAEE  WEELTEHE
BTN BB SUEMBR AR E R AIBR 8 -

by R-ZE—MOME—A=-++tH AXQ2FANUET
ROGIBELTREBRA —E2FEF=TREH
290,920,000 F 0. 108 T @A - R B - &AA
AIBLE F I8 R AR E B & R0.5138 RSz
EEABE AR AE ££132,150,0008% A% 19 © A
AR A L FT3849213,933,00058 ¢ (NBRFAL) ©
FRERD EREBRO DIBEBEAATREN=
T—=F+ A+ EABRTZREBIAS
EBBZAERRAESREZERRERT -8
BEE RAEHRM 2 —FeEE KN AQA
B#AE—_ZT—=F+—A=-t++tH —Z2—=F
+-—A-ttBEk_E—NE—A=-++tHZ
N

RZZ—ME—A=++H RN ERAFR
MEZEBRLE ([ZF]) R EH65.47%
£37.00% - NARIEEZRA TN THRAQA
AN

© FRN REREBEATEARAZFERLE
MATERETE (R RWE27) % 2 RlRE
[%0.40% 7T }20.36/8 7T 2 & 1§ % 178,400,000 ;2
6,100,0000% f& {5 °
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For the year ended 31 December 2014 #HZ=—ZF—/F+=-H=1+—HIFFZF

27. SHARE OPTIONS

Pursuant to written resolutions of the then shareholders
of the Company on 6 August 2004, the Company
adopted both a Pre-IPO share option scheme (the “Pre-IPO
Scheme”) and a share option scheme (the “Scheme”).

(a) Pre-IPO Scheme

The purpose of the Pre-IPO Scheme is to, amongst
others, give the participants an opportunity to have
a personal stake in the Company and help motivate
the participants to optimise their performance
and efficiency and retain the participants whose
contributions are important to the long-term growth
and profitability of the Group.

The HK$0.40 exercise price per share of the above
share options granted under the Pre-IPO Scheme is
the same as the initial public offering price of the
Company'’s shares. No share options under the Pre-
IPO Scheme were exercised since the date of grant.

No further share options have been offered or
granted under the Pre-IPO Scheme upon the
commencement of listing of the Company’s shares.

These grants under the Pre-IPO Scheme are

exercisable, starting from the first anniversary of the

Listing Date at stepped annual increments of 25% of

the total options granted, for a period of not later

than 10 years from the date of grant on the condition

that the participants are still under employment of the
* Company.

The total number of shares in respect of which share
options are issuable under the Pre-IPO Scheme shall
not in aggregate exceed 5% of the number of issued
shares.

AKM Industrial Company Limited ZEFEEXERAT

27. BB IR T8

BREARFAR -_ZZTOFENANBERRK
REBZEMRBERE AAFARMNERA
Bemi g ARt 8 ([ERAAEIETE]) BB
Pt &l ([5H81]) -

(a) BRBRATE

BRBRAGEEE (APBE)E
T2 RELERNRAGES EABE 2%
RHBSREBEMERESX
FURBREHAEERRERIA
MENEFLEZRR 22 8E-

i3S

EiRE HR R AT R 81 2 B
B2 E8RITEER0AGET  BHAR
AR ZERAHEEERR - B
B HI AR - B ) B R AT AT
BN BT

ARARRDFIG EHE BEEEE
PRI & R AR AT AT BIBIR 2 R
4o

R ERIB R ATET 8IR 2 B R -
A ELETABEEFELR D ERE
HBBUR FIRIE25% T LATTE - 172 Bf
RE&RE A HES THEBI0F 1T
RBEERARBARABAZESR-

RIEEXBRAGTEE D 2 AR ER]
FERTZEHBEHTEHEBE TR
B 25% °
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For the year ended 31 December 2014 #HZE—ZF

27. SHARE OPTIONS (Cont’d)

(a)

(b)

Pre-IPO Scheme (Cont’d)

As at 31 December 2013, the total number of shares
in respect of which share options were issuable
under this scheme was 8,400,000 representing
approximately 1.53% of the issued share capital of
the Company. The 8,400,000 share options were
wholly exercised during the current year.

Details of the movements in the number of share
options during the year under the Pre-IPO Scheme are

—HFES A=+ —HILFE

BT E (A7)
(a) ERARAE (4)

RZE—=F+ZA=+—H0 RE
R 2 BERER TRIT2RDE
#1/38,400,0000%  (h AR A B2 1T
AN#91.53% ° 5%%8,400,0000% B8 f% 12
& B RARF E A BT

FRREERBRAT S 2B
BB 2BLFHBOT

as follows:
Exercise  Outstanding Lapsed Outstanding Exercised Outstanding
Type of price at during at during at
participants Date of grant Exercisable period per share 1.1.2013 the year 1.1.2014 the year  31.12.2014
R-%-=%¢ R-Z-mfF RZ2-DmF
-A-B -A-8 +ZA=+-H
SEEER RitiAH TERE BRTRE e R AT FRER CER:d FRTR HRTHR
HK$
BT
Directors 6 August 2004 18 August 2005 to 6 0.40 5,400,000 - 5,400,000 (5,400,000) -
August 2014
% —ZTQNE —ZTRFENATNR
NARA —T-mEF
NARA
Employees 6 August 2004 18 August 2005 to 6 0.40 3,000,000 - 3,000,000 (3,000,000) -
August 2014
B8 —ZTQNE —ZTRFENATNR
NARE —T-mE
NARA
8,400,000 - 8,400,000  (8,400,000) -
Scheme (b) =t&l
The purpose of the Scheme is to provide incentives TR ERAKEEN2EE (E&

or rewards to Participants (as defined below)
thereunder for their contribution to the Group and/
or to enable the Group to recruit and retain high-
calibre employees and attract human resources that
are valuable to the Group and any entity in which the
Company or any of its subsidiaries holds any equity
interest (the “Invested Entity”).

RTX)HAEEEER AR ERE
HEBH @B KRS ANEE R
BEBREESREE URRAEER
ARESEEMMBARNERER
THREzZENEE (EEERE])
®alBEEBEIANER-

Annual Report 2014 —Z—[UFEFR



Notes to the Consolidated Financial Statements
e B RS R R MR

For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

27. SHARE OPTIONS (Cont’d) 27. BB RESTE (&)

(b) Scheme (Cont’d) (b) T8 (#&)

The directors may, at their discretion, invite any
participant (the “Participant”) being any executive
director, non-executive director or employee (whether
full time or part time), shareholder, supplier, customer,
consultant, adviser, other service provider, any joint
venture partner, business or strategic alliance partner,
in each case, of the Company, any subsidiary of the
Company or any Invested Entity or any discretionary
trust whose discretionary objects may be any
executive director, non-executive director or employee
(whether full time or part time), shareholder, supplier,
customer, consultant, adviser, other service provider,
any joint venture partner, business or strategic
alliance partner, in each case, of the Company, any
subsidiary of the Company or any Invested Entity
to take up options to subscribe for shares in the
Company.

The Scheme commenced on 18 August 2004,
being the date on which the Scheme becomes
unconditional, and continues in force until the tenth
anniversary of such date.

The total number of shares which may be issued
upon exercise of all outstanding options granted and
yet to be exercised under the Scheme and any other
share option schemes of the Company must not in
aggregate exceed 30% of the shares in issue from
time to time (the “Scheme Limit").

AKM Industrial Company Limited ZEFEEXERAT

EETRNERGFEMNS2EE (24
E])  BIARRBSHEAEFNME AR K
ERIEERIEN2EEE(EE
BERXEARRRA S EA M HE
RRAREMIEEBZEAATE
5 RATEFNEER (EmERER
B BCR-HER - BEP WRACE
A AR MRS  E A FRXER
BRI BE AR A) ZER
HITES FATEFHEE (BEmE
BB BRR HER TP @
A R B AR A B R AR AR
FEEBH FHEIRBUEBRBESRE
A EWBREARBARQRRND -

Ty

o>

A8l —FTmE AR+ /B (A&
R REGRNZB) BER  WIHEAR
MEZZAHTREFERZB L.
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BIAREIT RS AT AL 31T 2 IR A2 HK
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

27. SHARE OPTIONS (Cont’d) 27. B FEFTE (&)

(b) Scheme (Cont’d) (b) T8 (#&)

In addition to the Scheme Limit, and subject to the
following, the total number of shares which may be
issued upon exercise of all options granted under
the Scheme and any other share option schemes of
the Company must not in aggregate exceed 10%
of the Company’s shares in issue as at the Listing
Date (excluding any options which have lapsed) (the
“Scheme Mandate Limit”). The initial number of
shares issuable under the Scheme Mandate Limit will
be 54,000,000 shares, representing approximately
10% of the issued share capital of the Company.

Unless approved by shareholders, the total number of
securities issued and to be issued upon exercise of the
options granted to each Participant (including both
exercised and outstanding options) in any 12-month
period must not exceed 1% of the Company’s shares
in issue. Where any further grant of options to a
Participant would result in the Company’s shares
issued and to be issued upon exercise of all options
granted and to be granted to such person (including
exercised, cancelled and outstanding options) in the
12-month period up to and including the date of such
further grant representing in aggregate over 1% of
the relevant class of securities in issue, such further
grant must be separately approved by the Company’s
shareholders in general meeting with such Participant
and his associates abstaining from voting.

BREFEIFREESN - FE TRRT - IBIRET
B J A1 A ] H A B AR M A I %
ZEEHERE (TEEEENERRZ
B BRI 2RO B
B EHTFEAR ETABE BT
B89 .210% ([FHEIEERTE]) - BIE
AR ERBE LSO TEIT2RMHE
B #5 /54,000,0008% P& 17 15 & R &)
ZBEBITRALI0% -

B FERE A R AL - IMEMR + —{E A
MR - RAEsE2EERNZBERE
(BRETERARTEZERE)
BTEREBETRETREITZES
BB TSBREARFDHTRNZ
1% o fi[A— B2 EELE - TR BEMR
BRESEIZAALIREE (LB
B)ZE—THROAMET @A
BARTEEDERMBER AR
Pt (BIEEITE  EERERITELZ
BRE) MBRTRHERETZAR
AkmnhAaRBREAERCD BTRIES
Z1% ZE—FREARARRARR
ERREAG ELA1THE ME2EE
RHEBEATARERSR-
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For the year ended 31 December 2014 #HZ=—ZF—/F+=-H=1+—HIFFZF

27. SHARE OPTIONS (Cont'd) 27. BB RESTE (&)

(b) Scheme (Cont’d) (b) 8 (#&)

The exercise price must be at least the highest of:
(a) the nominal value of the Company'’s share on the
date of grant; (b) the closing price of the Company’s
share as stated in the daily quotations sheet of
the Stock Exchange on the date of grant, which
must be a business day; and (c) the average closing
price of a share as stated in the Stock Exchange's
daily quotations sheets for the five business days
immediately preceding the date of grant.

A nominal consideration of HK$10 is payable by the
grantee upon acceptance of an option.

Share options are vested immediately on the date of
grant.

An option may be exercised in accordance with the
terms of the Scheme at any time during a period
to be determined and notified by the Directors of
the Company to each grantee of the option which
period may commence on a day after the date upon
which the option is granted but shall and in any
event be not later than ten years from the date of
grant. Unless otherwise determined by the Directors
of the Company at their sole discretion, there is no
requirement of a minimum period for which a share
option must be held.

AKM Industrial Company Limited ZEFEEXERAT
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

27. SHARE OPTIONS (Cont’d) 27. BRHEFTE (&)

(b) Scheme (Cont’d) (b) =8 (&)
RZE—=F+_A=+—H8 RE&
EIRE CERER TRITZRG
4 %056,100,00010 ' {5 A QR E 31T
RARLIT 1% - BHEZT—NFE+ =
A=+—HIE¥E #7%56,100,000
% (== — =4 :9,900,00017 ) B8 i%
ETERE (ZZ—=%4:800,000
1) B AR M 1R

As at 31 December 2013, the total number of shares
in respect of which share options were issuable
under this scheme was 6,100,000 representing
approximately 1.11% of the issued share capital of
the Company. During the year ended 31 December
2014, there were 6,100,000 (2013: 9,900,000) share
options exercised and nil (2013: 800,000) share
options lapsed during the current year.

FARIEE BIR 2 FBAVER R 2

Details of the movements in the number of share

options during the year under the Scheme are as tHBWT:
follows:
Exercise Outstanding Exercised Lapsed Outstanding Exercised Outstanding
Type of Exercisable price at during during at during at
participants Date of grant period per share 1.1.2013 the year the year 1.1.2014 the year  31.12.2014
R-B-NF
R-B-=F R-B-OF +=A
—-A-H -RA—-H =t-H
SEREEH R AH TEEE BRITHE R AT FRTE ERAR R AT FRTE RATE
HK$
BT
Directors 9 July 2007 10 July 2007 to 0.36 7,600,000  (6,800,000) (800,000) - - -
9 July 2017
EEd ZETLHE ZETLE
+ANE tAt+HEZE
—ZtE
tANR
Employees and 9 July 2007 10 July 2007 to 0.36 9,200,000  (3,100,000) . 6,100,000  (6,100,000) -
others 9 July 2017
EEREM —ETtF —RRLF
+ANB tA+RZE
ZE—+F
tANR
-
16,800,000  (9,900,000) (800,000) 6,100,000  (6,100,000) -

AN AR B 2 A ELA R )
SRS RERELAE (ZF
—=F:F)

The Group recognised total expenses of nil (2013:
nil) related to equity-settled share-based payment
transactions during the year.
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

28. RESERVES 28. f#f@
Share
Share options Retained
premium reserve profits Total
REE BREGE R E %= F =)
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT THET FHET
THE COMPANY ¥ NN
At 1 January 2013 RZE—=%—H—H 53,868 2,318 74,389 130,575
Profit for the year and KEEZRFRAFE
total comprehensive 2HEBALRE
income for the year - - 4,106 4,106
Exercise and lapse of share BRRBITRANR
options 3,544 (1,048) 78 2,574
Dividend paid (note 77) BERRE (M) - = (5,499) (5,499)
At 31 December 2013 RZE—=
+=-A=+—H 57,412 1,270 73,074 131,756
Loss for the year and AEEBERAFE
total comprehensive 2HEMX B
expense for the year - - (1,507) (1,507)
Exercise of share options EREETE = (1,270) = (1,270)
Transfer upon abolition of AVNCILESTINE S
par value under new B0 B < 8 5%
Companies Ordinance (57,412) - - (57,412)
At 31 December 2014 R-T—MF
+=—A=+—~H - - 71,567 71,567

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #Z —ZE—[/1F+—-A=+—HIFFZ

29. FINANCIAL INSTRUMENTS 29. €T A
Categories of financial instruments SR T AEA
THE GROUP THE COMPANY
KEH b N
2014 2013 2014 2013
—EB-mNE —FT—= —EB-mE —T—=
HK$'000 HK$'000 HK$'000 HK$'000
FTHERT FAT FET FAT
Financial assets TREE
Loans and receivables B e R
(including cash and ( \1%@%/‘1\&
cash equivalents) R&%@EER) 232,661 203,266 96,828 82,512
Available-for-sale investment At & 7 K& 18,712 = = =
Financial liabilities TRERE
Amortised cost B PR 227,791 317,462 120,908 168,511
Financial risk management objectives B L b B 3R B AR

The financial instruments are fundamental to the Group’s

and the Company’s daily operations. The Group’s and

Company’s major financial instruments include available-

for-sale investment, trade and other receivables, amounts

due from (to) subsidiaries, pledged bank deposits, bank

balances and cash, trade and other payables, loans from

an intermediate holding company, loan from ultimate

holding company, bank overdraft and bank borrowings.
Details of these financial instruments are disclosed in the
respective notes. The risks associated with the financial
instruments and the policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures
are implemented on a timely and effective manner.

TRTAHAKRBRARRZHEEER
REZ-AEBRARFZETEZEHMIA
BRALERE B5REAMEKKEA
U (B B A RRIE B EMRITE
PORITERLAS EHMEMENRK
A ER—EPNMERABZER  RITE
XRRTEE-ZEeMITAZHBRE
@W%T&??Tiﬁﬂéﬁi%i%%%ﬁlﬂﬁ

F%ZJ—L &ZZDHEHEEEZZ?H % 2 BUR
HE EE&QFTIEZ% 'L/(Eﬁ%&ﬁqﬁ
B RBVEE Z e
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For the year ended 31 December 2014 #HZE—ZF

29. FINANCIAL INSTRUMENTS (Cont’d)

—OFES A=+ —HILFE

29.

AKM Industrial Company Limited

Financial risk management objectives (Cont’d)

Market risk

Foreign currency risk management

Certain trade and other receivables, trade and other
payables, loans from an intermediate holding company,
bank borrowings, bank overdraft and bank balances and
cash of the Group and the Company are denominated in
US$, other than the functional currencies of the relevant
group entities, which expose the Group and the Company

to foreign currency risk. The Group and the Company

$RTH (&)
HRAREERE (&)

5 3 R

A/""’
e & 2

S
ZJXEE&Z!S/A_TZ%FT%&ﬁ@JEH&%
B 5 REMBNKER  —HPNER
ﬂZEﬁA CIRITRRE  RITBEMRITE
AERBETIAERT(FTRAREHEEE
ZYEEEE) HE AKRE R AR EAR
25 B N AN R B I AR A AEAR]

HNEE | B o
ST A DEERR - Am SIEEELIL

l"-/‘\

ggg

have not used any financial instruments to hedge against SRR WEEHERERBEHREAN
currency risk. However, the management monitors s 3 g o
foreign currency risk exposure and will consider hedging
significant foreign currency exposure should the need
arise.
The carrying amounts of the Group's and the Company’s REBH  AEBRARFUIINEEE
foreign currency denominated monetary assets and CEBEREREYABEZREBNT
monetary liabilities at the reporting date are as follows:
THE GROUP
r5HE
Liabilities Assets
& BE
2014 2013 2014 2013
—E-mE —T-=F ZBE-mF —T-=F
HK$"000 HK$'000 HK$"000 HK$ 000
TERT TET TET FET
us$ eV 115,392 189,828 117,460 73,414
THE COMPANY
PN
Liabilities Assets
=N 8E
2014 2013 2014 2013
—E-mFE —T—= —E-mFE —T—=F
HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET THET
us$ ETT 18,584 42,966 76,951 64,296
ZEMNBEARL R
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For the year ended 31 December 2014 #HZ=—F—IF+=-H=1+—HIFFZF

29. FINANCIAL INSTRUMENTS (Cont’d) 29.
Financial risk management objectives (Cont’d)
Market risk (Cont’d)
Foreign currency sensitivity

The following table details the Group's and the Company’s
sensitivity to a 5% increase and decrease in RMB against
US$. 5% represents management's assessment of the
reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the year end for a 5% change in foreign
currency rates. The sensitivity analysis represents the
trade and other receivables, trade and other payables,
loans from an intermediate holding company, borrowings,
bank overdrafts and bank balances and cash where the
denomination are in US$, the major foreign currency risk.
A positive number indicates an increase in post-tax profit
for the year where RMB strengthens against US$. For a 5%
weakening of RMB against US$, there would be an equal
and opposite impact on the post-tax profit for the year,
and the balances below would be negative.

¢RI E (&)
HERKREEEE(E)
HEmE ()
S

TRAFLDAEBRRNARHARKHESH X
TLIHE R E5% 2 BURE ° 5% Rk E R
BHIINEERZTRAEEFH 2T - &
BRESTERBHARBEZAINEEZ
E¥EB YNEREERHRIINEET
5% % ) 1F SR - W AR T (X BIMNEE
R)FHE BRESTRKRE S REMmEK
HIE - BHREMEMNRIER - —EHR R
RAZEF BE RITEXMRITEHRR
Be - MARBHITRRY EBAKRTF
ERBEENIZMN - HRARBEEH TR
B5% HHFARAKRRENE —EHEZ
HREE mTIESREe a8

THE GROUP THE COMPANY
rEE PN
2014 2013 2014 2013
—E-mE —Z—= —E-mE =%
HK$’'000 HK$'000 HK$'000 HK$'000
TR FET TR FET
(Decrease) increase in REEFBRBE T

post-tax profit for the year CR )1 m (88) 4,948 (2,481) (907)

*

Annual Report 2014 —Z—[UFEFR



29. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)

Market risk (Cont’d)

Interest rate risk management

The Group's and the Company's cash flow interest rate
risk relates primarily to variable-rate bank balances and
cash. The Group and the Company currently do not have
an interest rate hedging policy. However, the management
monitors interest rate exposure and will consider hedging
significant interest rate exposure should the need arise.
The management considers the cash flow interest rate risk
is insignificant.

The Group and the Company are also exposed to fair
value interest rate risk in relation to the fixed-rate
bank borrowings and bank overdraft. However, the
management considers the fair value interest rate risk
on the fixed-rate bank borrowings and loans from an
intermediate holding company are insignificant as the
bank borrowings are relatively short-term and the interest
rate of loans from an intermediate holding company is
low. The management monitors interest rate exposure and
will consider hedging significant interest rate exposure
should the need arise.

AKM Industrial Company Limited ZEFEEXERAT
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

29. SRT R (&)

BEEBERERR (&)
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

29. FINANCIAL INSTRUMENTS (Cont’d) 29. €T A (&)

Financial risk management objectives (Cont’d)

Credit risk

The Group’s and the Company’s maximum exposure to
credit risk in the event of the counterparties’ failure to
perform their obligations as at 31 December 2014 and
2013 in relation to each class of recognised financial assets
is the carrying amount of those assets as stated in the
consolidated statement of financial position and statement
of financial position. In order to minimise the credit risk,
the management has delegated a team responsible for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group and
the Company review regularly the recoverable amount of
each individual trade receivable to ensure that adequate
impairment losses are made for irrecoverable amounts. In
this regard, the management consider that the Group's
and the Company's credit risk is significantly reduced.

The Group has concentrations of credit risk on trade
receivables as 18% (2013: 20%) and 38% (2013: 49%)
of the total trade receivables was due from the Group's
largest customer and the five largest customers (including
the largest customer) respectively within the “FPC
business” operating segment in the PRC. The management
considers, based on the strong financial background and
good credibility of those debtors, there are no significant
credit risk.

The credit risk in relation to pledged bank deposits and
bank balances and cash is limited because the majority
of the counterparties are state-owned banks with good
reputation in the PRC.

BEEBERERR (&)

EEAR

WHEITR_F-—HFR_FT—=F1+_H
=t —BRERTRFZAE AAKE
RARBRBRCEACREEMAAR
ZERREERRBES M BIRRAR LT
RARAMINEEZREE RREEEE
R EEEEZR—EABREHEE
ERE  EERM R EMEITEE AR
PREUERE R ho ik BB HIR S 2 (B8 © sEoh -
REE K AR B E BTG ERE SRR
T8 Z AR [El & B8 A REGR BL T AT U Bl 5 B
PrHEL 2 REBEE B/ -5t s - &2
BRRAEBRARBZEERRE AR
FEAK o

AEEHESRERRKREZEERRBRER
ERESHEURIBRE218% (ZT—=
F:20% ) M38% (B — =% :49% ) -
DRAERAEBAFE R EERRE
BIRIRERBEEET LR ZEDY
RNZBABFPRAARRFR (BESKEP)
ZHEBE-ERZEBBAZARNVBE R
RREGERA BEERALEERNEER

LA
o0
ZoN

o

HRRXZUTETERTHREBERFZESR
RIT- FARE R RITF R R IRITER
kB2 ZEERBREBR-
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29. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)
Liquidity risk

Liquidity risk reflects the risk that the Group and the
Company will have insufficient resources to meet its
financial liabilities as they fall due. The Group's and the
Company'’s strategy to managing liquidity risk is to ensure
that the Group and the Company have sufficient funds to
meet all its potential liabilities as they fall due.

In the management of the liquidity risk, the Group and
the Company monitor and maintain a level of cash and
cash equivalents deemed adequate by the management
to finance the Group’s and the Company’s operations
and mitigate the effects of fluctuations in cash flows.
The management also monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

The Group and the Company rely on borrowings as one
of the source of liquidity. As at 31 December 2014, the
Group and the Company had available unutilised short-
term loan facilities of approximately HK$248 million (2013:
HK$207 million) and HK$34 million (2013: HK$27 million),
respectively.

Liquidity tables

The following table details the Group's and the Company’s
remaining contractual maturity for its non-derivative
financial liabilities based on the agreed repayment terms.
The table has been drawn up based on the undiscounted
_cash flows of financial liabilities based on the earliest date
on which the Group and the Company can be required to

pay.

AKM Industrial Company Limited ZEFEEXERAT

—OFESf—HA=1—HILFE

Notes to the Consolidated Financial Statements
e B RS R R MR

For the year ended 31 December 2014 #HZ_—ZF

29. SRT R (&)

BEEBERERR (&)

B &z

MBETERIEARE AR R ET R
Aﬁ1HEU%Q@Q%ZHﬁOK%E
RARRERRDES R 2R S LE
FTAEBERARRERRECTNEERE
NMEENAEREERE-

ERPETRREETE AEERAR

FeEREREREEERAREZRER
ReESEBRBKE EMARNKERAR
AEERHESMABRERERD ¥
E-ERENERRITEEZHHALER
BT EREL

REBRAAFKBEEERRDE SR
B2— RZE—WFE+=—A=1+—AH0 K
E@&ZSZ‘TET#@JH%HH@NHZEE@
BER@E 7 5 A549248,000,000%8 T (=
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

29. FINANCIAL INSTRUMENTS (Cont’d) 29. @I E (£&)
Financial risk management objectives (Cont’d) BEREEEREZ (&)
Liquidity risk (Cont’d) mEBELERE (&)
Liquidity tables (Cont’d) REELx (&)
The table includes both interest and principal cash flows. TEREEMNEERG VHEERE -EFE
To the extent that interest flows are floating rate, the MERZBANEZRT  RTWBERETD
undiscounted amount is derived from interest rate curve at VAR 5 BAZR 2 Al S fh 4R 15 1 o

the end of the reporting period.

THE GROUP rEHE
On demand
Weighted and Total Total
average less than 1-3 4-6 7-12 1-5 undiscounted carrying
interest rate  one month months months months years  cash flows amount
i
mE  EXEHEE AFRRE

THNE  ROMEA 123(8 A 4Z6f8R  7E120EA 1558 REAR REAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TEL TAT TEL TATL THAL TATL

At 31 December 2014 R-B-ME+=A=1-8
Non-derivative financial FELRER
liabilities
Trade and other payables BEREBERTE = (82335)  (52517) (1,303) - - (136155 (136,155)
Bank overdraft RITEX 4.00 (14,307) - - - - (14,307) (14,307)
Borrowings: B8
~fixed rate bank borrowings  ~F B8BTS 314 (8825  (10,967)  (46,007) @15)  (1283)  (19197)  (77,329)
(105,467) (63,484) (47,310) (2,115) (11,283) (229,659) (227,791)
At 31 December 2013 RZE-=4+ZA=1+-8
Non-derivative financial FEeREE
liabilities
Trade and other payables B REMERFE - (76,348) (50,959) (24,038) - - (151,345)  (151,345)
Loans from ultimate holding BRERARZER
company - - - - (1,023) - (1,023) (1,023)
Loans from an intermediate —ARNERARCER .
holding company 3.60 - - - - (41,046) (41,046) (38,775)
Borrowings: | .
- fixed rate bank borrowings e g 294 (23,308) (40,171) (41,836) (3,278) (15,709) (124,302) (122,141)
- variable rate bank borrowings  —Z B RITEE EE] (4,188) - - - - (4,188) (4,178)
(103,844) (91,130 (65,874) (4,301) (56,755) (321,904) (317,462)
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

29. FINANCIAL INSTRUMENTS (Cont'd) 2. €I A (&)
Financial risk management objectives (Cont'd) MERBREEBEZE (&)
Liquidity risk (Cont’d) TREBELEE (Z)
Liquidity tables (Cont’d) B ELF (F)
THE COMPANY AN
On demand
Weighted and Total Total
average less than 1-3 4-6 7-12 1-5 undiscounted carrying
interest rate one month months months months years  cash flows amount
IS
mE ERNEE KBRS

THNE  ROMEA 123(8 A 426 1E12EA 1555 REAR RAAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TAT TEL TETL TET TATL

At 31 December 2014 R-E-ME+=A=+-H
Non-derivative financial FTESRER

liabilities
Trade and other payables ZHREMENTE - (2,915) (1,324) - - - (4,239) (4,239)
Amounts due to subsidiaries ERKBARTE - (87,561) - - - - (87,561) (87,561)
Bank overdraft RITBY 4,00 (14,307) - - - - (14,307) (14,307)
Borrowings: BE:

- fixed rate bank borrowings ~ ~FEBTEE 3.25 (547) (705) (1,058) (2,115) (11,283) (15,708) (14,801)

(105,330) (2,029) (1,058) (2,115) (11,283) (121,815) (120,908)

At 31 December 2013 RZE-Z§+ZA=1+-H
Non-derivative financial FTEEBEE

liabilities
Trade and other payables BHREMEMNTE - (140) (246) - - - (386) (386)
Amounts due to subsidiaries e P B A RIIE - (104,401) - - - - (104,401) (104,401)
Loans from an intermediate —ARNERRAZER

holding company 3.6 - - - - (41,046) (41,046) (38,775)
Borrowings:

- fixed rate bank borrowings 3.23 - (1,639) (1,639) (3,278) (15,709) (22,265) (20,771)

- variable rate bank borrowings 3.23 (4,188) - - - - (4,188) (4,178)

.
(108,729) (1,885) (1,639) (3,278) (56,755) (172,286) (168,511)
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

29. FINANCIAL INSTRUMENTS (Cont’d) 29. €T A (&)

Fair value of financial instruments

The fair value of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash flow
analysis.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at cost and amortised cost in the consolidated
financial statements approximate their fair values at the
end of the reporting period.

No analysis of fair value measurements is presented as the
Group and the Company do not have financial instruments
that are measured subsequent to initial recognition at fair
value in the consolidated financial statements.

Significant accounting policies

Details of the significant accounting policies and methods
adopted, including the criteria for recognition, the basis of
measurement and the basis on which income and expenses
are recognised, in respect of each class of financial assets,
financial liabilities and equity instrument are disclosed in
note 3.

EMIEZAFE

HppeMEELRSRABZATFENER
REBRANFRRERESNETE °

ARAEERR NEAMBRRAKE
RIBHEHERA Rz eREERERAE
ZEEERERBERRZ A FEERS-

MRAEE R AR FL E\ER G S M B RE
AT AR FERRBLTEZSRT A
W EZS R FEFEZ NN -

TREHEE
FHREESREE SREBEEABRATA
ERAZIESHBRELTE (BRERER

T BIOE RS R 2 BAEE)
Z BB MY EE3 TR -
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For the year ended 31 December 2014 #HZ=—ZF—/F+ A =1+—HIFFZF

30. CAPITAL RISK MANAGEMENT

31.

The Group and the Company manage their capital to
ensure that entities in the Group and the Company will
be able to continue as a going concern while maximising
the return to stakeholders through the optimisation of the
debt and equity balance. The Group’s and the Company's
overall strategy remain unchanged from prior year.

The capital structure of the Group and the Company
consist of bank borrowings disclosed in note 24, bank
overdraft disclosed in note 20, loan from ultimate holding
company and loans from an immediate holding company
disclosed in note 23, net of cash and cash equivalents and
equity attributable to owners of the Company, comprising
issued share capital, reserves and retained earnings.

The management of the Group and the Company review
the capital structure on a continuous basis. The Group
and the Company consider the cost of capital and the
risks associated with each class of capital, and will balance
its overall capital structure through the raising of bank
borrowings and the redemption of existing debt.

PLEDGE OF ASSETS

At the end of the reporting period, certain bank deposits,
buildings, plant and machinery and land use rights were
pledged to secure the banking facilities granted to the
Group and the Company as follows:

30.

31.

= e =

AEBRADA L EAEREERRAE
B R A E B RAD A A B
05 5 48 1L 75 TR PR 18 B AR SR 3R
SAEH A RERARDT 2 BEEH S
BEUBEEETHE

AEBRARBZEARBRIEN 24K
B2RITEE ME20WE2RITES
M3 B R R ER AR ZER RPN E
BRARzER NMERENESEEIAR
ARARAREEARIEEZ (BREE#ET
A FERRERF) -

AEBEARREEERBEEMNERR
B-AKRERARRZEREBIEARANRE
BREXRBEB AR WEBIEMRITEES
LMERRBBEHEAFTEERBEREE-

EERA

RIRSEE  THEFRAER 25 B
ERMSR T mEAEE TR AKX
EEMRAANEBRTEEZERNT

THE GROUP THE COMPANY
r&E EAF
2014 2013 2014 2013
—E-mE =—T—= —E-mFE T =

HK$'000 HK$'000 HK$'000 HK$'000
TET FET THET FET
Bank deposits RITIE K 2,356 2,355 2,356 2,355
Buildings BF 60,324 63,496 - -
Plant and machinery B 5 K 1 =5 59,061 71,728 - -
Land use rights It {sF A 19,698 20,671 - -
141,439 158,250 2,356 2,355

AKM Industrial Company Limited ZEFEEXERAT
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32. OPERATING LEASE COMMITMENTS 32. REME AL

The Group as lessee AEBEERAEA

RIFERR NEBRARARE LK
BFTa B EBE MmN T 7 23 HE 2 5
ZARSRBEHREREZ RBITHRENT

At the end of the reporting period, the Group and the
Company had outstanding commitments for future
minimum lease payments under non-cancellable operating
leases in respect of land and buildings which fall due as

follows:
THE GROUP THE COMPANY
rEE FRF
2014 2013 2014 2013
—E-NE 2= ZE-0NOF =T—=F
HK$'000 HK$'000 HK$’000 HK$'000
FTET THET FHT THET
Within one year —FRQ 392 309 120 120
In the second to F_FEFERF
fifth years inclusive (BEERMF) 20 141 20 140
412 450 140 260

Operating lease payments represent rentals payable by the
Group and the Company for certain of the factory, office
properties and staff quarters. Leases are negotiated for
terms ranging within one to three years.

The Group as lessor
Property rental income earned during the year was

HK$65,000 (2013: HK$151,000). All of the properties held
have committed tenants for the next two years.

REMENKIEAEBRARRARE TR
B MAEMEERBRIGEAXNzES -
HEFHNF—FE=F-

REEERHBEA

FARMYEE S KA65,00087T (—F

— = :151,00087C) - 2HIFH 2 WE
REARWMFECEHFARHAE-

THE GROUP THE COMPANY
A% AnF
2014 2013 2014 2013
—E2-mNE —T-—=F ZE-NF =—T-=
HK$'000 HK$'000 HK$'000 HK$'000
THER THET THER TET

Within one year

—FR -

22 - F
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33. CAPITAL COMMITMENTS 33. EREIE
THE GROUP THE COMPANY
rEE NN
2014 2013 2014 2013
—F-NF —B-=F —B-NF =%-=
HK$'000 HK$'000 HK$'000 HK$'000
TER FHT TERT FHET
Capital expenditure in respect BEEBEW% HERREZ
of acquisition of property, EENGEE
plant and equipment:
- contracted for but — BRI ERREE
not provided in the MR AR
consolidated financial
statements 102,207 19,466 - -
34. RETIREMENT BENEFITS SCHEMES 34. RIKBFETE
The Group operates a Mandatory Provident Fund (the AEBEMBEREAEZAEREBR LR
“MPF") for all qualifying employees in Hong Kong. sl AEe ([BEe]) REEEER

The retirement benefits scheme contributions charged

to consolidated statement

of profit or loss and other

comprehensive income of HK$113,000 (2013: HK$38,000)
represent contributions payable to the MPF scheme by the

Group, which contribution is matched by employees.

The employees employed in the Group’s PRC subsidiaries

are members of the state-managed retirement benefits

scheme operated by the PRC government. The Group

is required to contribute a certain percentage of their

payroll to the retirement benefits scheme to fund the

benefits. The state-managed retirement benefits scheme

contributions charged to the consolidated statement of

to HK$8,336,000 (2013:

profit or loss and other comprehensive income amounted

HK$6,403,000). The only

‘obligation of the Group with respect to the retirement

benefits scheme is to make the required contributions

under the scheme.

No forfeited contributions

are available to reduce the

contribution payable in future years.

AKM Industrial Company Limited ZEFEEXERAT

HAth 2 H W 25 3R A 91 32 2 IR IKAE F 51 &1 1t
113,000 T (—ZF— =4 :38,000/%
) THASRBERZFTFRBESE 2 M
FomESSELHERMERK

AEETEMBARERZEESTEEK
FFEFEZBERABHFEZKE - KN&E
BAMEARBNFEXNHE2ETES
iERBENE REARaREBEEEK
R NI S 2 B &R KR MR 8L RS
8,336,000/ 7T ( ZZF— =% : 6,403,000/
TT) - ARERERBHNFE 2E—BEES
RIBZTEIMF LR E 2 R -
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35. RELATED PARTY TRANSACTIONS BH RS
In addition to the balances set out in notes 15 and 23, BREt R sE15 /%232 4 ﬁ%ﬁl\ TRAREE
the Group and the Company entered into the following W AEERARRAMBEBERIZT
transactions with related parties during the year: P 5 -
THE GROUP AEE
2014 2013
—E-WF —T-=%F
HK$'000 HK$'000
FHBT FET
(i) Transactions with fellow () HEZRMEBRAREZRS:
subsidiaries:
Rentals for office charged to MRS EWKEZ
the Group MAEHES 120 120
Transactions with a shareholder/ BE—-EZRR—H
an intermediate holding FNERARDZRS:
company:
Interest paid by the Group REEXZ N ZHE 107 1,524
Transactions with a shareholder H-ERENRS
Sales of goods by the Group REBBEEE R 30,641 -
(ii) Transactions/balances with other state-controlled (i) EFEEMBEREHCEELEZRS
entities in the PRC Bk
The Group operates in an economic environment ANEETE B AT A BT B ek M
currently predominated by entities directly or mAaSNES X (TBERESRE])
indirectly owned or controlled by the PRC government BEBIEBEIRERLE BN K
(“state-controlled entities”). In addition, the Group EEEFNHERIBELCEHE
itself was part of a larger group of companies under it?‘iI%El ( [HhEdE T¥EE])
China North Industries Corporation ("CNIC"), a state- BTARESEQNR AR

owned enterprise established in the PRC.
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35. RELATED PARTY TRANSACTIONS (Cont'd)

THE GROUP (Cont’d)

(i)

(iii)

Transactions/balances with other state-controlled
entities in the PRC (Cont’d)

The Group also conducts business with other state-
controlled entities. The directors consider those state-
controlled entities to be third parties so far as the
Group's business with them are concerned.

In addition, the Group has entered into various
transactions, including deposits placements,
borrowings and other general banking facilities, with
certain banks which are stated-controlled entities in
its ordinary course of business.

The directors are of the opinion that the transactions
with other state-controlled entities are not significant
to the Group’s operations.

Compensation of key management personnel

The remuneration of key management during the
year represented remuneration paid to directors as
disclosed in note 10 to the consolidated financial
statements.

The remuneration of key management personnel is
determined by the Remuneration Committee having
regard to the performance of individuals and market
trends.

AKM Industrial Company Limited ZEFEEXERAT
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(ii)

(iii)
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For the year ended 31 December 2014 #HZ=—F—/IF+=-H=1+—HIFFZF

35. RELATED PARTY TRANSACTIONS (Cont’d) 5. BELFRS (&)
pi

THE COMPANY

al

A

2014 2013
—EB-mF —T—=
HK$'000 HK$'000
FET T T
(iv) Transactions with subsidiaries: (iv) EfiB AT ZX S :
Sales of goods by the Company ARARIHEEm 158 336
Sales of equipment by KAFHERE
the Company 20,970 13,906
Purchases of goods by AAEBEEMm
the Company 263,967 241,055
Interest income F B WA 420 419
Transactions with HERAWNBLARZXS
fellow subsidiaries:
Rentals for office charged to MR A E W E 2
the Company WMAEMS 120 120
Transactions with a shareholder/ BE—ZRR—BEHN
an intermediate holding ERARZRS:
company:
Interest paid by the Company RRAFBEZRZFE 107 1,524
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gh
Bt F& M=
Year ended 31 December
BE+t-A=1t—HLEE
RESULTS 2014 2013 2012 2011 2010
ES —E-mF —T——F —T——F —T-FTF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FAT FHETT FAT FHET
Revenue WA 622,057 641,159 600,686 415,372 345,945
Cost of sales SHERA (515,433)  (552,804)  (507,521)  (360,656)  (308,229)
Gross profit e 106,624 88,355 93,165 54,716 37,716
Other income H A 28,492 10,326 3,838 4,929 6,468
Distribution costs DR AR (17,189) (12,048) (12,270) (13,261) (7,195)
Administrative expenses TRx (31,225) (25,130) (27,643) (21,235) (18,075)
Research and development 1% &
expenses (51,261) (22,589) (12,648) (11,055) (9,733)
Share of result of BHEERNRIZER
a joint venture - - (3,301) (3,887) (82)
Finance costs BMERAK (3,206) (5,406) (6,458) (5,844) (3,914)
Profit before taxation bR %1 B & A 32,235 33,508 34,683 4,363 5,185
Taxation R (2,272) (2,041) (2,146) (391) (2,101)
Profit for the year REE R T 29,963 31,467 32,537 3,972 3,084
At 31 December
R+=—A=+—-8
ASSETS AND LIABILITIES 2014 2013 2012 2011 2010
EEREE “E-NE —T—=F —ZT——-F —F——F —ET-FF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FEL FET FET
Total assets BEE 807,150 655,027 563,943 513,453 468,869
Total liabilities BmaffE (286,131)  (372,184)  (320,216)  (303,009)  (274,360)
521,019 282,843 243,727 210,444 194,509
Equity attributable to owners ARNARHEA A EREZE
of the Company 517,226 279,420 241,502 207,118 190,069
Non-controlling interests FEFE AR 3,793 3,423 2,225 3,326 4,440
Total equity MiEs 521,019 282,843 243,727 210,444 194,509

AKM Industrial Company Limited ZERBEXERAF
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